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Industry:

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

Local Property (Dennis)

In October, we initiated research report on Wharf Holdings
(0004.HK), and updated Sun Hung Kai Properties (16.HK),
and K. Wah Int’l(173.HK).

Wharf Holdings (0004.HK): We initiated research report on
Wharf, Wharf's earnings from China investment properties
are increasing. We want to highlight that Wharf is
developing 5 International Finance Square (IFS) in China
with total GFA of ~2.0 mn sgm (~5.7 times of current
completed China IPs size). Chengdu IFS, Wharf's next
flagship development modelled on Harbour City in HK, will
open in Jan 2014 and the project is expected to fully
complete in 3Q14. The pre-leasing of retail area is
satisfactory with 92% pre-leased as of June 2013. The
tenant mix is quite diversified from luxury brands, Prada,
Chanel, LV to UNIQLO, PAGEONE, food court, etc.
Management expects annual rental income of RMB500 mn
when fully operational, which is almost half of current level.
We think positive on the Chengdu IFS based on decent
retail demand (satisfactory pre-leasing) and grade A office
demand ( >90% occupancy rate in Chengdu grade A office).
We estimate the Chengdu IFS will drive operating profit
from China IPs by ~45% in FY14. We give a TP of HK$72.6,
based on 25% target discount to our FY14 NAV estimate
(~0.4 s.d. above the long-term average).

Sun Hung Kai Properties (16.HK): SHK re-launched 181
units of The Cullinan in West Kowloon, a HK residential
project, recently (~60% of the unsold units). SHK will
provide several types of discount to up to 14% (3% to SHKP
Club member, 2% for not applying a second mortgage loan,
9% from early completion cash rebate). We want to highlight
that SHK provide special cash rebate, 70% of total amount
of stamp duty (including ad valorem stamp duty and buyer's
stamp duty) to purchaser who signed on or before 31 Oct
2013. With the special cash rebate, the discount will be
nearly 30% of the asking price. This strategy aimed to
attract the mainland and company buyers. Although the
aggressive price cut will hurt the margin, the impact will not
be big due to the low land cost of The Cullinan. We expect
the operating margin will be still >40%.
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We expect SHK to continue the similar strategy for the
upcoming projects, especially the luxury projects, to
accelerate asset turnover, which will offset the margin
compression and reduce the earning risks. We retained
the same TP of HK$122.8, based on 30% discount to our
FY14 NAV estimate of HK$175.4 (vs. historical average
NAV discount: 16.4%). The major upside potential will be
the faster-than-expected asset turnover.

K. Wah Int'l (173.HK): We held an investor presentation
at our office on 17 Oct, 2013 and invited K. Wah
management as speaker. Here are some key takeaways:
1.) Even the land cost in first-tier cities of China such as
Shanghai is high now, K. Wah management said they
would continue to submit tender if the price is reasonable.
K. Wah's gearing ratio was 19% only and has cash or
equivalent of HK$4.45 billion as of June, 13, which will
support the land replenishment opportunities. 2.)
Management said they have no plan to sell equity
interest in Galaxy Ent (27.HK) under healthy balance
sheet and low gearing ratio. K. Wah holds 3.9% stake in
Galaxy Ent, which accounted for 30.5% of K. Wah's GAV
in our estimate. 3.) We revised our NAV estimate up by
8.3% to HK$10.4 per share to reflect the higher valuation
of Galaxy Ent (27.HK). We remained the same target
NAV discount of 53.4%, same as the long-term average.
We raised TP by 8.2% to HK$4.82.

Mainland Financial (Xingyu Chen)

HSI showed the adjustment in October after the strong
growth in September, HSI increased slightly compared
with September, above 23,000 by the end of this
month. During the period, the large weighted sectors
such as banking, and insurance appeared the better
performance in general. Most of Chinese banks’ prices
went up slightly compared with the beginning of this
month, especially increased strong this week, mainly
because the market still holds an optimistic view of the
sector after 3Q results announced in the last week of
this month.

According to the quarterly results, the banks’
performance meets our expectation, the profit growth
of domestic listed banks slowed down due to the
stronger competition in deposit market with the interest
rate liberalization, and the small and medium-sized
banks gained the higher growth rates. Net profit
growth rates were between 6.27% and 14.91% in the
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first three quarters, of which ABC owned the highest as
14.9% with the lowest as 6.27% of CMBC, decreased
significantly. The main reasons of the decrease of profits
were the slow-down of interest and intermediate business
incomes. For instance, BoCom’s NIM down 0.03ppts in
3Q, and recorded 2.53%, decreased by 0.07ppts y-y. Its
guarterly net profit dropped around 19%. Additionally, net
commission fee of ICBC declined 15% g-g. CITIC Bank is
the only one to gain the increase of NIM among the small
and medium-sized banks.

However, domestic economy declined after the financial
crisis in the U.S. in 2008, and started to affect the real
economy from last year, especially, the bad debts
appeared in Zhejiang Province among the small and
medium-sized banks. By the end of 3Q, the asset quality
of domestic banks continued to deteriorate, most of the
banks’ NPLs increased and only CRCB realized the dual
decrease of the ratio and amount, and CMB recorded the
largest growth of the NPLs. However, some banks’ NPL
ratio maintained stable or decreased slightly due to the
large settlement and write-off of the bad debts this year.

As at the end of 31 October, CMB’s share price has the
best performance among 9 domestic listed banks with the
growth of 9% in Oct, and CMBC recorded the worst one,
decreased by 4% at the same time. Overall, we still hold
a cautiously optimistic view for the banks’ development,
and maintain Buy rating to the sector.

