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Well-Positioned Property Portfolio

Logan Property's projects in Shenzhen are well-positioned with advanced transport
infrastructure such as high speed rail and underground rail services, making
Shenzhen CBD area standing at the fingertips of the properties. Being located above
or close to the rail station has also given Logan Property's projects a huge price
appreciation potential, making it more attractive to potential homebuyers and
investors. Moreover, Shenzhen government has announced a 5-year plan regarding
to the expansion to the eastern part of Shenzhen and the relevant city development
and infrastructure construction. To coordinate with the future development trend
in Shenzhen, Logan Property has recently acquired a land with 100% attributable
interest and GFA of 135,440 square metres in Pingshan, located in the eastern part
of Shenzhen. A few years ago, Logan Property has already established its strategic
presence in East Shenzhen by developing Logan City, which is technically located in
Huizhou but is just a block away from East Shenzhen. Apart from the East Shenzhen
development, Logan Property has acquired a land, with GFA 720,000 square metres
and 40% attributable interest, in Guangming district of Shenzhen at recorded price.

High Quality Land Bank with Low Cost

The company has been actively expanding its land bank in recent years, increasing
the gross floor area of the saleable resources to 14.08 million square metres, which
satisfy the company's demand for property development in the next 5-6 years.
According to the below chart, the land bank is composed of land primarily from
Shenzhen, contributing to 39% of the total GFA in the land bank. In terms of
financial value, Shenzhen contributes to more than 70% of the saleable resources in
the land bank because of the rapidly rising property price in Shenzhen in recent
years.

Land Bank Composition in 1H2016
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KEY FINANCIALS

CNY mn FY14 FY15 FY16E FY17E
Net Sales 12,498 14,574 19,342 21,440
Net Profit 2,421 2,688 3,656 4,055
EPS, HKD 0.5859 0.6164 0.7477 0.8255
PER, x 581 544 478 4.97
BVPS, HKD 2.7978 2.8672 3.2804 3.8583
P/BV, x 122 1.04 109 1.05
ROE, % 210 196 227 214

Source: Company reports, Phillip Securities Est.
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Logan Property primarily operates in South China, and has a specific focus in
Shenzhen, which the property market has been hot in recent years. According
to the graph below, the sales price of the new apartment in Shenzhen rose
34%, from CNY41,139 to CNY55,150 per square metres in just a year. Pearl
Delta region also has a growing property price whilst those for Nanning and
Shantou were relatively stable in the same period.

New Apartment Sales Price (CNY) per Squared Metres across Cities
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On the other hand, the three most recent land acquisition in Shenzhen
performed by Logan Property were Guangming project (8/6/2016), Pingshan
(22/12/2015) and Longhua Hongshan project (23/9/2015) and their cost
were CNY19,527, CNY7,989 and CNY13,366 per square metre respectively.
According to China Urban Land Price Dynamic Monitor, the price per square
metre of residential property in Shenzhen for 2Q2016, 4Q2015, and 3Q2015
are CNY45,534, CNY42,251 and CNY40,230 per square metres respectively.
Comparing the prices, we can see that Logan Property obtained land at lower
price than the Shenzhen average price and in comparison with the average
price of CNY3,409 per square metres in the land bank, the current Shenzhen
land market price is more than 10 times of the cost of land in the land bank.

Land Bank Size and Its Cost across Years
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Impact of Government Policy

Chinese government has implemented tightening policy in the property
market. Policy includes loan limitation, down payment ratio increase and
quantity limitation etc. However, we believe these policies’ effects on
Shenzhen property price will be short term and minimal. According to
statistics by Shenzhen government, the population in 2014 is 10.78 million.
However, according to the 5 year plan on property construction by Shenzhen
government, the home ownership percentage in Shenzhen is only 34% in
2015. In comparison with the homeownership percentage of Shanghai,
Beijing and Guangzhou, which are 70%, 70% and 90% respectively, the
homeownership percentage in Shenzhen is unacceptably small.

Besides, Shenzhen has rapid economic growth, with a GDP growth of 8.6% in
1H2016 in comparison with 1H2015. Shenzhen also has an expanding
population as well as population inflow from other provinces, both of which
are the fundamental drivers of the property prices. Since demand for housing
in Shenzhen hugely exceeds the supply, along with rapid economic growth
and expanding population, we expect Shenzhen property price will continue
to rise in long term.

Financial Outlook

While Logan Property is increasing the size of its land bank, it has been
consistently launching new projects. According to the chart below, as at Jun
2016, the company had a recorded high on GFA of developing projects in
almost 3 years, standing at 5,301,042 square metres. Newly commenced
projects increased 77.5%, from 854,682 square metres in Jun 2015 to
1,517,439 square metres in Jun 2016.

