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Important Notice:

The Board of Directors, the Supervisory Committee and
the Directors, members of the Supervisory Committee
and senior management of China Vanke Co., Ltd. (the
“Company”) warrant that in respect of the information
contained in this report, there are no misrepresentations or
misleading statements, or material omission, and individually
and collectively accept full responsibility for the authenticity,
accuracy and completeness of the information contained in
this report.

Chairman Wang Shi, Director Yu Liang, Director Wang
Wenjin, Independent Director Zhang Liping, Independent
Director Hua Sheng, Independent Director Elizabeth Law
attended the board meeting in person. Director Qiao Shibo
and Director Chen Ying were not able to attend the board
meeting in person due to business engagements and had
authorized Independent Director Elizabeth Law to represent
him and vote on behalf of him at the board meeting.
Director Sun Jianyi was not able to attend the board
meeting in person due to business engagements and had
authorized Director Yu Liang to represent him and vote on
behalf of him at the board meeting. Director Wei Bin was not
able to attend the board meeting in person due to business
engagements and had authorized Director Wang Wenjin
to represent him and vote on behalf of him Independent.
Director Hai Wen was not able to attend the board meeting
in person due to business engagements and had authorized
Independent Director Hua Sheng to represent him and vote
on behalf of him.

The Company’s proposal on dividend distribution for the
year 2016: Based on the number of shares on the record
date for dividend distribution, a cash dividend of RMB7.9
(including tax) will be distributed for every 10 existing shares
held.

Unless otherwise specified, the currency referred to in this
report is Renminbi.

Chairman Wang Shi, Director and President Yu Liang, and
Executive Vice President and Supervisor of Finance Sun

Jia declare that the financial report contained in the annual
report is warranted to be true and complete.

This report contains forward-looking statements in relation
to subjects such as future plans, which do not constitute any
specific undertakings to investors by the Company. Investors
should beware of investment risks.

This report has been prepared in Chinese and English
respectively. In case of discrepancy, the Chinese version
shall prevail, except for the financial report prepared in
accordance with International Financial Reporting Standards,
of which the English version shall prevail.

ZE—REFEHRE Annual Report 2016 1
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Definition

BuR

Term

/NN
The Company

S8 &8 - x&E
Vanke, the Group

BRmE

Vanke Service

PEBES
CSRC

REFIT
SZSE

B 2 P
SEHK

BBRSM
HKEx

i SR
SZMC

FEEA
CRC

THES

China Resources Trade

BRI E

Evergrande Real Estate

Eh&HE
SCPG

R ERE
Chengdu Vanke

X B

Chengdu China Resources

PCER R &
Chengdu Runwan

BERE

Meaning

ERPERMNABRA A
China Vanke Co., Ltd.

ERCERMERATRENE QT
China Vanke Co., Ltd. and its subsidiaries

BRI EERGRE A F
Vanke Service Co., Ltd.

TEHESEEEELES
China Securities Regulatory Commission

RYEHFR 5

Shenzhen Stock Exchange

EEBMARSHMARATE
The Stock Exchange of Hong Kong Limited

BERXGMERAR AT
Hong Kong Exchanges and Clearing Limited

RN R B B PR A R
Shenzhen Metro Group Co., Ltd.

EHBRNBRAR]

China Resources Co., Limited

FEBENE S ER AT
China Resources Trade Co., Ltd.

BAMESREER AR
Evergrande Real Estate Group Limited

NN SEEERAR AR
SCPG Holdings Co., Limited

REBE RLEHE B R A A
Chengdu Vanke Real Estate Co., Ltd.

EHEH (KE) BRAF
China Resources Land (Chengdu) Co., Ltd.

KREBEEXAR AR
Chengdu Runwan Property Co., Ltd.

ZE—REFEHRE Annual Report 2016

3



E=

Definition

RBITH

Skynet Action

fEAREE
Jushenghua

(RRLE)

Company Law

(BHFIE)

Securities Law

CEMARAD
Listing Rules

CGREEIEFESI)
Guidelines for Standardized
Operation

(B2 praE s LRI

Hong Kong Listing Rules

(REIER)

Articles of Association

HEH
Reporting Period

14388 T

14 Cities

4 BRERD AR A F China Vanke Co., Ltd.

AEERTIERIME - HERBOME - BmMEREETH

TE M ey ok

the Group’ arrangement of conducting random check

on purchased materials, parts and equipment in order to

maintain its high level of quality

FYITHEE R ZE R D B R A A
Shenzhen Jushenghua Co., Ltd.

