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Lianhe Ratings Global Limited (“Lianhe Global”) has assigned a ‘B+’ global
scale Long-term Issuer Credit Rating to Golden Wheel Tiandi Holdings
Company Limited (“Golden Wheel” or “the company”). The Outlook is Stable.

Summary
The Issuer Rating reflects Golden Wheel’s established market position with quality property
development projects with links or close proximity to metro stations, and stable property
investments and metro-leasing business which provide recurring income and healthy margins.
However, Golden Wheel’s rating is constrained by its small operating scale and elevated
financial leverage from land acquisitions when compared with its peers.

The Stable Outlook reflects our expectation that Golden Wheel will expand its operating scale in
a prudent manner especially regarding land acquisitions, while continuing maintaining stable
recurring income stream, healthy margins and deleveraging effort.

Rating Rationale
Small Operating Scale with Regional Focus in Metro-linked Projects: Positioned as a small
regional property developer and operator with a relatively narrow geographical distribution of its
business, Golden Wheel’s residential and commercial property development business is
concentrated in Nanjing, Yangzhou, Wuxi, Changzhou in Jiangsu, Changsha and Zhuzhou in
Hunan, and Hong Kong. Golden Wheel’s operating scale is relatively small as its total land bank
by GFA at end-2018 and contracted sales in 2018 were only 1.68 million square meters and
RMB3.13 billion respectively.

However, Golden Wheel’s core strategy is developing small scale commercial and residential
projects which are of close proximity or can directly connect to metro stations and transportation
hubs. As a result, its projects could usually command a higher average selling price than the
other projects with less convenient location. This unique business model provides Golden
Wheel with a niche positioning among the other property developers who focus primarily on
traditional property developments

Growing Property Investments and Metro-leasing Business: Golden Wheel had completed
investment properties with a total GFA of 209,303 sq.m. at end-June 2019. Approximately 82%
of the completed investment properties were shopping malls while the rest were retail shops.
The company also had 2 shopping malls under development with 78,863 sq.m. at end-June
2019 under its investment properties portfolio. Golden Wheel’s investment properties portfolio
has an average occupancy rate of over 90%, which provides recurring rental income as a
cushion to the volatility of its property development segment. The carrying value of its
investment properties portfolio was at c. RMB6.2 billion at end-June 2019.

Golden Wheel also operates a metro-leasing business in prime locations, which includes
leasing and operational management contracts with 15 metro stations shopping malls in Nanjing,
Suzhou, Wuxi and Changsha at end-June 2019. At end-June 2019, 10 metro station shopping
malls were in operation with an overall occupancy rate of over 90%.

Golden Wheel Tiandi Holdings Company Limited
Initial Issuer Report

Analysts
Ben Yau
+852 3462 9586
ben.yau@lhratingsglobal.com

Zhao Lin
+852 3462 9582
lin.zhao@lhratingsglobal.com

Jessie Liu
+852 3462 9585
jessie.liu@lhratingsglobal.com

Applicable Criteria
General Corporate Rating Criteria
(16 July 2018)

Summary
Issuer Rating B+
Outlook Stable
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Industry Homebuilder and Real
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Operating Data:
Golden Wheel Tiandi Holdings Company
Limited

31 Dec 2018 30 June 2019
Revenue
(RMB: in million) 1,446 561

Contracted Sales
(RMB: in million) 3,129 1,867

Contracted Average
Selling Price
(RMB/square meter)

12,220 12,313

Contracted Sales GFA
(million square meters) 0.26 0.15

Land Bank GFA
(million square meters) 1.68 1.79

GFA: Gross Floor Area
Source: Golden Wheel and Lianhe Global
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Golden Wheel enjoyed stable rental revenue growth from RMB129 million in 2015 to RMB204
million in 2018, and RMB109 million in 1H 2019. Net rental income amounted to RMB152 million
in 2018, representing c. 0.4x of its gross interest expenses. We expect its rental income to
continue to enjoy stable growth as and when new shopping malls and retail shops projects are
being added to the portfolio. We expect the net rental income to gross interest expenses
coverage to maintain at above 0.4x in the next 12 to 24 months.

