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Recapitalised Balance Sheet for Value Accretive Opportunities

Top-up Placement adds ammunition for value-accretive opportunities

On 15 Oct 2019, Powerlong has announced a share top-up placement of
HK$791.64m at HK$5.4/sh, offering 146.6m shares, representing ~3.54% of
enlarged shares in issue. Attractive land acquisition opportunities are arising in
the property market during 2H19 and we believe the share placement will add
ammunition to Powerlong’s warchest for value-accretive acquisitions. From a
trading technical perspective, we believe the increased public float of
Powerlong’s shares may also increase the stock’'s ADT (Average Daily
Turnover), lowering investors’ risk of a “valuation and liquidity trap” concerns in
the longer run.

Hangzhou project acquired for RMB3.6bn on 24 Sep 2019

A JV consortium including Powerlong has recently acquired a 486,500sqm GFA
land in Hangzhou for a total consideration of RMB3.6bn translating to an
attractive average land cost of RMB7,400/sgm. The site is primely located and
well connected to a metro station. We believe the project can achieve an ASP
of ~RMB30,000/sgm. We believe this will imply a GP Margins of ~55% for
residential portion, before taking into the account capex related to non-sellable
commercial properties of the project. We believe that such attractive acquisitions
are value enhancive, and the latest fund raising will provide the company with
the ammunition required to grab hold of these attractive opportunities and
accelerate its net profit growth.

Trading liquidity discount should be narrowed

We highlighted in our recent sector report “Time to ditch Stock Picking
Methodology based on Tier 1, 2 and 3 cities”, trading liquidity is one of investors’
concerns for small-mid-cap property stocks such as Powerlong. Following the
share placement, the public float will increase to 34.79% from 32.39% and would
eventually result in higher trading liquidity of the stock. The average daily
turnover of the stock is at around US$4.8m.

We expect Net Debt to Equity to remain stable at ~85-90%

Immediately after the share placement, we estimate that the net debt to equity
will decline by ~4ppts to 87.4% (1H19: 91.4%), but we believe the company will
deploy the capital raised and maintain a stable net debt to equity of ~85-90% at
end-2019.

Undemanding valuations at 4.7x 2020E P/E and 0.7x 2019E P/B

Powerlong is trading at 4.7x 2020E P/E and 0.7x 2019E P/B valuations which
we believe is attractive considering our expected 2018-2021E net profit CAGR
of 42%. We believe the stock offers an attractive entry point into a profitable
business, underpinned by the land acquisition competitive edge through
Powerlong’s commercial properties development and operating capabilities.
Our target price implies 6.2x 2020E P/E and offers 33% upside to the current
share price.

Stock code: 1238.HK
Rating: BUY

Price target (HK$) 718
Previous target(HKS): NA
Current price (HKS, 15 Oct 2019) 5.39
Upside/downside % 33%
Market cap (HKS m) 22,335
Market cap (USS m) 2,870

Avg daily turnover (US$ m) 4.80

Source: Bloomberg, AMTD Equity Research

Key forecasts

(RMB m) 2018 2019e  2020e  2021e
Revenue 19,594 26,946 43,824 48,268

yoy % 25.7% 37.5% 62.6% 10.1%
Net profit 3648 3,359 5466 6,752

yoy % 57%  -71.9% 62.8% 23.5%
Core Attr NP 1,857 2497 4313 5356

yoy % 244% 344% 727% 242%
Gross margin _~ 385% 335% 335% 33.5%
Netgearing  101.6% 852% 726% 66.6%
EPS 0.46 0.60 1.04 1.29
DPS 0.20 0.18 0.29 0.36
BPS 6.83 7.18 7.93 8.86

Source: Company data, AMTD Equity Research

Valuation
2018 2019%  2020e  202fe
P/E 104 8.1 47 38
p/BV 07 07 06 05
Div. 4oy 37%  6A%  T.5%
yield
ROE  68%  84%  131%  14.6%

