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What event has happened? 
We attended Aoyuan’s reverse roadshow on 14 December, at which management 
shared its FY19 plans and sector view. Aoyuan achieved its full-year sales target of 
Rmb73bn—hitting Rmb74bn—in the first 11 months of the year, and it now expects 
Rmb82–85bn for the full year, implying 80–86% YoY growth. Aoyuan is also aiming for 
25–30% YoY growth in contracted sales in FY19, mainly focusing on properties for 
development in tier-2 cities. Management is positive on the outlook for the property 
sector next year, and expects purchase- and loan-limit policies to be eased in most cities, 
as well as an easing of fund-raising policies for corporates. 

Why is it significant? 
Aoyuan aims to use 30–35% of its contracted sales for land acquisition. In January–
October 2018, it acquired around 60 plots of land, totaling 10.4mn sqm and costing 
Rmb26bn (of which, Rmb21bn has already been paid). The land cost averages 
Rmb2,400/sqm. Aoyuan has relatively high interests in its land bank, at about 85% in 
2018, which it is planning to keep above 80% in 2019. Aoyuan remains in good financial 
health, with net gearing below 80%. We expect it to be around 70% at end-FY18. Its 
overall interest cost is 7.2–7.5%. 

Implications for our earnings forecast? 
Aoyuan currently has Rmb100bn of unbooked sales, Rmb45bn of which is to be booked 
as revenue in FY19. We maintain our earnings forecasts, which factor in 43% revenue 
and NP CAGRs for FY18–20, and GPM of 25–28%. 

How do valuations look now? 
We maintain our HK$15.3 NAV-per-share estimate to which, as of the 14 December 
closing price, Aoyuan is trading at a large 68% discount. Driven by high sales growth and 
strategic land bank allocation, we think Aoyuan could trade above the average small and 
mid-sized developer discount to NAV. We continue to use a 40% discount to our NAV 
estimate and maintain our target price of HK$9.19. The main risks to our rating and the 
attainment of our target price are delayed launches of projects, and the Chinese 
government tightening regulations on property purchases. 

What is distinctive about our stock view? 
Growth in full-year 2018 contracted sales, pre-sale of the new AOffice 46 Project next 
year, and further share buybacks by management could be catalysts for Aoyuan’s share 
price. 

 
 

 
Source: Company data, Bloomberg, HTI estimates  Click here to download the working model 

  
 

Dec-16A Dec-17A Dec-18E Dec-19E Dec-20E Trend

Total turnover (Rmbm) 11,827 19,115 28,985 44,255 55,507

Operating profit (Rmbm) 1,965 3,677 5,587 7,868 10,127

Pre-tax profit (Rmbm) 2,085 3,626 5,731 7,786 10,007

Net income to ord equity (Rmbm) 881 1,640 2,454 3,479 4,789

Net profit growth 8.5% 86.2% 49.6% 41.8% 37.7%

P/E (x) 13.56 7.14 4.78 3.37 2.45

Adj EV/EBITDA (x) 14.19 12.79 8.09 5.44 4.20

P/B (x) 1.31 1.15 0.98 0.81 0.66

ROE 10.3% 17.2% 22.2% 26.4% 29.7%

Dividend yield 3.4% 5.7% 8.4% 11.9% 16.3%

EPS HTI New (Rmb) 0.32 0.61 0.92 1.30 1.79

Consensus EPS (Rmb) 0.38 0.61 0.88 1.24 1.65

HTI EPS vs Consensus (15.0%) 1.4% 4.4% 4.6% 8.8%
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Basic Share Information 

Market cap HK$13.28b / US$1.70b 

Daily traded value (3mth) US$5.99m 

Shares outstanding 2,672m 

Free float 46% 

Net debt-to-equity 56.5% 

1 yr high HK$7.59 

1 yr low HK$3.84 

Major shareholding 54.1% 

Last HTI contact w/ Co 14 Sep 18 

Note: Share price-related data is as of 14 December 
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This research report is distributed by Haitong International, a global brand name for the equity research teams of Haitong International Research Limited (“HTIRL”), Haitong Securities India Private 
Limited (“HSIPL”), Haitong International Japaninvest KK (“HTIJIKK”), Haitong International Securities Company Limited (“HTISCL”), Haitong and any other members within the Haitong International 
Securities Group of Companies (“HTISG”), each authorized to engage in securities activities in its respective jurisdiction.   

Analyst Certification:  We, Bonnie Zhou and Andy So, CFA, certify that (i) the views expressed in this research report accurately reflect our personal views about any or all of the subject companies 
or issuers referred to in this research and (ii) no part of our compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in this research report; 
and that we (including members of our household) have no financial interest in the security or securities of the subject companies discussed. 