(REARAMBARDE)
Company Law of the People’s Republic of China

(REARAMBEESE)

Securities Law of the People's Republic of China

CRYIBEF R ZPARE AR AL
Rules Governing the Listing of Stocks on the
Shenzhen Stock Exchange

CRYINEBFR G ETARIREEERS)
Guidelines of the Shenzhen Stock Exchange for
Standardized Operation

(BABERGMARARES EMHRAD
Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited

(BRIEERNDBRARER)
Articles of Association of China Vanke Co., Ltd.

2016F1 H1HE2016F12H31H
1 January 2016 to 31 December 2016

NERGAEENI4ERTEEILR - Bg - R BN X
2B M B RER - BUE - R R B &

M

14 cities which are under the Company’s long term
observation, including Beijing, Shanghai, Shenzhen,
Guangzhou, Tianjin, Shenyang, Hangzhou, Nanjing,
Chengdu, Wuhan, Dongguan, Foshan, Wuxi, Suzhou

WERR G AR ARE T

Renminbi, unless otherwise specified
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For property developers in China, the market boom in 2016
was not something to be taken lightly. Sometimes, there
is not a fine line between content and disquiet. The total
sales volume in China’s real estate market reached record
high during the year. However, is this really something worth
celebrating?

One should pay attention to the fact that the heating up
of property markets in major cities is not as drastic as that
in land transactions. Property prices overtaken by land
premium has become a common phenomenon rather than
a rare case. This puts developers in a dilemma of acquiring
expensive land lots to bear operational risk in the future or
being forced out of the market due to lack of land bank.

It is for the aforementioned reasons we welcomed the
State’s introduction of specific austerity measures in certain
overheated cities in October 2016. We believe this round
of austerity measures was timely and absolutely necessary.
Allowing overheated market to moderately cool down would
undoubtedly benefit healthy enterprises that are keen on
long-term development.

“Housing is for accommodation” is a simple common
sense that we all should understand. However, learning
from lessons of most developed countries, it is almost
unavoidable for housing to be treated as an object of
investment. Particularly following waves after waves of real
estate price upsurge, we, as market participants, would
easily lose our track of objective in front of temptation. If
people could easily make money by holding assets, would
we still be able to persist with our dedication to create true
value?

All along, China Vanke has been insisting on “building
quality housing for ordinary people, developing premises
for accommodation”. We firmly believe that property
development should be back to its basics of offering houses
for accommodation. In the face of yet another state of
market euphoria, it is imperative for us to remember our

initial motive for entering the industry.
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6 BRI EMRH BBR AR China Vanke Co., Ltd.

We must always bear in mind that no matter whatever
changes in the external environment, providing customers
with better products and services is an utmost important

mission for Vanke as an enterprise.

According to neutral forecast and based on actual
urbanization rate measured by population with household
registration, our country has room for further urbanization
by over 20 percentage points. With the implementation
of the new urbanization strategy, nearly 200 million of
new-generation rural migrants will shed the “temporary
migrant” status of their parents, and become permanent
urban residents. Most of these new urban residents
will concentrate in developed conurbation with better
employment opportunities. Therefore, in areas with influx of
population, shortage of housing will continue in the short
term. Our offering of “Good Houses, Good Services, Good
Neighbourhood” still have promising market potential.

It is our obligation to provide new urban residents with
quality housing and ancillary services. However, faced with
rising land costs, how are we going to supply the market with
affordable residence for new urban residents? We certainly
understand that this is not a task that can be accomplished
by a single enterprise; however, this should not be an excuse
for our inactivity.