Healthy Margins: Golden Wheel reported higher than industry average gross margins of 39%,
53% and 50% in 2017, 2018 and 1H 2019, respectively, primarily because the company has a
strategy of maintaining a decent mix of property development, property investment and leasing
income of residential and commercial projects (which are of higher margins in general), and its
development projects are generally in prime locations. The company expects to deliver a higher
proportion of residential projects in the next 12-24 months, which would reduce its overall gross
margin to c. 27-33% as residential projects carry a lower margin than commercial projects. We
expect gross margins for the company’s property investments (including metro-leasing) and
hotel operation segments to maintain at c.70% and c. 40% level, respectively, in the next 12 to
24 months

Increasing Leverage Relative to its Scale: Golden Wheel experienced an accelerated land
acquisition phase in the previous few years which substantially increased in its financial
leverage. Since early 2019, the company has slowed down on land acquisitions and only
acquired one piece of land parcel in Nanjing. Golden Wheel’s leverage as measured by
debt/capitalization1 ratio increased from 44.2% at end-2017 to 55.4% at end-June 2019. We
expect Golden Wheel’s leverage to improve in the next 12 to 24 months to c. 53-55% level as
the company starts the pre-sales of new projects and slows down its land replenishment pace.

Tight Liquidity Profile: Golden Wheel held c. RMB943 million cash on hand (c. RMB686
million restricted deposits for bank loans) at end-Nov 2019. It also had c. RMB557 million
restricted deposits held from pre-sale proceeds according to relevant laws and regulations, such
as《南京市商品房预售款监管办法》, and c. RMB14 million restricted deposits for metro rental.
The deposits held from pre-sale proceeds are project-specific and can only be applied towards
construction cost payments for the projects. These deposits will be released when and as
completion certificates are obtained and provided. The company also had c. RMB624 million
undrawn facilities at end-Nov 2019.

Golden Wheel’s liquidity is tight as it had c. RMB3.5 billion debt due within one year at end-Nov
2019. The company has access to various financing channels in both the onshore and offshore
markets. We expect the company to continue its effort in deleveraging and improving its liquidity
via the refinancing of its existing indebtedness and monetization of its property projects in the
next 12 to 24 months.

Rating Sensitivities
We would consider downgrading Golden Wheel’s rating if it were to aggressively replenish its
land bank which result in an increase in its financial leverage as measured by debt/capitalization
to over 65% or a decrease in its EBITDA interest coverage to below 1.0x consistently, and/or its
operating performance were to deteriorate such that its sales or rental income experience a
material decline or liquidity profile is worsened.

We would consider upgrading Golden Wheel’s rating if it were to (1) considerably increase its
operating scale and recurring income stream, (2) maintain its financial leverage as measured by
debt/capitalization at below 50% or EBITDA interest coverage at above 2.5x consistently, and (3)
notably improve its liquidity profile.

1 Total debt includes Golden Wheel’s reported interest-bearing debt and lease liabilities
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Company Profile
Golden Wheel is a Chinese property developer that mainly focuses on mass residential property
development and commercial property operations in Jiangsu and Hunan Provinces. It was
established by Mr. Wong Yam Yin in 1994. The company has been listed on the Hong Kong
Stock Exchange (1232.HK) since 2013.

Golden Wheel operates its business in property developments, leasing, hotel and investments.
Revenue contribution from property development has been remaining at above 75% and a
major revenue source though with fluctuations since 2016. On the other hand, the contribution
from property leasing and hotel operations has also been increasing as part of the
management’s goal is to maintain a healthy mix of development and recurring income. Golden
Wheel is mainly focused on developing and operating integrated metro-linked projects in tier 2
and tier 3 cities, and some of its projects have direct access to metro stations or transportation
hubs.

Management’s strategy is to optimize the monetization of commercial projects by determining
whether they will be held as investment properties/or properties for sale, based on the then
prevailing market sentiments.

