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Market cap. HK$4,176m
Issued shares 2,784m
Ent value HK$10,367m
Net debt to equity 88%
3-yr core EPS CAGR 25%
BVPS HK$3.48
Price/BVPS 0.43X
Avg daily T/0 HK$13.55m
Estimated free float 40%
ROE 10.8%
ROA 2.4%
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Major shareholder
Exchange rate

HK$2.45 / 1.14
Guo Zi Wen — 48%
RMB1 = HK$1.21
US$1 = HK$7.75
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CHINA AOYUAN

Satisfactory interim results

Core interim profit rises 50%o, in line with expectation —
Excluding fair value changes of investment properties, core profit rose
50% YoY to RMB445m in 1H15, in line with our expectation. The
company’s full-year core profit is anticipated to meet our forecast of
RMB893m. The declaration of a special interim dividend of
RMBO0.018/share is also a positive surprise.

RMB plunge to cause RMB225m exchange loss — As of 30 June
2015, total debt of China Aoyuan amounted to RMB13.8bn, half of
which are denominated either in US$ or HK$. The exchange rate of
RMB has depreciated by about 3.3% against the US$ over the past 2
days, which is expected to cause an exchange loss of RMB225m to the
company, representing 23% of net profit before exchange rate changes
for 2015. Nonetheless, this will not affect the core profit.

Better-than-expected gross margin and core net margin —
Gross margin for 1H15 went down 1.2ppt YoY to 29.4%, but still higher
than our projection of 27% for the full-year. Core net margin edged
0.2ppt higher to 11.3% in 1H15 and was above our full-year forecast of
10%. The higher-than-expected gross and core net margins provide
strong buffer to the full-year results of the company.

Net gearing ratio climbs higher to 88%b6 —China Aoyuan acquired 6
land parcels in 1H15, driving up its net gearing ratio to 88% from 72%
at end-2014. We are concerned if the company would slow down its
land acquisitions given its relatively high gearing comparing to peers.

Maintain BUY and target price — We estimate that the company still
had contracted sales of RMB13.3bn not yet recognized as of 30 June
2015, equivalent to 150% of property sales revenue expected for 2015.
This should help support core profit growth over the next 2 years. As
we project core profit to increase 21% and 33% YoY in 2015 and 2016,
we maintain our BUY recommendation and target price.

COMPANY BACKGROUND: China Aoyuan is principally engaged in
developing residential and commercial properties in China.

EARNINGS DATA

Year to 31 Dec 2014A 2015E 2016E 2017E
Core profit RMBm 736 893 1,186 1,428
Change % +12.1 +21.3 +32.8 +20.5
Core EPS RMB 0.264 0.321 0.426 0.513
Change % +8.1 +21.3 +32.8 +20.5
Net profit RMBm 809 817 1,186 1,428
EPS RMB 0.291 0.294 0.426 0.513
DPS RMB 0.087 0.096 0.128 0.154
Core PER X 4.7 3.9 2.9 2.4
Yield % 7.0 7.8 10.3 12.4

PP sombORoRl - \RN INGS FORECAST

Year to 31 Dec 2013A 2014A 2015E 2016E 2017E

RMBm RMBm RMBm RMBm RMBm
Turnover 5,729 6,976 9,076 11,334 13,491
EBITDA 1,237 1,432 1,769 2,300 2,746
Depreciation & amortization (34) (25) (28) (31) (34)
EBIT 1,204 1,407 1,741 2,269 2,712
Net interest expense (44) (65) (57 (43) (35)
Exceptional 106 98 (100 0 0
Share of results of associates 0) 9 0 0 0
Profit before tax 1,265 1,449 1,584 2,227 2,677
Tax (513 (666) (748 (1,015 (1,217
Minority interests (16 26 (18 (26 (32
Net profit 736 809 817 1,186 1,428
Exceptionals after tax (79) (73) 75 0 0
Core profit 657 736 893 1,186 1,428

Note: All prices in this report are based on the 11 Aug 2015 close



China Aoyuan (38383)