We still have ample opportunities to make capable
contribution to the aforesaid scenario. The
"Railway+Property” development model is the first direction
we should strive to adhere to. As demonstrated by the
development process of densely populated metropolises
such as Tokyo and Hong Kong, the transit-oriented urban
development model (TOD) with an emphasis on public
transportation can effectively link up surrounding towns and
megalopolises, to increase the effective supply of housing in
core conurbations, and to reduce living costs. According to
estimates by relevant authorities, by 2020, the total mileage
of urban rail transit in China is expected to nearly double the
level in 2015. This will provide a large number of new urban
households with opportunities for settling down through
home purchase at prices affordable by their income levels.
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Second, by actively participating in the development of
rental housing market, we can supply more affordable
housing to new urban residents. Rental housing is the major
tool for metropolis to resolve the housing issue of new urban
residents. Take the example of conurbations such as New
York, Tokyo and London; the proportion of rental housing is
56%, 54% and 50%, respectively. In 2016, the State Council
promulgated the “Opinions on Accelerating the Cultivation
and Development of Rental Housing Market” and the
“Proposal for Pushing Forward the Household Registration
of 100 Million Non-registered Residents in Urban Areas”,
with a key emphasis on the importance of rental housing in
resolving housing issue of urban residents. As an important
player of the real estate industry, we should definitely
respond proactively to the State policies.

In addition to housing itself, we should also notice that,
with changing consumer attitude of the younger generation
and the emergence of the internet era, there exists an
enormous demand for urban ancillary services which has yet
to be fulfilled. Emerging real estate and services in areas of
elderly service, logistics, education, resort, and new-start
business are just in their infant stage. The aggregate volume
of the aforementioned emerging businesses is equivalent
to creating another real estate sector. As evidenced by the
experience of developed countries, when the economies
become mature, the pivotal position and economic
contribution of the real estate industry in a broad sense will
not be lessened due to abundant supply; on the contrary,
it will be further strengthened by the emergence of various
derivative services.

We continue to see a promising prospect. Our abilities to
capture the aforementioned opportunities depend on our
expertise and our ability to minimise resource consumption,
in order to create maximum real value for the society. We
are grateful to be in an era of ample opportunities, and
are honoured to be able to embrace a brand new future
together with our shareholders.

ZE—REFEHRE Annual Report 2016 7
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Il Corporate Information

1 BXEE: BECEROERAT 1. Company Name (Chinese): &I H B R A F]
EX %78 CHINA VANKE CO., LTD. Company Name (English): CHINA VANKE CO., LTD.

2 bt - FEURYITERHEAEY 2. Registered address:  Vanke Center, No. 33 Huanmei

IR IR 33 BRI L Road, Dameisha, Yantian District,
Shenzhen, the People's Republic
of China
IR 5% - 518083 Postal code: 518083
PAHLHE ¢ AR R T EE R oK Office address: Vanke Center, No. 33 Huanmei Road,
IRIBEEIITERA L Dameisha, Yantian District, Shenzhen,
the People’s Republic of China
BERFTELEME - BAERE IR Principal place of business
Fh R KB 551 in Hong Kong: 55/F, Bank of China Tower,
1 Garden Road, Hong Kong
BRR BB A48 - www.vanke.com Website address: www.vanke.com
B {548 : IR@vanke.com E-mail address: IR@vanke.com
3 AERRAEA 3. Legal representative: Wang Shi
4 KERK: EXE - KB 4. Authorised representatives: Wang Wenjin and Zhu Xu
BREEREK R Alternate authorised representative: Luk Chi Chung Peter
5- EFEEWE - ARWE KB 5. Secretary to the Board and the company secretary: Zhu Xu
B F15% : IR@vanke.com E-mail address: IR@vanke.com
REBEBEBREREK : 22 Securities Affairs Representative: Liang Jie
EF{E48 : IR@vanke.com E-mail address: IR@vanke.com
Bl AR R EE R K Contact address: Vanke Center, No. 33 Huanmei Road,
IRIGEEIITERAF L Dameisha, Yantian District, Shenzhen,
the People’s Republic of China
BEE + 0755-25606666 Telephone number: 0755-25606666
& : 0755-25531696 Fax number: 0755-25531696
BB RRIWE : R Assistant company secretary: Luk Chi Chung Peter
BEFEM : peterluk@vanke.com E-mail address: peterluk@vanke.com
Begeubit - FEIEERBE IR Contact Address: 55/F, Bank of China Tower,
R K E 5518 1 Garden Road, Hong Kong
EaE + 00852-23098888 Telephone number: 00852-23098888
{E& : 00852-23288097 Fax number: 00852-23288097

8 BRI EMRH BBR AR China Vanke Co., Ltd.



2 DRI
Il Corporate Information

10.