Mainland Telecom (Fanguohe)

Overall speaking, the telecom sector has basically taken
akin tendency to HSI. Benefiting from the optimistic
expectation of 4G license issue in October, it achieved a
rise in the first half. However, many companies have
eased in the second half. Besides the failing of license
issue, they were also suppressed by the weak market
and the first fall of China Mobile’s performance in 3Q13.

In our view, the sector will still show weak in short term,
but investors can buy in the pullback. First, the capital
expenditure of the three operators will accelerate in 4Q13,
China Mobile and China Telecom have taken collective
bidding and purchasing for 4G, which will help relative
companies achieve better performance than the first half
in 2013. Second, the award of 4G licenses will still be a
positive catalyst for the sector.

Mainland Property & Oil/Gas service (Chengeng)

In October, 2013 | wrote four research reports on Country
Garden, Agile, PKOS and TSC, which got success by
unique operation model. We recommend TSC. TSC Group
is an excellent enterprise in Chinese marine industry. The

company shows its considerable competitiveness in
technology strength, development strategy and company
governance. At present, TSC Group is at the stage of
technology and market cultivation, therefore, many financial
data are not desirable in the short term. But from the
transformation occurring to the company, we can see that
TSC Group will enter the stage for a new round of rapid
growth. We predict that there will be a substantive
breakthrough in the international order of TSC Group in the
next three vyears, and it can be expected that its
performance and market share will see a remarkable
increase. Although there is a bigger fluctuation in the share
price of the company, TSC is still a value investment target
with lower risk coefficient in medium-to-long term. Therefore,
we give TSC Group a "Buy" rating and a target price of 3.6
HKD per share in the next 12 months, 15.8 times of the
forward PE in 2014.

Automobile (ZhangJing)

In August, we updated 4 research reports including China
Eastern Airline (670), Cathay Pacific (293), Baoxin Auto
(1293) and Dongfeng Group (488). We recommend
Cathay Pacific and Dongfeng firstly.

Affected by the strong demand of long-haul routes and
major tourist routes in Asia, there was a good beginning
of the peak season in summer holiday in 3Q with the high
load factor in economy class. To satisfy with the recovery
of the demand, Cathay began to increase more flights,
and all cancelled long-haul routes last year are restored
by Sep. 2013, or increase the route frequencies, including
Los Angeles, New York, Toronto and London. Overall, we
believe the recovery of the Company’s passenger part will
be accelerated in 2H compared with 1H, and lift our target
price for 12 months to HK$16.84, equivalent to
25/17/14xP/E and 1.1/1.1/1.0xP/B in 2013/2014/2015
respectively. We reiterate “Accumulate” rating.

Benefited from the low y-y base and the newly introduced
cars during the period began to take effect, sales of
passenger car of Dongfeng Group in September increased
by 52% y-y to 193,700 units, 30% m-m. Dongfeng Nissan
and Dongfeng Honda have outstanding performances.
There are eight new models to be introduced in 2H,
including five new models and three face-lifted ones. We
believe after nearly one year's adjustment, with the
continuous recovery of Japanese brands market and the
introduction of more new cars, it is the probability of large
events that Dongfeng’s achievements in the second half will
get substantial improvement. Our target price for 12 months
of HK$13 is based on 8.9/8.2/7.8xP/E and 1.4/1.3/1.3xP/B in
2013/2014/2015 respectively, which is the lowest valuation
among peers in HKEx. We give it “Accumulate” rating.
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Figl. Performance of Recommended stock
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Date
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Last
Month Last
Target Expected Closing Month
Price Return Price  Return

2.71 6.69% 2.68 5.51%
4.2 10.24% 4,05 6.30%
5.1 6.03% 475 -1.25%
72.6 8.36% 65.3 -2.54%
11.3 18.95% 8.89 -6.42%
6.2 9.54% 5.3 -6.36%
16.84 10.21% 15.38 0.65%
4  17.65% 2.93 -13.82%
122.8 18.88% 101.6 -1.65%
9.6 4.35% 9.35 1.63%
56 32.39%% 3.99 -5.67%
9.23 9.88% 7.99 -4.88%
35.6 5.33% 34.25 1.33%
3.39 3.99% 3.22 -1.23%
4.8 10.60% 425 -2.07%
3.6 32.84% 2.63 -2.95%
13 19.27% 10.96 0.55%
80.73 0.66% 81.4 1.50%
19.04 -1.75%  19.26 -0.62%

Closing
Price
2M ago
2.54
3.72
4.53
67.2
9.27
4.96
15.2
3.06
105.5
8.54
3.57
7.22
35.25
2.93
4.18
2.82
11.78
86.65
18.4

1M Price
Chg
5.51%
8.87%
4.86%
-2.83%
-4.10%
6.85%
1.18%
-4.25%
-3.70%
9.48%
11.76%
10.66%
-2.84%
9.90%
1.67%
-6.74%
-6.96%
-6.06%
4.67%
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PHILLIP RESEARCH STOCK SELECTION SYSTEMS

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

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 rewa
sentiment, recent rate of share price appreciation, presence or absence of stock price catalysts, and speculative undertones surrounding the stock, before
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 cot
distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities to any registration or |
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 responsi
occasioned by reliance placed upon the contents hereof. PSHK (or its affiliates or employees) may have positions in relevant investment products. For details of
risks, please visit the Risk Disclosures Statement on http://www.phillip.com.hk.

© 2013 Phillip Securities (Hong Kong) Limited
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