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Shoucheng (697 HK)

Parking In and C-REITs Out

Shoucheng is China’s leading car park management firm and real estate fund
operator under SOE-parentco Shougang Group. 2023E will be a good financial
year for Shoucheng as rapid traffic recovery and CSRC’s push for C-REITs would
greatly boost its parking business and fund size growth (it has early move
advantage in C-REITS). In the medium term, C-REITs would also help the
company transit into an asset-light model — listing its mature car parks and

industrial parks into C-REITs. Therefore, we expect Shoucheng to deliver 42%/15%
revenue/NP CAGR in 2022-24E, roughly in line with its incentive plan requirement.

Besides, we think the share price has limited downside due to its high dividend
yield at 7% and HK$300mn share buyback plan (enough for 2.3% stakes). Initiate
at Buy with TP of HK$2.19 using 15x 2023E PE, 10% discount to the average of
its global peers. Catalyst: another round of special dividend after selling the
remaining Shougang resources for HK$2.2bn.

B The key parking space consolidator on a rising traffic: the car park
shortage (26% gap) may boost the construction of parking lot at 10% CAGR
to 322mn units by 2025E (or 0.85:1). This would make parking fee business
an RMB700bn market by 2025E (assume 30% of parking used for rental
purpose and 20% utilization rate). We expect Shoucheng to be the key

beneficiary to consolidate and grow number of its managed parking lots by 44%

CAGR given its SOE background, smartization know-how (EV charging and
system), strong cash position. Together with a rising traffic in 2023E after
COVID (already back to 2019 level), we expect its parking revenue to deliver
66% CAGR in 2022-24E.

B First-mover advantage into C-REITs to boost its fund AUM: With CSRC’s
green light in 2021, the C-REITs market has grown rapidly to 23 listings,
RMB80bn size and 25% returns. We expect C-REITs size to further grow at
50% CAGR in 2023-24E to RMB180bn as CSRC would potentially allow more
asset classes like green energy/commercial assets and encourage private
real estate fund to invest. This would help Shoucheng boost its fund AUM
given its first-move advantage through direct investments in nine REITs and
pre-REITs preparation of its quality industrial and car parks. For example, it
has just raised a RMB4.5bn pre-REITs fund with China life and Shougang
Group. Going forward, we expect fund size to grow at 8% 2022-24E CAGR at
RMB4.5bn per year (10% of C-REITs annual issuance size) to reach
RMB64bn. This would drive a revenue growth of 12% CAGR in 2022-24E with
high GPM at 70%.

B High dividend yield and share buy back as downside cushion: Due to its
rich cash position, Shoucheng is likely to keep its high dividend payout policy
at 80% or 7% dividend yield in 2023E. Also It plans to further dispose the
remaining 17% Shougang resources (639.HK) worth of HK$2.2bn and may
pay special dividend (they paid HK$200mn special dividend in Feb22 after
disposing 11% of Shougang resources). Besides, it has HK$300mn share
buyback plan (HK$20mn used) with repurchase price up to HK$1.5/share.

B [nitiate at Buy. We forecast revenue to grow at 42% CAGR in 22-24E with
parking business (+66% CAGR). This mix shift puts NPM down to 34% by
2024E. Net net, we expect NP to grow 15% in 22-24E. Risk: More intensified-
than-expected competition into C-REITs after CSRC'’s trial in real estate fund.
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Earnings Summary

(YE 31 Dec) FY20A FY21A
Revenue (HK$ mn) 706 1,195
YoY growth (%) 78.2 69.3
Core profit (HK$ mn) 659 116
Core EPS (HK$) 0.10 0.02
YoY growth (%) N.A. N.A.
Consensus EPS (HK$) N.A. N.A.
P/E (x) 17.7 102
P/B (x) 1.0 1.2
Yield (%) 6.9 5.7
ROE (%) 5.6 1.0
Net gearing (%) Net cash Net cash

FY22E
1,774
48

920
0.12
N.A.
N.A.
13.7
1.2

5.8

8.9
Net cash

FY23E
2,725
54
1,061
0.15
15
N.A.
11.6
1.1

6.7

9.9
Net cash

FY24E
3,677
31
1,222
0.18
15
N.A.
9.6

1.1

8.1
11.1
Net cash

Source: Company data, Bloomberg, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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One-page summary

