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Powerlong Real Estate Holdings Limited [Stock Code: 01238]  
 

Sole Global Coordinator : Macquarie Capital Securities Limited 
Joint Bookrunners, Joint Sponsors, and 

Joint Lead Managers  
: Goldman Sachs (Asia) L.L.C. 

ICBC International Capital Limited 
Macquarie Capital Securities Limited 

Sector  :  Real Estate  
Business :  A leading commercial property developer in China 

Total share offer: 1,000,000,000 shares 
(25% of the enlarged share capital) 
Public Offer: 100,000,000 shares (10%) 
Placing: 900,000,000 shares (90%)  
 
*Comprising 850,000,000 new Shares and 
150,000,000 Sale Shares) 
 

Price:  HK$2.75 per share  

Market Cap: HK$2.75 billion 

Pro forma fully diluted FY09 P/E: 7.9x  

Adjusted NTA per share: HK$1.61–HK$ 1.70 

Staffing:  1,568 (as of 30th June 2009)  

HK Public Offer period: 
25th Sep 2009 – 30th Sep 2009 noon 

Receiving bankers:  

Industrial and Commercial Bank  

     of China (Asia) Limited 

Standard Chartered Bank (Hong Kong) Limited 

Bank of Communications Co., Limited Hong 
Kong Branch 

Wing Lung Bank Limited 

Hong Kong Share registrar:  

Computershare Hong Kong Investor Services  
 
Listing date: 14th October 2009 

 Business of Powerlong Real Estate (“The 
Group” or “Powerlong”) 
 
Powerlong is a leading commercial property 
developer in China specializing in the 
development and operation of commercial 
complexes. Its existing property projects are 
generally located in prime positions close to the 
city center of fast-growing, emerging cities in 
Fujian Province ( ����� ), Jiangsu Province ( ���
� ), Shangdong Province ( ����� ), Henan 
Province ( ����� ) and Anhui Province ( ����� ).   

As of 30th June 2009, the Group had a total of 17 
property development projects at various stages 
of development in 14 cities in China. Its 
properties under development with a total site 
area of 1,525,474 square meters in Suzhou City 
( �! 
" ) and Wuxi City ( #%$&" ) in Jiangsu 
Province, Qingdao City ( ')(*" ) and Tai’an City 
( +,�-" ) in Shangdong Province, Luoyang City 
( .,/0" ) in Henan Province as well as Bengbu 
City ( 1324" ) in Anhui Province. Its properties 
held for future development with a total site area 
of 1,786,885 square meters in Suqian City ( 5�6
" ), Yancheng City ( 7�80" ) and Changzhou City 
( 9) �" ) in Jiangsu Province, Qingdao City and 
Yantai City ( :�;0" ) in Shangdong Province, as 
well as Xinxiang City ( <�=0" ) in Henan Province.   

 
In addition, the Group is currently developing 
three hotels as part of its project developments in 
Suzhou City, Qingdao City and Tai’an City, and 
has engaged a subsidiary of Starwood Hotels 
Resorts Worldwide Inc to manage these hotels. 
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Shareholders after Listing (Assuming the over-allotment option is not exercised) 
 

Skylong – a company which is wholly owned by Hoi Kin Hong, the chairman of the board 
of directors and president of the Group. 45.0% 

Sky Infinity – a company which is wholly owned by Hoi Wa Fong, executive director and  
    of chief executive officer of the Group. 15.0% 
Walong – a company which is wholly owned by Hoi Wa Fan, non-executive director of 
the Group. 7.5% 
Wason – a company owned by Che Lok Teng (70%), sister-in-law of Hoi Kin Hong, as 
well as three nieces of Hoi Kin Hong, namely Hoi Wa Lam (>*?A@ )  (10%), Hoi Wa Lam 
(>*?AB ) (10%) and Hoi Wa Weng (10%). 7.5% 
Public shareholders 25.0% 
 100.0% 
Use of Proceeds 
Net proceeds from the offer are estimated to be HK$2,205.4 million (based on an offer price of HK$2.75 and 
assuming the over-allotment option is not exercised) 
 HK$ million 
To acquire new land reserve for development in China and settle outstanding 

land premium for new projects the Group recently acquired 
1,677 

To finance the development of its exiting projects 201 
To finance the redemption of the New Secured Note issued by Superb Miles 