ARCRYEE T - RRFT

AR R © BFIA
ARZ A ZE S + 000002
HARARSE Emdth : B S P

HIRAY SR GHE - BRIEE - BRIHAR

HAR IR ZE RS © 2202 ~ 299903

i REEAMRTEERA QR RBEAK
REARAHBRAER X ETiRE
BEAEFRBARHREKXH AR
AIHIHAE

HA R D B B il « BB RE %
ERBRA
BB - HEET
ERREFR1835E

BMH L7
1712-1716%

BHREHEELE - (FEE
#&>> (BHER)  (LE m%"#w
<<E ZFEM)  BEHREUKREE—
Eprgr s
BEFEREHBIR G B AL
AJ% © www.cninfo.com.cn

HR% : www.hkexnews.hk
FEREEEE  RAEFEPNE

AR RGEMERR B - 1984454
30H

B ORI

BEELHE  2014F 108228

HE R

ERAENEZH RS
440301102900139

TRAS B R0 5RAS
H557E F4403001921814905%
Bl 7% 7440300192181490%%

10.

Stock exchange on which the Company’s A shares are
listed: SZSE

Stock short name of A shares: Vanke A

Stock code of A shares: 000002

Stock exchange on which the Company’s H shares are
listed:

Stock short name of H shares: China Vanke, Vanke Hnote

Stock code of H shares: 2202, 299903t

Note: The stock short name and stock code are only applied
to the Company’s H shares traded by through domestic
securities companies’ trading system by the original B
shareholders of the Company after the listing of the
Company’s H shares on SEHK

H share registrar: Computershare Hong Kong Investor

Services Limited

Contact address: Shops 1712-1716, 17th Floor, Hopewell

183 Queen’s Road East,

Wanchai, Hong Kong

Centre,

Media for disclosure of information: “China Securities
Journal”, “Securities Times”, “Shanghai Securities
“Securities Daily”, CNINFO Network and an

English media in Hong Kong

News"”,

Website address for publication of the annual report:

A shares: www.cninfo.com.cn

H shares: www.hkexnews.hk

Place for annual report collection: The Office of the
Company’s Board of Directors

First registration date of the Company: 30 May 1984
Location: Shenzhen
Date of change in registration: 22 October 2014

Location: Shenzhen

Corporate legal person business registration no.:
440301102900139

Taxation registration code:
Local taxation registration code: 440300192181490
State taxation registration code: 440300192181490
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11, AR 1 192181490 11. Organisation code: 19218149-0
12. ARIHEFHE TR E AT 12. Certified public accountants engaged by the Company:
BN EEEERSFEEBSET Domestic: KPMG Huazhen (Limited Liability Partnership)
(FRERE%)
oatk - bR MR EL 15 Address: 8/F, KPMG Tower,
RAEBSEFHAESE Oriental Plaza,
1 East Chang An Avenue, Beijing
BRI G BR - BOXE Signing CPA: Fong Kwin, Chen Yongyi
BN BERE ST ENEAT Overseas: KPMG
otk - BB IREITE 1057 Address: 8th Floor, Prince’s Building,
KFKRESE 10 Chater Road,

Central, Hong Kong

13. REEFHEMEBPT 13. Legal advisor engaged by the Company

BN BRIEERMEGH Domestic: Guangdong Shujin Law Firm

ik RYITEREE Address: 12th floor, Taiping Finance Tower,
% 600155 6001 Yitian Road, Futian District, Shenzhen
REFERIAE1212

BAN - E AR BT Overseas: Paul Hastings

ik - FBTEEEBE 1R Address: 21 to 22 F, Bank of China Tower, 1 Garden
IR KE21~2218 Road, Hong Kong

10 BRI EMRH BBR AR China Vanke Co., Ltd.
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lIl Accounting and Financial Highlights

