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Land Tender Summary 
- Second project is won in Hong Kong, signaling a good progress on the 

geographical portfolio diversification by KWG Property 
- The Kai Tak project will have good transportation infrastructure linking the 

residential site to the central business district in Hong Kong, via the Sha Tin to 
Central Link rail services scheduled for operation in 2019 

- High demand and solid sales progress achieved by other developers in the Kai 
Tak area, such as One Kai Tak and K City 

 
Overview 
KWG Property won the second project in Hong Kong: After winning the land 
tender for a land in Ap Lei Chau with Logan Property, KWG Property has taken a 
step further by winning a second piece of land in Hong Kong. On 15/5/2017, the 
consortium of KWG Property and Longfor Property won the land tender for the land 
Area 1K Site 1 in Kai Tak, which has a site area of 104,600 square foot and a GFA of 
575,500 square foot. KWG Property and Longfor Property submitted a bid and 
successfully acquired the land at a consideration of HK$7.23Bn, equivalent to a cost 
per square foot of HK$12,563. The market valuation for the Kai Tak land is between 
HK$6.33Bn and HK$7.48Bn, equivalent to a cost per square foot of HK$11,000 and 
HK$13,000 respectively, implying that the acquisition cost of KWG Property on the 
Kai Tak land is in line with market expectation.  
 
KWG Property`s first project in Kai Tak: The land Area 1K Site 1 is the last land in 
Area 1K and Area 1L for residential use in Kai Tak and is next to the land obtained 
by K. Wah International (Area 1K Site 2) and HNA Group (Area 1L Site 1 and Area 
1L Site 2 via its subsidiary Hong Kong International Construction Investment 
Management). The acquisition cost paid by KWG Property and Longfor Property is 
lower than those paid by HNA Group and its subsidiary but could still be considered 
relatively high given that the land is located at the inland portion of the Kai Tak 
development area, which some of the view to the harbor may be blocked by other 
development projects. However, Kai Tak development area is one of the very 
limited development projects in the central part of Hong Kong with well-planned 
transport infrastructure, i.e. rail services, thus providing a solid assurance sales 
price in its properties. 
 

Date Land Total Cost Cost/Sq. Ft. Developer 
Jun 2013 Area 1H Site 1 (One Kai Tak) HK$2.27Bn HK$5,428 China Overseas 
Jun 2013 Area 1H Site 2 (One Kai Tak) HK$2.27Bn HK$4,913 China Overseas 
Feb 2014 Area 1I Site 1 HK$2.91Bn HK$5,600 K&K Property 
Feb 2014 Area 1I Site 2 (K City) HK$2.94Bn HK$5,330 K. Wah Int`l 
Feb 2014 Area 1I Site 3 HK$3.92Bn HK$6,530 Poly Property 
May 2014 Area 1H Site 3 HK$2.52Bn HK$6,101 Wheelock 
Nov 2016 Area 1K Site 3 HK$8.84Bn HK$13,500 HNA Group 
Dec 2016 Area 1L Site 3 HK$5.41Bn HK$13,600 HNA Group 
Dec 2016 Area 1K Site 2 HK$5.87Bn HK$10,220 K. Wah Int`l 
Jan 2017 Area 1L Site 1 HK$5.53Bn HK$13,000 HNA Group 
Mar 2017 Area 1L Site 2 HK$7.44Bn HK$13,500 HNA Group 
May 2017 Area 1K Site 1 HK$7.23Bn HK$12,600 KWG & Longfor 

Source: Lands Department 
 

Accumulate 
CMP: HKD 5.60 
(Closing price as at 19 May 2017) 
TARGET: HKD 6.55 (+16.96%) 
 
COMPANY DATA 
O/S SHARES (MN)  : 3,054 
MARKET CAP (HKDMN) : 17,101 
52 - WK HI/LO (HKD): 6.31 / 4.20 
  
  
  
 
SHARE HOLDING PATTERN，，，， % 
Kong Jianmin 61.15 
  
  
  
 
PRICE PERFORMANCE，，，， % 

1M 3M 1Y 
KWG Property (6.35) 11.55 20.69 
HSI 5.55 4.60 28.24 
 
PRICE VS. HSI 

 
Source: Phillip Securities (HK) Research 
 
KEY FINANCIALS 
CNY mn FY15 FY16 FY17E FY18E 
Net Sales 8,340 8,865 8,902 9,147 
Net Profit 3,414 3,461 3,282 3,586 
EPS, HKD 1.3525 1.2779 1.2250 1.3387 
PER, x 4.22 3.59 5.00 4.89 
BVPS, HKD 8.7689 8.9627 9.6376 10.4264 
P/BV, x 0.67 0.54 0.64 0.63 
ROE, %  15.3 14.5 17.5 17.9 
Source: Company reports, Phillip Securities Est. 
 