Limited (a fellow subsidiary of ICBC International) 
235 

For general working capital purposes 92.4 

Financial Highlights 
 Year ended 31st December Six months ended 
 2006 2007 2008 30th June 2008 30th June 2009 
 RMB million RMB million RMB million RMB million RMB million 
Revenue 402.8 1,025.8 1,583.8 675.1 1,294.3 
Gross profit 206.4 612.9 714.7 266.7 685.0 
Operating profit 252.7 1,031.5 1,331.1 180.0 585.7 
Profit attributable to shareholders 117.4 603.3 932.7 55.7 330.1 
     
Gross profit margin 51.2% 59.7% 45.1% 39.5% 52.9% 
Operating profit margin 62.7% 100.6% 84.0% 26.7% 45.3% 
Net profit margin 29.1% 58.8% 58.9% 8.3% 25.5% 
    
Gearing ratio (%) 3.8 24.6 22.7 - 15.4 

Revenues Breakdown 

  Year ended 31st December Six months ended 

  2006 2007 2008 30th June 2008 30th June 2009 
  RMB in millions RMB in millions RMB in millions RMB in millions RMB in millions 

Sales of properties      

Fuzhou Powerlong City Plaza 259.7 736.9 6.1 - 5.8 

Quanzhou Anhai Powerlong Haoyuan 132 - - - - 

Suzhou Taicang Powerlong City Plaza - 245.8 221.4 212.7 - 

Jinjiang Powerlong City Plaza 7.6 - - - - 

Tai'an Powerlong City Plaza - - 235.2 40.7 5.4 

Bengbu Powerlong City Plaza - - 502.7 287.4 146.8 

Zhengzhou Powerlong City Plaza - - 464.8 100.5 241.0 

Wuxi Powerlong City Plaza  - - 81.6 - - 

Qingdao Powerlong City Plaza - - - - 856.6 

       

Sub-total 399.3 982.7 1,511.80 641.3 1,255.60 

Property management services 3 7.8 16 7 10.3 

Rental income of investment properties 0.2 32.2 53.3 24.5 28.4 

Other income 0.3 3.1 2.7 2.3 - 

Total  402.8 1,025.80 1,583.80 675.1 1,294.30 
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Strengths/Opportunities 
��The Group has sizeable land reserves of 7.2 million square meters gross floor area with low land cost 

at below RMB 600 per square meter on average. This landbank comprises 3.1 million square meters 
landbank under development and 3.8 million square meters landbank for future development and 0.3 
million square meters completed and unsold properties.  

��In 2008, the Group registered a decent growth of 54.6% year on year in profit attributable to 
shareholders. The growth was contributed by: (i) the PRC government’s dedication to encourage 
domestic demand which benefited retailers as well as retail property developers; (ii) rapid 
urbanization, especially in second-tier cities, generated huge demand for local shopping malls and 
entertainment facilities; and (iii) a win-win model of project development and cooperation between the 
Group and each local government (On one hand, the Group benefits from speedy project approval 
from the local government, low land cost and high profit returns. On the other hand, the local 
government benefited from the recurrent tax revenues from shopping centers and job opportunities for 
local community.) In 2009 and 2010, profit from the Group’s property sales is expected to reach 
RMB1,204 million and RMB1,488 million. 

 

Weaknesses/Threats 
× The Group has gained brand recognition in its hometown in Fuzhou, through its Fuzhou Powerlong 

City Plaza. (This was the Group’s first commercial and residential mixed project.  The Group achieved 
3-year payback period with IRR of over 50% and net margin of 20%). The Group plans to start 
business in new markets. However, we see potential execution risk given the intensified competition 
in the property development sector and it may not be well received in these new markets.  

