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1Q2019 Results Positively Surprised, Maintain “Buy”
2019F 1OV ST, 4Ry “ KN

° China Railway Construction’s (01186 HK) 1Q2019 revenue increased by
19.3% YoY to RMB157.1 billion. Shareholders’ net profit increased
13.6% YoY to RMB3.9 billion. Results slightly exceeded expectation.
Overall gross margin was up 0.1 ppts YoY to 10.0%. In 1Q2019, the PP EAN
Company signed RMB297.4 billion in new contracts, up 6.3% YoY.

Rating: Buy
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e  We expect construction revenue to increase at a CAGR of 9.0% in 6-18m TP Hisfi: HK$13.50
2018-2021 and expect overall gross margin to increase marginally from
9.7% in 2019 to 9.9% in 2021. In addition, we expect the Company’s net
gearing to decline from 17.5% as at end of 2018 to 6.1% as at end of 2021
due to improving operating cash inflow.

Share price HK$9.040

Stock performance
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° Our EPS estimates for 2019/ 2020/ 2021 are RMB1.503, RMB1.730 and

RMB1.901, respectively. We think the current valuation is low compared with
400 T 9%of return

its growing prospects. We maintain the TP at HK$13.50, representing 7.9x/
6.8x/ 6.2x 2019/ 2020/ 2021 PER and 3.5x 2019 EV/EBITDA. Maintain 00t
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Year End Turnover Net Profit EPS ERS PER BPS PBR DPS Yield ROE
ML [YON ARG R B B R A2 E) xR [ipEIE S (5341858 BEE B
< 12/31 (RMB m) (RMB m) (RMB) (A%) (X) (RMB) (X) (RMB) (%) (%)
i 2017A 680.981 16.057 1.182 14.6 9.5 11.003 1.0 0.180 1.6 11.4
‘0—°| 2018A 730,123 17,935 1.321 11.8 9.0 12.511 0.9 0.210 1.8 11.2
\S, 2019F 817,915 20,409 1.503 13.8 7.9 14.014 0.8 0.225 19 11.3
g 2020F 889,420 23,487 1.730 15.1 6.9 15.518 0.8 0.259 2.2 11.7
EF‘ ‘{'_, 2021F 957,182 25,808 1.901 9.9 6.2 17.159 0.7 0.285 2.4 11.6
i g Shares in issue (m) &% (m) 13,579.5 Major shareholder K%< CRCG 55.7%
& g Market cap. (HK$ m) TifE (HK$ m) 183,323.3 Free float (%) H HiJiid Lk % (%) 44.3
B O 3 month average vol. 3 /> AV 42 i $1(‘000) 17,246.1 FY19 Net gearing (%) FY19 i ffi/lk % 4 (%) 14.9
% 52 Weeks high/low (HK$) 52 & =/ (HKS$) 11.940/7.530 FY19 Est. NAV (HK$) FY19 &AM GEIT) 19.3
% Source: the Company, Guotai Junan International.
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th EgkE (01186 HK)2019 4F 1 ZREB RS FIF L 13.6%ZE 39 Zm(ANRT, TH). WEIBHE. 2019 4 1 FEWRAR
bt Tt 19.3%% 1,571 1276, EAREFIF LY 13.6%% 39 1470, WS HY, TE 2\ TIHERRT I, MK
T, BAEERERL BT 0.1 AN 2 A 10.0%, 856 2 R 4ERFE 0.7%, /T B HZF M BT 0.3 NE 4 M ZE 4.5%,
A4 RAER L LA 0.1 AN E A 0.8%, FERZMTRLESRAMINCHUREIN. 2019 45 1 =, ARFEEFEKA 2,974
{275, K 6.3%, Fd 2,516 1270k A @#FAEIS, K 6.3%.
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New Contracts Growth (LHS)
Stock Price (RHS)

Revenue Growth (LHS)
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SER PR BEE N 12.3%, =T 1-3 A 11%M3E5E. RIE “EkE+ =17 Bk, F| 2020 FEgMIEE BREMIEE 15 TA R
PL L, 1% 2018 4EJRACH 131,000 A B FESLHHAR, 2019 A1 2020 FEAFFEHTH TS EARRIA 9,000 £ A H, 1 2018
AN 4,683 A (A EEEECA 4,100 A8 o B “+ =17 YR E ARSI, WATHH Aok ZFE49as g ik
FERDEK 5%, IhHh, R m A B S 5 R I 1-3 A1 10.5% N FEZ 1-4 A1 7.0%, G4 & T4 [ b 52 5%
PR . BATXS 2019 FASEAH R TAR AU NIG KFE R A&, THiT 2019 F @SN KIGIEZ 10%, 1M 2018 13
JENA 8.7%. 2020 FEF1 2021 F43 AR R R 9%A1 8%. LATE, ATIMIT 2018-2021 FHIEFWN K LL 9.0% M E &
K RIEK.

