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Key Data

Share price (HK$) 17.70
52Wk H/L(HK$) 19.16/9.99
Issued shares (mn) 8,172.5
Market cap (HK$mn) 144,654
30-day avgvol (HK$mn) 469.2
Auditors Deloitte
Major shareholder:

China Sate Construction
Engineering Corporation Limited 53.18
Source: Companydata & Bloomberg
Re ve nue composition in FY11 (%)

Property development 96.3

Others 3.7
Source: Companydata

Share pe rformance (%)

Absolute Relative*
1-mth (3.2) (7.9)
3-mth 10.6 9.6
6-mth 21.4 26.3
Source: Bloomberg
*Relative to Hang Seng Index
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China Overseas (688 HK) —Unrated

Real Estate Development Industry

Prefer to market leader

As expected, the improved over-supply situation in residential market
is raising chances of ASPrebound, howe\er, this is against government
intention. We expect market to be risk adverse in the short term on
increasing policy risk. China Overseas (COLI), the largest Chinese
developer listed in HK, again prowed its formidable leader position
with itsinterim results.

Sector-policy risk re-surfaces. With the over-supply situation for the
sector keeps improving, the upside risk of home price will increase, which
therefore is triggering policy risk again. By NBSC, the growth for the year
to Jul residential GFA start dropped to 25 months low of -13.4%Y0Y. In
contrast, the demand keeps rebounding with year to Jul new home sales
was down 7.5%YoY. The decline of new home sales has been narrowing
down over the past 6 months. With the property developers proactively
downsizing their inventories and deliberately slowing down construction
pace, the oversupply situation in China’s residential market is set to further
improve. We forecast the supply/demand ratio to reach 1.44x for 2012 and
drop to 1.06x for 2013.

COLI-solid 1H12 results.1H12 core net income came in at HK$6.4bn, up
9.3% Yo Y;total gross margin improved by 0.2ppt to 40.9% against 40.7%
for 1H11; cash on hand was HK$26.6bn by end Jun, up 46.2% Yo 'Y, with net
debt/equity declined by 5.7ppt to 32.1%. From the perspectives of growth,
profitability and financial situation, we believe COLI’s interim results were
encouraging and should far outpace peers. Interim dividend of
HK$0.15/share and a special dividend of HK$0.02/share are declared,
implying a total of 0.96% half year dividend yield.

Upward revision of 2012 sales target. COLI revised up full year sales
target by 25% to HK$100bn from HK$80bn.With contracted sales reaching
HK$75.2bn year to July, COLI only need to accomplish HK$5.0bn sales
each month for the remaining year, against avg. HK$10.7bn realized sales
each month in Jan-Jul, we believe the revised target is still conservative.

Turning aggressive in land acquisitions. The group eyes on quality land
acquisitions with budget capex of HK$15bn for 2H12. This, by our
estimation will translate to HK$18.8on or HK$2.29 per share NAV
enhancement. The stock was trading at 9.4x and 1.77x 12E consensus PE
and PB respectively, both at 1s.d. below mean.

Risk factors: worse-than-expected sales for 2H12; unfavorable

government policy.

Forecast and Valuation

FY ended Dec 31 FYO7TA  FY08A  FY09A  FY10A  FY11A
Revenue (HK$mn) 16,633 18,892 37,322 44,313 48,583
YoY chg (%) 52.4 13.6 97.5 18.7 9.6
Net income (HK$mn) 4,180 5,049 7,469 12,373 15,025
YoY chg(%) 76.3 20.8 47.9 65.7 21.4
PE(x) - - - - 9.6
PB(x) - - - - 2.1
Dividend yield (%) 0.7 0.7 1.1 15 1.9
ROAE(%) 20.0 17.0 19.8 25.6 24.0

Source: Company data, Bloomberg, ABCI Securities estimates
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Supply/demand ratio for China’s residential mar
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Note: Our assumptions onsupply estimation,

L] GFA start will enter into pre-sale period in one year time

L] Supply = GFA start last year adjusted for sellable ratio (85%)
Source: NBSC and ABCI Securities
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I, Li Hong Ying Vivian , being the person primarily responsible for the content of
this research report, in whole or in part, hereby certify that all of the views
expressed in this report accurately reflect my personal view about the subject
company or companies and its or their securities. | also certify that no part of my
compensation was, is, or will be, directly or indirectly, related to the specific
recommendations or views expressed in this report. | and/or my associates do not
serve as officer(s) of the listed company (ies) covered in this report.

Disclosures of Interests
ABCI Securities Company Limited and/or its member companies (“ABCI”) may
pursue financial interests tothe companies mentioned in the report.

Disclaimers

This report is for our clients only and is for distribution only under such
circumstances as may be permitted by epplicable law. It has no regard to the
specific investment objectives, financial situation or particular needs of any specific
recipient. It is published solely for informational purposes and is not to be construed
as a solicitation or an offer to buy or sell any securities or related financial
instruments. No representation or warranty, either expresses or implied, is provided
in relation to the accuracy, completeness or reliability of the information contained
herein. This report should not be regarded by recipients as a substitute for the
exercise of their own judgment. Any opinions expressed in this report are subject to
change without notice and may differ or be contrary to opinions expressed by other
business areas as a result of using different assumptions and criteria. The analysis
contained herein is based on numerous assumptions. Different assumptions could
result in materially different results. The analyst(s) responsible for the preparation
of this report may interact with trading desk personnel, sales personnel and other
constituencies for the purpose of gathering, synthesizing and interpreting market
information. ABCI Securities Company Limited is under no obligation to update or
keep current the information contained herein. ABCI Securities Company Limited
relies on information barriers to control the flow of information contained in one or
more areas within ABCI Securities Company Limited, into other areas, units, groups
or affiliates of ABCI Securities Company Limited. The compensation of the analyst
who prepared this report is determined exclusively by research management and
senior management (not including investment banking). Analyst compensation is
not based on investment banking revenues, however, compensation may relate to
the revenues of ABCI Securities Company Limited as a whole, of which investment
banking, sales and trading are a part. The securities described herein may not be
eligible for sale in all jurisdictions or to certain categories of investors. The price
and value of the investments referred to in this research and the income from them
may fluctuate. Past performance is not necessarily indicative of future results.
Foreign currency rates of exchange may adversely affect the value, price or income
of any security or related instrument mentioned in this report. For investment advice,
trade execution or other enquiries, clients should contact their local sales
representative. Neither ABCI Securities Company Limited nor any of its affiliates,
directors, employees or agents accepts any liability for any loss or damage arising
out of the use of all or any part of this report. Additional information will be made
available upon request.
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