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Shenzhen Investment(00604 HK) 9 July, 2009
00604 HK
65% of FY09 Sales Target Achieved; Reiterate BUY
65% 09 ,
® The Company has FYO09 revenue target around RMB3.8 bn and Rating' Buy
pre-sales area target around 0.4 mn sq.m., 65% of target is achieved.
® The Company sold out 83 units of high-rise part of Purple Kylin in 2
hours, with ASP of RMB8,300/sq.m.. 6-18M TP : HK$4.70
® With land bank of 10 mn sg.m., cash over HK$4.6 bn, Shenzhen Share price HK$3.33
investment property of 0.6 mn sqg.m., the stock traded at 1.0xFY09
NBV, obviously undervalued. Reiterate BUY, with 12-month target price Stock performance
increased by 20% to HK$4.70/share, equal to 1.3xFY09 NBV, with 36%
discount to its NAV.
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Year End Turnover Net Profit EPS EPS PER DPS Yield ROE
12/31 (HK$ m) (HK$ m) (HK$) (%) (x) (HK$) (%) (%)
2007A 3,343 1,715 0.570 80.3 5.8 0.312 11.0 21.1
2008A 4,081 873 0.270 (52.6) 12.3 0.109 3.8 8.5
2009F 4,957 1,051 0.325 20.4 10.3 0.162 5.7 9.5
2010F 6,027 1,357 0.381 17.4 8.7 0.191 6.7 10.9
2011F 7,189 1,478 0.415 8.9 8.0 0.208 7.3 10.5
Shares in issue (m) (m) 3,236.0 Major shareholder Shumyip 45.7%
Market cap. (HK$ m) (HK$ m) 10,775.4 Free float (%) (%) 43.1
FY09 P/B (x) (%) 1.0 FY09 NBV per share (HK$) 35
52 Weeks high/low (HK$) 52/ 3.76/0.54 Est. FY09 NAV (HK$) 7.3

Source: the Company, Guotai Junan (HK)
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65% of FYQ09 revenue target was achieved, better than our estimate. The Company’s FY09 revenue target
is around RMB3.8 bn with pre-sales area target around 0.4 mn sq.m.. Most projects are located in Shenzhen,
including Shumyip Coast, Purple Kylin Hill, Noble Residence and Water Pine. Total GFA of expected
completion projects in 2009 is 895,000 sg.m., with saleable GFA of 646,000 sg.m.. The Company has achieved
65% of FY09 Revenue target up to now.

85 units of Purple Kylin sold in 2 hours. On July 5, the Company launched 83 units of high-rise part
of Purple Kylin, which located in central Longgang, Shenzhen. The 83 units were sold in 2 hours
with ASP around RMB8,500/sg.m., with more than 200 keen buyers having paid subscription fees
weeks ago. ASP of Purple Kylin’ s villa part is currently RMB20,000, 20% higher than YO8 end when
it was launched.

New subway completion in Baoan and Longgang will drive Shenzhen property price up. Just like
Kowloon and New Territories’s urbanization in 1970s-1980s, with new subway completion in Baoan and
Longgang, we expect Baoan and Longgang to be the new urban centers to accommodate increasing
Shenzhen residents and business movements in the next 10 years. Thus we expect Shenzhen property price
to rise over 20% YoY in 2010-2011. With the new underground railway (Hong Kong-Shenzhen-Guangzhou)
completion in 2011-2013, we expect Baoan and Longgang property price to approach RMB15,000/sq.m., 50%
of New Territories price level.

Targeting 30% YoY growth on property sales in 2009-2011. The Management expects gross margin over
30% in 2009-2011, with planned growth at CAGR of 30% in FY2009-2011(in terms of sales revenue and net
profit). We expect the Company to reach cyclical net earning peak in FY2010-11.

To upgrade rental return of its investment property in Shenzhen. The Company has land bank of 10 mn
sg.m., cash of HK$4.6 bn, Shenzhen-based investment property of 0.6 mn sg.m. and annual rental revenue
over HK$0.3 bn. The Management plans to reorganize its investment property to generate better rental yield.
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.

