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Results and Valuation     

FY ended Dec 31 2011A 2012A 2013A 2014A  

Revenue (RMB mn) 3,447 6,588 11,119 12,498  

Chg (%,YoY)  20.9   91.1   68.8   12.4   

Underlying Net Income (RMB mn)1 591 1,166 2,045 1,760  

Chg (%,YoY)  46.2   97.2   75.3   (13.9)  

Underlying EPS (RMB)  0.14   0.27   0.41   0.35   

Chg (%,YoY)  46.2   97.2   49.0   (13.9)  

BVPS (RMB)  0.5   1.0   1.5   2.2   

Chg (%,YoY)  36.4   78.6   52.3   52.8   

Underlying PE (x)  14.3   7.3   4.9   5.7   

P/B (x)  3.7   2.1   1.4   0.9   

ROE (%) 25.8  28.5  27.9  15.7   

ROA (%) 3.6  5.3  7.4  3.9   

DPS(HK$)  -     -     0.11   0.11   

Yield (%)  -     -     4.42   4.42   

Net gearing2 (%) 215.6  93.2  60.9  65.7   
1
Underlying net income =Net profit - revaluation gain of investment properties and one-off items 

2
Net gearing=Net debt/Total equity 

Source(s): Bloomberg, ABCI Securities  

 

 FY14 core profit declined 14% YoY to RMB 1.76bn, but DPS was maintained at 
HK$ 0.11; net gearing remained healthy at 66% 

 
 Aiming to achieve RMB14.5bn in presales for FY15, implying a 9% yoy growth 
 
 Issued US$ 500mn of senior notes with a 9.75-11.25% coupon rate; its offshore 

syndicated loan of US$105mn issued in 2014 has a rate of LIBOR +4.5%  

 

FY14 results review. Logan’s core profit declined 14% yoy to RMB 1,760mn 

despite a 12% increase in booked revenue. Although GFA delivered rose 40% 
yoy to 1.74mn sqm, lower ASP of RMB7,022/sqm (-16% yoy) slashed gross 
margin to 30.4% (-6.6ppt yoy). However, balance sheet remained healthy with net 
gearing of 66%, up 5ppt yoy. Despite core profit was lower than that of last year, 
Logan maintained a DPS of HK$ 0.11, representing 25% of core profit. 
 
2015 presales target of RMB 14.5bn implies a 9% yoy growth. Despite a 

tough market environment, Logan achieved RMB 13.35bn in presales for FY14, 
up 1.1% yoy. About 17% of Logan’s presales came from Shantou, 49% from 
PRD, 29% from Guangxi and 5% from other regions. Logan was ranked No. 1 by 
presales amount in Shantou, Nanning, Fangchenggang and No.3 in Huizhou. By 
product mix, about 91% of units have a total price below RMB 1mn, indicating the 
Group’s high exposure to first-home buyers. About 70% of the purchased units 
are financed by mortgages. Hence, the Group should benefit from recent rate cut 
and reduction of down-payment for second-home purchase. 
 
2015 presales target of RMB 14.5bn is achievable. In 2014, Logan acquired 

2.1mn sqm of attributable landbank at RMB 5,905mn or RMB 2,784/sqm. In 
particular, Logan increased its tier-1 exposure by acquiring a 51% stake of a 186k 
sqm site in Shenzhen at RMB 2,387mn. The sites acquired should boost saleable 
resources to about RMB 29bn in 2015. Its 2015 presales target of RMB 14.5bn 
should be easily achieved with a 50% sell-through rate. Management highlighted 
that all of Logan’s landbank was acquired through open land tendering, which 
should entail lower legal risks.  
 
Well recognized by offshore credit market. In 2014, Lgoan’s ratings by 

Moody’s and Fitch were Ba3 and BB–, respectively. During the year, Logan 
successfully issued two tranches of senior notes totaling US$ 550mn, with a 
maturity of 3-5 years and a coupon rate of 9.75-11.25%. Logan also issued its 
first offshore syndicated loan of US$ 105mn at LIBOR+4.5%, much lower than 
the current average borrowing cost of 8.8%. Proportion of trust loan also declined 
from 16.5% of total debt in 2013 to 8.4% in 2014. 
 