Conflict of Interest Disclosures 
If no disclosures are included, it means that at the time of publication there is no conflict of interest pursuant to applicable regulations. 
 
Haitong Securities Co., Ltd. and/or its subsidiaries (collectively, “Haitong”) have a role in investment banking projects of the following companies within the past 12 months. The investment banking 
projects include: 1) IPO projects in which Haitong acted as pre-listing tutor, sponsor, or lead-underwriter; 2) equity or debt refinancing projects of the company, for which Haitong acted as sponsor, 
lead underwriter or financial advisor; and 3) listing by introduction in the new three board, target placement, M&A projects in which Haitong acted as lead-brokerage firm: China Aoyuan Group Ltd 
(3883 HK). 
The following companies are/were investment bank clients of Haitong currently or within the past 12 months: China Aoyuan Group Ltd (3883 HK). 
Haitong received in the past 12 months compensation for investment banking services provided to the following companies: China Aoyuan Group Ltd (3883 HK). 
Haitong expects to receive, or intends to seek, compensation for investment banking services in the next three months from the following companies: China Aoyuan Group Ltd (3883 HK). 
 

Ratings Definitions: Haitong International (sometimes referred to as “HTI”) has 
three ratings, which are defined below. The percentage of BUY, SELL or NEUTRAL 
ratings out of the total number of rated notes appears in the Ratings Distribution 
chart.  ALL rated stocks have a target price which represents the analyst’s best 
estimate of the fundamental value of the stock on a 12 month forward basis. 
 
BUY ≥ 15% absolute upside performance expected within the next 12 months 
 
SELL ≥ 15% absolute downside performance expected within the next 12 months 
 
NEUTRAL: A stock under coverage with insufficient upside or downside to justify a 
BUY or SELL rating. For purposes only of FINRA/NYSE ratings distribution rules, 
our Neutral rating falls into a hold rating category. 

Rating Distribution 

  
Haitong International Equity Research Ratings Distribution, as of September 30, 2018  
 BUY Neutral  SELL 
  (hold)   
HTI Equity Research Coverage   73% 19%  8% 
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Haitong International Non-Rated Research:  Haitong International publishes quantitative, screening or short reports which may rank stocks according to valuation and other metrics or may suggest 
prices based on possible valuation multiples. Such rankings or suggested prices do not purport to be stock ratings or target prices or fundamental values and are for information only. 

HTI Equity-Style Portfolios: Stocks are selected for Haitong International’s equity-style portfolio products based on six different strategies: Value, Quality, Growth, Risk, Momentum and US 
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assigned to the portfolios.  Note that the quantitative screening used to rank stocks for the HTI equity-style portfolios is separate from the fundamental analysis employed by HTI sector analysts, so 
there may be differences in the assessments of individual stocks. 

HTI Themes: The Haitong International research department periodically identifies a select number of themes that it believes have longevity and identifies stocks from among its rated coverage 
that are relevant for these themes. These themes and the relevant stocks are reviewed on a quarterly basis. Note that the strategic attractiveness of a general theme may be different from the 
fundamental assessments of individual stocks within that theme. 

Related SCNet Visits: The designation of a related SCNet visit means that the specified Haitong International non-rated company visit reports may provide additional perspective with regard to 
HTI’s rated coverage. The research department selects these related SCNet visit reports on a quarterly basis. The process of compiling and publishing unrated SCNet notes is separate from the 
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quarterly. 
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give rise to substantial risk and are not suitable for all investors. You should also bear in mind that recommendations in this research report are not tailor-made for you. The analyst has not taken 
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Attn:  Sales Desk at (212) 351 6050 

People’s Republic of China (PRC): In the PRC, the research report is directed for the sole use of those who receive the research report in accordance with the applicable PRC laws and regulations. 
Further, the information on the research report does not constitute "production and business activities in the PRC" under relevant PRC laws. This research report does not constitute a public offer 
of the security, whether by sale or subscription, in the PRC. Further, no legal or natural persons of the PRC may directly or indirectly purchase any of the security or any beneficial interest therein 
without obtaining all prior PRC government approvals or licenses that are required, whether statutorily or otherwise. Persons who come into possession of this research are required to observe 
these restrictions. 