Exhibit 1: Golden Wheel’s Shareholder Structure
Shareholder Percentage

Golden Wheel Realty Company Limited # 39.2%

Mr. Suwita Janata and Ms. Julia Oscar 7.1%

Public 53.7%

Total 100.0%

Note: # Golden Wheel Realty Company Limited is owned by Mr. Wong Yam Yin, Ms. Hung So Ling, Mr.
Wong Kam Fai and Mr. Wong Kam Keung, Barry
Source: Golden Wheel

Exhibit 2: Golden Wheel’s Revenue Breakdown by Business Segment (RMB: in million)
Revenue /
% of total FY2017 FY2018 1H2019
Property
Development 2,110 91.6% 1,188 82.2% 422 75.2%

Property
Leasing 166 7.2% 204 14.1% 109 19.4%

Hotel Operation 27 1.2% 54 3.7% 30 5.3%

Total 2,304 100.0% 1,446 100.0% 561 100.0%

Note: 2017 and 2018 audited financial reports, 1H2019 numbers unaudited
Source: Golden Wheel

Business Profile

Market Position

Golden Wheel has been maintaining a stable development pace in cities that it is familiar with in
Jiangsu and Hunan provinces in China, while keeping a balance of properties development and
stable growth of recurring income such as leasing and hotel. Starting from 2H 2016, Golden
Wheel has been actively participating in public auctions to acquire good quality land that can
meet its development strategy. In 2018, Golden Wheel replenished its land bank again, of which
two of the land parcels were in Nanjing, one was in Wuxi and one was in Yangzhou. It acquired
one more piece of land in Nanjing in 1H 2019 for a total consideration of RMB950 million. At
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end June-2019, Golden Wheel had a total land bank of 1.785 million sq.m., with an average
cost of c. RMB3,700.

Despite the small-scale operation in property development, Golden Wheel has a unique
business model whereby its focus on the property development front is split roughly equally
between residential and commercial projects, and each product type possesses different
characteristics. Residential projects are usually of lower profit margins and shorter development
to sale cycle, while commercial projects are usually of the opposite. As commercial projects
present higher margin potential but also higher pressure on cash flow, the company strikes a
balance by maintaining a stable recurring income source through its investment properties and
leasing operation. In addition, the company’s residential projects are in prime locations with
proximity to metro stations, which have better prospect in achieving higher ASP.

Exhibit 3: Golden Wheel’s Rankings by Contracted Sales Among the Chinese Property
Developers
Amount /
Ranking * FY2016 FY2017 FY2018 1H2019^

Ranking
Changes

(1H2019 vs 2016)
Contracted
sales
amount
(RMB bn)

2.36 >200th 2.54 >200th 3.13 >200th 1.87 >200th N/A

Contracted
sales by
GFA
(m sqm)

0.20 >200th 0.19 >200th 0.26 >200th 0.15 N/A N/A

Note:
*CRIC Information Centre might use adjusted numbers of contracted sales and GFA in the ranking
^1H2019 Numbers are unaudited
Source: Contracted sales and GFA from company’s audited reports, rankings from CRIC Information
Centre

Exhibit 4: Golden Wheel’s Rankings by Land Bank and New Land Acquisition Among
Chinese Property Developers
Amount / Ranking FY2017 FY2018

Attributable land bank by value (RMB bn) N/A >100th N/A >100th

Land bank by GFA (m sqm) 1.38 >100th 1.68 >100th

New acquisition land bank by value (RMB bn) 0.38 >100th 2.07 >100th

New land acquisition by GFA (m sqm) 0.43 >100th 0.22 >100th

Note: CRIC Information Centre might use adjusted numbers of contracted sales and GFA in the ranking
Source: Amount from company’s audited reports, and rankings from CRIC Information Centre

Small Operating Scale with Regional focus in a few Tier-2 and Tier-3
Cities in Jiangsu and Hunan

Golden Wheel is positioned as a small regional property developer and operator with a relatively
narrow geographical distribution of its business. Its residential and commercial property
development business is concentrated in six core second- and third-tier cities in Mainland China,
namely Nanjing, Yangzhou, Wuxi, Changzhou in Jiangsu, Changsha and Zhuzhou in Hunan,
and Hong Kong.