BN AEETEETHERMYHK

3.1 Key accounting information and financial

br=p indicators for the year
B - \RETT
Unit: RMB'000
20165 W55 RELEEER 0145
2016 2015 Fluctuation 2014
WA Revenue 228,916,100 184,317,543 24.20% 137,994,043
5 Gross Profit 58,313,785 45,691,945 21.62% 34,634,908
R Profit for the year 28,3505 25949438 9.25% 19,287,524
ARARRERHERFE  Net profit attributable to equity shareholders of
the company 21,022,606 18,119,406 16.02% 15,745,454
MeFRELNBALREFE  Net cash generated from operating activities 39,566,129 16,046,018 146.58% 41,724,820
EXERG Basic earnings per share 1.90 1.64 16.03% 143
BESRUE Diluted earnings per share 190 1.64 16.03% 143
PEEFIEENRE Net return on equity on a fuly diluted basis FHOMEESY
18.53% 18.09% Increased by 0.4 pp 17.86%
METFEENRE Net return on equity on weighted average basis HROSUEESY
19.68% 19.14% Increased by 0.54 pp 19.17%
KER
0165 % WISFR HLERER WHER
31 December 2016 31 December 2015 Fluctuation 31 December 2014
NEEE Current assets 721,470,635 547,220,793 31.84% 465,036,865
TR Current labilites 579,998,486 120,061,827 38.07% 345,654,030
ARARREEERZEE  Total equity attributable to equity shareholders 113,444,766 100,183,518 13.24% 88,164,570
kA Share capital 11,039,152 11,051,612 0.11% 11,037,507
FENEMAARER Net assets per share attributable to
BREE equity shareholders of the company 10.28 9.8 13.22% 799

ZE—REFEHRE Annual Report 2016 (K|
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lIl Accounting and Financial Highlights

2P FEEFEHMKERE 3.2 Quarterly Key Financial Indicators
B - \RBTT
Unit: RMB'000
5 3E 3-%F E-ZF 2R

The first quarter  The Second quarter  The Third quarter  The Fourth quarter

LN Revenue 13,709,845 57,038,990 40,280,646 117,886,619
ARARRER Net profit attributable to equity
EHE shareholders of the company 833,233 4518077 291,07 12,760,225
BEEBELN Net cash generated from operating
ReneFE activities (10,726,129) 36,523,342 17,188,682 (3,419,766)
33BANGHEAERE 3.3 Difference arising from accounting standards
of the PRC and the international standards
Bfi : \RETT
Unit: RMB'000
FRMLTAIRRNENE BRI LTAARRNFEE RS
Net profit attributable to Owners' equity attributable to
the shareholders the shareholders of the company
16% 158 20165128318 015812A318
2016 2015 31 December 2016 31 December 2015
ERAR RS E According to IFRSs 21,022,606 18,119,406 113,444,766 100,183,518
REREHE] According to the PRC accounting standards 21,022,606 18,119,406 113,444,766 100,183,518
EERHRREE Breakdown and total reconciled according
AENNARAT with IFRSs
RERHHESEY According to the IFRSs - : - _
EEiH Differences EZE N

12 BRI EMRH BBR AR China Vanke Co., Ltd.
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4.1 Discussion and Analysis of Operation

2016 was a turbulent and uncommon year in the
Company'’s 32-year development history.

Looking at the industry situation, the national scale of
sales of commodity housing experienced a record high
and the market shares of large real estate enterprises
further increased. Behind all this prosperity, there were
worries about the significant growth in land prices
of popular cities. It was not uncommon that the cost
per sg.m. would be higher than the expected selling
price, eroding the long-term growth potential of the
industry. In the fourth quarter, the central government
reaffirmed the integrated use of various means such
as finance, land, taxation, investment and legislation
to improve the construction of long-term mechanism
for real estate and restore the function of housing
as residence. After the intensive implementation of
policies of curbing, the market of popular cities began
to cool down, bringing far-reaching implications to the
development of the industry. Looking at the Company
itself, the shareholding issue began in July 2015
created unprecedented uncertainties to the Company’s
operation and management in the short term. Certain
shareholders had proposed the removal of all the
directors and non-employee representative supervisors.
The share price of the Company fluctuated substantially
and it also resulted in distrust among certain customers,
suppliers, partners, financial institutions and investors.
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4 EEERE
IV Directors’ Report

14

HHR - INBRENRE > KXEH
BEBERM  ZF5EME BRA
BERREINEA ZoREE%
EEANPREREER SHHES
BEEBREBERRE - 2016F A5 H
EREESTEARMES 647 7ETT
ELE 3L K39.5% * HE R RMLEITH
B BREBR EMARKERN
FAEARE2102(BL 0 RLER
16.0% : FRFBEEXD9% ' FH
Re (BEXRESL) ARYS870.3
BT« AREE20144F LA E 4 [
REREE| EAMBRNEE D
mE - BEER - REHAE - #
B BESHEXHMBORER -
2016%F 7R » AEB NE(E =)
F500538 |+ BF5E3560L - FR A
RBTRNEEEEBRRHRREE
AAREFEKEHEMEERILE BQ
RIWAMERR [BIE+ME] E—
BmABERENMNERER - 2017F1
A #EEEUBESENAAKE
ARRBEREK  BAREBT 8@+
ME]NBEERENET T RTER -

