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Further step to mainland China

Financial summary
Year to Dec 07A 08A 09F 10F 11F

Turnover (HK$m) 10,168.311,021.413,153.915,049.918,422.8
Net Profit (HK$m) 4049 489.3 5444 6385 759.9

EPS (HK$) 0172 0192 0222 0261 0310
EPS A% 62.1 11.6 15.9 17.3 19.0
P/E (X) 16,7 153 138 117 9.9
P/B (X) 345 297 292 292 278
EV/EBITDA (X) 129 110 89 99 98
Yield (%) 15 27 22 26 30
ROE (%) 259 209 214 249 289
ROCE (%) 282 204 173 186  19.0
N. Gear. (%) Cash Cash Cash 117 577

Source: SBI E2-Capital
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Price Performance

1mth 3 mth 12mth

Relative to HSI (%) +12.1 +50.6 +78.5
Actual price changes (%) +6.3 +80.0 +45.7

09F 10F 11F
Consensus EPS (RMB) 0.233 0.274 0.348
Previous forecasts (RMBm)
Previous EPS (RMB)
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Please refer to important disclosures at the end of this report

BUY (unchanged)

3311.HK
HK$3.06

HK$0.60-3.22
Market cap: US$961.0m
Daily t/o, 3 mth: US$3.6m
36.7%

12 mth range:

HK$3.46 (+13%)

Free float %:

Key points:

% CSClI is taking further step to mainland China by form a Wuhan JV
for BT project of Reconstruction of Wuxian Highway and
Construction of Shahu passageway.

% Stock rallied 9.3% following up the news announcement. The
counter is currently trading at 13.8x FY12/0%F and 11.7x FY12/10F.

*  We maintain BUY call on CSCI with target price HK$3.46.

Taking further step to mainland China. CSCI just announced that
it will form a Wuhan JV with China State Construction Engineering
Corporation (CSCECL) and China Construction Third Engineering
Bureau Corporation (CCTEB). The |V will operate a BT project for
reconstruction of Wouxian Highway and construction of Shahu
passageway in Wuhan, Hubei Province. CSCI will hold 30% of the ]V and
contribute RMB90m for registered capital (total registered capital:
RMB300m). Other capital requirements of project will be financed by
bank borrowing, which will be guaranteed by Wuhan government. The
Wouxian Highway is about 7.5Km long and Shahu Passangeway is about
2.6Km . The total contract value for Wuxian Highway is about RMB2.4b.
The project would be a BT model as well with a construction period of
2 years starting soon and government buyback period of 3 years.

Valuation. We think the new project again shows CSCl’s ability in
tapping into infrastructure construction market in mainland China. Its
stock price rallied 9.3% following up the new announcement by close of
morning session today. The counter is currently trading at [3.8x
FY12/09F P/E and | 1.7x FY12/10F P/E. We maintain our BUY call on the
counter with target price HK$3.46, representing 15.6x FY12/09F P/E
and 13.3x FY12/10F P/E.
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Table1: P& L

Year to Dec (HK$m) 07A 08A 09F 10F 11F
Turnover 10,168.3 11,021.4 13,153.9 15,049.9 18,422.8
Cost of sales (9,402.2) (10,112.0) (12,106.7) (13,850.4) (16,996.4)
Gross profit 766.1 909.4 1,047.2 1,199.5 1,426.4
Other income 129.9 71.3 74.7 73.4 69.4
Selling and distribution costs (10.7) (17.8) (20.6) (21.5) (24.9)
Administrative expenses (332.0) (394.0) (420.9) (451.5) (515.8)
Other Expenses (29.9) 125 (3.9) (4.5) (5.5)
Operating profit 523.3 581.3 676.5 795.3 949.5
Financial costs (2.8) (20.1) (23.4) (31.0) (43.0)
Share of loss of a jointly controlled entity

Share of loss of an associate 8.8 9.4 9.8 9.8 9.8
Pre-tax profit 530.3 570.7 662.9 774.1 916.3
Tax (82.4) (66.3) (99.4) (116.1) (137.4)
Minority interests (43.1) (15.1) (19.0) (19.5) (18.9)
Net profit 404.9 489.3 544.4 638.5 759.9

Source: Company data and SBI E2-Capital
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SBI E2-Capital is a dedicated small/mid cap investment banking/ stockbrokerage house. Find our research on: shie2capital.com, thomsononeanalytics.com,
factset.com and multex.com

SBI E2-Capital stock ratings:
STRONG BUY : absolute upside of >50% over the next three months

BUY : absolute upside of >10% over the next six months
HOLD : absolute return of -10% to +10% over the next six months
SELL : absolute downside of >10% over the next six months

Investors should assume that SBI E2-Capital is seeking or will seek investment banking or other related businesses with the companies in this report.

Analyst certification: The views expressed in this report accurately reflect the analyst’s personal views of the subject securities and that the analyst has not received and will
not receive direct or indirect compensation in exchange for expressing specific recommendations or views in this report.

Disclaimer: This research report is not an offer to sell or the solicitation of an offer to buy or subscribe for any securities. The securities referred to in this report may not be
eligible for sale in some jurisdictions. The information contained in this report has been compiled by the Research Department of SBI E2-Capital Securities Limited (‘SBI
E2-Capital’) from sources that it believes to be reliable but no representation, warranty or guarantee is made or given by SBI E2-Capital or any other person as to its accuracy
or completeness. All opinions and estimates expressed in this report are (unless otherwise indicated) entirely those of SBI E2-Capital as of the date of this report only and are
subject to change without notice. Neither SBI E2-Capital nor any other person, accepts any liability whatsoever for any loss howsoever arising from any use of this report or
its contents or otherwise arising in connection therewith. Each recipient of this report shall be solely responsible for making its own independent investigation of the business,
financial condition and prospects of the companies referred to in this report. SBI E2-Capital and their respective officers, directors and employees, including persons involved
in the preparation or issuance of this report, may from time to time (1) have positions in, and buy or sell, the securities of companies referred to in this report (or related
investments); (2) have a consulting, investment banking or broking relationship with any company referred to in this report; and (3) to the extent permitted under applicable
law, have acted upon or used the information contained or referred to in this report including effecting transactions for their own account in an investment (or related
investment) in respect of any company referred to in this report, prior to or immediately following its publication. This report may not have been distributed to all recipients at
the same time. This report is issued only for the information of and may only be distributed to professional investors and dealers in securities and must not be copied,
published, reproduced or redistributed (in whole or in part) by any recipient for any purpose. This report is distributed in Hong Kong by SBI E2-Capital. Any recipient of this
report who requires further information regarding any securities referred to in this report should contact the relevant office of SBI E2-Capital located in such recipient’'s home
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