Figure 1: Our key forecast and assumptions

HKD mn 2019A  2020A 2021A  2022E  2023E  2024E

Revenue 396 706 1,195 1,774 2,725 3,577 42%
yoy 78% 69% 48% 54% 31%

Parking 177 481 613 911 1,789 2,506 66%
yoy 172% 28% 49% 96% 40%

Fund management 181 213 558 839 913 1,047 12%
yoy 18% 163% 50% 9% 15%

Others 38 12 23 24 24 25 2%

Gross profit 202 174 547 883 1,197 1,495 30%
yoy -14% 214% 61% 36% 25%

GPM 51% 25% 46% 50% 44% 42%

Core net profit 443 659 116 920 1,061 1,222 15%
yoy 49%  -82% 693% 15% 15%

NPM* 112% 93% 10% 52% 39% 34%

Managed Car park 162,500 242,875 337,669 44%
yoy 49% 39%

Fund size under management 60,077 65,077 70,077 8%
yoy 8% 8%

Source: Company data, CMBIGM estimates; High NPM in 2019 and 2020 was due to dividend income from its investment

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 3
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Investment Thesis

The key market consolidator with strong expansion plan and
smartization know-how

B Parking industry suffers along-term supply shortage.

The national automobile ownerships in China has reached 319 million by the end of 2022.
According to national parking lot analysis report jointly released by AutoNavi and Tsinghua
University Transportation Research Institute, the shortfall of parking spaces has exceeded
80 million by the end of 2021 or a large gap of 26%. If we consider the peak hours, the
shortage issue would be even more prominent. Therefore, NDRC has issued the document
to push for more urban car parking development to meet the cap, especially for big cities.

Figure 2: National automobile ownership
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B Parking fee business would reach RMB700bn annual market size
There were 220mn car parking spaces as of 2021. If assume only 30% used for rental,

hourly rate of RMB4/hour and utilization rate of 20%, then it would imply an annual fee of
RMB460bn. As the general automobile ownership is likely to grow at ~5% CAGR, the
number of car park spaces would outgrow that to close the gap so we assume 10% CAGR.
This would mean the annual parking fees would reach RMB1tn by 2025E.

B Shoucheng’s leading position in parking and smartization would help
consolidate the market

As one of the largest parking players, Shoucheng has 162k units of parking space with total
250k units signed in. It is only less than 1% of market share that shows a large room to
improve amid such a fragmented market. Especially, the trend of smartization towards
unmanned management and EV charging would give Shoucheng great opportunity to
consolidate the market. For unmanned management, Shoucheng has developed a SaaS
system to cover its car parks. For EV charging, it has established corporations with NEV
markers like Xiaopeng, Tesla to install charging stations. This would make Shoucheng
more appealing to bid for car park spaces via BOT, long-term rental and acquisition models.

Therefore, we expect its number of signed parking lot would grow at 40% 2022-24E CAGR
to reach 587k units (outpace industry’s 10%). With improving utilization rate in 2023-24E,
we expect parking revenue to reach 66% CAGR in 2022-24E.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 5
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Figure 3: Our key assumptions

2019A 2020A 2021A

No. of signed parking lot 150,000 250,000 362,500 489,375
yoy 67% 45% 35%
No. of managed parking lot 97,500 162,500 242,875 337,669
yoy 67% 49% 39%
Daily utilization rate 20% 16% 24% 25%
Parking revenue 177 481 613 911 1,789 2,506
172% 28% 49% 96% 40%

Source: Company data

Figure 4: Traffic recovers to pre-COVID period
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Fund management: its early move into booming C-REITs would
boost AUM growing

C-REITs the new sexy industry to attract real estate funds

Before 2021, no public REITs were introduced in China. So asset owners can only sell the
partial/full stakes of asset to PE funds or certain investors. These are called Private REITs
and the differences vs. public REITs are non-public traded and no tax exemption. Public
REITs were only officially introduced in 2021 following the trial policy “»7F 3% 4& 3k 24 % #6E

F ¥ A A A3 51(3X47)" in Aug 2020 and nine REITs were listed as the first batch in May
2021.

For the first batch, the asset scope only covers infrastructure and regulators require
dividend yield must be >4% for next three years based on listing price. Two types of
underlying assets: 1) property-backed REITs (industrial parks and logistics): 4-5% dividend
yield; 2) Franchise-backed REITs (high-way toll, anti-pollution projects): >6% dividend yield

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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as the franchise rights are time-decreasing so there is a higher dividend requested by
investors. Below chart listed out the nine public REITs listed in 2021 and they achieved
25% performance after IPO partly due to the scarcity effect.