Golden Wheel’s core strategy is developing small scale commercial and residential projects
which are of close proximity or can directly connect to metro stations and transportation hubs.
As a result, its projects could usually command a higher average selling price than other
projects with a less convenient location.
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Based in Nanjing, Golden Wheel has a proven operating track record in Jiangsu and Hunan,
since its establishment in 1994. It has been expanding its geographic distribution in recent years
outside of Nanjing. Golden Wheel acquired its first commercial project in Hong Kong in 2018,
and the project is expected to be completed by end-2019. At end-2018, Nanjing and Zhuzhou
together made up 41% of the company’s total saleable land bank. At end-June 2019, this ratio
increased to 58% as the company acquired a prime land parcel adjacent to Nanjing South
Station in 1H 2019. Golden Wheel has exhibited apparent fluctuations in its financial
performance, as the pace of land acquisitions followed a pattern of a couple of years of rapid
move, and subsequent de-stocking of its property projects.

Golden Wheel’s small scale and market share brought it relatively weak competitiveness in
acquiring large-scale low-cost land bank. However, it endorses the strategy of developing
properties along the metro line and does not “chase after” land and property projects. This
strategy enabled Golden Wheel to acquire some relatively small-scale land bank with good
quality and low land acquisition cost.

Although we expect the company to continue to demonstrate healthy performance in Nanjing,
the market concentration risk remains, for operations outside of Nanjing, but to a lesser extent
Zhuzhou. Golden Wheel’s business developing strategy in selective sites, its small operating
scale and fluctuating performance in the property development segment will be a constraint to
Golden Wheel’s credit profile in the next 12 to 24 months.
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Growing Property Investments and Metro-leasing Business, Partly
Mitigating Volatility of Property Development Segment

Golden Wheel continuously strives to optimize its tenant mix to enhance value and rental prices,
and reduce operating risks. In addition to rental pick-ups, the company enjoys stable increase in
the fair value of its investment properties portfolio. The carrying value as at end-June 2019
amounted to RMB6.2 billion.

In addition to its investment properties portfolio, Golden Wheel also operates a metro-leasing
business in prime locations. Its leasing business includes leasing and operational management
contracts with 15 metro stations shopping malls in four cities in China, namely Nanjing, Suzhou,
Wuxi and Changsha with a total leasable GFA of c. 68,914 sq.m. at end-June 2019. At end-
June 2019, 10 metro station shopping malls were in operation with an overall occupancy rate of
over 90%.

The metro station shopping malls were being leased from Metro companies with an average
lease of 10-15 years of lease contracts. Golden Wheel had signed operational management
contracts with Metro companies regarding 10 metro stations’ shopping malls with an average
tenancy period of 10-15 years, and subleased those properties to over 300 tenants with
occupancy rate of over 90% at end-June 2019. This business model enabled Golden Wheel to
capture the spread in rental yield as the projected rental expenses to be paid to the Metro
companies have been locked in while the company can optimally sublease the shopping malls
to a selected mix of tenant over a few 3-year periods. The rental yield pick-up could be higher
than the cost of renting from the Metro companies.

Besides its property investments and metro-leasing business, Golden Wheel has also been
engaged in the operation and management of 3-/4-star hotels since 2017 under both owned
and leased properties. It had 3 hotels in operation and 2 hotels under development at end-June
2019. The company sold its Silka West Kowloon Hotel in 2H 2019 which generated net
proceeds of RMB190 million. The company’s hotels are usually under well-known brands (such
as Marriott, Hilton, Atour) and are located at places where there is easy access to metro
stations with convenient transportation. The hotel operation business contributed limited
revenue to Golden Wheel but is still a diversified source of recurring income to the company.
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Healthy Margins from a Mix of Residential and Commercial Development
Projects Plus Investment Properties

Golden Wheel reported higher than industry average gross margins of 39%, 53% and 50% in
2017, 2018 and 1H2019, respectively, primarily because the company has a strategy of
maintaining a decent mix of property development, property investment and leasing income of
residential and commercial projects

However, development of commercial projects entails higher operational risk as the pre-sale
standard for commercial projects is usually higher than residential projects, and it takes longer
for commercial projects to be monetized. Banks usually have lower LTV ratio for buyers of
commercial properties, and as a result the potential buyer universe is relatively limited vis-à-vis
residential properties. All-in-all, commercial property development may put pressure on the cash
collection cycle and cash flow of Golden Wheel.