Newly Commenced and Developing Projects in Square Metres across Years
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Despite actively starting new projects, contracted sales volume and its
average selling price have been catching up too. As shown from the chart
below, contracted sales volume and average selling price have increased 71%
and 79.7% in 1H2016, in comparison with 1H2015 respectively. With the
rapidly growing contracted sales and the rapidly growing GFA of developing
projects, we expect the top line sales to grow rapidly in the next few years
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Contracted Sales and Average Selling Price across Years
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According to the chart below, the average contracted sales price per square
metres made during 1H2016 is higher than that of the recognised sales. In
particular, Shenzhen's one increased 75.3% from CNY11,169 to CNY19,574
per square metres. With the relatively low cost land bank, we expect the gross
profit margin to improve from the current, stable average of 30%.

Comparison of Sales Price per Square Metre in 1H2016 (Contracted vs Recognised)
25,000

20,000
15,000

10,000

| Ip Iz =5 &

. Al EE EN =

Shenzhen Pearl Delta Shantou Nanning Others
s Contracted Sales ~ mmm Recognised Sales Average Land Cost

Source: Annual Report, Logan Property

Comparing contracted sales, which increased to CNY14,390 million in
1H2016, and recognised sales, which increased to CNY6,613 million in
1H2016, we can see clearly that contracted sales exceed recognised sales by
217%. In addition to the difference in sales volume, the proportion
contributed by Shenzhen in contracted sales, according to the two charts
below, has increased significantly. Due to the high sales price per square
metres in Shenzhen, we expect Logan Property to have rising gross profit
margin as well as gross profit in absolute amount. Referring further below to
the profit margins chart, we can see that the difference between gross margin
line and the EBITDA margin line is stable. Moreover, Net margin line is
relatively constant. Therefore, with a gross margin and gross profit increase,
we expect the company will generate larger net profit in the future.
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Comparison of Sales Price per Square Metre in 1H2016 (Contracted vs Recognised)
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Logan Property’s Profit Margins across Years
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Valuation

With the low homeownership percentage and population inflow to Shenzhen,
Logan Property will continue to benefit from these fundamental housing
demand drivers. Moreover, Logan Property's cheap land reserve would allow
it to generate sizable profit in the next few years. The peer average P/E, P/B,
and P/S are 6.56x, 0.87x, and 1.16x respectively. Logan Property's target
price is therefore $4.10, with Buy rating assigned. (Closing price as at 28 Nov
2016)
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Peer's Average P/E, P/B and P/S across Years
14

12

10

2

Ww

0
1/7/2011  1/7/2012  1/7/2013  1/7/2014  1/7/2015  1/7/2016

s A2 AR P/E e Average P/B Average P/S
Source: Bloomberg, Phillip Securities (HK) Research
Risk

Highly levered company, with vast amount of debt maturing in 2020
Tightening regulations
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Financials

FYE 2013 | 2014 | 2015 |  2016F | 2017F
Valuation Ratios

Price Earnings (P/E) -+ 5.81 5.44 4.78 4.97
Price to Book (P/B) - 1.22 1.04 1.09 1.05
Per Share Data (HKD)

EPS 0.6061 0.5859 0.6164 0.7477 0.8255
Book Value Per Share 1.8779 2.7978 2.8672 3.2804 3.8583
Dividend Per Share 0.1100 0.1099 0.1411 0.2234 0.2476
Growth & Margins (%)

Growth

Revenue 68.89 12.4% 16.6% 32.7% 10.8%
Operating Income 63.2% (15.4%) 14.1% 34.1% 10.9%
Net Profit 13.2% 17.7% 10.2% 36.0% 10.9%
Margins

Gross Profit Margin 37.0% 30.4% 30.4% 30.4% 30.4%
Operating Profit Margin 30.5% 22.9% 22.4% 22.7% 22.7%
Net Income Margin 18.5% 19.4% 18.4% 18.9% 18.9%
Key Ratios

ROE (%) 27.6% 21.0% 19.6% 22.7% 21.4%
ROA (%) 7.3% 5.2% 4.7% 5.7% 5.4%
Income Statement (CNY

Mn)

Revenue 11,119 12,498 14,574 19,342 21,440
- Cost of Goods Sold (7,003) (8,694) (10,144) (13,459) (14,918)
Gross Income 4,116 3,804 4,430 5,883 6,522
- Operating Expenses (729) (940) (1,161) (1,498) (1,660)
Operating Income 3,387 2,864 3,269 4,385 4,862
- Net Non-Operating Gain (78) 854 904 1,261 1,398
Pretax Income 3,309 3,718 4,174 5,646 6,260
- Income Tax Expenses (1,252) (1,297) (1,486) (1,990) (2,205)
Net Profit 2,057 2,421 2,688 3,656 4,055

Source: Company, Phillip Securities (HK) Research Estimates

(Financial figures as at 28 Nov 2016)
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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 +5% to +20%upside from the current pice

2

-5% to +5% Neutral 3 Trade within _ + 5% from the current price

-5% to -20% Reduce 4 -5% to -20% downside from the current pige
<-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.
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