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China Resources Land (1109.HK)
Buy: Twin Turbos for Growth

Reiterate Buy/Medium Risk — new target price HK$9.38, at par to our new NAV of
HK$9.38, revised up on the latest landbank Beijing and Suzhou acquisitions. Our
target price and 2006E dividend yield of 1.0% imply a total return of 23% for the
next 12 months. Latest landbank acquisitions by both CR Land and CRH indicate
that CR Land's NAV growth does not stop with the second asset injection.

CR Land's own landbanking — CR Land has lately acquired an urban site inside
the third ring road in Beijing. The total GFA is about 0.29msm, and the land cost is
RMB1.035bn, or RMB3,500psm. Based on a RMB13,000psm selling price, the
project should return a margin of about 37%. It is NAV enhancing and reaffirms
our view that CR Land's NAV would also grow via its own landbanking.

CRH as landbank incubator — CRH has newly acquired a 1.3msm residential
landbank in Dalian. The land cost is RMB1.7bn, or RMB1,298psm. With this
new acquisition, the pipeline of landbank (that could be injected into CR Land)
at CRH has increased to 2.75msm (attributable), with a total cost of RMB4.5bn.
This pipeline presents a strong, visible source of NAV growth for CR Land.

Unique growth story — CR Land presents a unique growth story among the
major nationwide developers. Its own landbanking out of its own recurrent cash
flows should provide it with decent organic growth, while the potential future
asset injections from the parent would continue to provide a one-off boost to its
NAV. With these, we are seeing decent upside to our HK$9.38 NAV.

See page 13 for Analyst Certification and important disclosures.
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Buy/Medium Risk 1M
Price (22 Nov 06) HK$7.67
Target price HK$9.38
from HK$8.07

Expected share price return 22.3%
Expected dividend yield 1.0%
Expected total return 23.3%
Market Cap HK$24,051M

US$3,089M
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Statistical Abstract

Year to Net Profit  Diluted EPS EPS growth P/E P/B ROE Yield
31 Dec (HKSM) (HKS$) (%) (x) (x) (%) (%)
2004A 150 0.10 90.4 76.8 2.8 3.7 0.4
2005A 306 0.11 10.5 69.5 2.6 5.0 0.4
2006E 816 0.26 136.0 294 2.3 8.9 1.0
2007E 1,448 0.44 67.5 17.6 2.0 12.7 16
2008E 2,766 0.83 91.0 9.2 17 20.3 2.1

Source: Powered by dataCentral
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Fiscal year end 31-Dec 2004 2005 2006E 2007E 2008E
Valuation Ratios

P/E adjusted (x) 76.8 69.5 29.4 17.6 9.2
P/E reported (x) 76.8 55.3 29.4 17.6 9.2
P/BV (x) 2.8 2.6 2.3 2.0 1.7
Dividend yield (%) 0.4 0.4 1.0 1.6 2.1
Per Share Data (HK$)

EPS adjusted 0.10 0.11 0.26 0.44 0.83
EPS reported 0.10 0.14 0.26 0.44 0.83
BVPS 2.72 2.92 3.28 3.77 4.44
NAVps ordinary na na na na na
DPS 0.03 0.03 0.08 0.12 0.16
Profit & Loss (HK$M)

Net operating income (NOI) 196 542 1,277 2,185 4,083
G&A expenses 0 0 0 0 0
Other Operating items 20 10 0 0 0
EBIT including associates 216 551 1,277 2,185 4,083
Non-oper./net int./except. -28 -66 -78 -74 -57
Pre-tax profit 188 485 1,199 2,112 4,026
Tax -81 -47 -360 -633 -1,208
Extraord./Min. Int./Pref. Div. 43 -54 -23 -30 -52
Reported net income 150 384 816 1,448 2,766
Adjusted earnings 150 306 816 1,448 2,766
Adjusted EBIT 196 536 1,277 2,185 4,083
Adjusted EBITDA 196 555 1,277 2,185 4,083
Growth Rates (%)

NOI 220.9 176.9 135.8 71.1 86.8
EBIT adjusted 220.9 173.9 138.5 71.1 86.8
EPS adjusted 90.4 10.5 136.0 67.5 91.0
Cash Flow (HK$M)

Operating cash flow -122 -497 -1,581 -1,012 5,639
Depreciation/amortization 0 20 0 0 0
Net working capital -273 -784 -2,448 -2,494 2,636
Investing cash flow -29 -9 0 0 0
Capital expenditure -29 -9 0 0 0
Acquisitions/disposals 0 0 0 0 0
Financing cash flow 297 968 791 202 -2,531
Borrowings 338 552 -34 -600 -2,000
Dividends paid -41 -45 -251 -398 -531
Change in cash 146 461 -790 -811 3,108
Balance Sheet (HK$M)

Total assets 9,608 17,775 19,851 22,632 23,612
Cash & cash equivalent 1,536 1,997 1,207 0 0
Net fixed assets 1,115 7,758 8,158 8,158 8,158
Total liabilities 4,622 9,445 9,338 9,839 8,532
Total Debt 3,750 5,836 5,802 5,202 3,960
Shareholders' funds 4,986 8,330 10,513 12,793 15,080
Profitability/Solvency Ratios

EBIT margin adjusted (%) 8.1 19.8 33.6 35.3 37.5
ROE adjusted (%) 3.7 5.0 8.9 12.7 20.3
ROA adjusted (%) 1.6 2.2 43 6.8 12.0
Net debt to equity (%) 44.4 46.1 43.7 40.7 26.3
Interest coverage (x) 7.1 8.4 16.4 29.6 718

I
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Twin Turbo for Growth

We reiterate our Buy/Medium Risk (1M) rating on CR Land with a new target
price of HK$9.38, which is based on our new NAV of HK$9.38, revised upward
to reflect the latest landbank Beijing and Suzhou acquisitions by CR Land. Our
target price and 2006E dividend yield of 1.0% imply a total return of 23% for
the next 12 months. In our view, the latest landbank acquisitions by both CR
Land and its parent CRH indicate that CR Land's NAV growth does not stop with
the second asset injection that was just recently announced.

