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Chinlink – Twin-Turbo boosting performance  

Chinlink is strengthening its presence in Xi’an, eyeing the 

opportunities provided for this entrance city by the “one belt, one 
road” initiative. Besides a construction material mall, it also operates 

an integrated logistic park in Hanzhong, Shaanxi, and recently added 

an office building in Xi’an to the portfolio. Furthermore, it is going to 
expand the financial services platform on top of its existing finance 

guarantee and supply chain finance services through establishing JVs 

with local government agencies and service providers from Hong 
Kong. 

 

A new logisitics center in Hanzhong and an office building in Xi’an –  

Having successfully run a construction material and furniture mall in Xi’an, 

Chinlink is on course to open up an integrated logistic park, Chinlink 

Worldport (普匯中金• 世界港), in Hanzhong city in 3Q2017. Its previous 
success in Daminggong Construction Materials and Furniture Shopping 

Center Eastern City Branch (大明宮建材家居城東城店) is bringing in an 

estimated rental income of RMB78mn annually. Besides, Chinlink had 

acquired an office building complex under construction in early 2017. The 

premises are located in Weiyang district (未央區) with 25-floors of office 

space and a 2-floor basement parking lot. It is expected to commence 
operations in late 2017 with total GFA of around 55k sqm, and an estimated 

rental income of RMB50-55 per sqm/mth.  

Financial Services to Further Complement the Business –  The 
company is partnering with Shaanxi Tourism Group (陝西國旅) for a 63:37 

JV to grow its finance leasing business in the area of helicopter tourism, 

where helicopters are to be leased with contract value of not less than 
RMB200mn. In its existing guarantee business, Chinlink introduced the 

Hantai District Bureau of Finance of Hanzhong Municipality (漢中市漢台區

財政局 ) to inject RMB100mn into the finance guarantee business in 
exchange for 33% shareholding. Moreover, finance guarantee and supply 

chain finance services will be extended to the tenants in both shopping 

centers in Xi’an and Hanzhong. The company will hold the tenants’ goods 
as collateral in case of delinquency. Chinlink is also looking into the 

factoring business, and is now applying for a license. Furthermore, the 

company has entered into partnership with MCM in Hong Kong in an 
attempt to build up its comprehensive financial services platform. 

HK$278mn due in Mid-2017 – The company’s development was largely 

financed through debts and borrowings. As at March 31, 2017, the 

company had a net debt position of about HK$1.3bn or a net gearing ratio 

of 110%. Moreover, the company has one CB and two coupon bonds 

totaling HK$278mn due between June and August this year. 

 

Share Information 
Stock Code  997 HK 
Quam’s Rating Not Rated 
Last Closing (HK$) HK$1.53 
52-week range (HK$)    0.50 – 3.87 
3-mth ADT (HK$’mn) 15.05 
Market Cap. (HK$’mn) 1,005.0 
Shares outstanding (‘mn)   670.0 
Free float  46.3% 
SH-HK Stock Connect No 
SZ-HK Stock Connect No 

 

Substantial Shareholders 
Li Weibin 53.70% 
  
  
  
  

 

Share Price Performance 

Source: Bloomberg 
 

 

Key Financials – FY DEC 

HKD’mn FY15 FY16 FY17 
Revenue 252  201  519  
EBITDA (11) (29) na 
Net profit (80) 158  1  
    
EPS (HKD) (0.403) 0.669  0.004  

Growth 25% na -99% 
DPS (HKD) 0.000  0.000  na 
BVPS (HKD) 1.105  2.763  na 
    
PER (x) na 10.1  359.5  
PBR (x) 4.5  2.4  na 
EV/EBITDA (x) na na na 
Dividend Yield (%) 0.0  0.0  na 

Source: Bloomberg 
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Company Overview 
 
Chinlink is principally engaged in property investment, financing guarantee and international 
trading, rendering a total revenue of HK$519mn with net profit of HK$1mn in FY3/17. Its 
property investment revenue is mainly generated by Daminggong Construction Materials and 
Furniture Shopping Center Eastern City branch (大明宮建材家居城東城店), and this segment is 
expected to be enhanced by the addition of the office building in Xi’an and Chinlink•Worldport 
(普匯中金• 世界港) upon completion. The finance guarantee business mainly serves the SME 
clients hosted by Chinlinks’ investment properties, and the company implemented a 
inventory-as-collateral risk management system to control the operating risks. The international 
trading segment is in substance the supply chain financing business introduced in June 2015. The 
growth of this segment is generated by the demand for procurement financing from electronic 
components customers in Hong Kong and the commencement of financing of oil and grain 
trading activities in Xi’an. 
 