Figure 5: Details of 9 public REITs in the first batch
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In July 2021, CSRC has announced that the asset scope can be extended to cover social
housing and then we see two social housing projects listed in Aug 2022.

In Dec 2022, CSRC speaker also mentioned to further extend the asset scope to service
apartment, commercial asset, green energy. This would further help enlarge the market
size. So far there are total 24 C-REITs listed with a total market size of RMB80bn.

Going forward, we expect C-REITs market to see a fast growth as 1) more asset classes
in the game. Itis likely to see service apartment, shopping mall, green energy to be officially
approved this year because CSRC has mentioned in Dec 2022. 2) CSRC also recently
announced the new pilot scheme to boost private investment into real estate space. This
may also attract private money into this C-REITs space to make the cake bigger. We expect
the market size of C-REITs to grow at 50% CAGR in 2023-24E to RMB180bn size.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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Figure 6: Listed C-REITs so far
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Figure 7: We expect C-REITs market size to grow at 50% CAGR in 2023-24E
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Source: Cailian

Shoucheng’s early move advantage in C-REITs would help boost its fund
management AUM

Shoucheng managed a portfolio of funds with AUM of RMB50bn as of Jun 2022. As the
pioneer in C-REITs investment, it has invested in nine public C-REITs including GLP REITs,
Shekou Industrial park, Suzhou Industrial park, Shanghai-Hangzhou high way toll, etc. This
has not just helped Shoucheng achieve good investment returns of >25%, but also gain
the access to participate in the full chain of C-REITs issuance. This is mainly because the
company owns and operates up to 700k sqm of industrial parks with 20mn sgm in the land
bank. Therefore Shoucheng could leverage its SOE status and own assets to raise funds
for C-REITs.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 8
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For example, Shoucheng has raised RMB4.5bn pre-REITs fund with China life and
Shougang Asset management in order to acquire ESG projects for C-REITSs listing. As we
expect C-REITs market size to increase RMB40bn and RMB60bn in 2023E and 2024E,
Shoucheng’s early move and know-how could help grow its AUM and achieve excessive
return.

Figure 8: Fund management facts

25.. 50.... 6@0 OOO
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Source: Company data

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 9
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Figure 9: Its investment in C-REITs
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Source: Company data

In terms of financials, we expect fund size to grow at HK$5bn mainly for C-REITs funds
which is already at around 10% market share. Also given the still promising returns on C-
REITs, we expect both fund fees, carry and fair value change to grow together. Net net, we
expect fund management to grow at 12% 2022-24E CAGR.

In the long run, we think Shoucheng will also put its parking asset and industrial parks into
C-REITs IPO. That would create the synergy between two main business lines.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 10
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Figure 10: Fund management business to grow at 12% 2022-24E CAGR

HKD mn 2019A 2020A  2021A 2022E 2023E 2024E
Fund size (HKD bn) 54 59 64 69
yoy 9% 8% 8%
Fund management revenue 181 213 558 839 913 1,047
yoy 18% 163% 50% 9% 15%
Fund fees 186 208 174 300 358 420
yoy 12% -16% 72% 19% 17%
Investment Carry 247 338 423 507
yoy 37% 25% 20%
Fair value change (5) 5 137 200 132 119

Source: Company data

Aggressive earnings guidance comes with incentive plan

Incentive plan is out: Under Beijing SASAC’s approval, Shoucheng has adopted the
management incentive plan to award a total equity options of 173mn shares (2.3% of
existing share base). The quota has been used up in two batches: 1)138.5mn equity
options issued on 5 Nov 2021 at strike price of HK$1.624/share. 2) The remaining 26.2mn
equity options issued on 2 Nov 2022 at strike price of HK$1.56/share. Both batches come
up with exercise period of 3 years in a proportion of 33%, 33% and 34%. (Details below).

High earnings growth requirement for management to exercise the plan: The
incentive plan has required management to achieve a total revenue CAGR of 48% and
number of managed parking spaces CAGR of 45% under the exercise periods (2022-25).
We think the visibility is high for 2022-23E given its rich cash of HK$5.5bn. These cash can
be used to secure parking spaces via BOT project or direct acquisition.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 11
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Figure 11: First batch of incentive plan at strike price of HK$1.624/share

An aggregate of 138,500,000 Share Options will be granted to the following Selected Employees:

Selected Employees

Connected Selected
Employees:

Mr. Zhao Tianyang

Mr. Xu Liang

Mr. Li Wei

Ms. Zhang Meng

11 other Connected Selected

Employees

Non-Connected Selected

Employees:

Total

Role of Selected Number of Percentage to the
Employees Share Options total number of
granted issued Shares as
at the date of this
announcement
(Note 1)
Executive Director 7.000,000 0.10%
and Chairman of the
Board
Executive Director 5,000,000 0.07%
Executive Director 9,000,000 0.12%
and President of the
Board
Executive Director 7,000,000 0.10%
Employees of the 41,220,000 0.57%
Group (Note 2)
69,280,000 0.95%
138,500,000 1.90%

Source: Company data

Figure 12: Second batch of incentive plan at strike price of HK$1.56/share

An aggregate of 26,200,000 Share Options will be granted to the following Selected Employees:

Selected Employees

Connected Selected
Employee:

| Connected Selected
Employee
Non-Connected Selected

Employees:

Total

Role of Selected Number of Percentage to the

Employees Share Options total number of

granted issued Shares as

at the date of this

announcement

(Note 1)

Director of a 3,500,000 0.05%
subsidiary of the
Company (Note 2)

22,700,000 0.31%

26,200,000 0.36%

Source: Company data

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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High dividend yield and share buyback to cushion the downside

High dividend yield: Shoucheng is rich in cash with HK$5.5bn in the bank account and
liquid investment. So, the management has been quite generous in the dividend payout.
Historically, the dividend payout ratio has been quite high and we expect the ratio to be at
80% going forward. Also, it has announced HK$200mn special dividend in Feb 2022 after
HK$1.4bn proceeds from the stake disposal of Shougang Resources.

Figure 13: Dividend yield is expected to range at 7-10% during 2023-25E

mmmm Dividend (HKD mn) == Dividend yield

1,600 15.0%
1,254
1,200
9% 10.0%
800
5.0%
400
0 0.0%

2021A 2022E 2023E 2024E 2025E

Source: Company data
Note: special dividend is excluded in 2022E figure

Share buyback plan: In Feb 2022, the company announced the share buy back plan to
use up to HK$300mn for share repurchase. The amount is used to buy up to 2.4% of stakes
under Shoucheng’s current market cap which is quite significant. So far it has spent
HK$20mn on the share repurchase at a share price of HK$1.18-HK$1.57. That means
there are still HK$280mn bullet and the current share price is only 9% higher than the last
share buyback price. This would be a relatively limited downside backed by the share buy
back.

Figure 14: Dividend yield is expected to range at 7-10% during 2023-25E

Row Ff:aa:'tisé Number Value|Curr. p::é
1|2022-11-07| 1,520,000 2,380,160 HKD|1.566
2|2022-11-03 200,000 304,180| HKD|1.521
3|2022-09-19| 1,500,000| 1,984,440 HKD|1.322
4|2022-09-16| 1,200,000/ 1,504,100 HKD|1.252
5|2022-07-22| 1,000,000 1,233,840 HKD|1.234
6|2022-07-20| 1,192,000| 1,429,480 HKD|1.199
7|2022-04-12 440,000 525,220 HKD|1.194
8|2022-04-11 670,000 787,820| HKD|1.176
9|2022-04-08 190,000 232,640| HKD|1.224

-
[=]

2022-04-07 230,000 280,840 HKD|1.221
2022-04-06 220,000 394,560| HKD|1.233
2022-04-04 420,000 515,940 HKD|1.228
2022-04-01 200,000 359,040| HKD|1.197
2022-02-25 350,000 467,800| HKD|1.337
2022-02-24| 1,000,000 1,341,240 HKD|1.341
2022-02-23| 1,000,000 1,374,660 HKD|1.375
2022-02-22| 1,350,000 1,800,000 HKD|1.333
2022-02-21| 1,000,000 1,350,000 HKD|1.350
19|2022-02-18| 1,200,000 1,619,680 HKD|1.350
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Source: webb-site.com
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Financials

Stable growth with high dividend yield

We expect Shoucheng to deliver 44% revenue growth CAGR in 2021-24E, mainly driven
by parking space business at 59% CAGR and fund management at 23%. For the margin,
we think it will be in a declining trend due to mix change towards lower-margin parking
business. NPM is forecasted to slide from 52% in 2022E to 34% in 2024E. Net net, we
forecast Shoucheng’s net profit to deliver steady 15% CAGR in 2022-24E which translates
into 7-8% dividend yield

Figure 15: Revenue to grow at 44% CAGR in 21-24E
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Source: Company data, CMBIGM estimates

Figure 16: Core net profit attributable to shareholders at 15% 2022-24E
CAGR

(HKD mn)