CR Land has lately acquired an urban site inside the third ring road in Beijing.
The total GFA is about 0.29msm and the land cost is RMB1.035bn, or
RMB3,500psm. Based on nearby comparable selling prices of about
RMB13,000psm, the project should be able to return a margin of about 37%,
and hence it is NAV enhancing. More important, the acquisition reaffirms our
view that besides the support from the parent, CR Land would also be able to
grow its NAV through its own landbanking.

In addition, after the latest asset injection, the parent, CRH, has also
replenished its pipeline of properties by acquiring a 1.3msm new residential
landbank in Dalian. The land cost is RMB1.7bn, or RMB1,298psm. With this
new acquisition, the pipeline of landbank (that could be injected into CR Land)
at CRH has increased to 2.75msm (attributable), with a total attributable land
cost of RMB4.5bn. This pipeline presents a strong, visible source of NAV growth
for CR Land.

In our view, CR Land presents a unique growth story among the major
nationwide developers. Its own landbanking out of its own recurrent cash flows
should provide it with decent organic growth, while the potential future asset
injections from the parent would continue to provide a one-off boost to its NAV.
With these, we are seeing strong upside to our HK$9.38 NAV, and hence we are
now applying no NAV discount when determining our price target for CR Land.

Figure 1. CR Land vs. Our Top Buys in China Property

11/22/2006 Price MarketCap  CIR Est. NAV  Target Target Implied P/E

RIC HK$ (USD) Rating NAV Discount Price NAV Disc  Upside FY04 FYO5 FYOGE FYO7E  FYO8E
China Resources Land 1109.HK 7.67 3,088.9 1M 9.38 -18% 9.38 0% 22% 76.8 69.5 29.9 17.8 9.6
Agile Property 3383.HK 7.20 3,204.3 M 8.50 -15% 8.50 0% 18%  109.6 25.5 17.6 12.1 10.1
Greentown China 3900.HK 11.94 2,066.2 M 13.76 -13% 12.38 -10% 4% 35.4 25.8 10.8 8.3 6.4
Guangzhou Investment 0123.HK 1.78 1,546.6 1H 2.73 -35% 1.91 -30% 1% 41.3 4.5 27.6 14.3 11.1
GZI REIT 0405.HK  3.08 395.6 1L 3.28 -6% 4.20 28% 36% 34.8 30.4 15.4 14.8 14.3
New World China Land 0917.HK 4.76 2,340.1 M 8.55 -44% 6.00 -30% 26% 59.5 47.6 29.8 18.3 12.9
Shenzhen Investment  0604.HK 3.45 1,245.7 1L 5.49 -37% 4.39 -20% 27% 24.2 16.0 14.7 12.4 9.0

Source: Company Reports and Citigroup Investment Research

I

Organic growth through CR Land's own landbanking

CR Land has lately acquired an urban site inside the third ring road in Beijing.
The total GFA is about 0.29msm and the land cost is RMB1.035bn, or
RMB3,500psm. Assuming an end-selling price of RMB13,000psm (in-line with
achieved transacted prices nearby), the project should return a margin of about
37%, and therefore, it is both NAV and earnings enhancing. After this latest

Citigroup Global Markets | Equity Research



China Resources Land (1109.HK)
23 November 2006

landbanking, CR Land's landbank size has increased further from 9msm to
9.3msm, covering 9 cities, located mainly in the urban districts.

Figure 2. CR Land — Land bank as of 22 Nov 2006
Completed for sale  Under development Total GFA (sqm) Attributable GFA

(sqm) (sqm) (sqm)
Beijing 164,065 1,734,102 1,898,167 1,624,194
Shanghai - 228,429 228,429 228,429
Shenzhen - 298,070 298,070 298,070
Chendu 10,696 4,482,257 4,492,953 4,492,953
Wuhan - 149,850 149,850 149,850
Hefei - 226,629 226,629 226,629
Ningho - 324,767 324,767 324,767
Changsha - 1,378,036 1,378,036 1,378,036
Suzhou - 61,415 61,415 61,415
Sub-total: 174,761 8,883,555 9,058,316 8,784,343
IP Land Bank 636,869 539,530
Grand Total: 9,695,185 9,323,873

Source: Company Reports

More important, the acquisition reaffirms our view that CR Land's NAV would
also grow via its own landbanking, besides the support from the parent.

CRH replenishing landbank for incubation

After the announcement of the second asset injection into CR Land, the parent,
CRH, has replenished its pipeline of projects by acquiring a new residential
landbank in Dalian, with a GFA of 1.31msm. The land cost is RMB1.7bn, or
RMB1,298psm.

With this new acquisition, the pipeline of landbank (that could be injected into
CR Land) at CRH has risen back to 2.75msm (attributable), with a total
attributable land cost of RMB4.5bn. This pipeline presents a strong, visible
source of NAV growth for CR Land. We believe that the Wuxi project, with about
80% of its GFA in residential and with an attributable land cost of RMB1.51bn,
will be the next injection candidate.

