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Consolidating for a Brighter Future

Following the asset injection during 2020, we believe the developer is
in a period of restructuring and consolidation of the business. While
Minmetals Land's core net profit came in weaker than expected, the
strengthened balance sheet shows that the cash flows of the
business is strong and healthy. We maintain our Hold rating.

Net Debt To Equity improved to ~50% reflects cash flow strength
Following the asset injection during 2020, we believe the developer is in a
period of restructuring and consolidation of the business. While Minmetals
Land’s core net profit came in weaker than expected at only RMB112m
(down 85% YoY), we believe this reflects the weakness of the business
before its asset restructuring during 2020. We take comfort from the
strengthened balance sheet where net debt to equity has deleveraged to
50% (2019: 79%). This together with the significant increase in contract
liabilities (up 180% YoY) on balance sheet implies that the cash flow of the
underlying business are solid and healthy, in our view. The increase in
contract liabilities reflects the solid contracted sales growth of 124% YoY to
RMB19,360m underpinned by the asset injection completed during the
year.

Weaker than expected 2020 results amid lower revenue and margins
Minmetals’ results came in weaker than expected with core net profit
declining 85% YoY to RMB112m. This is due to a revenue decline of 34%
YoY to RMB7,661m coupled with a decline in GP Margins to 16% (2019:
24%). As a result, the core net profit margin was only at 1.6% (2019:
7.3%). A final dividend of HK$0.01/sh is declared along with a special
dividend of HK$0.01/sh.

Asset restructuring during 2020 will underpin future growth

We believe that the assets acquired through the asset injection during
2020, will underpin the developers’ future contracted sales and earnings
growth. The assets acquired from its controlling shareholder comprises of
11 property projects across five cities and also includes a property
management company. This acquisition added 3.03m sgm to the
developer’s land bank and contributes to the results since Sep 2020
onwards. In additional to the improved financials and scale of operations,
we believe the asset injection also removes an overhang relating to
investors’ concerns on potential conflicts with the controlling shareholder’s
real estate development operations.

Fairly Valued at 0.31x P/B, Maintain Hold

We believe the stock is currently valued at a P/B of 0.31x. We slightly
revise down our target price to HK$1.01/sh as we lower our Target 2021E
PE Multiple to 3.75x amid the weaker than expected net profit reported.
Our new target price implies 13% upside from the current share price
levels. We maintain our Hold rating.

Stock code: 0230.HK

Rating: Hold

Price target (HK$) 1.01
Previous price target (HKS) 1.18
Current price (HKS, 26 Mar 2021) 0.89
Upside/downside % 13%
Market cap (HKS m) 2,979
Market cap (USS m) 384
Avg daily turnover (USSm) 0.05
Source: Bloomberg, AMTD Research
Key forecasts
(HKS m) 2019 2020 2021e 2022e
Revenue 11,261 7,662 13,778 15,742
yoy % 3.0% -32.0% 79.8% 14.3%
Gross Profit 2673 1230 3,031 3,463
yoy % -31.2% -54.0% 146.3% 14.3%
Core Net Profit 827 122 912 1,354
yoy % 6.2% -85.2% 646.8% 48.5%
Gross margin 237% 16.1% 22.0% 22.0%
Net gearing 791% 50.0% 874% 85.9%
EPS 025 004 027 040
DPS 0.08 002 009 013
BPS 275 287 306 3.34
Source: Company data, AMTD Research
Valuation
2019 2020  2021e 2022¢
P/E 3.6 244 8.8 2.2
P/BV 0.32 0.31 0.29 0.27
Div. 90%  19%  101%  146%
yield
ROE 9.0% 1.3% 7.6% 12.9%
ROA 1.7% 0.2% 1.2% 2.0%
Source: Bloomberg, AMTD Research
Share price performance
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Figure 1: Minmetals FY20 Financial Results Summary

FY20 Results (HKD '000) FY20A FY20E Diff (%) FY19A YoY/Chg
Sale of properties 7,071,620 10,614,996 -33% 10,329,101 -32%
Revenue from specialised construction contracts 529,429 907,833 -42% 864,603 -39%
Rental and management fee income from investment properties 60,597 71,113 -15% 67,727 -11%

Total Revenue 7,661,646 11,593,942 -34%| 11,261,431 -32%

Cost of sales (6,431,192) (9,159,214) -30% (8,588,071) -25%

Gross profit 1,230,454 2,434,728 -49%) 2,673,360 -54%

Other income, other gains and losses 495,945 106,675 365% 103,616 379%

Fair value changes on investment properties (50,586) - 107,550 -147%

Selling and marketing expenses (255,866) (415,133) -38% (242,035) 6%

Administrative and other expenses (752,540) (583,832) 29% (567,088) 33%

Expected credit losses,net of reversal (14,534) - 3,832 -479%

Finance income 222,799 221,744 0% 221,744 0%

Finance costs (69,471) (37,034) 88% (26,739) 160%

Share of results of associates 4,469 - (3,761) -219%

Share of results of joint ventures (2,260) - (10,380) -78%

Profit before tax 808,410 1,727,148 -53% 2,260,099 -64%

Income tax expense (371,070) (702,577) -47% (907,516) -59%

Net profit 437,340 1,024,570 -57% 1,352,583 -68%

Ow ners of the Company 112,370 660,948 -83% 942,689 -88%
Holders of perpetual capital instruments 220,578 219,089 1% 219,089 1%
Non-controlling interests 104,392 144,533 -28% 190,805 -45%

Core attributable NP 122,118 660,948 -82% 826,780 -85%

Key Ratios

GP Margins 16.1% 21.0% 23.7% -7.7ppt

Core Net Margins 1.6% 6.0% 7.3% -5.7ppt

FY20A FY20E FY19A  YoY/Chg

Net Debt to Equity 50% 87% 79% -29.4ppt

Total Assets to Total Equity 2.9x 3.3x 3.0x -0.1x

Source: Company data, E=AMTD Equity Research Estimates
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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
Analyst Certification

I, Jacky Chan, hereby certify that (i) all of the views expressed in this research report reflect accurately our personal views
about the subject company or companies and its or their securities; and (ii) no part of our compensation was, is or will be,
directly or indirectly, related to the specific recommendations or views expressed by us in this research report, nor is it tied to
any specific investment banking transactions performed by AMTD Global Markets Limited.

AMTD Global Markets Limited
Address: 23/F - 25/F, Nexxus Building, No. 41 Connaught Road Central, Central, Hong Kong
Tel: (852) 3163-3288 Fax: (852) 3163-3289

GENERAL DISCLOSURES

The research report is prepared by AMTD Global Markets Limited (‘“AMTD”) 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 has no obligation to update, modify or amend any part of this
research report or to otherwise notify a recipient thereof in the event that any matter stated herein, or any opinion, projection,
forecast or estimate set forth herein, changes or subsequently becomes inaccurate, or if research on the subject company is
withdrawn. 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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