e —4F > hRGEERWHEE - B
BHHER - WEFREREFWE
5 FIRREERAORDES - 58
RIBREE KEFXENERND
ERHEEANERZEZR - BR—H
BRI REBAENET  EEAH
WETF] —EXRFEEROREE
Bl FHERLREXREE  He
RUFEMENTLSEDE - AEE
RO REE LR AR - R
SEEHEIEFLLHE AR
R AHEEEEAER-

BEMPEARMNBR A F] China Vanke Co., Ltd.

In the face of challenges in internal and external
environments, the Group adhered to the principle of
“workforce stabilizing, risk control and sustainable
development”, fully played the vital role of business
partnership in maintaining stability and pushed
forward stable development of the Company’s various
businesses. In 2016, the Group realized a sales amount
of RMB364.77 billion, representing a year-on-year
increase of 39.5%, ranking the first in the industry in
terms of sales proceeds. Net profit attributable to the
shareholders of the Company amounted to RMB21.02
billion, representing a year-on-year increase of 16.0%.
Net gearing ratio at the end of the year was 25.9%. Cash
in hand (including restricted cash) amounted to over
RMB87.03 billion. The new business layout in commerce,
logistic properties, ski holiday, long-term rental
apartments, education and pension developed with
the Group's centering on being an “integrated urban
service provider” since 2014 has begun to take shape. In
July 2016, the Group was listed on Fortune Global 500,
ranking 356th. During the year, the Company’s proposal
of acquiring assets by way of issuance of shares was
terminated because shareholders could not reach a
consensus. However, the Company continued to explore
the development model of “Railway + Property” with
great development potential. In January 2017, SZMC
became a significant shareholder of the Company by
way of transfer agreement, laying a solid foundation
for the implementation of the Company’s development
model of “Railway + Property”.

In this year, the central government will continue to
implement policies according to cities to prevent
market overheating and began formulating long-
term mechanisms for promotion of steady and healthy
development of the property market. It will provide a
larger room for development for enterprises with sound
operation and professional abilities for development.
Vanke has been insisting to “building quality housing
for ordinary people and building housing acceptable for
occupation”. It always advocates restoration of living
function of housing and industrial nature of real estates,
which is in line with the position of real estates set by
the central government. The Group sincerely hopes
that the shareholding issue will be resolved as soon
as possible, allowing the Group to be back on track
for normal operations and creating larger values for
shareholders and the society.
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4112016 Property market review

The commodity housing market in the country
continued to improve but the growth rate slowed
down in the fourth quarter. According to the data from
the National Bureau of Statistics of China, sales area
and sales amount of commodity housing in the country
in 2016 amounted to 1.38 billion sgq.m. and RMB9.9
trillion, representing an increase of 22.4% and 36.2% as
compared with that in 2015 respectively, with a record
high in the scale of sales. Of which, the sales area of
commodity housing in the country for the first three
quarters recorded year-on-year increase by 35.6%, 24.7%
and 24.9% respectively, and the year-on-year growth in
the fourth quarter was 13.4% which significantly slowed
down due to the release of policies of curbing the real
estate sector.

Despite the decline in sales of inventory, there was
still obvious variation between the overall demand and
supply in various cities. With the significant rebound in
amount of transactions in 2015 and 2016, the duration
for the market to absorb housing inventory in some
cities had been substantially shortened,. For instance,
in the 14 Cities, due to the continuous increase in
transactions of commodity housing in 2015-2016, the
supply of new housing decreased, the inventory of new
housing (i.e. those area that had already obtained sales
permit but not yet sold) decreased from 155 million
sgq.m at the end of 2014 to 93 million sg.m. at the end
of 2016, while the duration for the market to absorb
housing inventory had been shortened from 11.5 months
at the end of 2014 to 6.9 months at the end of 2016.
However, with integrated assessment on the factors
such as the size in housing inventory, land supply and
future growth in population, overall housing supply in
the country was sufficient while there were no specific
changes in the variation between supply and demand
in cities and the long-term judgement of shortage as a
partial phenomenon.