Figure 3. CR Holding — Land bank as of 22 Nov 2006

Total GFA (sqm) Use Interest  Attributable GFA Land cost

(sqm) (RMB mn)

Hangzhou 550,000 Commercial 60% 330,000 1,100
Wuxi 1,450,000 Res/Com 60% 870,000 2,510
Dalian 435,800 Commercial 55% 239,690 1,177
Dalian 1,309,600 Residential 100% 1,309,600 1,700

Source: Company Reports and Citigroup Investment Research

At the moment, CRH is also looking to acquire new landbank in Chongging and
Beijing. In our view, during periods of rising land costs, CRH is now serving the
role as a landbank incubator for CR Land, locking in land costs at lower levels

first, and then injecting into CR Land when the relevant projects are reaped for
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cash inflows. In our view, this should continue to provide NAV and earnings
growth for CR Land, and help expand its property portfolio.

CR Land fits into our bullish sector view

CR Land fits into our bullish sector view on the end-user segments of the China
residential property market. We remain bullish on financially solid mainland
property developers that target principally the local end-users with good-quality
products, carefully-chosen locations and good market positioning.

In our view, instead of being impacted by the property market control measures
introduced by developers, this group of developers should be able to take
advantage of the resulting industry consolidations to snap up increasing market
share in the China property markets, translating that into higher sales volume
and more opportunities for landbank expansion.

In addition, those property developers with the track record and ability to
establish themselves in the second-tier and third-tier cities in China should
enjoy faster growth since the second- and third-tier cities are still in an early
phase of development, so both land costs and home prices in those cities are
still at a relatively lower base. These should present larger upside in terms of
both sales volume growth and development margins.

CR Land has recently added another three cities — Ningbo, Changsha, and
Suzhou - to its property portfolio. Now, CR Land has projects in Beijing,
Shanghai, Shenzhen, Hefei, Wuhan, Chengdu, Ningbo, Suzhou and Changsha,
making it a real nationwide developer. If the assets (i.e., the Hangzhou, Wuxi,
and Dalian projects) currently held by CRH are injected into CR Land, CR
Land's nationwide reach should expand further.

Figure 4. China — Debt Servicing and Housing Affordability Ratio (monthly debt payments as a % of
total monthly income)
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Figure 5. China Residential Sales by Regions, Jan-Aug 2006

Jan - Aug 06 Jan - Aug 05 Jan - Aug 06 YoY Growth 2006 Vs 2005 Growth Trend

GFA Sold Amount GFA Sold Amount GFA Sold Amount
msqm RMB bn msqm RMB bn m sqm RMB bn
National 282.8 906.4 172.3 479.3 64% 89% > >
Eastern China 158.6 663.7 104.4 367.4 52% 81% > >
Beijing 13.2 94.3 13.2 72.4 0% 30% < >
Tianjin 7.5 32.2 5.0 17.3 51% 86% > >
Hebei 8.8 17.1 4.3 7.6 103% 126% > >
Shanghai 16.0 111.9 12.3 70.0 30% 60% > >
Jiangsu 28.4 96.3 15.3 42.3 86% 128% > >
Zhejiang 16.3 71.9 10.4 33.9 58% 112% > >
Fujian 10.1 35.0 6.7 17.0 51% 106% > >
Shandong 18.5 44.8 12.7 26.8 46% 67% > >
Guangdong 25.6 118.8 15.8 55.9 62% 113% > >
Haninan 1.1 3.7 1.2 3.1 -11% 18% < >
Central China 57.7 112.6 33.9 56.7 70% 99% > >
Shanxi 2.9 5.6 2.4 4.2 22% 33% > >
Jilin 2.4 4.9 1.8 3.6 32% 36% > >
Anhui 10.4 22.3 6.0 12.0 13% 86% > >
Jiangxi 7.9 11.9 4.6 5.0 12% 138% > >
Henan 11.0 19.6 5.4 8.5 104% 132% > >
Hubei 9.8 24.6 5.6 11.4 714% 116% > >
Hunan 7.8 12.6 5.7 7.5 38% 68% > >
Western China 66.5 130.1 34.0 55.2 96% 136% > >
Guangxi 6.6 13.3 3.6 6.7 81% 99% > >
Chongging 9.5 20.5 6.3 11.3 50% 82% > >
Sichuan 20.6 41.4 7.3 10.5 182% 296% > >
Source: CEIC

I

Taking advantage of industry consolidation

The recent property market measures introduced by the central government in
China recently have led to investor concerns about mainland China’s property
markets. In our view, while the overhang on tightening could drag on for some
more time in the China real estate market, investors should note that the
negative impact of tightening measures is likely to be felt most acutely in the
following areas:

m |n major cities where property-price growth is sharper and more widely
publicized;

m In luxury segments where property price levels have risen to unreasonably
high levels, and these segments normally target the foreign buyers, e.g., the
real luxury apartment segments in Shanghai and Beijing; and

m By smaller property players whose competitive edge is more elusive, who
must rely more on bank financing, and whose staying power is relatively
weak.

In our view, the latest property market measures by the central government
would help bring in a healthier development of the mainland property market.
Industry consolidation in the China property market should continue, and
should favor large-scale developers with strong cash flows and low gearing over
the medium to longer term. As and when weaker players are driven out of the
market, competition is likely to become less intense, which should benefit larger
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players that are stronger in terms of brand equity and their financial positions.
In addition, when more small players get into financial troubles, more and
cheaper landbanking opportunities would arise for larger developers.

