INSTITUTIONAL EQUITY RESEARCH ‘

Times Property (1233.HK)

Quality Land Bank with Main Focus on Pearl River Delta

Hong Kong | Property | Company report

Investment Summary

- Highly focus on the Pearl River Delta region, with 57%, of the GFA of the land
bank contributed by the cities in the Guangdong-Hong Kong-Macau Greater Bay
- Urban renewal project will provide a significant amount of GFA of projects

Business Overview

Rapid growth in 1H2017 result: In 1H2017, Times Property achieved sizable
growth. Revenue rose 53.1% from CNY5,699Mn in 1H2016 to CNY8,725Mn in
1H2017. Gross profit rose 53.5% from CNY1,499Mn in 1H2016 to CNY2,301Mn in
1H2017. The rise in gross profit is mainly caused by the increase in revenue from
the sales of properties and the slight increase in gross profit margin from 26.3% in
1H2016 to 26.4% in 1H2017. Core profit attributable to shareholders increased
only 17.6% from CNY540Mn to CNY636Mn. Although net profit increased 51.3% to
CNY799Mn, net profit attributable to the owners of the company decreased 9.4% to
CNY498Mn. The sales of properties in 1H2017 has been strong, with the company
achieving CNY17.03Bn contracted sales in the first six months, a YoY increase of
27.5%. The increase in contracted sales is solely contributed by the increase in sales
price per square foot, as evident in the contracted sales area in 1H2017 being
1,165,000 square metres (1H2016: 1,198,000 square metres), a slight decrease of
2.75%. In 1H2017, the Basic and Diluted Earnings per Share were both CNY0.29.

High quality land bank mainly located at the Greater Bay: Times Property
primarily focuses on the property development in the Pearl River Delta region. As at
30/6/2017, Times Property has a land bank with a GFA of 14.5 million square
metres, which is enough for development for the next 3-5 years. About 57% or
8,214,981 square metres of the GFA are located at Guangzhou, Foshan, Zuhai,
Zhongshan, Dongguan and Huizhou. Therefore the national development policy
“Guangdong-Hong Kong-Macau Greater Bay' will benefit Times Property
significantly. The average land cost of the land bank is just CNY3,242 per square
metres. Moreover, the company acquired 9 pieces of land in 1H2017, of which 6
pieces of land are located in Guangzhou, Foshan and Huizhou. These 9 pieces of land
will provide an additional 1,886,309 square metres of GFA to the land bank.

Land Bank as at 30/6/2017 GFA (Sq. M.) Contribution
Qingyuan 4,120,011 28%
Foshan* 2,943,152 20%
Changsha 2,161,792 15%
Guangzhou* 1,865,120 13%

Zhuhai* 1,491,497 10%
Huizhou* 869,068 6%
Zhongshan* 541,791 4%
Dongguan* 504,353 4%

Total 14,496,784 100%

Source: Company Reports, Times Property
* Part of the Guangdong-Hong Kong-Macau Greater Bay
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KEY FINANCIALS
CNY mn FY13 FY14 FY15 FY16
Net Sales 9,695 10,419 13,638 16,206
Net Profit 974 1,353 1,551 1,982
EPS, CNY 0.7200 0.7400 0.7400 1.0700
PER, x -- 3.5624 2.7560 2.9867
BVPS,CNY 2.9673 3.9388 4.8463 5.8898
P/BV, x 0.9287 0.8370 0.5485 0.6400
ROE, % 24.7 23.5 20.0 21.4

Source: Company reports, Phillip Securities Est.
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New Projectin 1H2017  No. of Projects  GFA (Sq. M.) Land Cost (CNY
‘Mn)

Guangzhou | 2 157,540 2,326

Foshan | 2 758,296 4,917

Qingyuan | 2 548,207 1,084

Huizhou 2 236,950 607

Changsha 1 185,316 578

Total 9 1,886,309 9,512

Source: Company Reports, Times Property

Engages heavily in urban renewal projects: Instead of replenishing the
land bank via public market, Times Property has a large proportion of
projects being obtained through urban renewal way. As at 30/6/2017, Times
Property had 48 urban renewal projects, primarily located at Guangzhou and
Foshan, of which 17 of the projects, with a planned GFA of about 3.66 million
square metres, have been acquired and are currently on application stage.
The remaining 31 projects has a planned GFA of 10 million square metres and
the company has signed the intent.