Local market overheating triggered concerns over
policy. In March 2016, some cities began to tighten
mortgage policies to prevent the housing prices from
growing too fast. In order to suppress investment
demands, avoid asset bubble and prevent market
risks, before and after the National Day, over 20 cities
intensively implemented of policies of curbing the
real estate sector, including resumption of purchase
restrictions, limitation in loans, strengthening market
regulation and tightening the industry financing
channels. With the implementation of a series of
measures, the property market in popular cities cooled
down rapidly.
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BEMPEARMNBR A F] China Vanke Co., Ltd.

Constant overheating of land market in major
cities. The area supplied and the area transacted for
residential units in the 14 Cities (including mixed use)
grew by merely 3.4% and 8.4% respectively and the
transaction price of land increased by 34.3%, reaching
new height again. The land premium rates (the average
actual transaction price of floor area minus the average
starting price/average auction price of floor area for
land transactions) continued to increase and reached
the peak value of 110% in the third quarter.

The property development and investment across
China showed improvement from the slump in
2015 but in a slow rate. Investment in residential
property development in China was approximately
RMB6.9 trillion, representing a year-on-year growth of
6.4%. Floor area of new construction of housing was
approximately 1.16 billion sg.m., representing a year-on-
year growth of 8.7%, which was 5.3 percentage points
lower than that in the first half of the year.

The operational model of developers needed
transformation. As the problem of urban housing
shortage was basically solved, the demands for real
estates was increasing diversified and the dominance
of demand for purchasing new home came to an end.
Under the situation of constant overheating of land
markets and the increasing burden of soaring land
price on stable housing price, the operational model
of developers of land acquisition, construction and
sales became more unsustainable. Amidst challenges in
traditional model, leading the urban redevelopment and
renewal projects through urban rail transit construction
and providing real estate-related services such as
property services, commercial operation, long-term
rental apartments, education and vacation and pension
businesses based on the urban ancillary needs have
been showing great potential.
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4.1.2Major work during the Reporting Period

The core businesses of the Group include property
development and property service. In recent years, the
Group strategically positions itself as an “integrated
urban service provider”, upheld the vision of “building
quality housing for ordinary people and building
housing acceptable for occupation”, actively explored
expansion in property-related business such as retail
properties and industrial properties related to the urban
ancillary services on the basis of consolidation of core
business advantages.

In 2016, the Company realized a revenue of RMB228.92
billion, representing a year-on-year increase of 24.2%;
and profit attributable to equity shareholder of the
Company amounted to RMB21.02 billion, representing
a year-on-year increase of 16.0%. Basic earnings per
share amounted to RMB1.9, representing a year-on-
year increase of 16.0%. Net return on equity on a fully
diluted basis was 18.5%, representing an increase of 0.44
percentage points as compared to that in 2015.

B ARBTT

Unit: RMB'000
% EXR EXRA EET) b

Segment Revenue Cost of sales Operating profit margin*¢
E2 4] E2 4] 8 by
Amount Change Amount Change Amount Change
1. TaEg 226,939,250 24.63% 170,353,622 23.19% 20.34%  001EBENE
Core business -0.01pp
£ EpE 222,883,814 24.32% 167,034,823 22.81% 2039%  001EENE
Including: Property development 0.01pp
ESi 4,055,436 44.85% 3,318,799 45.35% 18.09%  03BEEH
Property services -0.35pp
2. EftEH 1976850 (11.35%) 28693 (26.18%) 87.34%  245EERE
Other business 245pp
ax V2EENH
Total 228,916,100 24.20% 170,602,315 23.07% 20.92% -0.21pp

it BEMNBERIECD RS S KM -

Note: The profit margin excluded taxes and surcharges.

