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Industry:  
Local property and Others (Dennis Wu),  
Mainland financial, Utilities (Xingyu Chen),   
Mainland property, Oil and gas service  (Chengeng),  
Air, Automobiles, Infrastructure (ZhangJing),  

 
Local Property (Dennis Wu) 
 
We updated research reports on Fortune REIT (778.HK), 
Hysan Development (14.HK), Sun Hung Kai Properties 
(16.HK) and Henderson Land (12.HK) in August. 
 
Fortune REIT (778.HK): For the acquisition of Kingswood 
Ginza Property in Tin Shui Wai, HK, we think the impact is 
positive. For the 6 months ended 30 June 2013, NPI of 
Kingswood Ginza Property was HKD110.4 mn, the implied 
NPI yield is 3.77% only, but based on Fortune REIT's track 
records and NT West potential development, we see 
potential of higher occupancy rate and rents to improve the 
NPI yield through Fortune REIT's proactive asset 
management. However, the gearing ratio will jump to 34.5% 
after financing the acquisition, just below the limit of 35%. It 
will increase the interest cost largely. We remained the TP 
of HKD7.63 for valuation. 
 
Hysan Development (14.HK): FY13 interim results beat our 
expectation: Hysan's revenue came in at HKD1,531 mn, up 
38.1% yoy. Underlying profit surged 38.1% yoy to 
HKD1,033 mn, beat our estimate by 9%. The significant 
growth was mainly due to rental contribution of HKD366 mn 
from Hysan Place, higher occupancy rate of retail portfolio 
after completion of renovations at Lee Theatre Plaza and 
lower property expenses to revenue ratio. Hysan Place, 
opened in August 2012, will give full-year contribution in 
FY13, but even excluding its contribution, Hysan's revenue 
still rose 14% yoy on a like-for-like basis. The organic 
growth surprised us.  
 
Sun Hung Kai Properties (16.HK): SHK is now trading at 
0.797x P/B and 42.2% discount to our Dec-13 NAV 
estimate, more than 1 s.d. below the long-term average. 
SHK is the largest property developer in HK by market 
capitalization and has many high quality investment 
properties to support the earnings, we think the NAV 
discount is too large to reflect the risks of interest rate hike 
and drop in HK flat prices. We remain our target price of 
HKD128 based on 30% discount to our Dec-13 NAV 
estimate. We reiterate "Buy" rating. But we don’t see near-
term catalyst for SHK, we suggest investor to buy by phases 
for long-term investment. 
 

  
 
 
 
Henderson Land (12.HK): HLD released 1H13 results 
with underlying profit attributable to shareholders of 
HKD3.45 bn, down 3.8% yoy and below our estimate of 
HKD3.95 bn. We want to highlight that the HLD's profit 
margin of property development in HK dropped to ~20% 
only, mainly due to the higher construction costs, and it 
led the underlying profit missed our estimates. But we 
expect rebound of the margin due to The Reach in Yuen 
Long expected to be recognized in 2H13. We adjusted 
down margins forecast and FY13/14 net profit by 4% and 
3.8% respectively. Although HLD has better property 
leasing outlook and smoother farmland conversion 
progress, we raised the NAV discount to 40% to reflect 
lower margins in HK development projects and weaker 
HK residential market. We give a TP of HKD52.70 based 
on 40% discount to our NAV estimate, with “Accumulate” 
rating. 
 
 
Mainland Financial (Xingyu Chen) 
 
HSI showed the adjustment in August after the large 
rebound in July, by the end of 29th August, HSI 
decreased by 1.7% slightly to 21,704.78 within one 
month. During the period, the large weighted sectors 
such as banking, insurance, and property and so on 
appeared instable performance caused by the large 
market volatility. Most of Chinese banks’ prices went up 
slightly compare with the beginning of this month, and 
their prices increased sharply then dropped immediately 
at the middle of August. 
 
In this month, the market experienced large volatility 
mainly because of the “fat finger” incident of Everbright 
Securities (EBS) at the middle of August. On 16th 
August, due to the wrong trading order of the arbitrage 
system adopted by EBS, the prices of the most of blue-
ship stocks increased by their daily limit in a very short 
time, and led the index to jump over 5% within one 
minute. Although regulatory authorities involved in the 
investigations immediately and EBS also made an 
announcement in the afternoon to try to quell the 
market’s concern, the investors held more conservative 
view on the market’s trend, and the index therefore 
showed the large adjustment after the middle of August. 
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The trend of H Shares is affected by A Shares obviously. 
The market held an optimistic view on the banks’ 
performance before because the banks would release the 
interim results soon, and therefore the banks’ prices 
increased largely in the early of this month, but after 
EBS’s fat finger incident and the announcements of the 
banks, there are no more good news in the market 
currently, which then led the prices of the banks to go 
down in the second half of August.    
 
