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Share Price Performance
M M 6M
Absolute (%) 35 95 179
Relative to BOCI 24 73 153
China-HK (%)
Sources: Bloomberg, BOCI Research
Key Data
Total issued shares (m) 3,084
Free float (%) 34.3
Free float mkt. cap. (HK$ m) 4,311
3M avg. daily turnover (HK$ m) 35
Net debt/equity (%) 34.5
Appraised NAV per share (HK$) 4.55
Major shareholders (%)
China Resources Holdings 65.5

Sources: Company data, Bloomberg, BOCI Research

Date of last note: 6 January 2006

China Resources Land
(1109.HK/HK$4.05 — Outperform)

Target Price: HK$4.35
Manfred HO, CFA
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(852) 2905 2107

Paving the way for future injection. After placing 300m shares
to raise HK$1.1bn, CR Land (CR Land) is well prepared to expand its
land bank further for future growth. With HK$2.8bn in cash on hand
and reduced gearing, we expect to see further asset injections from its
parent, China Resources Holding (CR Holding). This is likely to
further enhance CR Land’s NAV. Given the excitement of potential
future asset injections, we expect CR Land’s NAV discount to be closer
to the valuation of another leading national developer, China
Overseas Land & Investment (0688.HK/HK$3.975, MP) at 5%. As a
result, we raise our target price by 9% to HK$4.35 per share (or 5%
discount to its NAV of HK$4.55). However, the placement may cast a
shadow over the counter’s share price performance in the short term
especially because no specific asset injection has been identified thus
far. Nevertheless, we maintain our Outperform call on the counter.

HK$2.8bn war chest after share placement. CR Land raised
HK$1.1bn with the placement of 300m shares at $3.725 each, or 8%
discount to its market closing price of HK$4.05. The placement saw the
stake of China Resources Holding in CR Land dilute from 72.54% to
65.48%. This represents 10.78% of the existing shares or 9.73% of the
enlarged number. CR Land’s book value was also enhanced by 3% to
HK$2.88. In addition, CR Holding and CR Land have made
commitments not to sell the listed company’s shares over the next 90
days. This should further reduce investor concerns about further sales
of CR Holding’s existing stake during the same period. As a result of
the placement, there will be dilutions of 7% and 9% in the earnings for
2006 and 2007, respectively, and fall of 1% in its NAV per share
(including potential revaluation of investment properties) to HK$4.55.
After the placement, the gearing will be reduced from the estimated
50% as of December 2005 to 31%. Including the HK$1.7bn on hand (as
of June 2005), total cash pile will increase to HK$2.8bn. This reflects a
more aggressive land bank replenishment plan for the company as
HK$500m from the share placement will be used for land bank
replenishment and the remaining HK$600m as working capital for
property development projects in China.

Asset injection still likely. With the HK$2.8bn in cash on hand,
we expect the long-anticipated asset injections from parent company
to be carried out in the near future. Following the acquisition of
another residential project in Chengdu on 6 December 2005, CR
Holding’s portfolio has been expanded further to a total gross floor
area (GFA) of 3.8m m?2 Assuming Sun Hung Kai Properties
(0016.HK/HK$80.25, U) will take a 40% stake in this project (similar to
the Hangzhou and Wuxi projects), the attributable GFA of the parent
company’s land bank in China will increase by 57% to 2.2m m?, or 68%
of the total existing land bank of CR Land. Based on the sizes and
scales of the projects, we believe most of the land premium for them
will be paid in instalments. Assuming CR Holding has paid land
premium of some 20-35% on these projects, we estimate the total
attributable NAV will be HK$2.7bn, similar to CR Land’s existing cash
on hand.
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Possible further NAV enhancement through asset
injection. After the acquisitions of these projects, their potential
injections will enhance CR Land’s NAV per share a further HK$0.09-
HK$0.43 for an acquisition price at 10-50% discount to our assessed
NAYV, or 2-10% of its current NAV per share of HK$4.55. The
company’s total land bank, after the acquisition of the four projects,
will increase from 3.2m m? to 54m m? and its exposure will also
expand from six cities to eight. In fact, we expect CR Holding to
remain an incubator for CR Land in the near future and may continue
to increase its land bank for future injections. This will further help CR
Land to expand its land bank rapidly and eventually become one of
the top national developers in China.