Figure 1: FY17 Revenue Breakdown 
 

 
Source: Company data, Quam Securities 

 
Stable Income from the Property Investment Business  
 
Xi’an, being the ancient empire capital and the starting point of the silk road, has attracted 
spotlights, as the “one belt, one road” initiative emphasized. Property prices have picked up as a 
result, and Chinlink is in an excellent position to benefit. 
 
Chinlink’s Daminggong Construction Materials and Furniture Shopping Center Eastern City, 
located in the eastern part of Xi’an city, has become a trading hub for all kinds of construction 
materials and furniture in the area. The shopping center spans over 190,000 sqm, and first 
commenced operations in 2012. The premises currently host more than 600 tenants with an 
annual rental income of around RMB78mn. Usually, advance rental payments for 1 to 3 years will 
be collected. Being popular with merchants, the occupancy rate has been over 90% for the past 
few years. The site is currently valued at RMB2.14bn. With the upward trends of real estate 
prices, the market value of the property is expected to lift further. The company’s ambition does 
not stop here. With a substantial land bank surrounding the premises, the company is looking to 
construct a new wing totalling around 119,000 sqm, and the construction is expected to 
commence in late 2017 or early 2018. 
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Figure 2: Daminggong Construction Materials and Furniture City 
 

 
 

Source: Company data 

 
To further strengthen its presence in Xi’an, Chinlink has acquired an office building in Weiyang 
District in February 2017. The area also houses the Xi’an municipal government office. The 
25-storey office building with a 2-level basement parking lot is expected to be completed in late 
2017, bringing in total GFA of approxiamtely 55,491 sqm. The building was last valued at 
RMB382mn with expected rental income of RMB50-55/sqm per year. 
 
Riding on its success in running the construction material shopping center in Xi’an, Chinlink has 
eyed  another core city in Shannxi, namely Hanzhong. The phase 1 of Chinlink•Worldport, an 
integrated logisitics park, is expected to commence operations in Q3 2017. A construction 
material wholesale center, a warehousing and distribution center and a Chinese herbal medicine 
trading center will be included in a 330mu area. The premises have huge potential to expand 
with a total area of 3,800mu, and is currently valued at RMB1.22bn. 
 
Financial Services Fueling Future Growth   
 
Leveraging on its expertise in finance leasing, Chinlink has partnered with Shaanxi Tourism Group 
(陝西國旅) for a helicopter city tour business. The Tourism Group is expected to inject 
RMB120mn in June 2017 in exchange for 37% stake in Chinlink’s finance leasing company. This 
segment is expected to hit the ground running in Q3 2017, starting off by covering the helicopters 
used by Shaanxi Tourism Group with contract value of not less than RMB200mn. Later on, the 
financial leasing services will expand into the area of healthcare equipment.  
 
The company also serves its tenants in the shopping center with financing guarantee service for 
bank loans. As its Chinlink Worldport will open up soon in Hanzhong, the company is looking to 
further expand the business to cover the move-in tenants. With registered capitals of USD30mn 
and RMB100mn to be injected by the Hantai District Bureau of Finance of Hanzhong Municipality 
for 33% shareholding, the company aims to drive the business balance up more. Moreover, the 
supply chain finance service is provided to the tenants as well, holding the tenants’ goods as 
collateral. To further complement is financial serivce, Chinlink is applying for the factoring license, 
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and has entered into a partnership with MCM Hong Kong, a veteran boutique investment bank 
with Type 1, 2 and 4 licenses, which in turn are expected to further brush up company’s growth 
prospect. 
 
Bonds due in 2017 totaling around HK$278mn 
 
Largely funded by debt, the company was at a net debt position of HK$1.3bn as of March 31, 
2017, equivalent to a net gearing ratio of 110%. There are one CB and two coupon bonds due in 
mid-2017 amounted to HK$278mn. The CB due in June 2017 with a strike price of HK$6.41 could 
be converted up to 0.7% of the enlarged issue capital while the CB due in February 2019 with a 
strike price of HK$0.565 could be converted up to approximately 49.4% of the enlarged issue 
capital. The bonds repayment schedule is set out as below. 
 
Figure 3: Bonds Repayment Schedule 
 

 
 

Source: Company data, Quam Securities 
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Valuation 
 
Chinlink’s future business will mainly be made up of property investments and financing business. 
Hence, we have come up with a list of property investment companies and money lenders for 
comparison purposes. Chinlink’s PBR is currently at the lower end of both money lenders and 
property investment company, thanks to the strong investment property backed balance sheet. 
 