In our view, with its strong brand identity in China, good product quality, strong
property presales, its solid financial positions, and the continuous support from
the parent, CR Land should be able to take advantage of these landbanking
opportunities, which should potentially bring in further enhancements to NAV.

Highest earnings visibility

As of now, CR Land has presold over 90% of its FYO6 property completions and
about 30% of its FYO7 completions. And with recurrent rental income making
up 40% and 30% of our estimated total earnings for FYO6 and FYO7,
respectively, CR Land should have secured about 94% and 51% of our
estimated total earnings for FYO6 and FYO7, respectively. This is one of the
highest among the China property developers under our coverage.

Figure 6. China Property — Sales and Earnings locked in for 2006 and 2007

% earnings from recurrent income % earnings from property sales % property sales locked in % earnings locked in

Stock RIC 2006 2007 2006 2007 2006 2007 2006 2007
Agile Property 3383.HK 0% 0% 100% 100% 90% 0% 90% 0%
Guangzhou R&F 2777 .HK 2% 6% 98% 94% 93% 20% 93% 25%
coLl 0688.HK 6% 4% 94% 96% 90% 20% 91% 23%
Hopson Development 0754 HK 2% 1% 99% 99% 90% 15% 90% 16%
China Resources Land ~ 1109.HK 37% 30% 63% 70% 90% 30% 94% 51%
Beijing Capital Land 2868.HK 1% 1% 99% 99% 85% 27% 85% 28%
GZI REIT 0405.HK 100% 100% 0% 0% NA NA 100% 100%
Shenzhen Investment 0604.HK 53% 46% 47% 54% 85% 25% 93% 60%
Guangzhou Investment  0123.HK 39% 31% 61% 69% 88% 25% 93% 48%
Greentown China 3900.HK 0% 0% 100% 100% 96% 25% 96% 25%
New World China Land  0917.HK 100% 19% 100% 81% 100% 35% 100% 47%
Sector Average 31% 22% 18% 18% 91% 22% 93% 38%

Source: Citigroup Investment Research

Earnings Revisions

We have taken up our 2007 and 2008 estimates by 2.3% and 3.7%,
respectively, mainly reflecting the latest landbank acquisitions in Suzhou and
Beijing, and a slightly higher RMB exchange rate (RMB7.50 to US$1).

Figure 7. CR Land - Earnings revision

Net Profit (HK$ mn) EPS (HK$) DPS (HK$)
Year to 31 Dec 0ld New 0Old New % Change 0ld New
2006E 805 816 0.26 0.26 0.0% 0.08 0.08
2007E 1,429 1,448 0.43 0.44 2.3% 0.12 0.12
2008E 2,653 2,766 0.80 0.83 3.7% 0.16 0.16

Source: Company Reports and Citigroup Investment Research
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Financial Analysis

Figure 8. CR Land — Profits and Loss Statement (HK$ mn)

Year end 31 Dec 2000 2001 2002 2003 2004 2005 2006E 2007E 2008E
Property Sales 1,611 3,385 1,058 1,184 2,313 2,547 2,912 5,212 9,873
Property investment 6 0 13 8 22 68 793 860 881
Property Management 15 36 59 60 74 92 101 111 122
Total Turnover 1,632 3,421 1,130 1,252 2,409 2,107 3,806 6,183 10,876
Property Sales 200 277 (15) 55 261 487 821 1,602 3,483
Property investment 5 0 6 (11) 4 73 476 602 617
Property Management (5) 1 0 0 0 0 10 11 12
Allowance for Bad Debts (35) (218) (71) (55) (117) (104) 0 0 0
Others 0 0 62 71 48 86 (30) (30) (30)
Operating Profit 165 60 (18) 61 196 542 1,277 2,185 4,083
Other Income/Expenses (29) (14) (7) 0 0 (6) 0 0 0
Net Interest Income/Expenses 52 8 4 (32) (28) (66) (78) (74) (57)
Net Operating Profit 188 55 (22) 29 168 469 1,199 2,112 4,026
Share of Associates (16) (18) 21 7 20 16 0 0 0
Exceptionals 13 0 0 0 0 0 0 0 0
Profit before Taxation 185 37 (1) 36 188 485 1,199 2,112 4,026
Taxation (49) 103 30 (17) (81) (47) (360) (633) (1,208)
Minority Interest (39) 21 49 60 43 (54) (23) (30) (52)
Net Profit 97 160 78 79 150 384 816 1,448 2,766
EPS (HK$) - Diluted 0.07 0.11 0.05 0.05 0.10 0.14 0.26 0.44 0.83
Core Net Profit 109 227 78 79 150 306 816 1,448 2,766
Core EPS (HK$) - Diluted 0.07 0.14 0.05 0.05 0.10 0.11 0.261 0.44 0.83
DPS (HK$) 0.02 0.02 0.03 0.03 0.03 0.03 0.08 0.12 0.16

Source: Company Reports and Citigroup Investment Research

Figure 9. CR Land — Cash Flow Statement (HK$ mn)