The company expects to deliver a higher proportion of residential projects in the next 12-24
months, which would bring down its gross margin to c. 27-33%.

The average land acquisition cost of Golden Wheel’s land bank was c. RMB3,700 per sq.m..
The company has been strengthening its competitiveness by focusing on small but good
location residential and commercial projects, which somewhat constrained its land bank and
contracted sales scale. We believe the fierce competition in Jiangsu and Hunan, which are
Golden Wheel’s core markets, is likely to impose pressure on the company’s land acquisition
expenditure and the company would likely seek more opportunities in cooperation via joint
ventures.

Cyclical Business Model and Land Acquisition Strategies Resulted in
Increasing Leverage Relative to its Scale; Levels Expected to Come
Down Following Efforts to Monetize Property Projects

As Golden Wheel adopts a cyclical strategy to acquire new lands, and given the constraint by its
small scale, its gross debt to EBITDA ratio fluctuated at 11.9x, 4.8x and 9.6x in 2016, 2017 and
2018, respectively. Since early 2019, the company has slowed down on land acquisitions and
only acquired one piece of high quality land parcel in Nanjing at a low land cost of c. RMB4,600
per sq.m. Expected ASP for the project could be above RMB20,000 per sq.m.

Contracted sales for the next 12-24 months are expected to reach above RMB3.5 bn on a
consolidated basis as the company starts increasing its pre-sale effort of new projects.
Residential properties will make up a larger portion of Golden Wheel’s new projects and as such,
we expect the length of sale cycle to improve while contracted sales margin to slightly decrease
to 27-30% level.

Financial Profile

Increasing Leverage Relative to its Scale

Golden Wheel experienced an accelerated land acquisition phase in the previous few years
which substantially increased in its financial leverage. Since early 2019, the company has
slowed down on land acquisitions and only acquired one piece of land parcel in Nanjing. Golden
Wheel’s leverage as measured by debt/capitalization ratio increased from 44.2% at end-2017 to
55.4% at end-June 2019. We expect Golden Wheel’s leverage to improve in the next 12 to 24
months to c. 53-55% level as the company starts the pre-sales of new projects and slows down
its land replenishment pace. We expect Golden Wheel to continue its projects monetization and
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de-leveraging phase. We also expect the company to employ a less cyclical development
strategy in order to smooth out fluctuations in operations. However, the company’s credit profile
will continue to be constrained by its operating scale.

The ability to continue to generate recurring income from its investment properties portfolio and
metro-leasing operations will also be key to providing decent buffer to Golden Wheel’s coverage
performance in the next 18-24 months.

Key Assumptions

 Contracted sales amount: RMB30-40 billion for 2019-2021
 Land acquisition expenditures: RMB475 m and RMB500 m in 2020 and 2021,

respectively
 Stably growing property investment and metro-leasing business

Key Financial Metrics

2017A-2021F Debt/Land Bank2 EBITDA/Interest Debt/Capitalization Quick Ratio

Weighted Average 112.1% 1.84x 51.4% 0.31x

Source: Golden Wheel and Lianhe Global’s adjustments and forecasts

Liquidity
Golden Wheel held c. RMB943 million cash on hand (c. RMB686 million restricted deposits for
bank loans) at end-Nov 2019. It also had c. RMB557 million restricted deposits held from pre-
sale proceeds accordingly to relevant laws and regulations and c. RMB14 million restricted
deposits for metro rental. The deposits held from pre-sale (usually 50% of sale proceeds) are
project-specific and can only be applied towards construction cost payments for the projects.
These deposits will be released when and as completion certificates are obtained and provided.
The company also had c. RMB624 million undrawn facilities at end-Nov 2019.