1.400 - - 60%
51.9% 1222

1,200 A - E0%

1,000 - .
800 -
- 30%
600 -

659
443
400 -
200 -]
0 4

2019 2020 ° 2021 ~ 2022E  2023E 2024E

- 20%

- 10%

mmmm Core net profit —¢—(Core net margin

Source: Company data, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 14



6 Mar 2023 C?E@EEFS

CMB INTERNATIONAIL

R Mo moW W
ity ot rchants Ban

Target price and catalysts

We derive our TP of HK$2.19/share by using 2023E EPS and 15x PE. The 15x multiple is
based on 10% discount to the average of its global peers at 17x 2023E. The company is
currently trading at 12x 2023E PE and thus we expect a 29% upside from a long-term
perspective.

For the main catalysts, the keys are 1) declaration of special dividend after disposal of
remaining 17% stakes in Shougang Resources; and 2) new supportive C-REIT policy.

Figure 17: Our target price derivation
Price Target

2023E EPS (HKD) 0.15

Target PE multiple 15

Price Target (HKD/share) 2.19

Source: Company data, CMBIGM estimates

Figure 18: Valuation comps

Ticker CMBI rating TP Last price Mkt Cap Mkt Cap Dividend Yield
(LC) (HKS mn) (LC) 3 21A 2E

Shoucheng Holdings 697 HK BUY 22 1.7 12,799 12,799 na 137 11.6 9.6 57% 5.8% n.a.
Real Eztate Fund Mangaement

ESR Group 1821 HK NR NA 13.3 58,895 58,895 158 127 11.8 9.5 0.0% 1.6% 0%
Capital Land Investment CLISP NR MNA 36 108558 18643 o7 221 17.0 15.0 3.3%  33% 32%
Brookfield Asset Management  BAM US NR NA. 33.8 109,356 13,933 qpa na. 243 2085 n.a. n.a. n.a.
Carlyle Group CGUs NR NA 344 58 405 12,536 4 5.0 53 77 20% 3.8% 12%
Parking Business

PARKZ4 Co.,Ltd 4866 1P NR NA 1977.0 19,408 338,163 na. 1289 244 180 0.0%  0.0% 0%
Nippon Parking 2353 JP NR NA 2659.0 5379 93,7119 arg 280 201 17.8 1.8%  1.9% 67%
Average Average 9.5 22.7 16.6 14.0 3% 3M1% 234%

Source: Company data, CMBIGM estimates
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Risks

Intensified competition for real estate fund management

On 20 Feb, CSRC announced the new pilot scheme to boost private money to set up real
estate fund for relevant investment. Below are the details.

- Who can participate: domestic investors in the scheme, predominantly institutional
(non-developers), should offer no less than RMB10mn each to participate in the
fund raising. Foreign investors through Qualified Foreign Limited Partnership (QFLP)
can also participate.

- Scope of the real estate types: existing residential projects, social housing,
commercial building and infrastructure.

- Purpose: we think the program itself is to encourage and attract private investment
to help local government on home delivery, social housing target and infrastructure.
If the return is attractive, this may accelerate the progress of non-performing assets
in real estate and also reduce the burden for local government on social housing
and infrastructure.

- Our read: we think this is mildly positive for the property sector as 1) on the plus
side, it is officially encouraging more private funds to help property sector so it may
boost the progress especially when sales are recovering now. 2) The channel has
also been opened for foreign investors. 3) The scope is limited for now but there
may leave some space for money inflow into new residential projects or M&A deals.

This may gradually create competitions with Shoucheng and others in a previously SOE-
dominate real estate fund management business. In particular, Shoucheng may see more

competitors in the project sourcing stage that could impact its fund size growth in the long
run.

Rising costs of parking space acquisition

As EV charging business makes parking space more attractive now, we expect the
acquisition costs to go up amid a supply shortage and demand recovery. For example,
LimeTree just completed an acquisition of 6,000 parking space at Nanjing South station in
January 2023. This may increase the costs for Shoucheng to bid for parking spaces in
order to complete its 45% growth CAGR.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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Company Overview

Shoucheng Holdings (known as Shougang Concord International before 2020) is one of
the listed companies under Shougang Group and has been engaged in car parking asset
management business and infrastructure & real estate fund management business since
2017. The company was listed on the main board of the HKEx in 1991 and was acquired
by Shougang Group and CK Hutchison (0001.HK) in 1992. The main businesses were steel
manufacturing and mineral exploration back then. The company started business
transformation by acquiring parking asset operation (Shouzhong Investment, renamed to
E-Parking later) and private equity management business (Jingji Asset) after divesting old
business and relevant assets during 2016-2017. To optimize the asset structure and
concentrate on main business, it further divested non-core business by selling entire equity
interest (35.7%) in Shougang Century (103. HK) in 2018 and divesting partial equity interest
(11.9% out of 27.6%) in Shougang Fushan Resources in 2021. The Company has officially
changed its name to Shoucheng Holdings Limited in 2020 to reflect the strategy to focus
on the parking business and infrastructure and real estate fund management business.