× The initial public offering of Powerlong share was originally priced between HK$3.3 and HK$4.9, 
representing a 17% to 44% discount to the Group’s NAV. Its closest peers with commercial property 
exposure in the PRC, such as, CR Land, Shui On Land, SOHO China and Franshion Property are 
trading at 17%, 38%, 41% and 39% discount to their respective NAVs. However, market sentiment on 
IPOs in Hong Kong has been cooling down since the disappointed debut performance of Metallurgical 
Corp of China (down 11.7% on debut) and the subsequent 5 IPOs namely China Lilang (down 0.8%), 
Peak Sport (down 17.1%), China South City (down 22.9%), Glorious Properties (down 14.6%) and 
China Resources Cement (unchanged from its IPO price).  
In response to this latest market sentiment, the Group allowed retail subscribers to cancel their orders 
and set the share price 17% below the original low end of its price range.  Despite of such move, 
share price of Powerlong is not expected to trade well above the IPO price, as there is a busy pipeline 
of initial public offerings by mainland developers in the near term which include much larger 
developers such as Evergrande Real Estate (a leader in the standardised operational model for large-
scale quality property developers), Longfor Properties (one of the leading national residential 
developers in China), Fantasia Holdings Group (another beneficiary of the western China 
development with much business focus in Chengdu), Project Lilies (with landbank of a total GFA of 
approximately 10.88 million square meters), Mingfa Group (with landbank of a total GFA of 12.0 
million square meters) and Excellence Real Estate Group (with landbank of a total GFA of 13.3 million 
square meters).  

 
 

Recommendation: Unexciting 
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Important Disclosure / Analyst Certification / Disclaimer 
 
This document is published by East Asia Securities Company Limited, a wholly-owned subsidiary of 
The Bank of East Asia, Limited (BEA).  
 
The research analyst primarily responsible for the content of this report, in part or in whole certifies 
that the views on the companies and their securities mentioned in this report accurately reflect 
his/her personal views. The analyst also certifies that no part of his/her compensation was, is, or will 
be, directly, or indirectly, related to specific recommendations or views expressed in this report.  
 
This report has been prepared solely for information purposes and has no intention whatsoever to 
solicit any action based upon it. Neither this report nor its contents shall be construed as an offer, 
invitation, advertisement, inducement or representation of any kind or form whatsoever. The 
information is based upon information, which East Asia Securities Company Limited considers 
reliable, but accuracy or completeness is not guaranteed. Information and opinions expressed herein 
reflect a judgment as of the date of this document and are subject to change without notice. Any 
recommendation contained in this report does not have regard to the specific investment objectives, 
financial situation and the particular needs of any specific addressee. This report is not to be taken in 
substitution for the exercise of judgment by respective readers of this report, who should obtain 
separate legal or financial advice. East Asia Securities Company Limited and / or The BEA Group 
accepts no liability whatsoever for any direct or consequential loss arising from any use of this report 
or further communication given in relation to this report.  
 
At time of this report, East Asia Securities Company Limited has no position in securities of the 
company or companies mentioned herein the report, while BEA along with its affiliates and/or 
persons associated with any of them may from time to time have interests in the securities mentioned 
in this report. BEA and its associates, its directors, and/or employees may have positions in, and may 
effect transactions in securities mentioned herein and may also perform or seek to perform broking, 
investment banking and other banking services for these companies.  
 
BEA and/or any of its affiliates may beneficially own a total of 1% or more of any class of common 
equity securities of the subject company or companies mentioned in this report and may, within the 
past 12 months, have received compensation and/or within the next 3 months seek to obtain 
compensation for investment banking services from the subject company or companies mentioned in 
the report. 
 
This document 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, publication, 
availability or use would be contrary to law and regulation.   