Year end 31 Dec 2000 2001 2002 2003 2004 2005 2006E 2007E 2008E
Pretax Profit 185 37 (1) 36 188 485 1,199 2,112 4,026
Net Interest Expense (Income) (52) (26) (18) (24) (17) 32 78 74 57
Non Cash Items Adjustment 7 21 (8) 2 74 (54) - - -
Change in Working Capital 321 754 (664) (630) (273) (784) (2,448) (2,494) 2,636
NCF from Operating Activities 461 792 (691) (615) (28) (321) (1,171) (308) 6,719
Interest (25) (71) (62) (98) (88) (158) (219) (207) (159)
Dividend (33) (41) (15) (20) (39) (13) (251) (398) (531)
Returns on inv. & serv'g of finance (58) (113) (77) (118) (127) (171) (470) (606) (690)
Tax paid (10) (140) (64) 27 (36) (66) (191) (497) (921)
NCF before investing activities (68) (253) (141) (91) (163) (237) (661) (1,102) (1,611)
NCF from Investing activities (196) (40) (37) (16) (29) (9) - - -
Debt/Loan Financing (124) (347) 1,112 3,040 2,458 4,234 (34) (600) (2,000)
Issue of Shares - 5 - - - - - - -
Increase in minorities - 5 (0) (0) (0) 444 - - -
NCF from Financing activities (124) (337) 1,112 3,040 2,458 4,677 (34) (600) (2,000)
Change in Cash & Bank Balance 72 160 (532) 617 146 461 (790) (811) 3,108
Beginning Cash & Bank Balance 1,071 1,144 1,304 772 1,389 1,536 1,997 1,207 396
Ending Cash & Bank Balance 1,144 1,304 172 1,389 1,536 1,997 1,207 396 3,504
OCF Per Share 0.31 0.53 (0.46) (0.39) 0.00 (0.11) (0.37) (0.09) 2.02
FCF Per Share 0.13 0.33 (0.58) (0.46) (0.13) (0.37) (0.59) (0.42) 1.54
Change in Net Cash Per Share 0.05 0.11 (0.35) 0.41 0.10 0.31 (0.25) (0.24) 0.94

Source: Company Reports and Citigroup Investment Research
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Figure 10. CR Land — Key Ratio

2000 2001 2002 2003 2004 2005E 2006E 2007E 2008E
ROE 2.6% 4.2% 2.0% 2.0% 3.7% 6.3% 8.9% 12.7% 20.3%
ROA 1.8% 3.1% 1.4% 1.2% 2.1% 3.9% 5.9% 9.0% 15.0%
Net Gearing 25.2% 12.0% Net cash 46.6% 48.6% 47.4% 44.8% 38.4% Net cash
Dividend Payout Ratio 30.8% 20.6% 51.9% 51.4% 30.0% 12.9% 30.5% 27.5% 19.2%
Interest Cover 2.0 0.4 (0.3) 0.5 1.9 2.9 5.8 10.5 25.7

Source: Company Reports and Citigroup Investment Research

Figure 11. CR Land — Balance Sheet (HK$ mn)

Year end 31 Dec 2000 2001 2002 2003 2004 2005 2006E 2007E 2008E
Investment Prop. 77 484 469 451 873 7,509 7,909 7,909 7,909
Other fixed assets 4 51 74 201 243 249 249 249 249
Fixed assets 81 535 543 652 1,115 7,758 8,158 8,158 8,158
Associates & JC entities 1,192 1,091 782 670 694 689 689 689 689
Other Investments 74 205 318 319 314 401 401 401 401
Property under dev/for sales 4,970 3,731 4,321 4,883 4773 6,068 8,611 12,010 9,637
Bank balances & cash 1,144 1,304 172 1,389 1,536 1,997 1,207 396 3,504
Other current assets 685 172 1,231 1,292 1,176 861 785 977 1,223
Current Assets 6,798 5,808 6,324 71,564 7,484 8,926 10,603 13,383 14,364
Loans & overdrafts 1,597 1,768 601 1,231 1,937 1,876 1,842 1,242 (758)
Trade & other payables 545 764 903 800 827 2,678 2,436 3,400 3,807
Other current liabilities 579 187 9 0 0 11 180 317 604
Current liabilities 2,722 2,719 1,513 2,031 2,764 4,565 4,458 4,959 3,653
Total Net assets 5,425 4919 6,455 1,173 6,844 13,209 15,393 17,673 19,959
Long term bank loans 47 0 1,501 2,181 1,813 3,960 3,960 3,960 3,960
Convertible bonds 445 0 4 0 0 0 0 0 0
Other long term liabilities 66 0 0 72 45 508 508 508 508
Long term liabilities 558 0 1,505 2,253 1,858 4,467 4,467 4,467 4,467
Minority interests 1,115 1,052 1,003 941 898 224 247 277 329
Shareholders' funds 3,752 3,867 3,947 3,979 4,089 8,106 10,267 12,517 14,751
Total capital employed 5,425 4919 6,455 1,173 6,844 12,797 14,981 17,261 19,548
Book Value Per Share 2.51 2.58 2.63 2.65 2.72 5.39 3.29 3.77 4.44

Source: Company Reports and Citigroup Investment Research
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China Resources Land
Company description

A subsidiary of China Resources Enterprise Limited, China Resources Land (CR
Land) was founded in 1987 and listed on the main board of the Hong Kong
Stock Exchange in 1996. CR Land is an investment holding company with
subsidiaries principally engaged in property development and investment in the
PRC. Most of the property portfolios are situated in Beijing. In accordance with
its corporate development strategy, CR Land has successfully expanded its
property development businesses via its subsidiaries across the country.
Currently, CR Land has projects in Beijing, Shanghai, Chengdu, Wuhan and
Hefei.

Investment thesis

We reiterate our Buy/Medium Risk rating on China Resources Land (CR Land)
with a target price of HK$9.38, at par to our estimated NAV of HK$9.38/share.
We see strong upside in our estimated NAV for CR Land coming from the
potential future asset injections from CR Land's parent company, China
Resources Holdings. Besides, we believe that the NAV growth for CR Land won't
just stop with the second asset injection. With its much improved balance sheet
after the two asset injections and the enhanced financing capacity (plus the
potential further enhancement from the second injection), we believe that CR
Land would embark on more landbanking activities in mainland China, hence
driving further NAV growth.

