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CCXAP affirms Logan Group Company Limited’s long-term credit rating at BBBg-,
with stable outlook

Hong Kong, 12 October 2020 -- China Chengxin (Asia Pacific) Credit Ratings Company Limited
(“CCXAP”) affirms the BBBg- long-term credit rating of Logan Group Company Limited (“Logan” or
the “Company”), formerly known as Logan Property Holdings Company Limited. The rating outlook
is stable.

Logan’s rating reflects the Company’s (1) quality land bank in the Great Bay Area; (2) sound
profitability; and (3) good liquidity. However, the rating is also constrained by its (1) limited
geographic diversification; and (2) moderate debt leverage with growing debt burden.

Corporate Profile

Logan is an integrated property developer and focuses on residential property development in

China, particularly in the Guangdong-Hong Kong-Macao Greater Bay Area (the “Greater Bay Area”).
The Company had a total land bank of gross floor area (“GFA”) of 39.2 million square meters (“sqm”)
as of 30 June 2020, with approximately 70% of its land bank (by saleable value) in the Greater Bay

Area. Logan was listed on the main board of the Hong Kong Stock Exchange (Stock Code: 3380.HK)
in 2013.

Rating Rationale
Credit Strengths

Quality land bank in the Great Bay Area, with diversified acquisition channels. Logan had a
vast land bank of aggregated GFA of 39.2 million sgm (equivalent to expected saleable value of
RMB479.1 billion) as of 30 June 2020, with approximately 70% of its land bank (by saleable value)
located in the Greater Bay Area. Besides, the Company had a potential land bank of GFA of 24.8
million sgm (equivalent to saleable value of RMB454.9 billion) from its M&A and urban renewal
projects. The Company’s current large land bank, along with its ongoing land replenishment, is
sufficient for the Company’s development needs for the next two to three years.

The quality of Logan’s land bank is high as featured by (1) a relatively low average cost of land of
RMB4,518 per sgm as of 30 June 2020; and (2) prime locations in areas with strong development
prospects, particularly in the Great Bay Area. Logan also diversified its means in acquiring land
bank such as participating in urban redevelopment projects, lowering its exposure to competitive
public auction market. Among its newly added saleable resources of RMB129.2 billion in the first



half of 2020, around half of them were obtained through urban redevelopment projects, with
comparatively lower land premium.

With high-quality land bank, Logan achieved fast contracted sales growth over the past years and
demonstrated resilience during the COVID-19 outbreak. For the first quarter of 2020, Logan
recorded attributable contracted sales of RMB15.9 billion, dropping by 6.8% Year-over-Year
(“YoY”), lower than a fall of 24.7% for the national property sales. With epidemic easing in China
since May, the Company’s contracted sales rebounded gradually with attributable contracted sales
of RMB83.5 billion for the first nine months of 2020, increasing by 16.5% YoY. We expect the
Company is on track to meet its full-year target of attributable contracted sales of RMB110 billion
for 2020 (representing a YoY growth rate of 20%), underpinned by its strong sales execution ability
and sufficient saleable resources of approximately RMB134 billion for the second half of 2020.

Sound profitability underpinned by low land cost and effective cost control. The Company’s
profitability is comparatively strong among other Chinese peers. It recorded gross profit margin of
31%-35% and net profit margin of 20-25% in the year of 2017 to 2019, and reported a gross profit
margin of 32.0% and net profit margin of 20.4% for the last twelve months ended 30 June 2020.
The outstanding profitability is underpinned by the Company’s (1) relatively low cost of land projects;
and (2) effective control of construction cost through the use of its own construction company.
Underpinned by the Company’s high profitability, its interest coverage capability is relatively strong.
Its EBIT interest coverage ratio was within a range of 4.0x to 5.0x over the past three years, and
recoded 4.2x for the last twelve months ended 30 June 2020. With its strong profitability and
management intension in moderating debt leverage, we believe that the Company’s interest
coverage will remain robust over the next 12 to 18 months.

Good liquidity buffer. Logan’s liquidity buffer is good with a cash holding of RMB41.9 billion as of
30 June 2020, representing 1.3 times of its short-term debt. In addition, the Company’s weighted
average funding cost on indebtedness was 5.93% as of 30 June 2020, relative to 6.1% at end-
2019. The lower funding cost was mainly contributed by the decrease in interest rate of its new
borrowings during 2020H1. In the first nine months of 2020, the Company issued three tranches of
senior unsecured notes totaled USD580 million, with coupon range between 4.25% and 6.95%.
The Company also raised onshore corporate and private bonds of RMB6.5 billion during the same
period, with coupon rate between 4.69% and 4.8%. We believe that Logan’s good track record in
accessing capital markets and diversified funding sources can provide some buffers when
additional funding is needed.