Potential NAV Enhancement Through Asset Injections

NAV/share
Acquisition price Value enhancement ~ enhancement % of existing NAV
(discount to valuation) (HK$ m) (HK$) (%)
10% 267 0.09 1.9
20% 535 0.17 3.8
30% 802 0.26 5.7
40% 1,070 0.35 7.6
50% (At Cost) 1,328 0.43 9.5
Source: BOCI Research estimates
Remaining China Projects Under China Resources Holding
Total land Assumed land
Stake Attr. GFA cost AV.  Attri. NAV  premium paid
Projects (%)  Use* GFA (m?) (m?) (Rmbm)  (Rmb/m?) (HK$ m) (%)
Qing He Project 49 R/C 832,500 407,925 2,565 3,563 483 35
Hangzhou Residential/ Commercial site 60 R/C/O 555,544 333,326 1,100 1,980 751 30
Wuxi, Jiangsu 60 RIC/O 167,224 100,334 2,510 15,011 760 30
Chengdu project 60 R 2,200,000 1,320,000 2,140 973 680 20
3,755,268 2,161,586 8,315 2,674
* R: Residential, C: Commercial, O: Office
Sources: China Resources Holding, BOCI Research estimates
Investment Summary
Year ended Dec 31 2003 2004 2005E 2006E 2007E
Revenue (HK$ m) 1,252 2,409 2,570 4167 4,705
Change (%) 11 92 7 62 13
Net profit (HK$ m) 79 150 280 582 791
Fully diluted EPS (HK$) 0.052 0.100 0.183 0.189 0.256
Change (%) (26) 92 83 3 35
Previous EPS (HK$) - - 0.183 0.204 0.282
Change (%) - - 0 (7) 9)
I/B/E/S EPS (HK$) - - 0.179 0.223 0.299
P/E (x) 779 405 22.1 214 15.8
CFPS (HK$) 0.07 0.05 0.19 0.19 0.26
P/CF (x) 55.9 73.8 21.0 20.8 15.5
EV/EBITDA (x) 325.2 435 39.2 20.3 144
DPS (HK$) 0.027 0.030 0.050 0.057 0.077
Yield (%) 0.7 0.7 1.2 14 19

Sources: Company data, BOCI Research estimates

BOCI Asia Limited, a subsidiary of BOC International, is one of the join global coordinators
and sub-placing agents of China Resources Land’s Placing.
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DISCLOSURE

The views expressed in this report accurately reflect the personal views of the analysts. Each analyst declares
that neither he/she nor his/her associate serves as an officer of nor has any financial interests in relation to the
listed corporation reviewed by the analyst. None of the listed corporations reviewed or any third party has
provided or agreed to provide any compensation or other benefits in connection with this report to any of the
analysts, BOCI Research Limited and BOCI Group. Member companies of BOCI Group confirm that they,
whether individually or as a group (i) do not own 1% or more financial interests in any of the listed corporations
reviewed; (ii) do not have any individual employed by or associated with any member companies of BOCI
Group serving as an officer of any of the listed corporation reviewed; iii) do not have any investment banking
relationship with any of the listed corporation reviewed within the preceding 12 months. Certain member
companies of BOCI Group are involved in making a market in the securities of Swire Pacific, Sun Hung Kai
Properties and HK and China Gas.

This disclosure statement is made pursuant to paragraph 16 of the “Code of Conduct for Persons Licensed by or
Registered with the Securities and Futures Commission” and is updated as of 19 January 2006. Waiver has been
obtained by BOC International Holdings Limited from the Securities and Futures Commission of Hong Kong to
disclose any interest the Bank of China Group may have in this research report.
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BOCI s daily product is christened “The Raw and the Cooked” with inspiration

Jfrom the legendary Professor Claude Lévi-Strauss, whose groundbreaking
research into “Mythology” 40 years ago showed that even apparently trivial
and unintelligible myths form a vast and intricate system of parallels and
oppositions — a system whose complexity far transcends that of any one
particular myth.

In that sense, Myths are no different from Stock Markets, in which investors
and analysts claim to see logics but nonetheless become mesmerised by
irrational exuberance from time to time. After all, both myths and stock,
markets are but manifestations of the fiuman mind.

For the practical purposes of humble stockbroking research, “The Raw and
the Cooked” offers both “raw materials” (eg, visit notes, Rey statistics) to
disillusioned ~ clients who no longer have faith in stockbrokers'
recommendations and forecasts as well as “delicious” end-product “cuisines”
for generalists who cannot afford to cover a full spectrum of stocks in detail.

DISCLAIMER

This report was originally prepared and issued by BOCI Research Limited for distribution to their professional,
accredited and institutional investor customers. It is not directed to, or intended for distribution to or use by, any person
or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such
distribution, publication, availability or use would be contrary to law or regulatlon or which would subject BOCI
Research Limited, BOC International Holdings Limited and its subsidiaries and affiliates (collectively “BOCI Group”) to
any registration or licensing requirement within such jurisdictions. None of the material, nor its contents, nor any copy
of it, may be altered in any waK, transmitted to, copied or distributed to any other party, without the prior express written
permission of BOCI Group. All trademarks, service marks and logos used in this report are trademarks or service
marks or registered trademarks or service marks of BOCI Group.