According to the results of domestic listed banks, the 
year-on-year growth rate of net profits recorded to 15% 
approximately in average in 1H2103, and the profit 
growth rates of joint-stock commercial banks were higher 
than that of large-sized state-owned banks, and the 
operating performance met our previous expectation. 
Therefore, we believe the banks’ performances will 
maintain on stable level in 2013 generally, but the profit 
growth will decline obviously. Currently, the prices of the 
most of banks are low with the attractive valuation, and 
we maintain Buy rating to the banks.  
 
 
Mainland Property (Chengeng) 
 
In August 2013 I wrote five research reports on Sunac, COLI, 
SOHO, CCRE and Antonoil, which got success by unique 
operation model. We recommend COLI. In first half year, 
sales of COLI accounted for 67% of the sales target of 
RMB120bn for the year, better than our earlier expectation. 
We believe that COLI will overfulfill the sales target for the 
year and consolidate its leading position as the top real 
property group. We will maintain HKD29 of net assets value 
per share of China Overseas. It is expected that the 12-
month target price will be HKD25.2 with a discount of 13% 
as compared with NAV, equivalent to 7.9times of expected 
price-earning ratio in 2014. We keep the “accumulate” rating 
for COLI. 
 

Automobile (ZhangJing)  
 
In August, we updated 5 research reports including 3 
company reports of Geely (175), Air China (753) and 
CSR (1766). The HSI index experienced an adjustment 
phase this month, most of stocks therefore entered into 
the consolidation with the small volatility, and sectors 
differed. On a closer look, auto sector is benefited from 
the better-than-expected strong demand of the 
consumption and most of stocks trended to increase. The 
trends of air and infrastructure sectors have been static 
practically due to the instability of macro economy. 
 
We shared our views for China auto industry in 2013H1: 
The market demand finally started to recovery gradually 
in 1H2013 from the end of 2012 after China’s auto market 
experienced sharp decrease since 2011, which 
maintained the increase month by month in terms of the 
y-y growth rate of industrial sales volumes, in line with our 
expectation in the previous sector report. 
 
As for passenger vehicles, segments differed: SUV 
continued to outshine others and small-and-medium (1.0-
1.6L) sized cars had the better performance. We attributed 
the reasons to: (1) Low popularity rate in China’s auto 
market, strong demand of the first purchasing in the third 
and fourth-tier cities; (2) The demand of the replacement of 
cars of consumers in the first and second-tier cities. We 
recommend those growing companies with certain growth of 
performance meeting the trend of the upgrade and 
development of consumption, such as GWM (2333), 
Brilliance Auto (1114), BYD (1211), and we suggest 
investors to hold such stocks continually, and focus on the 
companies’ core competitiveness and the development of 
the industry. 
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Fig1. Performance of Recommended stock  

Time Ticker Company Analyst Rating

Price on
Recommend
ation Date

Target
Price

Expect
ed
Return

Last
Month
Closing
Price

Last
Month
Return

Closing
Price
2M ago

1M Price
Chg

2013-8-2 6837 HK Equity Haitong Securities XY Buy 10.3 12.74 23.69% 11.24 9.13% 9.99 12.51%
2013-8-5 778 HK Equity Fortune REIT Dennis Hold 6.91 7.63 10.42% 6.3 -8.83% 6.94 -9.22%
2013-8-6 1918 HK Equity SUNAC CG Accumulate 5.87 6.2 5.62% 5.45 -7.16% 5.59 -2.50%
2013-8-8 14 HK Equity Hysan Dennis Buy 34.4 41.35 20.20% 33.7 -2.03% 32.75 2.90%
2013-8-9 5 HK Equity HSBC XY Accumulate 84.25 100.4 19.17% 82 -2.67% 86.35 -5.04%
2013-8-12 688 HK Equity COLI CG Accumulate 23.7 25.2 6.33% 23.1 -2.53% 22.18 4.15%
2013-8-14 2601 HK Equity CPIC XY Accumulate 26.75 30.45 13.83% 25.9 -3.18% 25.95 -0.19%
2013-8-15 16 HK Equity SHK PPT Dennis Buy 105.6 128 21.21% 100.6 -4.73% 103.5 -2.80%
2013-8-16 3337 HK Equity AntonOil CG Accumulate 5.63 6.5 15.45% 4.95 -12.08% 4.83 2.48%
2013-8-19 1766 HK Equity CSR ZJ Accumulate 5.92 6.59 11.32% 5.64 -4.73% 5.17 9.09%
2013-8-20 3968 HK Equity CMB XY Buy 14.42 17.79 23.37% 13.44 -6.80% 12.74 5.49%
2013-8-21 992 HK Equity Lenovo Dennis Buy 7.3 8.6 17.81% 7.5 2.74% 7.07 6.08%
2013-8-22 410 HK Equity SOHO CG Neutral 6.56 6.5 -0.91% 6.59 0.46% 6.35 3.78%
2013-8-23 753 HK Equity AC ZJ Accumulate 5.16 5.83 12.98% 4.95 -4.07% 5.25 -5.71%
2013-8-26 3328 HK Equity BoCom XY Accumulate 5.23 6.13 17.21% 5.12 -2.10% 5.05 1.39%
2013-8-27 12 HK Equity Henderson Land Dennis Accumulate 47.1 52.7 11.89% 45.5 -3.40% 48.4 -5.99%
2013-8-28 832 HK Equity CCRE CG Buy 2.34 3 28.21% 2.4 2.56% 2.32 3.45%
2013-8-29 175 HK Equity Geely ZJ Accumulate 3.97 4.65 17.13% 4.08 2.77% 3.24 25.93%
2013-8-30 1288 HK Equity ABC XY Accumulate 3.36 3.89 15.77% 3.33 -0.89% 3.14 6.05%  
Source: PSR 
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PHILLIP RESEARCH STOCK SELECTION SYSTEMS 