Figure 19: Business Structure

Az a3t 31 December 2021
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Shoucheng Holdings Limited

HEERERLE
(697.HK)

100% 100% 100% 100%

E Park Investment
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as Jingji Tiancheng ARAE)
{Beijing) Fund
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EEFERREE)
(MR sENER
() EEEE
HRZE)

Source: Company data, CMBIGM

To bear the policy benefit, the company made its effort to build the synergy between
infrastructure & real estate fund management and parking sector. The publicly-offered
infrastructure REITs provide development channels and exit paths for parking asset. The
business model forms a closed-loop from asset acquisition to asset operation and upgrade
to asset securitization. The multi-level linkage and synergy of core business is the core
competitiveness of the company.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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Figure 20: Synergy between core business
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During the transformation process in 2018-2019, the Company has successively
introduced CIMC Group, NWS Holdings, ORIX Group, HOPU Investments and
MatrixPartners China etc to be the strategic shareholders. According to the announcement
in Nov 2022, BSCOMC completed the purchase of 10% of total share of the company from
Shougang Group and the major shareholders became Shougang Group, ORIX Corporation,
NWS Holdings, BSCOMC and HOPU Investments who owe 24.97%, 14.33%, 11.47%,
10.00% and 6.96% of total shares respectively.

Figure 21: Shareholding structure
Shougang ORIX NWS HOPU

Group Corporation Holdings EfﬂC;l:ﬂfC Investments
24 97% 14.34% 11.47% e 6.96%

T~ N\ /

Shoucheng Holdings

100%

Source: Company data, CMBIGM
Parking Assets Management

The segment revenue accounted for 51% of total revenue in 2021 and has been growing
at CAGR of 115% from HK$ 62mn in 2018 to HK$ 613mn in 2021. The parking business
has been expanding rapidly in past five years with the number of contracted parking spaces
exceeded 200k and average remaining contact term reached 15 years by the end of 2021.
Meanwhile, management efficiency is continuously improving with the number of parking
spaces managed per capita increased to 72 by the end of 2021 from 50 in the past. The
Company is mainly operating its parking projects in transportation hubs (airports, railway
stations), municipal infrastructure (hospitals, roadside), commercial properties and industry

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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parks through four business modes including franchising, long-term leasing, property
holding and entrusted management. The business landscape spreads in 12 cities of 4
districts covering Bohai Rim Region, Chengdu-Chongging Economic Zone, Yangtze Rever
Delta Region and the Greater Bay Area.

Figure 22: Parking projects type and operating modes
Parking projects type
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hub infrastructure industrial property
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Source: Company data, CMBIGM

Figure 23: Geographic distribution of parking business
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Figure 24: Revenue of parking business Figure 25: Revenue of fund management business
(HK$ mn) as 51% of total revenue in 2021 (HK$ mn) as 47% of total revenue in 2021
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Infrastructure real estate fund management

Revenue from funds management segment contributed about 47% of total revenue in 2021
and has been growing at CAGR of 75% from HK$ 103mn in 2018 to HK$ 558mn in 2021.
The Company has established 25 funds with total management scale growing steadily to
RMB 50bn (paid-in amount RMB 20bn), the area of invested projects has reached 600k
sq.m and the reserve area is about 10mn sg.m. The typical projects are mainly located in
Beijing Shougang Industrial Park.

The Company has given much efforts on the REITs sector and deeply involved in REITs
issuance by helping Shougang Green Energy (180801.SZ) successfully list as one of the
first batch of C-REITs. By cooperating with China Life, the Company launched a RMB10
bn scale of pre-REITs fund for green and environmental protection with an initial phase of
RMB 4.5bn. Together with another well-known insurance institution, the Company initiated
a REITs development fund of RMB 30bn to invest in affordable rental housing, industry
park, parking lots and warehousing etc. The Company is forming a closed-loop model in
the entire REITs chain based on its strong fund-raising ability, precision industry investment
ability, lean operation and management ability, as well as mature and comprehensive exit
capability.

s

Yinan Retirement project New Shougang Southeast project

Source: Company data, CMBIGM
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Financial Analysis
Revenue to grow at 41% CAGR in 2021-24E

Thanks to robust growth in both managed-parking spaces and fund management scale,
total revenue is set to grow at 41% CAGR from HK$1,195mn in 2021 to HK$3,577mn in
2024E. We expect revenue of two major segments — Parking business and Fund
management business to grow at CAGR of 59% and 23% in 2021-24E and reach
HK$2,506mn and HK$ 1,047mn in 2024E.