Reiterate BUY, with 12-month target price increased by 20% to HK$4.70. Maintain earning estimate and
NAV of HK$7.3/share. The Company’s net profit will resume growth in 2009-2011. China property developers
traded at FY09 NBV of 2.0x on average. The stock traded at less than 1.0xFY09 NBV, obviously undervalued.
Reiterate BUY. Raise 12-month target price by 20% to HK$4.7/share,equal to 1.3xFY09 NBV.

Table: The Company’s FY09 NAV valuation

share of

FY09 NAV NAV (HK$ m)  NAV/share(HK$) NAV(%)
Property

Investment Property 4,975 1.6 22.4
Property Development 24,939 8.2 112.3
Others 1,599.4 0.5 7.2
Road King 1,109 0.4 5.0
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Costal Land 454 0.1 2.0
Net Debt (9,359) 3.1 (42.1)
Sum 23,717.6 7.3 100.0

Source: the Company, Guotai Junan (HK) Research estimate

Risks. 1. The recovery of Shenzhen property transaction volume may be temporary. 2. As a holding group, the
Company’s performance may be subject to its subsidiaries. 3. The Company’s FY09 net gearing is around
53.1%, which implies possible new share placement to finance its scale expansion and dilution of its EPS.

Attachment 1. The Company’s Income Statement

HK$000 FYO08 FYO7 YoY change
Revenue 4,080,821 3,342,802 22.1%
Cost of sales (2,368,044) (2,007,812) 17.9%
Gross profit 1,712,777 1,334,990 28.3%
Other income and gains 333,737 696,104 -52.1%
Increase in fair value of investment

properties 515,280 725,534 -29.0%
Selling and distribution costs (138,845) (91,623) 51.5%
Administrative expenses (541,568) (464,331) 16.6%
Other operating expenses (85,901) (79,893) 7.5%
Operating profit 1,795,480 2,120,781 -15.3%
Finance costs (218,776) (274,978) -20.4%
Share of profits and losses of associates 432,870 436,448 -0.8%
Profit before tax 1,724,729 2,509,746 -31.3%
Tax (677,013) (729,326) -7.2%
Profit:continued operations 1,047,716 1,780,420 -41.2%
Profit:discontinued operations (24,231) 152,983

Profit for the year 1,023,485 1,933,403 -47.1%
attributable to minority shareholder 150,469 218,582 -31.2%
attributable to equity holders 873,016 1,714,821 -49.1%
EPS(HK$) 0.272 0.570 -52.3%

Source: the Company, Guotai Junan (HK)
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Attachment 2. The Company’s main investment property location in Shenzhen
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Company Rating Definition
The Benchmark: Hong Kong Hang Seng Index
Time Horizon: 6 to 18 months

Rating Definition
Buy Relative Performance >15%;

or the fundamental outlook of the company or sector is favorable.
Accumulate Relative Performance is 5% to 15%;

or the fundamental outlook of the company or sector is favorable.
Neutral Relative Performance is -5% to 5%;

or the fundamental outlook of the company or sector is neutral.
Reduce Relative Performance is -5% to -15%;

or the fundamental outlook of the company or sector is unfavorable.
Sell Relative Performance <-15%;

or the fundamental outlook of the company or sector is unfavorable.

Sector Rating Definition
The Benchmark: Hong Kong Hang Seng Index
Time Horizon: 6 to 18 months

Rating Definition
Outperform Relative Performance >5%;

or the fundamental outlook of the sector is favorable.
Neutral Relative Performance is -5% to 5%;

or the fundamental outlook of the sector is neutral.
Underperform Relative Performance <-5%;

or the fundamental outlook of the sector is unfavorable.

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) Except for Shandong Chenming (01812), 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.
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This Research Report is not directed at, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located
in any jurisdiction where such distribution, publication, availability or use would be contrary to applicable law or regulation or which would

subject Guotai Junan and its group companies to any registration or licensing requirement within such jurisdiction.

© 2009 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
Website: www.gtja.com.hk
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