Satisfactory interim results

INTERIM RESULTS

1H15 1H14 Change
RMBmM RMBmM %
Property development 3,838 2,584 +48.5
Property investment 31 27 +11.8
Others 67 47 +41.6
Mainly due to increase in Revenue 3,935 2,658 +48.0
property sales Cost of sales (2,779) (1,846) +50.5
Gross margin declined 1.2ppt Gross profit 1,156 812 +42.4
1o 29.4% Other income, gains and losses 80 15 +417.9
Selling and distribution expenses (101) (100) +1.5
Increase in revenue Administrative expenses (178) (143) +25.1
outpaced increase in SG&A,  Finance cost (59) (39) +69.7
: . Change in fair value of investment properties 125 18 +581.0
reflecting effective cost Shares of results of JVs 2) 1 -418.0
contro/ T TmEETm T
Profit before tax 1,020 569 +79.3
Income tax expense (465) (249) +86.4
Profit after tax 555 320 +73.7
Non-controlling interests a7 (10) +64.5
Net profit 538 309 +74.0
Core net margin edged Core profit 445 296 +50.4
0.2ppt higher to 11.3%
Sources: Company, South China Research
Important: please refer to our disclosures and disclaimers at the end of this report. -2-
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DISCLOSURES: This report is prepared and approved by the research team member(s) (“Analyst”) of South China Research Limited (“SCRL”). The analyst hereby
declare the views expressed in this research report accurately reflect the analyst personal views about the subject companies(“ The Company ) and the securities
covered in this report. In accordance with the applicable requirements and relevant definitions mentioned in the code of conduct issued by The Hong Kong Securities
and Futures Commission, the Analyst confirm that neither the Analyst nor the Analyst's associates (1) have dealt in or traded in the securities covered in this report
within 30 days prior to the date of issue of this report; (2) will deal in or trade in the securities covered in this report three business days after the date of issue of this
report; (3) serve as an officer of any of The Company; and (4) have any financial interests in The Company. The Analyst also declare the Analyst have not been, are not,
and will not be receiving direct or indirect compensation for expressing the specific recommendations(s) or view(s) in this report.

South China Financial Holdings Limited including its subsidiaries, and its associated companies (“SCFH”) may have financial interests in relation to The Company in
respect of which are reviewed in this report, and such interests aggregate to an amount may equal to or more than 1 % of its market capitalization or 1% of its new
listing issued shares covered in this report. One or more directors, officers and/or employees of SCFH may be a director or officer of the securities of The Company.
SCFH and its affiliates, officers, directors and employees, excluding the Analyst, will from time to time have long or short positions in, act as principal in, and buy or sell,
the securities or derivatives (including options and warrants) of The Company; and/or perform services or solicit business for The Company; and/or have a position or
holding, or other material interest, or effect transactions, in such securities or options thereon, or other investments related thereto. SCFH may have served as manager
or co-manager of a public offering of securities for, or currently may make a primary market in issues of, any of the entities mentioned in this report or may be providing,
or have provided within the last 12 months, significant advice or investment services in relation to the investment concerned or a related investment or investment
banking services to the shares issuer(s) mentioned in this report. SCFH may have received compensation for investment banking services from The Company within the
preceding 12 months and/or may currently seeking investment banking mandate from The Company.

IMPORTANT: This report and the information and opinions provided or expressed herein have been prepared by SCRL and/or SCFH for the information of its or their
respective clients only, and has been compiled with reasonable care using data, information, or sources believed to be true, reliable, and accurate at the time of
publication. No representation or warranty whatsoever, whether express or implied, is made to the accuracy or completeness or otherwise of this report or any of the
contents thereof. SCRL and/or SCFH and their or their directors, officers, associates, representatives, or employees accordingly do not accept any responsibility or
liability whatsoever for any direct or consequential loss or damage of whatsoever nature arising from or as a result of the use, publication, or distribution in whole or in
part of this report or any of its contents. The information and opinions contained in this report are or may be subject to change or revision without any notice. SCRL
and/or SCFH and their or their respective directors, officers, associates, representatives, or employees may have positions or otherwise be directly or indirectly
interested in the securities mentioned in this report or may buy, sell, or deal or offer to buy, sell, or deal in or with such securities from time to time, whether as principal
for its or their own account or as agent or in any other capacity for or on behalf of another person. This report is not, and is not intended to be, nor constitutes any offer
or solicitation for the purchase or sale or other dealing in the securities mentioned herein. Copyright protection and other rights exist or subsist in this report, which may
accordingly not be used for any other purpose, nor sold, distributed, published, or reproduced in any manner without the express consent of SCRL. This publication is
approved for distribution in the UK by South China Securities (UK), a firm authorized and regulated by the FSA. Investors, when reading this report, should understand
and comprehend the investment objectives and its relevant investment risks, and consult their own independent financial advisers before making any investment
decision when necessary.
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