Figure 27: Revenue to grow at 41% CAGR in 21-24E Figure 28: Revenue mix
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Gross profit margin to decline on mix change

Gross profit was HK$174mn and HK$547mn in 2020 and 2021 and the corresponding
gross margin was 24.7% and 45.8%, respectively. Going forward, we expect GPM to peak
at 49.8% in 2022E and contracted to 44-42% in 2023E/24E due to mix change towards
low-margin parking business.

Figure 29: Gross profit Figure 30: Gross profit margin
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Source: Company data, CMBIGM estimates Source: Company data, CMBIGM estimates
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SG&A expenses

Selling, General and Administrative (SG&A) expenses increased from HK$ 251mn in 2020
to HK$ 343mn in 2021. The rise in SG&A expenses was in line with the expansion of the
Company’s business scale. SG&A expenses to revenue ratio was at 28.7% at the end of
2021. We expect SG&A expenses/revenue to go lower on the scale of economy to 9-11%
in 2022-24E.

Estimated core net profit attributable to shareholders to grow at 23%
CAGR in 2021-24E

Net profit attributable to owners turned to a loss of HK$ 1,095mn in 2021 from profit of HK$
659mn in 2020, mainly due to the provision for impairment in Shougang Resource. The
core net profit excluding one-off impact was HK$ 116mn in 2021 respectively. The
corresponding core net profit margin (attributed to shareholders) was 9.7%, respectively.
Going forward, we expect core net profit to increase by 15% CAGR in 2022-24E to
HK$1,222mn in 2024E with net margin to peak in 2022E and gradually contracted to 30-
40% level.

Figure 31: Core net profit attributable to shareholders
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Valuation

Figure 32: Valuation comps

Ticker CMBI rating Last price Mkt Cap Dividend Yield Payout
(LC) (HK$ mn)

Shoucheng Holdings 657 HK BUY 22 17 12,799 12799 n.a. 137 116 96 57% 58% n.a.
Real Estate Fund Mangaement
ESR Group 1821 HK NR NA 133 58,895 58,885 158 127 11.8 9.5 0.0% 16% 0%
Capital Land Investment CLISP NR MA&, 3.6 108,558 18643 o7 221 17.0 15.0 3.3% 3.3% 32%
Brookfield Asset Management BAN US NR NA 338 109,365 13833 na na. 243 2085 n.a. n.a. n.a.
Carlyle Group CGUS NR MA&, 34.4 95,405 12,536 4.0 9.0 9.3 7.7 2.9% 3.8% 12%
Parking Business
PARKZ4 Co. Lid 4586 JP NR MA&, 1977.0 19,408 338,163 npa. 12009 244 18.89 0.0% 0.0% 0%
Nippon Parking 2353 JP NR NA 268.0 5379 893,718 373 280 20.1 17.8 1.8% 19% 67%
Average Average 9.5 227 16.6 14.0 3.2% 3% 234%

Source: Company data, CMBIGM estimates
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Financial Summary