Research Analyst  
John Wong 
+852 2277 6527 
johnycwong@phillip.com.hk 
 



 
 

Page | 2 | PHILLISECURITIES (HK) RESEARCH 

KWG Property (1813.HK) Company report 

 
Good progress on geographical diversification: In late February 2017, 
KWG Property and Logan Property formed a consortium and successfully 
obtained the land in Ap Lei Chau at a record-breaking consideration of 
HK$16.86Bn. The land is located by the seashore and has a spectacular view 
on the harbour, which is very rare at the centre of Hong Kong. Moreover, the 
additional land obtained in Kai Tak will enable the company to further 
establish its strategic positioning in Hong Kong and will become the 
foundation for the company`s geographical diversification. 
  
The primary benefit for the company to establish its strategic footprint 
overseas can be summarized as follow: 
 
- Property projects in Hong Kong allows the company to establish a hedge 

against the possible depreciation of Renminbi by having currency 
exposure in HKD. 
 

- The land obtained through public tendering and auction in China is 
expensive because of the aggressive land bidding strategy adopted by the 
Chinese property developer, eating away the profitability of developer. 
Engaging overseas can reduce the risk of deteriorating profit margin. 
 

- Regulation in both the financing channels in purchasing land by developer 
and purchasing homes by Chinese citizens are tightened, increasing the 
difficulty Chinese property developer faces in operation. Engaging 
overseas can avoid the difficulties in obtaining finance for property 
development project. 

 
In addition to the above benefits, the international diversification strategy 
will provide an intangible benefit of enhancing the brand name of KWG 
Property. Being able to operate in Hong Kong and overseas, both of which 
have stricter control in terms of regulations, and large number of investors 
who have high expectation on the quality of property, will enable the 
company to improve its brand name in China, thus allowing KWG Property to 
have more pricing power in its property projects in the future. 
 
Investment Thesis & Valuation 
We will maintain our target price at HK$6.55: The two successful land 
acquisitions in Hong Kong signal the company`s march towards the 
international property market. We believe KWG Property will have further 
acquisition internationally because of, but not limited to the abovementioned 
benefit. Therefore, we will stay tuned to its further action and will maintain 
our current expectation. The target price of HK$6.55 and the rating of 
`Accumulate` will be maintained. (Closing price as at 19 May 2017) 
  
Downside Risks (1): Further tightening regulations in Chinese property 

industry 
 (2): Sales of overseas project worse than expected 
 (3): A highly geared company despite the recent drop in 

gearing ratio 
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Financials 
 
FYE FY2014 FY2015 FY2016 FY2017F FY2018F 
Valuation Ratios  
Price Earnings (P/E) 4.18 4.22 3.59 5.00 4.89 
Price to Book (P/B) 0.64 0.67 0.54 0.64 0.63 
Per Share Data (HKD)  
EPS 1.3976 1.3525 1.2779 1.2250 1.3387 
Book Value Per Share 8.6473 8.7689 8.9627 9.6376 10.4264 
Dividend Per Share 0.4118 0.3411 0.5667 0.5500 0.5500 
Growth & Margins (%) 
Growth 

 

Revenue 10.5 (20.3) 6.3 0.4 2.8 
Operating Income 8.6 (25.4) (9.2) 17.0 1.0 
Net Profit 18.9 4.4 1.4 (5.2) 17.0 
Margins  
Gross Profit Margin 35.5 36.1 34.6 35.4 35.4 
Operating Profit Margin 70.6 65.1 57.9 66.0 64.9 
Net Profit Margin 31.2 40.9 39.0 37.1 37.1 
Key Ratios  
ROE (%) 16.0 15.3 14.5 17.5 17.9 
ROA (%) 4.6 4.3 3.1 2.9 3.1 
Income Statement (CNY 
Mn) 

 

Revenue 10,466 8,340 8,865 8,902 9,147 
- Cost of Goods Sold (6,748) (5,330) (5,795) (5,750) (5,908) 
Gross Income 3,718 3,010 3,070 3,152 3,239 
- Operating Expenses (1,093) (1,051) (1,292) (1,071) (1,137) 
Operating Income 2,625 1,959 1,778 2,081 2,102 
- Net Non-Operating Gain 2,021 2,704 2,749 2,380 2,784 
Pretax Income 4,646 4,663 4,527 4,461 4,886 
- Income Tax Expenses (1,377) (1,249) (1,066) (1,179) (1,300) 
Net Profit 3,269 3,414 3,461 3,282 3,586 
Source: Company, Phillip Securities (HK) Research Estimates 
(Financial figures as at 19 May 2017) 
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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.   

© 2017 Phillip Securities (Hong Kong) Limited 
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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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