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China World Trade Center (600007.SH)

A Premium Commercial Properties Operator
HONG KONG | PROPERTY | COMPANY UPDATE

Company Profile

The main business of China World Trade Center is to operate China World Trade Offices,
China World Mall and China World Hotel in the core business district of Beijing. It is the only
A-share listed company which mainly focuses in the leasing and operation of commercial
properties.

2015H1 Interim Result

In 2015H1, the reported revenue of China World Trade Center was RMB1.1 billion,
representing an increase by 1.4% yoy. Its reported net profit rose by 7.6% yoy to RMB310
million and its EPS was RMBO0.3, which was in line with expectation.

During the period, rental income from offices was up by 2.8% yoy to RMB550 million, while
that from the shopping mall was down by 3% yoy to RMB227 million. Revenue from the
hotel decreased mildly to RMB181 million. The increase in total revenue benefited from the
rise in average rental rates of offices. The average rental rates of Phase 1, 2 and 3 increased
by 3-7%. The occupancy rate was stable at 97.2%

The decrease in the rental income from the shopping mall was mainly affected by the
refurbishment of the building, which resulted in a temporary halt of business activities in
some areas during the refurbishment. It is believed that the macro economy has led to a
slight decline in the revenue from the hotel and apartments. Overall speaking, the operation
in the three main businesses remained stable.

Steady Progress of the New Project

China World Trade Center is holding three phases of properties, including offices, a shopping
mall, a hotel and apartments, with a GFA of over 870,000 sq. m. Of its operating income,
50% was from leasing of offices, 21% was from leasing and operation of the shopping mall,
17% was from the hotel operation while the rest was from the leasing of apartments and
others.

Phase 3B of World Trade Center and the reconstruction of the Exhibition Center become the
focal points of the fundamental aspect of China World Trade Center. The GFA of Phase 3B of
the World Trade Center is around 230,000 sg.m., with a total investment of RMB4.7 billion.
The project is progressing steadily currently, with the core structure having reached the 52th
floor. The overall project is expected to be completed by 2016.

Besides, the World Trade Exhibition Center and the reconstruction of the East Wing are also
the positive drivers of its fundamental aspect. The new commercial complex, with a total
GFA of over 70,000 sq. m. and a lettable floor area of over 30,000 sq. m., is expected to
increase NAV and EPS by approximately 5%.
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Solid Financial Conditions

In H1, the operating cost of China World Trade Center remained stable with falling
financing cost. During the period, the operating cost was RMB520 million, which was
similar to the same period of last year. And the financing cost of the company was
down by 17.5% yoy to just RMB62 million, mainly benefiting from rate cuts by PBoC,
the recall of RMB100 million long-term debt of the company and the increase in
capitalized interests.

In Q2, the cash on hand of China World Trade Center was RMB670 million. Its debts
reached RMB3.5 billion. Its net debt was RMB2.82 billion and its net gearing ratio was
53%. The net gearing ratio of the company has fallen from 93% by the end of 2010 to
the current ratio of 53%, reflecting an improvement in its financial health.

The liquidity pressure will mainly emerge in 2015 and 2016. The total investment of
World Trade Center Phase 3B will be RMBA4.7 billion with close to 50% being already
spent. The remaining capex will rely on operating cash flows and debt financing. We
expect both the net debt and net gearing ratio of the company will increase in 2016.

Risks
Continued weakness in the economy
Falling rents

Valuation

With its high-quality portfolio of properties, ample operating cash flows and stable
dividend payout, China World Trade Center is a leading A-share listed commercial
properties operator. The opening of the World Trade Center Phase 3B, higher
occupancy rates and an increase in the overall rents are short-term catalysts of the
company. We recommend an “Accumulate” rating, with a 12-month target price of
RMB15.5, which is equivalent to prospective 2015/2016 PE ratios of 25.4X and 24.6X.
(Closing price as at 5 Oct, 2015)
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FYE FY12 FY13 FY14 FY15F FY16F
Valuation Ratios

PIE (X), adj. 28.84 32.00 28.47 25.41 24.60
P/B (X) 2.35 212 291 2,77 2.58
Dividend Yield (%) 1.46% 1.66% 1.33% 1.48% 1.55%
Per share data (RMB)

EPS, reported 0.38 0.32 0.53 0.61 0.63
EPS, adj. 0.38 0.32 0.53 0.61 0.63
DPS 0.16 0.17 0.20 0.23 0.24
BVPS 4.66 4.82 5.19 5.60 6.00
Growth & Margins (%)

Growth

Revenue 17.93% 3.59% 8.98% 3.36% 4.20%
Operating profit 86.21% 14.40% 27.66% 11.25% 5.24%
Net Income, adj. 97.04% -14.92% 64.92% 15.11% 3.08%
Margins

Operating margin 24.91% 27.51% 32.23% 34.69% 35.04%
Net profit margin 19.30% 15.85% 23.99% 26.72% 26.43%
Key Ratios

ROE (%) 8.41% 6.80% 10.60% 11.40% 10.90%
ROA (%) 4.21% 3.50% 5.60% 5.70% 4.90%
Net Debt/(Cash) 3,382 3,176 2,805 2,825 3,092
Net Gearing (X) 72.02% 65.35% 53.69% 53.01% 55.62%
Income Statement (RMB mn)

Revenue 1,979 2,050 2,234 2,309 2,406
Operating profit 493 564 720 801 843
EBT 512 435 715 823 848
Tax 129 109 179 206 212
Tax rate 25.20% 25.06% 25.03% 25.03% 25.00%
Profit for the year 383 326 537 617 636
Minority interests 1 1 1 0 0
Net profit 382 325 536 617 636

Source: BLOOMBERG, CWTC and Phillip Securities

(Financial figures as at 5 October 2015)
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PHILLIP RESEARCH STOCK SELECTION SYSTEMS

Total Return RecommendationRating |Remarks

>+20% Buy 1 >20% upside from the current price

+5% to +20% IAccumulate 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.
© 2015 Phillip Securities (Hong Kong) Limited
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