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Evergrande (3333.HK)

Multi business lines achieving strong growth

HONG KONG | PROPERTY | COMPANY UPDATE

Full-year sales target of RMB180 billion is basically achieved

The latest data showed that contract sales of Evergrande reached RMB17.85 billion in
November and sales by GFA was 2.14 million sq.m., representing an increase of 33.2% and
26.6% yoy respectively. For the first 11 months, contract sales of the company already
reached RMB172.4 billion, which accounted for 96% of the upwardly adjusted sales target of
RMB180 billion, representing a growth of 42.8% yoy. It can be said that the company has
basically reached its full-year target and may probably exceed it.

While keeping its rapid sell-through on the one hand, Evergrande also replenished its land
bank quickly. In early December, Evergrande spent RMB13.5 billion to acquire 4 mega
projects which are located in Haikou in Hainan, Wuhan in Hubei, Huizhou in Guangdong,
from Hong Kong's New World Group. The asset quality is superior in this transaction.
Moreover, the payment method is beneficial to Evergrande, which has strong operation
capability. Other than the RMB3.15 billion down payment, the company can pay for the rest
of transaction price within two years. Evergrande can leverage on its advantage in high
turnover. By using cash flows from its property projects to pay for the rest of the transaction
price, it can ensure a relatively higher investment return for the project.

Diversification strategy is bearing fruit

In the recent half year, effects from Evergrande’s diversification strategy begin to unfold. Its
series of activities include: building an 020 platform, Heng Teng Internet; Evergrande
Taobao Football Club; the successful listing of Evergrande Culture Industry Group on the
new Third Board; restructuring of its food industry and the building of the Evergrande life
insurance platform. Evergrande has successfully expanded the “Evergrande” brand to
consumption, finance, sports and cultural businesses to become an integrated brand.
Driving rapid growth of each platform for future spin-off has become an effective path to
realize the value of Evergrande. We can expect that Evergrande will expand into more
industries and increase the degree of capitalization.

Financial structure continues to improve

On 15 October, the company announced that it successfully issued corporate bonds through
a private placement, breaking the country’s record of privately issued debts in terms of fund
raised. There were two types of bonds in this private placement, namely “3+2” term and 5-
year term, with coupon rates lower than those of off-shore bonds. The annual coupon rate
of the RMB17.5 billion “3+2”-term bond was 7.3% and that of the 5-year bond was 7.88%.
The smooth execution of the issuance of onshore debt, privately placed debt and equity
placement is beneficial to the optimization of the company’s financial structure and costs.

Risk
Slower sales;
Progress of business diversification is below expectations
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KEY FINANCIALS

RMB Mn FY13 FY14 FY15E FY16E
Revenue 93,672 111,398 140,254 167,234
Net Profit 27,639 31,784 37,940 49,318
EPS 0.790 0.850 0.650  0.970
P/E (X) 232 274 852 5.71
BVPS 3.030 3.500 5.110  5.340
P/B (X) 060 0.67 1.08 1.04
DPS 0.430 0.430 0.260 0.270
Div. Yield 23.50% 18.45% 4.69%  4.87%
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Valuation

Strong sales of Evergrande outperformed its peers. There are still abundant sales
pipelines in next year and it is believed that the growth momentum will continue.
Besides, the smooth progress of its business diversification strategy and further
enhancement in its degree of capitalization will enhance its enterprise value. We
recommend a “Neutral” rating, with a 12-month target price of HKD6.6, which is
equivalent to 2015/2016 prospective PE ratio of 8.5x and 5.7x. (Closing price as at 24,

Dec 2015)

Financials

FYE FY12 FY13 FY14 FY15F FY16F
Valuation Ratios

P/E (X), adj. 4.03 2.32 2.74 8.52 5.71
P/B (X 0.96 0.60 0.67 1.08 1.04
Dividend Yield (%) 0.00% 23.50% 18.45% 4.69% 4.87%
Per share data (RMB)

EPS, reported 0.610 0.790 0.850 0.650 0.970
EPS, adj. 0.610 0.790 0.850 0.650 0.970
DPS 0.000 0.430 0.430 0.260 0.270
BVPS 2.550 3.030 3.500 5.110 5.340
Growth & Margins (%)

Growth

Revenue 5.40% 43.53% 18.92% 25.90% 19.24%
EBIT -17.07% 54.01% 22.82% -30.59% 42.49%
Net Income, adj. -19.00% 37.52% -0.06% -24.43% 49.77%
Margins

Gross profit margin 27.90% 29.51% 28.53% 27.05% 29.49%
EBIT margin 25.27% 27.11% 28.00% 15.44% 18.45%
Net profit margin 14.05% 13.46% 11.31% 6.79% 8.53%
Key Ratios

ROE (%) 26.12% 29.04% 25.28% 12.72% 18.16%
ROA (%) 4.39% 4.52% 4.12% 3.27% 3.86%
Net Debt/(Cash) 43,484 68,699 115,268 106,892 112,537
Net Gearing (X) 101.90% 86.60% 102.60% 94.62% 95.18%

Income Statement (RMB mn)

FY12 FY13 FY14 FY15F FY16F
Revenue 65,261 93,672 111,398 140,254 167,234
Gross profit 18,210 27,639 31,784 37,940 49,318
EBIT 16,523 25,044 28,563 22,882 32,402
EBT 16,490 25,396 31,191 21,650 30,850
Tax (7,308) (11,687) (13,175) (9,310) (13,266)
Tax rate 44.32% 46.02% 42.24% 43.00% 43.00%
Profit for the year 9,182 13,709 18,016 12,340 17,584
Minority interests 11 1,097 5,412 2,815 3,318
Net profit 9,171 12,612 12,604 9,525 14,266

Source: BLOOMBERG, Evergrande and Phillip Securities
(Financial figures as at 24 December 2015)
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PHILLIP RESEARCH STOCK SELECTION SYSTEMS

Total Return Recommendati | Rating | Remarks

>+20% (I;l:ly 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.
© 2015 Phillip Securities (Hong Kong) Limited
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