The Greater Bay national policy will benefit the company: The national
policy of Guangdong-Hong Kong-Macau Greater Bay provides a repricing
opportunity for the company. Transportation system and the infrastructure
have been built in the area to connect the well-developed, core cities of the
Greater Bay such as Hong Kong and Shenzhen to the less-developed Greater
Bay cities or non-Greater Bay area such as Huizhou, Changsha and Qingyuan.
This will enable the less developed regions to benefit via spill-over of housing
demand caused by population growth and economic development, from the
well-developed cities such as Hong Kong and Shenzhen. Times Property has a
large land bank in the area with a low cost of CNY3,242 per square metres.
The economic growth in the foreseeable future in the Greater Bay will allow
the company to have a sustainable profit margins and a sizable growth in
revenue, hence providing a repricing opportunity for the company.

Liquidity position improved but gearing ratio is still high: As at
30/6/2017, the gearing ratio was 68.6%, increasing from 54.7% in FY2016.
The reason for the particularly low ratio in FY2016 is the recognition and the
cash receipt stemming from the sales of properties, thereby lowering the
gearing ratio. The company has a current ratio of 2.2x in 1H2017 (FY2016:
1.8x) and is mainly contributed by the increase in properties under
development. Including restricted cash, the company has a cash reserve
amounted to CNY13Bn in 1H2017 and this is enough to cover the current
portion of bank loans.

We recommend investors to track Times Property: Times Property is one
of the most undervalued China property development stock but has a high
dividend yield of around 4.5%. In particular, it highly focuses on the
development in the Pearl River Delta region, which the economic
development of the region is supported by the national policy. The company
has huge land reserve in Guangzhou, Foshan and Huizhou and potentially has
more than 13 million square metres of GFA in the form of urban renewal
projects. Therefore, we recommend investors to put Times Property in their
watch list.

Downside Risks | (1): Further tightening regulations in Chinese property
industry
\ (2): High gearing ratio
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Financials

FYE FY2013 | FY2014 | FY2015 | FY2016
Valuation Ratios

Price Earnings (P/E) -+ 3.5624 2.7560 2.9867
Price to Book (P/B) 0.9287 0.8370 0.5485 0.6400
Per Share Data (CNY)

EPS 0.7200 0.7400 0.7400 1.0700
Book Value Per Share 2.9673 3.9388 4.8463 5.8898
Dividend Per Share 0.1094 0.1434 0.1563 0.3151
Growth & Margins (%)

Growth

Revenue - 7.5 30.9 18.8
Operating Income - 46.0 13.2 12.5
Net Profit -- 39.0 14.6 27.8
Margins

Gross Profit Margin 24.1 30.6 26.0 26.2
Operating Profit Margin 17.0 23.0 19.9 18.9
Net Profit Margin 10.0 13.0 11.4 12.2
Key Ratios

ROE (%) 24.7 23.5 20.0 21.4
ROA (%) 4.0 3.9 3.1 2.8
Income Statement (CNY Mn)

Revenue 9,695 10,419 13,638 16,206
- Cost of Goods Sold (7,355) (7,233) (10,092) (11,956)
Gross Income 2,340 3,186 3,546 4,250
- Operating Expenses (697) (788) (831) (1,195)
Operating Income 1,643 2,398 2,715 3,055
- Net Non-Operating Gain (23) (164) (94) 105
Pretax Income 1,620 2,234 2,621 3,160
- Income Tax Expenses (646) (881) (1,070) (1,178)
Net Profit 974 1,353 1,551 1,982

Source: Company, Phillip Securities (HK) Research Estimates

(Financial figures as at 25 Sep 2017)
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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.

© 2017 Phillip Securities (Hong Kong) Limited
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