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Strong CPI data expected. China will announce its first quarter GDP figures tomorrow and March C
April 2007. Market is concerned that if CPI growth exceeds 3%, the Chinese government may intro
measures to control inflation. In this marco environment, we recommend sticking to stocks with high
to NAV, such as Shenzhen Investment (SI). Key takeaways from our recent meeting with its managem
follows: 

Property focus. SI may sell its 46.4% owned Jingdong Expressway to its parent Sum Yip which has
experience in infrastructure management and which spin off its infrastructure projects to unlock value.
owned associate Road King (1098 HK, HK12.86, NR) plans to spin-off its property division in the near

Land bank focus. Around 30.7% of its land bank is in Shenzhen and 38.5% in the rest of Guangd
company has a total GFA of 7.9m sqm (excluding GFA of properties under construction) and attributab
4.6m sqm. Including the Road King and Coastal Greenland stakes, its total attributable land bank stand
8.0m sqm.  

Cash rich. With HK$4.2b in cash in hand, we believe SI has sufficient financial resources to further re
land bank.  The company plans to acquire about 1.5m sqm (GFA) in 2007 and 1.0m sqm in 2008. 

Increasing development profits. SI plans to complete 0.4m sqm (attributable GFA) in 2007, of whi
40.0% has been booked in 2007, part of its RMB4.50b development profit target for the year. In 2008
0.75m sqm. Its medium-term targets include a core earnings CAGR of 20% in the next five years.  

Performance targets. Exceeding a 15.0% core ROE in 2007, and 20.0% in 2008. In 2008, double the 
profit. The gross profit margin of 40.0-50.0% in 2007 – 2008. 

Table 1: Estimated un-audited NAV as of 10 Apr 2007   
 Valuation method HK$
1. Land bank 4.6m sqm GFA @ RMB2,000.0=RMB9.2b 
2. Projects under construction 0.8m sqm GFA @ RMB3,500.0 = RMB2.8b 
3. Investment property HK$2.2b (assuming 70% on HK$3.1b market value) 
4. Road King 180m shares@HK$13.0 = HK$2.41b 
5. Coastal Greenland HK$1.2@625.0m shares = HK$750m 
6. Jingdong Expressway Book value, or = DCF (11.0% discount) = HK$560.0m 
7. Miscellaneous industrial assets to be sold. HK$500.0m estimated realizable value 
8. Proceeds of selling Mawan Power,  
  SEG Display, cable TV and Jingdong  

HK$1,180.0m 

Deduct: Net debt: HK$3,171m 
 No. of shares outstanding 2.821m 
Estimated NAV (per share)  
Source: Company data 

Valuation. Trading at an estimated un-audited NAV of around HK$5.81, representing a 22.4% disco
yesterday’s closing price. 

Risks. More austerity measures imposed by the Chinese government to cool down the overheated mark

SBI E2-Capital is a dedicated small/mid cap investment banking/ stockbrokerage house. Find our research on: sbie2capital.com, thomsonone
factset.com and multex.com  
Investors should assume that SBI E2-Capital is seeking or will seek investment banking or other primary businesses with the companies in this report. 
Analyst certification: the views expressed in this report accurately reflects the analyst’s personal views of the subject securities and that the analyst ha
and will not receive direct or indirect compensation in exchange for expressing specific recommendations or views in this report. 

Disclaimer: the information and opinions in this report were prepared by SBI E2-Capital Securities Limited. SBI E2-Capital Securities Limited does n
advise you of changes in its opinion or information. SBI E2-Capital Securities Limited and others associated with it may have positions in and effect 
securities of companies mentioned and may also perform or seek to perform investment banking services for those companies. This memorandu
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