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Emerging Shenzhen Market Consolidator

Shenzhen Investment Buy
Code: 00604 Price: HK$1.390

China government issued M & A loans details, which will accelerate property market consolidation. As
the main developer under Shenzhen gover nment, we expect the Company’s business scale to expand
through M& A. The Company will benefit from recovering Shenzhen market and resume growth in
2H09. The stock traded at lessthan 0.5xFY 09 NBV, obviously undervalued. Reiterate BUY, with
12-month target price kept at HK$2.7.
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Emerging Shenzhen market consolidator, benefit from gover nment support and M& A loans. Asthe
main developer under Shenzhen government, we expect the Company’s business scal e to expand through
M&A in FY 09-10. The Company will also become government’s main platform to accelerate urbanization
process in Baoan and Longgan, as well asto reallocate scarce land resource in Shenzhen.

Investment property over 0.6 million sg.m., possible spin-off through REITs. Most of the Company’s
investment property are industrial parks in Shenzhen urban areas. Given listed REITs be approved in 1H09
in China mainland, the Company will have a new platform to finance its investment property, or to spin-off.

Net profit to resume growth in FY09-10 . Due to lowered completed GFA goal and investment lossin
securities, we expect the Company to have alow net profit basisin FY 08(EPS of HKS0.198). Helped by
recovering Shenzhen property market and enhanced completed GFA goal, the Company’s net profit to
resume growth in FY 09-10.

P/B lessthan 0.5xNBV; Reiterate BUY. The stock traded at less than 0.5xFY 09 NBV, obviously
undervalued. Reiterate BUY, with 12-month target price kept at HK$2.7, equal to 0.8xFY 09 NBV.

Risks. 1. Deflation may bring China property price down. 2. The recovery of Shenzhen property transaction
volume may be temporary. 3. As aholding group, the Company’s performance may be subject to its
subsidiaries.
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Rating Definition The Benchmark: Hong Kong Hang Seng Index Time Horizon: 6 to 18 months
Rating Relative Performance
Buy >15%
Accumulate 5% to 15%
Neutral -5% to 5%
Reduce -5% to -15%
Sell <-15%

DISCLOSURE OF INTERESTS
(1) The Analysts and their associates do not serve as director in the listed corporation mentioned in this
Research Report.
(2) The Analysts and their associates have no financial interests in the listed corporation mentioned in this
Research Report.
(3) Guotai Junan and its group companies do not hold more than 1% of the market capitalization of listed
corporation mentioned in this Research Report.
(4) Guotai Junan and its group companies have not had investment banking relationships within the
preceding 12 months for the listed corporation mentioned in this Research Report.
DISCLAIMER
This Research Report does not constitute an invitation or offer to acquire, purchase or subscribe for
securities by Guotai Junan Securities (Hong Kong) Limited ("Guotai Junan"). Guotai Junan and its group
companies may do business that relates to companies covered in research reports, including investment
banking, investment services and etc. (for example, the placing agent, lead manager, sponsor, underwriter
or invest proprietarily).

Any opinions expressed in this report may differ or be contrary to opinions or investment strategies
expressed orally or in written form by sales persons, dealers and other professional executives of Guotai
Junan group of companies. Any opinions expressed in this report may differ or be contrary to opinions or

investment decisions made by the asset management and investment banking groups of Guotai Junan.

Though best effort has been made to ensure the accuracy of the information and data contained in this
Research Report, Guotai Junan does not guarantee the accuracy and completeness of the information and
data herein. This Research Report may contain some forward-looking estimates and forecasts derived from
the assumptions of the future political and economic conditions with inherently unpredictable and mutable
situation, so uncertainty may contain. Investors should understand and comprehend the investment
objectives and its related risks, and where necessary consult their own financial advisers prior to any
investment decision.
© 2008 Guotai Junan Securities (Hong Kong) Limited. All Rights Reserved.
27/F., Low Block, Grand Millennium Plaza, 181 Queens’ Road Central, Hong Kong.
Tel.: (852) 2509-9118 Fax: (852) 2509-7793

Please read the disclaimer on last page
Page 2




« )
O Guotai Junan (HK)

Website: www.gtja.com.hk

Please read the disclaimer on last page
Page 3