Valuation

Our target price of HK$9.38 is based on our estimated NAV of HK$9.38/share.
We have raised our price target for CR Land from HK$8.07 to HK$9.38 on the
back of a higher estimated NAV. As a reference, we have taken up our estimated
NAV of CR Land from HK$8.97 to HK$9.38 mainly reflecting the latest landbank
acquisitions by CR Land in Suzhou and Beijing.

Figure 12. CR Land — Estimated NAV
NAV (HK$m) NAV/ Share(HK$) % of NAV__ % of GAV

Development Properties

Residential 17,055 5.14 54.8% 52.4%
Office 4,026 1.21 12.9% 12.4%
Retail 231 0.07 0.7% 0.7%
Total Development Properties 21,312 6.42 68.5% 65.5%
Investment Properties

Residential 17 0.01 0.1% 0.1%
Office 3,401 1.02 10.9% 10.5%
Retail 7,337 2.21 23.6% 22.5%
Hotel 83 0.02 0.3% 0.3%
Carpark 163 0.05 0.5% 0.5%
Total Investment Properties 11,001 3.31 35.3% 33.8%
Other Assets 226 0.07 0.7% 0.7%
Gross Asset Value 32,539 9.80 104.5% 100.0%
Net debt (1,414) (0.43) -4.5% -4.3%
NAV 31,125 9.38 100.0% 95.7%

Source: Citigroup Investment Research
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As a reference, when determining our new target price, we have now assumed a
zero discount to our NAV, versus a 10% discount previously. This is because
the latest asset injections from the parent, CR Holdings, and the latest
landbanking by CR Land, have led us to believe that we would continue to see
strong growth in the NAV of CR Land. With this growth potential, we believe that
the stock deserves to trade at its NAV.

Discount to NAV is the most widely used method for valuing Hong Kong and
China property stocks. NAV measures how much a stock is worth based on the
market value of its assets; for a property company those would be its
development and investment properties. The NAV discount is then adjusted for
the 'realizability’ of those assets and the growth potential in that NAV, in the way
that the more realizable the NAV is, or the larger the growth potential the NAV
carries, the lower the discount to NAV should be.

As a reference, our estimated NAV for CR Land has factored in residential price
growth of 3-5% per year in 2007 for the projects of CR Land in mainland China.

Our estimated NAV is derived using sum of the parts; DCF for development
properties, capitalization rates of 8-10% for rental properties, and book values
for unlisted subsidiaries and non-property investments, less net debt.
Depending on their location, asset type, and asset quality, our assumed
capitalization rates and rental growth forecasts for the rental properties of CR
Land would be different for different properties. In our view, our estimated
values for those investment properties represent the fair values that the
individual properties could command in the event of a disposal.

We applied the DCF approach to value to the company's development properties
in Beijing, Chengdu, Shanghai, Shenzhen, Hefei, and Wuhan, Ningbo, Suzhou,
and Changsha for which we have assumed different selling prices for properties
with different locations, asset types, qualities and years of completion in our net
cash flow projections.

Our target price also represents a 2.8x our estimated book value of HK$3.30 at
end-2006. We believe this is justified by the company's large-scale landbank,
solid property sales volume, strong brand identity in China, and good product
quality. Given that development properties are valued at cost in the calculation
of book value and the potential for further value-enhancing asset injection from
the parent company, we argue that a price-to-book of greater than 1x is
justifiable.

Risk

We rate CR Land Medium Risk although our quantitative risk rating system,
which tracks 260-day historical volatility of the shares, rates CR Land High Risk.
In our view, the re-rating of CR Land on the back of the restructuring of the
company has led to volatility in the share price of CR Land, leading our
quantitative risk rating system to assign a High Risk rating for the stock. We,
however, believe that the restructuring of the company has the effect of
expanding the recurrent income base of the company and enhancing its
financing capacity, which should improve the earnings and financial stability of
the company. Therefore, we are keeping a Medium Risk rating for CR Land.
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Fundamentally, CR Land is exposed principally to the property markets in
mainland China. The most notable downside risks to CR Land's share price are
economy and policy related. With regard to economic risks, any weaker-than
expected GDP growth for the Chinese and/or global economy, and the risk of a
hard landing in the domestic economy could negatively affect buyers' sentiment
in China's property markets, leading to elusive demand, which could render our
sales and earnings estimates for CR Land unrealizable.

In addition, any stronger-than-expected pickup in inflation could result in a
sharp rise in interest rates, affecting housing affordability for homebuyers. This
could also attract new austerity measures, which could further dampen
sentiment in the housing market.

On the policy front, any further tightening measures and policy changes by the
Central government with regard to mortgage applications and approvals, project
financing, and property pre-sales to curb speculation and overinvestment could
adversely affect the bottom lines and cash flows of property developers, and
homebuyer sentiment.

Any of the aforementioned risks could impede the shares from reaching our
target price.
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Analyst Certification Appendix A-1

We, Tony Tsang, CFA and Coral Ching, research analysts and the authors of this report, hereby certify that all of the views expressed in
this research report accurately reflect our personal views about any and all of the subject issuer(s) or securities. We also certify that no
part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report.