Pt BB RIS 2019 £E1f] 9.7 %I INZE 2021 4R 9.9%. 2018 4E, BAAERMHKFELL LTF 0.6 NE A E 9.8%, E
BT IR BRI R A LLIEK 0.4 NE D R E 7.3%, TSI EPBRIRFE LK 5.7 ME 2 M E 24.6%. HTE
) 2R A% v P 300 T AT R I A TRk B @ O S STRER T, T B T3 B AR TR R TR A PR AR e, AR T L4
13 B s M= FE R 55 BRI AT RE 2 N R AT S, FRATHHH AR BRI 2 N 2019 41 9.7% S s N4 2021 4
9.9%.
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HANRT

HE12H31H 2018 2017 =4
FMERR

- Rt 61,781 29,499 +109.4%
- B Al &R 4 RAS 525 1,000 9,987 (90.0%)
- SIS S & et 17,834 18,404 (3.1%)
N 80,615 57,890 +39.3%
KHIBER

- KB 69,840 58,827 +18.7%
- AR 37,458 45,665 (18.0%)
it 107,298 104,492 +2.7%
B 187,913 162,382 +15.7%

BN LA

BANSREE 13.50 HIo i BARfr, B <EN"VES . FAIK 2018/2019/2020 4E ({45 I 2 AT 73 %9 AR 1.503 J6. 1.730
J6M 1.901 Jt. fEHFER GG RMGEFFAHEE T, AT EBUF A 4k SL 080 8 5= 18, Rl S, DAORER
ZGr R I, T A FE A 5 B ] 5 P R Ko 4k s A [ e e I . BB KRS ISR R S Y, A ]
A K A 52 B [ AT 6 SRR W1 E 2018-2021 4E FYONFIRIE S SE L) 10% I E K STk, HaT8i i A i il
HFFRITE S J7. TRATGEFI 13.50 #TH) HiRMr, S5 7.9/ 6.8 /6.2 1% 2019/ 2020/ 2021 £ B4 3.5 f%1# 2019 4
EV/EBITDA fH. 4EFF“EN"TEY.

*® 2. FENkEE
M&EZE (M) T3 (W 4F) ROE(%) DIY(%)
AT

A5 /im gy wiE (D 18A 19F 20F 21F 18A 19F  20F  2MF 19F 19F
hEEE-H K 01186HK  HKD 9.040 141,428 6.1 55 5.0 45 07 06 05 05 1.4 29
FRERER-H 00390HK  HKD 5.660 160,138 6.3 6.0 54 49 07 06 05 05 1.2 28
HREAST R -H B 01800HK  HKD 7.000 177,050 48 46 43 38 05 05 04 04 104 42
o [ 4 T e 03311HK  HKD 7.440 37,212 8.3 6.5 55 5.0 1.0 08 0.8 0.7 14.0 47
FPEES-H 03969 HK  HKD 5.080 44,389 11.0 9.4 8.0 73 14 1.2 1.1 1.0 14.0 3.8
PE AR B-H 03996 HK  HKD 0.900 27,056 5.1 46 44 4.1 05 04 04 0.4 10.0 43
FPEHE-H 01618 HK  HKD 1.950 66,393 6.3 49 43 4.2 05 04 04 03 97 48
N REE-H i 02386 HK  HKD 6.870 30,420 15.3 9.0 83 79 1.0 1.0 09 0.9 108. 52
U TRE-H B 01829HK  HKD 3.450 14,192 56 56 5.1 45 0.8 07 06 06 134 75
i -T2 6.7 59 52 48 08 0.7 06 05 1.8 44
AT 6.2 56 5.1 46 07 06 05 05 1.2 37