ROA 2.8% 2.2% 3.3% 3.7%

Source: Bloomberg, AMTD Equity Research
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IMPORTANT DISCLOSURES

AMTD Investment Ratings

Buy Stock with potential return of over 20% over the next 12 months

Hold Stock with potential return of -20% to +20% over the next 12 months

Sell Stock with potential loss of over 20% over the next 12 months
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I, Jacky Chan, hereby certify that (i) all of the views expressed in this research report reflect accurately my personal views about
the subject company or companies and its or their securities; and (ii) no part of my compensation was, is or will be, directly or
indirectly, related to the specific recommendations or views expressed by me in this research report, nor is it tied to any specific
investment banking transactions performed by AMTD Global Markets Limited.
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GENERAL DISCLOSURES
The research report is prepared by AMTD Global Markets Limited (fAMTD”) and is distributed to its selected clients.

This research report provides general information only and is not to be construed as an offer to sell or a solicitation of an offer
to buy any security in any jurisdiction where such offer or solicitation would be illegal. It does not (i) constitute a personal advice
or recommendation, including but not limited to accounting, legal or tax advice, or investment recommendations; or (ii) take into
account any specific clients’ particular needs, investment objectives and financial situation. AMTD does not act as an adviser
and it accepts no fiduciary responsibility or liability for any financial or other consequences. This research report should not be
taken in substitution for judgment to be exercised by clients. Clients should consider if any information, advice or
recommendation in this research report is suitable for their particular circumstances and seek legal or professional advice, if
appropriate.

This research report is based on information from sources that we considered reliable. We do not warrant its completeness or
accuracy except with respect to any disclosures relative to AMTD and/or its affiliates. The value or price of investments referred
to in this research report and the return from them may fluctuate. Past performance is not reliable indicator to future performance.
Future returns are not guaranteed and a loss of original capital may occur.

The facts, estimates, opinions, forecasts and any other information contained in the research report are as of the date hereof
and are subject to change without prior notification. AMTD, its group companies, or any of its or their directors or employees
(“AMTD Group”) do not represent or warrant, expressly or impliedly, that the information contained in the research report is
correct, accurate or complete and it should not be relied upon. AMTD Group will accept no responsibilities or liabilities
whatsoever for any use of or reliance upon the research report and its contents.

This research report may contain information from third parties, such as credit ratings from credit ratings agencies. The
reproduction and redistribution of the third party content in any form by any means is forbidden except with prior written consent
from the relevant third party. Third party content providers do not guarantee the timeliness, completeness, accuracy or
availability of any information. They are not responsible for any errors or omissions, regardless of the cause, or for the results
obtained from the use of such content. Third party content providers give no express or implied warranties, including, but not
limited to, any warranties of merchantability of fitness for a particular purpose or use. Third party content providers shall not be
liable for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses,
legal fees, or losses (including lost income or profits and opportunity costs) in connection with any use of their content. Credit
ratings are statements of opinions and are not statements of fact or recommendations to purchase, hold or sell securities. They
do not address the suitability of securities for investment purposes, and should not be relied on as investment advice.

To the extent allowed by relevant and applicable law and/or regulation: (i) AMTD, and/or its directors and employees may deal
as principal or agent, or buy or sell, or have long or short positions in, the securities or other instruments based thereon, of
issuers or securities mentioned herein; (i) AMTD may take part or make investment in financing transactions with, or provide
other services to or solicit business from issuer(s) of the securities mentioned in the research report; (iii) AMTD may make a
market in the securities in respect of the issuer mentioned in the research report; (iv) AMTD 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 or all of the entities
mentioned in this research report or may be providing, or have provided within the previous 12 months, other investment banking
services, or investment services in relation to the investment concerned or a related investment.

AMTD controls information flow and manages conflicts of interest through its compliance policies and procedures (such as,
Chinese Wall maintenance and staff dealing monitoring).

The research report is strictly confidential to the recipient. No part of this research report may be reproduced or

redistributed in any form by any means to any other person without the prior written consent of AMTD Global Markets
Limited.
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