 
We do not base our recommendations entirely on the above quantitative return bands.  We consider qualitative factors like (but not limited to) a stock's risk 
reward profile, market sentiment, recent rate of share price appreciation, presence or absence of stock price catalysts, and speculative undertones 
surrounding the stock, before making our final recommendation 

GENERAL DISCLAIMER 
This publication is prepared by Phillip Securities (Hong Kong) Ltd (“Phillip Securities”). By receiving or reading this publication, you agree to be bound by the 
terms and limitations set out below.  
 
This publication shall not be reproduced in whole or in part, distributed or published by you for any purpose. Phillip Securities shall not be liable for any direct 
or consequential loss arising from any use of material contained in this publication.  
 
The information contained in this publication has been obtained from public sources which Phillip Securities has no reason to believe are unreliable and any 
analysis, forecasts, projections, expectations and opinions (collectively the “Research”) contained in this publication are based on such information and are 
expressions of belief only. Phillip Securities has not verified this information and no representation or warranty, express or implied, is made that such 
information or Research is accurate, complete or verified or should be relied upon as such. Any such information or Research contained in this publication is 
subject to change, and Phillip Securities shall not have any responsibility to maintain the information or Research made available or to supply any 
corrections, updates or releases in connection therewith. In no event will Phillip Securities be liable for any special, indirect, incidental or consequential 
damages which may be incurred from the use of the information or Research made available, even if it has been advised of the possibility of such damages.  
 
Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are subject to change at 
any time without prior notice.  
 
This material is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs 
of any particular person. The products mentioned in this material may not be suitable for all investors and a person receiving or reading this material should 
seek advice from a financial adviser regarding the suitability of such products, taking into account the specific investment objectives, financial situation or 
particular needs of that person, before making a commitment to invest in any of such products. 
This publication should not be relied upon as authoritative without further being subject to the recipient’s own independent verification and exercise of 
judgment. The fact that this publication has been made available constitutes neither a recommendation to enter into a particular transaction nor a 
representation that any product described in this material is suitable or appropriate for the recipient. Recipients should be aware that many of the products 
which may be described in this publication involve significant risks and may not be suitable for all investors, and that any decision to enter into transactions 
involving such products should not be made unless all such risks are understood and an independent determination has been made that such transactions 
would be appropriate. Any discussion of the risks contained herein with respect to any product should not be considered to be a disclosure of all risks or a 
complete discussion of such risks.  
 
Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in 
this research should take into account existing public information, including any registered prospectus in respect of such security. 
 
Disclosure of Interest 
Analyst Disclosure: Neither the analyst(s) preparing this report nor his associate has any financial interest in or serves as an officer of the listed corporation 
covered in this report. 
Firm’s Disclosure: Phillip Securities does not have any investment banking relationship with the listed corporation covered in this report nor any financial 
interest of 1% or more of the market capitalization in the listed corporation. In addition, no executive staff of Phillip Securities serves as an officer of the listed 
corporation. 
 
Availability 
The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country 
where such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities to any 
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction. 

 
Information contained herein is based on sources that Phillip Securities (Hong Kong) Limited (“PSHK”) believed to be accurate. PSHK does not bear 
responsibility for any loss occasioned by reliance placed upon the contents hereof.  PSHK (or its affiliates or employees) may have positions in relevant 
investment products. For details of different product's risks, please visit the Risk Disclosures Statement on http://www.phillip.com.hk.   

 © 2013 Phillip Securities (Hong Kong) Limited 

Total Return Recommendation Rating Remarks 
>+20% Buy 1 >20% upside from the current price 

+5% to +20% Accumulate 2 +5% to +20%upside from the current price 
-5% to +5% Neutral 3 Trade within  ± 5% from the current price 
-5% to -20% Reduce 4 -5% to -20% downside from the current price 

<-20% Sell 5 >20%downside from the current price 
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