Golden Wheel’s liquidity is tight as it had c. RMB3.5 billion debt due within one year at end-Nov
2019. The company has access to various financing channels in both the onshore and offshore
markets. Moreover, as a Hong Kong-listed company, Golden Wheel can also utilize other
financing channels such as via the equity market, to ease its liquidity.

2 Total debt includes Golden Wheel’s reported interest-bearing debt
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Appendix I: Golden Wheel’s Rating Factors

3 Business Analysis contains sub-factors of market position, diversification, competitive position, operating efficiency and
profitability.

4 Financial Analysis contains sub-factors of debt/land bank, EBITDA interest coverage, debt/capitalization and quick ratio.

Rating Factors Weight Initial Rating

I. Market Demand Analysis 15.0% a-

II. Business Analysis3 45.0% b+

III. Financial Analysis4 40.0% b-

IV. Base Score 100.0% b+

V. Industry Risk bbb

VI. Qualifiers

Liquidity Neutral

Corporate Governance Neutral

Debt Structure and Financial Policy Neutral

Idiosyncratic Analysis Neutral

Stand-Alone Creditworthiness (SAC) b+

VII. External Support

Corporate Entity Support Nil

Issuer Credit Rating from Scorecard B+

Issuer Credit Rating Assigned B+

Source: Lianhe Global
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Appendix II: Major Chinese Cities’ Monthly Contracted Average Selling Price
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Disclaimer
Credit rating and research reports published by Lianhe Ratings Global Limited (“Lianhe Global” or “the Company” or “us”) are subject
to certain terms and conditions. Please read these terms and conditions at the Company’s website: www.lhratingsglobal.com

A credit rating is an opinion which addresses the creditworthiness of an entity or security. Credit ratings are not a recommendation to
buy, sell, or hold any security. Credit ratings do not address market price, marketability, and/or suitability of any security nor its tax
implications or consequences. Credit ratings may be subject to upgrades or downgrades or withdrawal at any time for any reason at
the sole discretion of Lianhe Global.

All credit ratings are the products of a collective effort by accredited analysts through rigorous rating processes. No individual is solely
responsible for a credit rating. All credit ratings are derived by a credit committee vesting process. The individuals identified in the
reports are solely for contact purpose only.

Lianhe Global conducts its credit rating services based on third-party information which we reasonably believe to be true. Lianhe
Global relies on information including, but not limited to, audited financial statements, interviews, management discussion and
analysis, relevant third-party reports, and publicly available data sources to conduct our analysis. Lianhe Global has not conducted
any audit, investigation, verification or due diligence. Lianhe Global does not guarantee the accuracy, correctness, timeliness, and/or
completeness of the information. Credit ratings may contain forward-looking opinions of Lianhe Global which may include forecasts
about future events which by definition are subject to change and cannot be considered as facts.

Under no circumstances shall Lianhe Global, its directors, shareholders, employees, officers and/or representatives or any member of
the group of which Lianhe Global forms part be held liable to any party for any damage, loss, liability, cost, expense or fees in
connection with any use of the information published by the Company.

Lianhe Global receives compensation from issuers, underwriters, obligors, or investors for conducting credit rating services. None of
the aforementioned entities nor its related parties participate in the credit rating process aside from providing information requested by
Lianhe Global.

Credit ratings included in any rating report are solicited and disclosed to the rated entity (and its agents) prior to publishing. Credit
rating and research reports published by Lianhe Global are not intended for distribution to, or use by, any person in any jurisdiction
where such use would infringe local laws and regulations. Any user relying on information available through credit rating and research
reports is responsible for consulting the relevant agencies or professionals accordingly to comply with the applicable local laws and
regulations.

All published credit rating and research reports are the intellectual property of Lianhe Global. Any reproduction, redistribution, or
modification, in whole or part, in any form by any means is prohibited unless such user has obtained prior written consent from us.

Lianhe Global is a subsidiary of Lianhe Credit Information Service Co., Ltd. The credit committee of Lianhe Global has the ultimate
power of interpretation of any methodology or process used in the Company’s independent credit ratings and research.

Copyright © Lianhe Ratings Global Limited 2020.
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