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The Chase for Yield Accelerates, Positive for Overseas Property Sales

With US Fed and Reserve Bank of Australia cutting rates in the last few Stock code: 0035.HK

days, we believe global property investors will scour the globe to chase Rating: Buy
for yield in the medium term. This should stimulate the UK and Price target (HK$) 4.21
Australia property sales of Far East Consortium (FEC), following its Current price (HK$, 3 Mar 2020) 3.47
recent launches of Consort Place in London and Queen’s Wharf Upside/downside % 21%
Brisbane. Market cap (HK$ m) 8,262
Market cap (US$ m) 1,063
Asset inflation trend will attract global property investors Avg daily tumover (US$ m) 0.77

Property is often considered as a relatively safe asset class and is almost a Source: Bloomberg, AMTD Equity Research
must have for Global High Net Worth Individuals in their portfolio. As central
banks around the world cut their countries’ respective benchmark rates (US ~ Key forecasts

ng by 50bp§ and RBA by 25bps) we expect the IOV\{er bgrroywng costs.wnl g‘ggﬂﬁg 5F§:13? Fg ggg F8Y, g;g n%g
drive rental yields lower, resulting in property asset inflation in the medium voy % 165% 173% 180% 44.9%
term. We believe that FEC is well poised to capture this trend with their Adjusted NP 1329 1457 1573 1,728
recently launched property projects in London Canary Wharf and Brisbane yoy % 149%  96%  80% 9.9%

in Australia, respectively. We estimate that UK and Australia contribute to Gross m_argin 45-2:/0 38-1:/0 33-2:/0 26-9:/0
~80% of FEC FY20E property development revenues. Depending on the  etgearing 28.7% 454% 61.1% 58.7%

] R . EPS 0.59 0.64 0.68 0.75
project, global property investors can contribute up to ~50% of such property DPS 022 022 024 026
sales. BPS 576 585  6.05 6.36
Consort Place London: A gem at the heart of Canary Wharf ?ﬁggﬁ;gg&?:%g:ﬁl? mmﬁlﬁ'%ﬁfeamh
FEC recently launched Consort Place for sale in Feb 2020, a project thatis  yaJuation
at the heart of Canary Wharf, neighbouring the London headquarters of JP FY19  FY20e FY2le FY22e
Morgan, HSBC, Morgan Stanley, etc. Consort Place is a 390,000 sqft PIE 59 55 5.1 47
mixed-used residential development project and we believe it is on track to P/BV 0.6 0.6 0.6 0.5

be a key FY2020-2021 sales contributor with a GDV of ~HK$4bn, with an Div. 6.3% 6.3% 6.8% 7.5%

i ) yield
ASP of ~GBP1,000-1,100/sqft. ROE  102%  109%  112%  11.7%

Queen’s Wharf Bisbane: A scarce Resi/Com/Hotel/Casino Development _ROA 46%  45%  29%  32%
The developer has also launched its Queen’s Wharf Brisbane project for sale ~ Source: Bloomberg, AMTD Equity Research

in Feb 2020, which was well received by the market despite the COVID-19
outbreak. The project is also mixed-used development comprising of

residential, hotel and a casino, overlooking the Brisbane river. Phase 1 was L e ShiteRucs
recently launched with 252,000 sqft and is expecting to achieve a total GDV )

of ~HK$3.3bn. ‘ W

Hotel portfolio face challenges, but manageable as cap rate compresses

COVID-19 outbreak is putting pressure on the company’s hotel portfolio, with .

occupancy rates under pressure. However, we believe the cashflow and LTRSS L&
earnings impact is manageable, as property development is the main ‘

earnings driver contributing to 56% of FY20E Total Revenues, vs ~27% from  Source: Bloomberg