Notice to Canadian Investors: Under no circumstances is this research report to be construed as an offer to sell securities or as a solicitation of an offer to buy securities in any jurisdiction of 
Canada. Any offer or sale of the securities described herein in Canada will be made only under an exemption from the requirements to file a prospectus with the relevant Canadian securities 
regulators and only by Haitong International Securities (USA) Inc., a dealer relying on the “international dealer exemption” under National Instrument 31-103 Registration Requirements, 
Exemptions and Ongoing Registrant Obligations (“NI 31-103”) in Alberta, British Columbia, Ontario and Quebec. This research report is not, and under no circumstances should be construed as, a 
prospectus, an offering memorandum, an advertisement or a public offering of any securities in Canada. No securities commission or similar regulatory authority in Canada has reviewed or in any 
way passed upon this research report, the information contained herein or the merits of the securities described herein and any representation to the contrary is an offence. Upon receipt of this 
research report, each Canadian recipient will be deemed to have represented that the investor is an “accredited investor” as such term is defined in section 1.1 of National Instrument 45-106 
Prospectus Exemptions or, in Ontario, in section 73.3(1) of the Securities Act (Ontario), as applicable, and a “permitted client” as such term is defined in section 1.1 of NI 31-103, respectively. 

Notice to Singapore investors: This research report is provided in Singapore by or through Haitong International Securities (Singapore) Pte Ltd (“HTISSPL”) [Co Reg No 201306644N], which is an 
Exempt Financial Adviser under the Financial Advisers Act (Cap. 110) (“FAA”) to (a) advise on futures contracts and securities other than collective investment schemes and (b) issue or promulgate 
research analyses or research reports on securities other than collective investment schemes. This research report is only provided to institutional investors, within the meaning of Section 4A of the 
Securities and Futures Act (Cap. 289). Recipients of this research report are to contact HTISSPL via the details below in respect of any matters arising from, or in connection with, the research 
report: 

Haitong International Securities (Singapore) Pte. Ltd. 
50 Raffles Place, #33-03 Singapore Land Tower, Singapore 048623 
Telephone: (65) 6713 0330 

Notice to Japanese investors: This research report is distributed by Haitong International Japaninvest KK (“HTIJIKK”), which is regulated as an Investment Adviser by the Kanto Finance Bureau of 
Japan. This research report is solely and exclusively directed at, and made available only to “Qualified Institutional Investors” as defined in the Financial Instruments and Exchange Law of Japan. 

Notice to UK investors: This research report is distributed by Haitong International Securities (UK) Limited, which is authorised and regulated by the UK Financial Conduct Authority. The research 
report (and any advice contained therein) is directed only at, and made available only to, professional clients and eligible counterparties (as defined in the Financial Conduct Authority’s rules) who 
are clients of Haitong International Securities (UK) Limited. 

Notice to Australian investors: The research report is distributed in Australia by Haitong International Securities (Singapore) Pte Ltd, Haitong International Securities Company Limited, and Haitong 
International Securities (UK) Limited in reliance on ASIC Class Order 03/1102, 03/1103 or 03/1099, respectively, which exempts those HTISG entities from the requirement to hold an Australian 
financial services license under the Corporations Act 2001 in respect of the financial services it provides to wholesale clients in Australia.  A copy of the ASIC Class Orders may be obtained at the 
following website, www.legislation.gov.au.  Financial services provided by Haitong International Securities (Singapore) Pte Ltd, Haitong International Securities Company Limited, and Haitong 
International Securities (UK) Limited are regulated under foreign laws and regulatory requirements, which are different from the laws applying in Australia. 

Notice to Indian investors: The research report is distributed by Haitong Securities India Private Limited (“HSIPL”), an Indian company and a Securities and Exchange Board of India (“SEBI”) 
registered Stock Broker, Merchant Banker and Research Analyst that, inter alia, produces and distributes research reports covering listed entities on the BSE Limited (“BSE”) and the National Stock 
Exchange of India Limited (“NSE”) (collectively referred to as “Indian Exchanges”).   

This research report is intended for the recipients only and may not be reproduced or redistributed without the written consent of an authorized signatory of HTISG. 

Copyright: Haitong International Securities Group Limited 2018. All rights reserved. 

http://equities.htisec.com/x/legal.html 
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Recommendation Chart 

 

 
Source: Company data Bloomberg, HTI estimates 

Definitions for Key Investment Metrics 

Business Growth 

This is the metric which matches the top line in our 
report. 
Business profit 

This is the metric which best represents operating profit 
in our report 
Shareholder Returns 

Return on Equity 

Balance Sheet Risk 

Net Debt to Equity 
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Recommendations & Target Price

Buy Neutral Sell Not rated

Date Recommendation Target (HK$) Price (HK$)

2018-09-19 Buy 9.19 5.51

2018-08-21 Buy 8.41 5.90

2018-03-15 Buy 8.72 7.15

2018-01-12 Buy 7.69 6.00

2017-08-01 Buy 3.93 3.28