Income statement

Cash flow summary

YE Dec 31 (HK$ mn) FY20A FY21A FY22E FY23E FY24E YE 31 Dec (HK$ mn) FY20A FY21A FY22E FY23E FY24E
Revenue 706 1,195 1,774 2,725 3,577  Profit before tax 672 (989) 1,247 1,438 1,657
Parking 481 613 911 1,789 2,506 D&A 174 229 194 180 167
Fund management 213 558 839 913 1,047  Change in working capital (46) (1,042) (623) (152) (143)
Others 12 23 24 24 25 Income tax paid (29) (53) (312) (359) (414)
Cost of sales (531) (648) (890)  (1,528) (2,081) Interest/ dividend paid (16)  (222) (88) (87) (89)
Gross profit 174 547 883 1,197 1,495  Share of profits from asso. and Vs~ (687) (131) (106) (300) (393)
Other income 138 365 541 273 179 Others 4) 1,425 3,612 - -
Selling and marketing - - - - - Cash flow from operating 63 (783) 3,924 719 784
Administrative (251) (343) (195) (245) (322) CAPEX (98) 2) 2) 2) )
Other expenses - - - - - Interest / dividend income 331 375 88 87 89
Operating profit 62 569 1,229 1,225 1,352  Others (528)  (481) (44) (1,042) (1,039)
Share from JCE 687 131 106 300 393 Cash flow from investing (295)  (108) 42 (957) (952)
Finance cost (77) (74) (88) (87) (89)  Equity raised 477 419 - - -
Pre-tax profit 672 (989) 1,247 1,438 1,657 Change of debts (19) 233 (89) 3 (38)
Dividends paid (800) (712) (700) (736) (849)
Income tax (37 (124) (312) (359) (414)  Others 1,229  (244) - (0) 0
Deferred income tax 16 (38) - - - Cash flow from financing 887 - - - -
Withholding tax 0 -15 0 0 0
Profit from discontinued - - - - - Net change in cash 655 (1,195) 3,176  (970) (1,054)
Profit for the year 635 (1,114) 935 1,078 1,242 Cash atthe beginning of the year 3,057 3,739 2,573 5,750 4,779
Non-controlling interest (23) (18) 15 18 20 FX differences 26 30 - - -
Core net profit 659 116 920 1,061 1,222 Cash at the end of theyear 3,739 2,573 5750 4,779 3,724
Balance sheet Key ratios
YE 31 Dec (HK$ mn) FY20A FY21A FY22E FY23E FY24E YE 31 Dec FY20A FY21A FY22E FY23E FY24E
Non-current assets 9,311 5,275 5,526 6,995 8,527  sales mix (%)
Property, plant and equipment. 40 36 31 28 25 Parking 68.1 513 514 656 701
Investment properties 159 257 257 1,257 2,257 Fund management 30.1 46.7 47.3 33.5 29.3
Contract assets 88 124 124 124 124 Others 1.7 1.9 1.3 0.9 0.7
Right-of-use assets 1,753 2,205 2,078 1,960 1,848 Total 100.0 100.0 100.0 100.0 100.0
JV and associates 5,926 1,028 1,135 1,434 1,828
Prepayment 297 133 425 730 994 Growth (%)
Others 2,890 3,822 3,678 3,546 3,423 Revenue 78.2 69.3 48.4 53.7 31.2
Current assets 4,814 8,106 8,211 7,744 7,139
Cash and cash equivalents 3,739 2,573 5,750 4,779 3,724
Trade and other receivable 524 398 938 1,442 1,892 Net profit 48.7 (82.4) 6929 15.3 15.2
Short term investment 515 1,523 1,523 1,523 1,523
Others 37 3,612 - - © Profit & loss ratios (%)
Total Asset 14,126 13,382 13,738 14,739 15,667 Gross margin 24.7 45.8 49.8 43.9 41.8
Operating margin 8.8 476 693 449 378
Current liabilities 700 1,008 1,202 1,935 2,542 Net margin 93.3 9.7 51.9 38.9 34.2
Trade and other payables 421 629 780 1,338 1,823 Effective tax rate 5.4 -126 250 250 250
Contract liabilities 89 24 35 54 71
Leasing liabilities 123 7 62 49 40 Balance sheet ratios
Others 190 355 387 543 648  Cash/total assets (%) 26.5 19.2 156 147 135
Non-current liabilities 1,506 2,146 2,072 1,998 1,925 cyrrent ratio (x) 6.88 8.04 6.83 4.52 3.60
Borrowings 477 574 651 713 763 Receivable tumnover days 2711 1216 1931 193.1 193.1
Lease liabilities-non curren 1,012 1,512 1,361 1,225 1,103 payable turnover days 289 35 320 320 320
Deferred tax liabilities 18 60 60 60 60
Others 1,488 2,086 2,012 1,938 1,865 Returns (%)
Total liabilities 2,206 3,154 3,274 3,933 4,467 ROE 5.6 1.1 8.9 9.9 111
Share capital 12,128 12,547 12,547 12,547 12,547
Reserves (355) (2,406) (2,186) (1,861) (1.488) per share
Non-controlling interests 147 88 103 121 141  core EPS (HK$) 0.10 0.02 0.13 0.15 0.17
Total Equity 11,919 10,228 10,464 10,806 11,200 pps (HK$) 0.12 0.10 0.10 0.12 0.13
BVPS (HK$) 1.72 141 142 147 152
Source: Company data, CMBIGM estimates
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