Figure 4: Peers comparison 

    

Last Price Market Cap 

P/E   

Div Yield 

Trailing 12 mth 

EV / EBITDA GPM Net Margin EPS Growth 

      

    Hist Current Next P/B T/O Net Profit ROE ROA   

Company Name Ticker (HK$) (HK$'bn) (x) (x) (x) (x) (%) ('mn) ('mn) (x) (%) (%) (%) (%) (%) Currency 

CHINLINK INTL 997 HK 1.53 1.01  349.3 N/A N/A 0.58 0.0  519 1 N/A 25.5 0.3  -99.4  -22.6 -0.2 HKD 

                  
  

              

Money Lenders                
  

              

HANHUA FIN-H 3903 HK 0.69 3.17  11.3  N/A N/A 0.41 6.6  1,907 242 8.0  N/A 12.7  (28.6) 3.5  3.6  CNY 

DIFFER GROUP HOL 6878 HK 0.67 2.84  18.3  13.6  11.7 2.41 0.0  202 136 15.5  N/A 46.0  25.0  12.0 12.2 CNY 

CHINA FINANCIAL 605 HK 0.73 2.80  8.5  N/A N/A 0.94 3.2  718 330 6.2  N/A 45.9  (9.0) 11.1 10.6 HKD 

ZUOLI M-FIN-H 6866 HK 0.94 1.11  6.8  N/A N/A 0.71 0.0  267 146 7.2  N/A 54.8  0.0  10.6 11.3 CNY 

                  
  

              

     Simple average 11.2 13.6 11.7 1.11 2.5 
  

  N/A 39.9 (3.1)       

Property Investments                 
  

              

RED STAR MACAL-H 1528 HK 7.91 28.45  6.1  7.6  7.8  0.57 6.1  9,282 4,036 10.5  71.4 43.5  (9.0) 5.6  4.9  CNY 

JIYI HOUSEHOLD I 1495 HK 1.03 0.42  21.2  N/A N/A 1.17 0.0  383 18 3.2  26.6 4.6  (63.6) 20.1 18.1 CNY 

ZALL GROUP LTD 2098 HK 4.75 52.63  21.7  N/A N/A 3.67 0.0  1,213 2,049 25.6  29.8 168.9  (1.0) 1.7  9.2  CNY 

CHINA SOUTH 1668 HK 1.45 11.69  3.2  7.6  6.9  0.45 3.4  6,876 3,638 6.5  48.2 57.6  (9.3) 5.0  6.7  HKD 

                                    

      Simple average 13.0 7.6 7.4 1.47 2.4       44.0 68.6 (20.7)       

 

Source: Bloomberg, Quam Securities 
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Risk factors 
 
 Ability to repay the exisiting debts 

 
 Real estate market bubble 

 
 Uncertainty of the execution of the future project in Hanzhong 
 
 
Shareholding Structure 
 
Figure 5: Shareholding Structure 
 

 
Source: Company data, Quam Securities 
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Appendix: Financial Statements & Ratios 
 
Income Statement (HKD mn) 2015 2016 2017 
Revenue 252 201 519 
Cost of goods sold (197) (150) na 
Gross profit 56 51 na 
    
Other income and gains, net na 9 na 
Selling and distribution expenses (6) (8) na 
Administration expenses (53) (73) na 
Other operating expenses (264) (13) (519) 
Operating profit (14) (34) na 
     
Finance costs (81) (119) na 
Other gains/ (expenses) 19 320 na 
Profit before tax (76) 167 53 
Income tax expense (4) (8) (28) 
Profit after tax (80) 159 25 
Attributable profit to shareholders (80) 158 1 
Minority interest 0 1 23 
 
 
Key Ratios 2015 2016 2017 
Debt to equity (%) 219.3 128.4 na 
Net debt to equity (%) 189.9 124.0 na 
SG&A to revenue (%) 23.1 40.5 na 
Current ratio (x) 1.19 0.35 na 
Quick ratio (x) 0.30 0.05 na 
Interest coverage (x) (0.16) (0.28) na 
Days inventory (days) 6 6 na 
Days receivable (days) 61 77 2 
Days payable (days) 83 108 na 
Cash conversion cycle (days) (16) (24) na 
 