IMPORTANT DISCLOSURES

China Resources Land Ltd (1109.HK)

Ratings and Target Price History - Fundamental Research Target Closing

Analyst: Tony Tsang, CFA (covered since November 28 2005) HKD # Date Rating Price Price

: : : 1:28 Nov 05 *1M *3.50 2.83

2:12 Mar 06 1M *5.30 4.68
3:27 Mar 06 1M *6.00 5.40
4:20 Oct 06 1M *6.73 5.67
5:20 Nov 06 1M *8.07 NA

*Indicates change.
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Covered
....... Not covered

Citigroup Global Markets Inc. or its affiliates has received compensation for investment banking services provided within the past 12 months from China Resources Land
Ltd.

Citigroup Global Markets Inc. or its affiliates expects to receive or intends to seek, within the next three months, compensation for investment banking services from China
Resources Land Ltd.

Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from China Resources Land Ltd in the
past 12 months.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following company(ies) as investment banking client(s): China Resources Land Ltd.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following company(ies) as clients, and the services provided were
non-investment-banking, securities-related: China Resources Land Ltd.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following company(ies) as clients, and the services provided were
non-investment-banking, non-securities-related: China Resources Land Ltd.

Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its affiliates ("the
Firm"). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability, which includes revenues from, among other business units, the
Private Client Division, Institutional Sales and Trading, and Investment Banking.

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citigroup Investment Research product ("the
Product"), please contact Citigroup Investment Research, 388 Greenwich Street, 29th Floor, New York, NY, 10013, Attention: Legal/Compliance. In addition, the same
important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are contained on the Firm's disclosure website at
www.citigroupgeo.com. Private Client Division clients should refer to www.smithbarney.com/research. Valuation and Risk assessments can be found in the text of the most
recent research note/report regarding the subject company. Historical disclosures (for up to the past three years) will be provided upon request.

Citigroup Investment Research Ratings Distribution

Data current as of 30 September 2006 Buy Hold Sell
Citigroup Investment Research Global Fundamental Coverage (2914) 46% 40% 14%
% of companies in each rating category that are investment banking clients 44% 43% 32%
Hong Kong -- Asia Pacific (78) 51% 14% 35%
% of companies in each rating category that are investment banking clients 48% 82% 33%

Guide to Fundamental Research Investment Ratings:

Citigroup Investment Research's stock recommendations include a risk rating and an investment rating.

Risk ratings, which take into account both price volatility and fundamental criteria, are: Low (L), Medium (M), High (H), and Speculative (S).

Investment ratings are a function of Citigroup Investment Research's expectation of total return (forecast price appreciation and dividend yield within the next 12 months)
and risk rating.

For securities in emerging markets (Asia Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings are: Buy (1) (expected total return of 15% or
more for Low-Risk stocks, 20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative stocks); Hold (2) (5%-15% for
Low-Risk stocks, 10%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low-Risk stocks,
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10% or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks).

Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change in target
price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price movements and/or
other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to review by Research Management.
Your decision to buy or sell a security should be based upon your personal investment objectives and should be made only after evaluating the stock's expected
performance and risk.

OTHER DISCLOSURES

The subject company's share price set out on the front page of this Product is quoted as at 22 November 2006 04:00 PM on the issuer's primary market.

Citigroup Global Markets Inc. or its affiliates holds a long position in any class of common equity securities of China Resources Land Ltd.

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and may act as
principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been recommended in the
Product. The Firm regularly trades in the securities of the subject company(ies) discussed in the Product. The Firm may engage in securities transactions in a manner
inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal basis.

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other obligations of any
insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal amount invested. Although
information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its accuracy and it may be incomplete and
condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and completeness of the disclosures made in the Important Disclosures
section of the Product. The Firm's research department has received assistance from the subject company(ies) referred to in this Product including, but not limited to,
discussions with management of the subject company(ies). Firm policy prohibits research analysts from sending draft research to subject companies. However, it should
be presumed that the author of the Product has had discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and
estimates constitute the judgment of the author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without
notice. Prices and availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the
companies discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citigroup Investment Research does not set
a predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of Citigroup Investment Research to provide research coverage
of the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity constraints. The Product is for
informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in the
Product must take into account existing public information on such security or any registered prospectus.

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the reporting
requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign companies are generally not
subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of some foreign companies may be less liquid and
their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate movements may have an adverse effect on the value of an investment in
a foreign stock and its corresponding dividend payment for U.S. investors. Net dividends to ADR investors are estimated, using withholding tax rates conventions, deemed
accurate, but investors are urged to consult their tax advisor for exact dividend computations. Investors who have received the Product from the Firm may be prohibited in
certain states or other jurisdictions from purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details.
Citigroup Global Markets Inc. takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product
may be placed only through Citigroup Global Markets Inc.