Risk factors: 1) Market competition may lead to price cut and lower margin; 2) 

Increasing anti-corruption effort in China’s property sector may hamper investors’ 
confidence. 
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Key Data 
52Wk H/L(HK$) 2.72/2.18 
Issued shares (mn) 5,000 
Market cap (HK$ mn) 12,900 
3-mth avg daily turnover (HK$ mn) 5.5 
Major shareholder(s) (%):  
  Ji Haipeng 85.26 
Source(s): Company, Bloomberg, ABCI Securities 

 
 
 
 
FY14 Revenue breakdown (%)  
Property sales 97.7 
Property leasing 0.4 
Construction 1.8 
Source(s): Company, ABCI Securities 

 
 
 
 
Share performance (%) 
  Absolute Relative* 
1-mth  4.9  4.3  
3-mth  6.6  0.8  
6-mth  11.3  2.2  
*Relative to HSI  
Source(s): Bloomberg, ABCI Securities 
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Exhibit 1: Logan’s 2014 results 
P&L FY14 FY13 YoY 

Chg 
 Operating statistics FY14 FY13 YoY 

Chg 
 RMBm RMBm (%)     % 

Turnover 12,498 11,119 12.4  Contracted GFA (mn sqm) 1.82 1.64 10.7 

Cost of Sales (8,694) (7,004) 24.1  Contracted ASP (RMB/sqm) 7,347 8,043 (8.7) 

Gross Profit 3,804 4,116 (7.6)  Contracted Sales (RMB mn) 13,350 13,208 1.1 

Gross Margin (%) 30.4 37.0 (6.6)      

     GFA Delivered (mn sqm) 1.74 1.24 40.3 

Selling and distribution costs (413) (304) 35.9  Booked ASP (RMB/sqm) 7,022 8,376 (16.2) 

Administrative expense (527) (425) 24.1  Property sales booked  (RMB mn) 12,215 10,385 17.6 

EBIT 2,864 3,387 (15.4)      

EBIT Margin (%) 22.9 30.5 (7.5)      

     Balance sheet Dec-14 Dec-13 YoY chg 

Other income 85 28 209.0   RMB 
mn 

RMB 
mn 

ppt 

Fair Value gains on IP and other exceptional 
items 

862 (3) na  Gross debt 16,265 8,983 81.1 

Share of profit from JCE/ Associates - - na  Cash 7,514 4,506 66.8 

Finance cost (94) (103) (9.2)  Net debt 8,751 4,477 95.5 

Profit before tax 3,718 3,309 12.4  Net gearing (%) 66% 61% -10ppt 

         

Tax (1,297) (1,252) 3.6      

 - LAT (440) (560) (21.4)  Revenue breakdown FY14 FY13 YoY 
Chg 

 - Enterprise tax (857) (613) 39.8   RMBm RMBm % 

     - Property Sales 12,215 10,385 17.6 

Profit after tax 2,421 2,056 17.7  - Property leasing 55 60 (9.4) 

Minority Interest (73) (32) 126.7  - Construction 228 674 (66.1) 

Net profit 2,348 2,024 16.0  Total 12,498 11,119 12.4 

Core net profit  1,760   2,045  (13.9)      

Core net margin  14.1   18.4  (4.3)      
 

Source(s): Company, ABCI Securities 
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Disclosures 
 
Analyst Certification 
I, Tung Yiu Kei, Kenneth, 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. I 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. I and/or my associates 
have no financial interests in relation to the listed company (ies) covered in this 
report, and I 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 affiliates, within the past 12 
months, have investment banking relationship with one or more of the 
companies mentioned in the report. 
. 

Definition of equity rating 
Rating  Definition  

Buy Stock return ≥ Market return rate 
Hold Market return – 6% ≤ Stock return < Market return rate 
Sell Stock return < Market return – 6% 
Stock return is defined as the expected % change of share price plus gross 
dividend yield over the next 12 months 
Market return: 5-year average market return rate from 2009-2013  
Time horizon of share price target: 12-month 
 

Definition of share price risk 
Rating  Definition  
Very high 2.6 ≤180 day volatility/180 day benchmark index volatility  
High 1.5 ≤ 180 day volatility/180 day benchmark index volatility < 2.6 
Medium 1.0 ≤180 day volatility/180 day benchmark index volatility < 1.5 
Low 180 day volatility/180 day benchmark index volatility < 1.0 

We measure share price risk by its volatility relative to volatility of benchmark 
index. Benchmark index: Hang Seng Index. 
Volatility is calculated from the standard deviation of day to day logarithmic 
historic price change. The 180-day price volatility equals the annualized 
standard deviation of the relative price change for the 180 most recent trading 
days closing price. 
 
 
Disclaimers 

This report is for our clients only and is for distribution only under such 
circumstances as may be permitted by applicable 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 
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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. 
 

Copyright 2015 ABCI Securities Company Limited 

No part of this material may be (i) copied, photocopied or duplicated in any 
form by any means or (ii) redistributed without the prior written consent of ABCI 
Securities Company Limited. 
 
Office address: ABCI Securities Company Limited, 13/F Fairmont House, 
8 Cotton Tree Drive, Central, Hong Kong.  
Tel: (852) 2868 2183 
 

 
 
 