The information, tools and materiaIfPresented in this report are provided to you for information purposes only and shall
not be used or considered as an offer or the solicitation of an offer to sell or to buy or subscribe for securities or other
financial instruments. BOCI Group may not have taken any steps to ensure that the securities referred to in this report
are suitable for any particular investor. The contents of this report do not constitute investment advice to any person
and such person shall not be treated as a customer of BOCI Group by virtue of receiving this report.

Information and opinions gresented in this report have been obtained or derived from sources believed bY BOCI
Group to be reliable, but BOCI Group makes no reﬁresentaﬁlon as to their accuracy or completeness and BOCI Group
accepts no liability for loss arising from the use of the material presented in this report unless such liability arises under
specific statutes or regulations. This report is not to be relied upon in substitution for the exercise of independent
judgment. BOCI Group may have issued other reports that are inconsistent with, and reach different conclusions from,
the information presented in this report. The reports reflect the different assumptions, views and analytical methods of
the analysts who prepared them. For the avoidance of doubt, views expressed in this report do not necessarily
represent those of BOCI Group.

This report may Frovide the addresses of, or contain hgperlinks to, various websites. To the extent that this report
refers to material outside BOCI Group’s own website, BOCI Group has not reviewed the linked sites and takes no
responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to BOCI
Group’s own website material) is provided solely for your convenience and information and the content of the linked
sites does not in any way form part of this report. Accessing such websites shall be at your own risk.

BOCI Group may, to the extent permitted by law, participate or invest in financing transactions with the issuer(s) of the
securities referred to in this report, perform services for or solicit business from such issuers, and/or have a position or
effect transactions in the securities or other financial instruments thereon. BOCI Group may, to the extent permitted %y
law, act upon or use the information or opinions presented herein, or the research or analysis on which they are based,
before the material is published. BOCI roug and the analysts preparing this report (each an “analyst” and collectively
the “analysts”) may have relationships with, financial interests in or business relationships with any or all of the
cgmplanies mentioned in this report (each a “listed corporation” and collectively the “listed corporations”). See
“Disclosure”.

Information, opinions and estimates are provided on an “as in” basis without warranty of any kind and may be changed
at any time without prior notice. Nothing in this report constitutes investment, legal, accounting or tax advice nor a
representation that any investment or strategy is suitable or appropriate to your individual circumstances. Nothing in
this report constitutes a personal recommendation to you.

This re#)ort has been prepared and issued by BOCI Research Limited. This information is confidential and is intended
solely for the use of its recipient. This report is distributed in Hong Kong by BOCI Research Limited and BOCI
Securities Limited; in Sin({apore by BOC International (Singapore) Pte. Ltd.; and in the United Kingdom bﬁ/ Bank of
China International (UK) Limited. " This information may only be issued or passed on to any person in the United
Kingdom if that person is of a kind described in Article 19 of the Financial Services and Markets Act 2000 (Financial
Promotions) Order 2001 or otherwise pursuant to exemptions to section 21 of the Financial Services and Markets Act
2000. In addition, no person who is an Authorised Person may issue or pass on this information, or otherwise promote
BOCI Group, to any person in the United Kingdom other than under the rules of the Financial Services Authority (FSA)
applicable to such Authorised Persons. This report and any information, material and contents herein are intended for
general circulation only and do not take into account the specific investment objectives, financial situation or particular
needs or any particular person. The investment(s) mentioned in this report may not be suitable for all investors and a

erson receiving or reading this report should seek advice from a financial adviser regarding the suitability of such
mvestment(fs), taking into account the specific investment objectives, financial situation or particular needs of that
person, before making a commitment to purchase any of such investment(s). The suitablity of any particular
investment or strategy whether opined on, described in or referred to in this report or otherwise will depend on a
person’s individual circumstances and objectives and should be confirmed by such person with his advisers
independently before adoption or implementation thereof (either as is or is varied).

Without prejudice to any of the foregoing disclaimers, to the extent that the reader is an accredited or expert investor
as defined in Regulation 2 of the Financial Advisers Regulations (“FAR”) of the Financial Advisers Act (Cap. 110) of
Singaﬂore (“FAA”), BOC International (Singapore) Pte Ltd is in any event exempted (i) by Regulation 34 of the FAR
from the requirement to have a reasonable basis for making any recommendation as mandated under Section 27 of
the FAA, and (ii) by Regulation 35 of the FAR from the requirements in Section 36 of the FAA mandating disclosure of
any interests in securities mentioned in this report, or in their acquisition or disposal, that it or its associated or
connected persons may have.

Copyright 2006 BOCI Research Limited, BOC International Holdings Limited and its subsidiaries and affiliates. All
rights reserved.
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