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed by. The Product is made
available in Australia to wholesale clients through Citigroup Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992) and to retail clients through
Citigroup Wealth Advisors Pty Ltd. (ABN 19 009 145 555 and AFSL No. 240813), Participants of the ASX Group and regulated by the Australian Securities & Investments
Commission. Citigroup Centre, 2 Park Street, Sydney, NSW 2000. If the Product is being made available in certain provinces of Canada by Citigroup Global Markets
(Canada) Inc. (“CGM Canada”), CGM Canada has approved the Product. Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5) 2M3. The Product may
not be distributed to private clients in Germany. The Product is distributed in Germany by Citigroup Global Markets Deutschland AG & Co. KGaA, which is regulated by
Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). Frankfurt am Main, Reuterweg 16, 60323 Frankfurt am Main. If the Product is made available in Hong Kong by,
or on behalf of, Citigroup Global Markets Asia Ltd., it is attributable to Citigroup Global Markets Asia Ltd., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong.
Citigroup Global Markets Asia Ltd. is regulated by Hong Kong Securities and Futures Commission. If the Product is made available in Hong Kong by The Citigroup Private
Bank to its clients, it is attributable to Citibank N.A., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong. The Citigroup Private Bank and Citibank N.A. is regulated
by the Hong Kong Monetary Authority. The Product is made available in India by Citigroup Global Markets India Private Limited, which is regulated by Securities and
Exchange Board of India. Bakhtawar, Nariman Point, Mumbai 400-021. If the Product was prepared by Citigroup Investment Research and distributed in Japan by Nikko
Citigroup Ltd., it is being so distributed under license. Nikko Citigroup Limited is regulated by Financial Services Agency, Securities and Exchange Surveillance
Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange. Akasaka Park Building, 2-20, Akasaka 5-chome, Minato-ku,
Tokyo 107-6122. The Product is made available in Korea by Citigroup Global Markets Korea Securities Ltd., which is regulated by Financial Supervisory Commission and the
Financial Supervisory Service. Hungkuk Life Insurance Building, 226 Shinmunno 1-GA, Jongno-Gu, Seoul, 110-061. The Product is made available in Malaysia by Citigroup
Global Markets Malaysia Sdn Bhd, which is regulated by Malaysia Securities Commission. Menara Citibank, 165 Jalan Ampang, Kuala Lumpur, 50450. The Product is
made available in Mexico by Acciones y Valores Banamex, S.A. De C. V., Casa de Bolsa, which is regulated by Comision Nacional Bancaria y de Valores. Reforma 398, Col.
Juarez, 06600 Mexico, D.F. In New Zealand the Product is made available through Citigroup Global Markets New Zealand Ltd., a Participant of the New Zealand Exchange
Limited and regulated by the New Zealand Securities Commission. Level 19, Mobile on the Park, 157 lambton Quay, Wellington. The Product is made available in Poland by
Dom Maklerski Banku Handlowego SA an indirect subsidiary of Citigroup Inc., which is regulated by Komisja Papieréw Wartosciowych i Gield. Bank Handlowy w Warszawie
S.A. ul. Senatorska 16, 00-923 Warszawa. The Product is made available in the Russian Federation through ZAO Citibank, which is licensed to carry out banking activities
in the Russian Federation in accordance with the general banking license issued by the Central Bank of the Russian Federation and brokerage activities in accordance with
the license issued by the Federal Service for Financial Markets. Neither the Product nor any information contained in the Product shall be considered as advertising the
securities mentioned in this report within the territory of the Russian Federation or outside the Russian Federation. The Product does not constitute an appraisal within the
meaning of the Federal Law of the Russian Federation of 29 July 1998 No. 135-FZ (as amended) On Appraisal Activities in the Russian Federation. 8-10 Gasheka Street,
125047 Moscow. The Product is made available in Singapore through Citigroup Global Markets Singapore Pte. Ltd., a Capital Markets Services Licence holder, and
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regulated by Monetary Authority of Singapore. 1 Temasek Avenue, #39-02 Millenia Tower, Singapore 039192. Citigroup Global Markets (Pty) Ltd. is incorporated in the
Republic of South Africa (company registration number 2000/025866/07) and its registered office is at 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global
Markets (Pty) Ltd. is regulated by JSE Securities Exchange South Africa, South African Reserve Bank and the Financial Services Board. The investments and services
contained herein are not available to private customers in South Africa. The Product is made available in Taiwan through Citigroup Global Markets Inc. (Taipei Branch),
which is regulated by Securities & Futures Bureau. No portion of the report may be reproduced or quoted in Taiwan by the press or any other person. No. 8 Manhattan
Building, Hsin Yi Road, Section 5, Taipei 100, Taiwan. The Product is made available in Thailand through Citicorp Securities (Thailand) Ltd., which is regulated by the
Securities and Exchange Commission of Thailand. 18/F, 22/F and 29/F, 82 North Sathorn Road, Silom, Bangrak, Bangkok 10500, Thailand. The Product is made available
in United Kingdom by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority. This material may relate to investments or
services of a person outside of the UK or to other matters which are not regulated by the FSA and further details as to where this may be the case are available upon
request in respect of this material. Citigroup Centre, Canada Square, Canary Wharf, London, E14 5LB. The Product is made available in United States by Citigroup Global
Markets Inc, which is regulated by NASD, NYSE and the US Securities and Exchange Commission. 388 Greenwich Street, New York, NY 10013. Unless specified to the
contrary, within EU Member States, the Product is made available by Citigroup Global Markets Limited, which is regulated by Financial Services Authority. Many European
regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as a result of publication or distribution of
investment research. The policy applicable to Citigroup Investment Research's Products can be found at www.citigroupgeo.com. Compensation of equity research analysts
is determined by equity research management and Citigroup's senior management and is not linked to specific transactions or recommendations. The Product may have
been distributed simultaneously, in multiple formats, to the Firm's worldwide institutional and retail customers. The Product is not to be construed as providing investment
services in any jurisdiction where the provision of such services would be illegal. Subject to the nature and contents of the Product, the investments described therein are
subject to fluctuations in price and/or value and investors may get back less than originally invested. Certain high-volatility investments can be subject to sudden and
large falls in value that could equal or exceed the amount invested. Certain investments contained in the Product may have tax implications for private customers whereby
levels and basis of taxation may be subject to change. If in doubt, investors should seek advice from a tax adviser. Advice in the Product has been prepared without taking
account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on the advice, consider the appropriateness of
the advice, having regard to their objectives, financial situation and needs.
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