FEHANE: Bloomberg., [HEE L.
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MER BFERAER
Year end 31 Dec (RMB m) 2017A 2018A 2019F 2020F 2021F Year end 31 Dec (RMB m) 2017A 2018A 2019F 2020F 2021F
Total Revenue 680,981 730,123 817,915 889,420 957,182 Fixed Assets 45,982 50,301 54,834 59,840 65,661
Cost of Sales (618,059)  (658,711)  (738,902)  (802618)  (862.860) Intangible Assets 40,156 50,667 60,250 68,845 76,875
Gross Profit 62,922 71412 79,013 86,802 94,322 Long-Term Receivables 40,662 54,442 57,164 60,022 63,023
Long-Term Investments 26,252 38,127 42,024 45297 48,442
Other Income and Gains (8,547) (7,314) (7,084) (7,128) (8,064) Other Non-current Assets 15,938 73,857 74,230 74,621 75,030
Selling and Distribution Expenses (4,531) (4,431) (5,153) (5,603) (6,030) Total Non-current Assets 168,989 267,393 288,502 308,624 329,032
Administrative Expenses (26,058) (28,807) (32,308) (35,132) (37,809)
Operating Profit 23,786 30,859 34,468 38,938 42,419 Inventories 136,349 159,891 176,638 186,885 190,069
Trade and Bills Receivables 153,529 109,163 122,289 132,979 143,111
Finance Costs (2.876) (5.538) (6,110) (6.210) (6.316) Contract Assets 0 123,938 138,841 150,979 162,481
Share of Profits of JVs / Associates 346 (217) 346 306 195 Cash & Cash Equivalents 131,306 132,739 137,697 147,034 161,072
Profit Before Tax 21,256 25,105 28,704 33,034 36,299 Other Current Assets 231,714 124,546 136,044 147,791 160,362
Income Tax (4,337) (5,267) (6,028) (6,937) (7,623) Total Current Assets 652,898 650,277 711,508 765,668 817,095
Profit After Tax 16,919 19,838 22,676 26,097 28,676 Total Assets 821,887 917,671 1,000,010 1,074,292 1,146,127
Non-controlling Interest (862) (1,903) (2,268) (2,610) (2,868) Trade and Bills Payables 323,492 334,707 369,451 401,309 431,430
Shareholders' Profit / Loss 16,057 17,935 20,409 23,487 25,808 Contract Liabilities 0 89,277 100,145 108,781 116,945
Other Payables 49,798 55,429 67,548 68,526 75,053
Basic EPS 1.182 1.321 1.503 1.730 1.901 Short-Term Borrowings 29,499 61,781 64,623 67,607 70,740
DPS 0.180 0.210 0.225 0.259 0.285 Other Current Liabilities 140,867 56,148 54,580 61,008 59,340
Total Current Liabilities 543,655 597,342 656,348 707,231 753,508
ﬂﬁﬁﬁ% Long-term Borrowings 94,505 107,299 107,299 107,299 107,299
Other Non-current Liabilities 5,079 5,695 6,353 6,716 7121
Year end 31 Dec (RMB m) 2017A 2018A 2019A 2020A 2021A Total Non-current Liabilities 99,584 112,993 113,652 114,015 114,420
Profit After Tax 16,919 19,838 22676 26,097 28,676 Total Liabilities 643,239 710,336 769,999 821,246 867,927
Depreciation and Amortization 12,420 13,820 14,857 16,251 17,803
Change in Working Capitals (13,005) (39,238) 8,723 12,803 16,447 Share Capital 13,580 13,580 13,580 13,580 13,580
Other Operating Activities 9,070 11,027 2,962 (3,170) 980 Reserves 122,432 135917 156,326 176,752 199,038
Cash from Operating Activities 25,404 5448 49219 51,981 63,905 Other Equity Instruments 13,400 20,393 20,393 20,393 20,393
Total Shareholders' Equity 149,412 169,890 190,298 210,724 233,010
Capital Expenditure (30231)  (32339)  (29209)  (30430)  (37.572) Minority Interest 29,237 37,445 39,713 42322 45,190
Other Investing Activities (6457)  (16905)  (19261)  (17138)  (16442) Total Equity 178649 207335 230,011 253,047 278,200
Cash from Investing Activities (36,688) (49,244) (48,471) (47,568) (54,014) Total Equity and Liabilities 821,887 917,671 1,000,010 1,074,292 1,146,127
Capital Contributions 16,820 14,946 14,295 15,353 14,865 BVPS 11.003 12511 14.014 15.518 17.159
Net Borrowings 19,820 38,373 2,842 2,984 3,133
Dividends (11,771) (12,650) (12,101) (12.474) (13,105)
Other Financing Activities (1,093) 3244 (1,177) (1,242) (1,292) M%%$
Cash from Financing Activities 23,775 43912 3,859 4622 3,601 2017A 2018A 2019F 2020F 2021F
Gross Margin (%) 9.2 98 97 98 9.9
Cash at Beg of Year 117,534 129,393 130,088 134,780 143,826 Operating Margin (%) 35 42 42 44 44
Net Changes in Cash 12,492 116 4,607 9,035 13,492 Net Margin (%) 24 25 25 26 2.7
Forex Changes (633) 579 85 11 225 ROA (%) 20 20 20 22 23
Add: Non-pledged Time Deposits over 3M 1,914 2,651 2917 3,208 3,529 ROE (%) 14 12 "3 n7 16
Cash at End of Year 131,306 132,739 137,697 147,034 161,072 Net Gearing Ratio (%) Cash 175 14.9 11.0 6.1
Interest Coverage (x) 39 36 37 41 44
BRI LA [HIEE L
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