Ratio Analysis 2015 2016 2017 
Growth (YoY%)     
Revenue  66.3 (20.2) 157.7 
EBITDA 43.0 (157.4) na 
Net profit  11.2 na (99.2) 
Diluted EPS  25.1 na (99.4) 
Margins (%)    

Gross profit margin 22.1 25.5 na 
EBIT margin (4.4) (14.2) na 
Net profit margin (31.8) 78.3 0.3 
Other ratios (%)    
Return on average assets  (9.9) 7.8 na 
Return on average equity  (48.4) 34.0 na 

Dividend payout ratio na 0.0 na 
 

Balance Sheet (HKD mn) 2015 2016 2017 
Non-current assets    

PPE 269 2,673 na 
Intangible assets 6 4 na 
LT investments & receivables na 0 na 
Others na 75 na 

Total non-current assets 340 2,752 na 
Current assets    

Inventories 2 3 na 
Account receivables 78 7 na 
Others 424 342 na 
Bank balances and cash 67 49 na 
Total current assets 572 401 na 

Total assets 912 3,153 na 
     

Current liabilities    

Account payables 75 14 na 
ST borrowings 305 757 na 
Others 100 361 na 
Total current liabilities 480 1,132 na 

Non-current liabilities    

LT borrowings 196 670 na 
Other non-current liabilities 8 240 na 

Total non-current liabilities 204 910 na 
Total liabilities 684 2,041 na 

     

Shareholders’ equity    

Share capital 319 642 na 
Reserves (90) 56 na 

Total shareholders’ equity 228 698 0 
Minority interest 0 414 na 

Total equity 228 1,112 na 
    

Net Cash / (Debt) (434) (1,379) nz 

 
   

Cash Flow Statement (HKD'mn) 2015 2016 2017 
Operating cash in/(out) flow (54) (158) na 
Investing cash in/(out) flow (196) 114 na 
Financing cash in/(out) flow 158 26 na 
Net change in cash (92) (18) 0 
 
Per Share (HKD) 2015 2016 2017 
EPS (0.403) 0.669 0.004 
Diluted EPS  (0.403) 0.668 0.004 
DPS  0.000 0.000 na 
BVPS  1.105 2.763 na 
 

Source: Bloomberg 
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Disclaimer and Risk Statement 
This document is published by Quam Securities Company Limited ("Quam Securities"), a licensed corporation (CE number AAC577) regulated by the Securities and Futures Commission in Hong Kong. Quam 
Securities is an affiliate of Quam Limited (0952.hk) and its group of companies (collectively "Quam Group"). 
 
This document is not intended for distribution to or use by, any person or entity who is a citizen or resident of any jurisdiction where such distribution or use would be contrary to applicable law or regulation within 
such jurisdiction. In particular but without limitation, neither this document nor any copy hereof may be taken or transmitted into Japan, Canada or the United States or distributed, directly or indirectly, into the 
United States or to any U.S person (within the meaning of Regulation S under the U.S. Securities Act of 1933) or general public located in Mainland China (but not including people in Hong Kong, Macau and 
Taiwan). 
 
This document is circulated to addresses solely and may not be reproduced or redistributed to any other person or published, in whole or in part, for any purpose. 
 
This document does not constitute an offer or a solicitation of an offer to buy or sell any securities. Any recommendation does not have regard to specific investment objectives, financial situation and particular 
needs of any specific addressee. Quam Securities accepts no liability whatsoever for any direct or consequential loss arising from any use of this document.  
 
The opinions and/or recommendations of this document do not take into account the recipients' own investment objectives, investment experience, financial situation and other personal circumstances. The 
recipients of this document shall be solely responsible for making their own independent investigation of the business, financial condition and prospects of companies referred to in this document. 
 
The research is based on information obtained from sources believed to be reliable, but Quam Securities does not make any representation or warranty as to its accuracy, completeness or correctness. 
 
This document is for informational purpose only and should not be treated as a recommendation on any particular securities, financial instrument, investment portfolio or trading strategy. 
 
Opinions and/or recommendations expressed in this document are subject to change without prior notice to all recipients. 
 
The prices of securities may move up or down, and past performance is not an indication of future performance. Investors shall consider seeking separate legal or financial advice before making investment 
decisions. 
 
The following analyst hereby certify that their views about the issuer and its securities discussed in this report are accurately expressed and that they have not received and will not receive direct or indirect 
compensation in exchange for expressing specific recommendations or views in this report:  
 
Kaiwen “Kevin” Sun (CE No. BIH180) and their associates declare that as of the date of the publication of this report, they do not hold any financial interest in the company. 