Share price performance

Hotels. From an asset value perspective, while Hotels contribute to ~52% Jacky Chan
of our SOTP GAV, the rate cuts will also help to mitigate the rental pressures Analyst
as cap rate is expected to compress. +852 3163 3323

jacky.chan@amtdgroup.com

Stock offering 6.3% div yield, at 5.5x FY20E P/E, 0.6x FY20E P/B

We believe Far East Consortium is trading at attractive valuations of 5.5x Karen Huang
FY20E P/E and a 0.6x FY20E P/B. The book value are mostly at cost, as +852 Qfgg‘s‘g’;g
hotels are not mark to market under the accounting rules. This makes the karen.huana@amtdaroup.com
valuation all the more attractive, considering that it is trading at a same P/B

with other HK property developers who have a large investment property

portfolio which is marked-to-market on their books.

Please contact AMTD Global Markets Limited at (852) 3163 3288 for further product information.
Please read the Important Disclosures and General Disclosures on Pages 5
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Figure 1: Hong Kong: 10-yr government bond yield vs. residential rental yield (%)

8
#
6
5
4
3
2
1
0
O - N N M o= S Wmow Yo 0 0 © AN M TN Lo~ o0 0o o
o e R R O 9 QR R gy iy g el g P gl g oS S
33 5 335 5335335533535 E838335836335
o= TN o e WG e N OB o TYUm i T S @ MNE e R B o VS = O VE
— HK 10yr Govt Bond Yield =——=HK Residential Rental Yield
Source: Hong Kong Rating and Valuation Department; Bloomberg; AMTD Equity Research
Figure 2: London: 10-yr government bond yield vs. residential rental yield (%)
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Source: Savills; UK Office for National Statistics; Bloomberg; AMTD Equity Research
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Figure 3: Australia: 10-yr government bond yield vs. residential rental yield (%)
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Valuation & Risks

Figure 4: Peers Valuation comparison (As of 3 Mar, 2020
Date 3/3/2020 Share Price Mktcap FY18 P/E FY19E P/E FY20E P/E FY18 P/B FY19E P/B FY20E P/B

(HK$) (USD mn)

HK Property Developers Equity

17 HK NEW WORLD DEV* 9.95 13,101 12.5x 11.5x 11.4x 0.5x 0.5x 0.4x 4.8%
12 HK HENDERSON LAND D 35.85 22,334 14.2x 10.8x 10.5x] 0.6x 0.5x 0.5x 4.4%
16 HK SHK PPT 109.00 40,645 9.6x 9.3x 9.5x 0.6x 0.5x 0.5x 4.1%
1113 HK CK ASSET HOLDING 48.20 22,908 6.9x 6.0x 7.4x 0.6x 0.5x 0.5x 4.1%
83 HK SINO LAND 10.58 9,474 13.7x 14.9x 7.4x 0.5x 0.5x 0.5x 9.0%
20HK  WHEELOCK & CO 62.05 16,391 9.9x 8.0x 8.3x 0.5x 0.5x 0.5x 2.5%
4 HK WHARF HLDG 17.54 6,883 7.7x 8.0x 7.8x 0.4x 0.4x 0.4x 4.1%
683 HK KERRY PPT 22.70 4,255 6.5x 6.2x 6.7x 0.3x 0.3x 0.3x 5.7%
35 HK FE CONSORT INTL* 3.47 1,063 5.9x 5.5x 5.1x 0.6x 0.6x 0.6x 6.4%
Total/lAverage 137,054 9.6x 8.9x 8.2x 0.5x 0.5x 0.5x 5.0%

Source: Bloomberg Estimates, “AMTD Equity Research Estimates
Note: Div Yield is Trailing Dividend Yield

Key Risks

Key risks for the stock includes (1) a slowdown in contracted sales; (2) unexpected
tightening in monetary policy; (3) government introduction of property tax which curbs
property purchase sentiment.
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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

We, Jacky Chan and Karen Huang, 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 (i) 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.

Firm Disclosure

AMTD Global Markets Limited has an investment banking relationship with Far East Consortium International Limited and/or
their affiliate(s) within the past 12 months.

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 (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 (i) 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 fithess 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; (ii)) 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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