Credit Challenges

Limited geographical diversification. Logan’s geographic concentration in south China,
particularly in the Great Bay Area, may expose the Company’s performance to the economic and
regulatory changes in any specific city or region. For example, the tight regulatory measures in
Shenzhen include imposing purchase restrictions and increasing down payment requirements,
which could weigh on the Company’s contracted sales in the city. Nonetheless, the Company’s
strong capability to achieve contracted sales growth in the past in the context of tight regulatory



measures could partially mitigate the adverse impact of geographic concentration. Besides, the
Company has continued to diversify its geographic coverage by expanding outside the Great Bay
Area such as the Yangtze River Delta and Guangxi Province, which can partially alleviate its
concentration risks. However, we expect sales contribution from the Great Bay Area will remain
high at around 60% in the next 12 to 18 months, given the Company’s large land bank in the area.

Moderate debt leverage with growing debt burden. Along with its property business expansion,
the Company’s adjusted total debt (including perpetual capital securities) increased by RMB7.8
billion to RMB79.9 billion as of 30 June 2020, as compared with the amount at end-2019. It had a
moderate net gearing ratio of 76.3% at mid-2020, slightly decreased from 77.4% at end-2019. In
addition, Logan’s increasing proportion of short-term debt, from below 30% at end-2018 to
approximately 40% at end-2019 and mid-2020, may impose refinancing risk in the near term. The
Company’s proven refinancing capability with relatively low funding cost could help reduce the
adverse impact of its debt leverage and heightened short-term debt level. Besides, we see that the
Company was exposed to foreign currency risk with 46% of its debts denominated in USD or SGD
(approximately RMB36.5 billion) as of 30 June 2020, which was mainly hedged by its offshore
projects in Hong Kong and Singapore.

Rating Outlook

The stable outlook on Logan’s rating reflects our expectation that the Company will maintain a
strong market position in the Greater Bay Area and continue to prudently diversify its land bank
profile. We also expect Logan’s credit metrics to remain at a manageable level over the next 12 to
18 months.

Rating Methodology

The methodology used in this rating is the Rating Methodology for Real Estate Development
Industry (December 2019).

Regulatory Disclosures

CCXAP’s Rating Symbols and Definitions are available on its website at:
http://www.ccxap.com/en/rating_services/cateqgory/6/

This rating is solicited. Please refer to CCXAP’s Policy for designating and assigning Solicited and
Unsolicited Credit Ratings available on its website at:
http://www.ccxap.com/en/rating_services/category/9/

The rating has been disclosed to the rated entity or its related party prior to publication, and issued
with no amendment resulting from that disclosure.

CCXAP considers a rated entity or its related party to be participating when it maintains an overall
relationship with CCXAP. Unless specifically noted in the Regulatory Disclosures as a non-
participating entity, the rated entity or its related party is participating and the rated entity or its
related party generally provides CCXAP with information for the purposes of its rating process.
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Regulatory disclosures contained here apply to press release, rating report, and if applicable, the
related rating outlook or rating review.

CCXAP’s public ratings are available at www.ccxap.com (Rating Results) and may be distributed
through media and other means.
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Disclaimer

Credit ratings assigned by China Chengxin (Asia Pacific) Credit Ratings Company Limited (“CCXAP”) are
based on CCXAP’s rating principles of independence, fairness and objectivity. A credit rating reveals and
ranks specific risks, but it does not cover all risks embedded in the rated entity or the rated debt issue.

Credit ratings are not recommendations for investors to buy, sell or hold debt securities, nor measurements
of market value of the rated entities or the rated debt issues. While CCXAP has obtained information from
sources it believes to be reliable, CCXAP does not perform an audit and undertakes no duty of due diligence
or independent verification of information it receives from the rated entity.

All information published in this document belongs to CCXAP and is subject to change without prior notice by
CCXAP. CCXAP considers the information contained in this document reliable. However, all information is
provided on an "as is" and "as available" basis and CCXAP does not guarantee the accuracy, adequacy,
completeness or timeliness of any information included in this document. None of the information may be used,
including without limitation reproducing, amending, sending, distributing, transferring, lending, translating, or
adapting the information, for subsequent use without CCXAP's prior written permission.

CCXAP is not liable for any in whole or part caused by, resulting from or relating to any error (neglect or
otherwise) or other circumstance or contingency within or outside the control of CCXAP's or any of its directors,
officers, employees or agents in connection with the procurement, collection, compilation, interpretation,
analysis, editing, transcription, publication, communication or delivery of any such information, or any direct,
indirect, special, consequential, compensatory or incidental damages whatsoever (including without limitation
lost profits), even if CCXAP, or representatives thereof, are advised of the possibility of such damage, losses
or expenses.
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