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Fig.1 %change in 778.HK share price vs. %change in U.S. 10-
year treasury yield
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Fig.2 Yield spread over 10-year HK EFN
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Fig.3 Historical P/B for Fortune REIT
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Fig.4 Historical dividend yield for Fortune REIT
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Fig.5 DDM model
Long term growth rate (%)
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MEENR
FYE FY11 FY12 FY13E FY14E
Valuation Ratios
P/E (X), reported 20.0 24.6 23.9 21.0
P/E (X), adj. 20.0 24.6 23.9 21.0
P/B (X) 0.5 0.7 0.6 0.6
Dividend Yield (%) 6.9% 5.0% 5.3% 6.0%
Per share data (HKD)
EPS, reported 0.19 0.26 0.28 0.32
EPS, adj. 0.19 0.26 0.28 0.32
DPU 0.26 0.32 0.35 0.40
BVPS 7.85 8.81 10.36 11.29
Growth & Margins (%)
Growth
Revenue 8.6% 22.5% 9.4% 35.0%
EBIT 10.0% 21.9% 8.5% 37.1%
Net Income, adj. 23.6% 38.5% 7.9% 24.5%
DPU 6.8% 23.1% 9.6% 13.7%
Margins
NPI margin 70.6% 70.8% 71.0% 71.0%
EBIT margin 63.2% 62.8% 62.3% 63.3%
Net Profit margin 35.1% 39.7% 39.2% 36.1%
Key Ratios
ROE (%) 2.7% 3.1% 2.9% 3.4%
ROA (%) 2.0% 2.3% 1.9% 2.1%
Net Gearing (%) 17.6% 28.3% 53.0% 53.0%
Income Statement (HKD mn) FY11 FY12 FY13E FY14E
Revenue 909 1,114 1,218 1,645
Property operating expenses (267) (325) (353) @ar7)
Net property income 642 788 865 1,168
EBIT 574 700 759 1,041
Net finance (expense)/income (166) (141) (160) (292)
Other items 3 4) 13 13
Associates & JVs 0 0 0 0
Profit before tax 412 554 612 762
Taxation (92) (112) (135) (168)
Profit after tax 319 442 477 594
Non-controlling interest 0 0 0 0
Net income, reported 319 442 477 594
Net income, adj 319 442 477 594
Income available for distribution 442 550 602 748

Source: PSR est.
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FYE FY11 FY12 FY13E FY14E
Balance Sheet (HKD mn)

Investment properties 16,388 20,208 28,038 28,318
PPE 0 0 0 0
Associates & JVs 0 0 0 0
LT Investments 0 0 0 0
Others 0 0 0 0
Total non-current assets 16,388 20,208 28,038 28,318
Inventories 0 0 0 0
Accounts Receivables 50 55 77 80
ST Investments 0 0 0 0
Cash or equivalent 882 578 593 520
Others 0 0 0 0
Total current assets 932 633 670 600
Total Assets 17,320 20,841 28,708 28,918
ST loans 420 940 940 940
Accounts Payables 348 411 567 612
Others 235 296 296 296
Total current liabilities 1,003 1,647 1,803 1,848
LT loans 2,794 3,879 8,981 8,981
Others 295 338 338 338
Total non-current liabilities 3,089 4,217 9,319 9,319
Non-controlling interest 0 0 0 0
Shareholder Equity 13,228 14,978 17,586 17,751
Cashflow Statements (HKD mn) FY11 FY12 FY13E FY14E
CFO

PBT 3,456 2,350 612 762
Adjustments (2,836) (1,574) 133 256
Cash from ops before WC changes 620 777 745 1,018
WC changes 94 39 46 58
Cash generated from ops 714 816 791 1,076
Taxes paid, net (72) (84) (102) (120)
Interest paid (106) (115) (160) (292)
Cashflow from ops 536 616 529 664
CFI

CAPEX, net (44) (2,010) (5,965) (100)
Dividends from associates & JVs 0 0 0 0
Dividends/Interest from Investments 0 0 0 0
Purchase/sale of investments 0 0 0 0
Investments in subs & associates 0 0 0 0
Others (70) 150 50 60
Cashflow from investments (114) (1,860) (5,915) (40)
CFF

Share issuance 0 0 975 0
Purchase of treasury shares 0 0 0 0
Loans, net of repayments 342 1,620 5,024 0
Dividends to minority interests 0 0 0 0
Dividends to shareholders & capital reduction (417) (496) (542) (673)
Others (42) (34) (56) (24)
Cashflow from financing (116) 1,091 5,401 (697)
Net change in cash 305 (154) 15 (73)
Effects of exchange rates 0 0 0 0
CCE, end 732 578 593 520

Source: PSR est.
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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 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
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Tel : (65) 6533 6001
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HONG KONG
Phillip Securities (HK) Ltd
Exchange Participant of the Stock Exchange of Hong Kong
11/F United Centre 95 Queensway
Hong Kong
Tel (852) 22776600
Fax (852) 28685307
Websites: www.phillip.com.hk

INDONESIA
PT Phillip Securities Indonesia
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Tel (62-21) 57900800
Fax (62-21) 57900809
Website: www.phillip.co.id

THAILAND
Phillip Securities (Thailand) Public Co. Ltd
15th Floor, Vorawat Building,
849 Silom Road, Silom, Bangrak,
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Tel (66-2) 6351700 / 22680999
Fax (66-2) 22680921
Website www.phillip.co.th

UNITED KINGDOM
King & Shaxson Capital Limited
6th Floor, Candlewick House,

120 Cannon Street,
London, EC4N 6AS

Tel (44-20) 7426 5950

Fax (44-20) 7626 1757

Website: www.kingandshaxson.com

AUSTRALIA
PhillipCapital Australia
Level 37, 530 Collins Street,
Melbourne, Victoria 3000, Australia
Tel (613) 96298380
Fax (613) 96148309
Website: www.phillipcapital.com.au
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Phillip Capital Management Sdn Bhd
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Tel (603) 21628841
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Website: www.poems.com.my

JAPAN
PhillipCapital Japan K.K.
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Tel (81-3) 35953631
Fax (81-3) 35953630
Website:www.phillip.co.jp

CHINA
Phillip Financial Advisory (Shanghai) Co. Ltd
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Tel (86-21) 51699200
Fax (86-21) 63512940
Website: www.phillip.com.cn

FRANCE
King & Shaxson Capital Limited
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Fax (33-1) 45636017
Website: www.kingandshaxson.com
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