ZE—REFEHRE Annual Report 2016 17



4 EEERE
IV Directors’ Report

18

TEHNEEXEFZBRANFBER

Revenue and profit of core business by region

hl EEEERA tepl FRRARR ]
(AR%TT) iy
UN: S
Net profit
Revenue from attributable
Recognized core business to shareholders
area (sg.m.) Proportion (RMB'000)  Proportion (RMB'000) Proportion
AR Shanghai Region 26.04% 73,785,862 33.11% 6,982,540 31.82%
BRESL Guangshen Region 27.60% 72,289,540 32.43% 9,609,275 43.78%
T RES Beijing Region 20.16% 39,780,257 17.85% 3,255,364 14.83%
Central and
H R Western Region 26.20% 37,028,155 16.61% 2,099,522 9.57%
EH Total 20,532,922 100.00% 222,883,814 100.00% 21,946,701 100.00%
i MEHANEEBEEENMTAT Note: During the Reporting Period, the cities with projects
booked are as follows:
BEREESFEEM -~ F=Y| - @Bl Guangshen Region included Guangzhou, Shenzhen,
REBR-@IN-BH- EM Foshan, Dongguan, Qingyuan, Fuzhou, Putian, Xiamen,
ED BN KB P mE Changsha, Huizhou, Zhuhai, Zhongshan, Nanning,
B« =I5 Quanzhou and Sanya;
FeseEaE EF - MmN =68 Shanghai Region included Shanghai, Hangzhou, Jiaxing,
M@ me - |EmE BT BN Nantong, Nanjing, Wuxi, Zhenjiang, Suzhou, Kunshan,
Bl BN &M 5N 51 Yangzhou, Changzhou, Xuzhou, Hefei, Wuhu, Ningbo,

P R ORM - BmE

tRREEFELER Bl RE

& R=E EH KR B

EoBL-Z0 WmERE-
oEE B BE

wh 78 BT [ 42 B 4E A AR
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BEMPEARMNBR A F] China Vanke Co., Ltd.

Wenzhou and Nanchang;

Beijing Region included Beijing, Tangshan,
Qinhuangdao, Tianjin, Shenyang, Taiyuan, Jinzhong,
Dalian, Anshan, Yingkou, Fushun, Changchun, Jilin,
Jinan, Qingdao and Yantai;

Central and Western Region included Chengdu,
Chongging, Wuhan, Xi'an, Zhengzhou, Guiyang,

Kunming and Urumgqi.
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1.
(1)

Quality growth in property development business
Property sales amount in 2016 reaching RMB364.77
billion

The floor area of new construction recorded a year-on-
year increase of 47.5%. In 2016, the Group's floor area
of new construction for domestic projects amounted
to 31.367 million sg.m., representing a year-on-year
increase of 47.5% and an increase of 42.6% from the
planned floor area of new construction at the beginning
of the year. The Company realized a completed floor
area of 22.372 million sg.m., representing a year-on-
year increase of 29.4% and an increase of 8.3% from the
planned floor area at the beginning of the year.

The sales amount recoded a year-on-year increase of
39.5%. In 2016, the Group realized a sales area and
sales amount of 27.654 million sgq.m. and RMB364.77
billion, representing a year-on-year increase of 33.8%
and 39.5% respectively. In terms of the sales amount
of commodity housing in the country of RMB11,762.71
billion, the Group’s market shares in China in 2016
was 3.1%, representing a year-on-year increase of 0.1
percentage point.

For housing products, the Company focused on
medium and small ordinary commodity housing. The
main products of the Group’'s property development
business were commodity housing and commercial
auxiliary facilities. Among the products sold in 2016,
housing, commercial office and other auxiliary facilities
accounted for 84.7%, 11.9% and 3.4% respectively.
The Group's housing products focused on residential
needs of mainstream customers, with medium and small
housing under 144 sq.m. accounting for 95%.

The Company focused on urban economic areas and
further developed existing cities. As of the end of 2016,
the Group had presence at 65 cities in Mainland China,
which were distributed at Guangshen Region with the
Pearl River Delta as the core, the Shanghai Region with
the Changjiang River Delta as the core, the Beijing
Region with the Bohai-Rim Region as the the core and
the Central and Western Region comprised of core
cities at Central and Western China. In 2016, the Group
recorded sales amount of over RMB10 billion in 14
cities, namely Beijing, Shanghai, Guangzhou, Shenzhen,
Hangzhou, Wuhan, Suzhou, Dongguan, Foshan, Nanjing,
Xi'an, Ningbo, Shenyang and Tianjin, and ranked top
three in terms of market sales in 40 cities.
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The Company paid constant attention to investment
opportunities in overseas markets. Internationalization
is the long-term development strategy of the Group
and it already entered six cities overseas, namely San
Francisco, Hong Kong, Singapore, New York, London
and Seattle as of the end of 2016, the Company. In
2016, the sales area attributable to overseas project
amounted to 36,000 sq.m., and sales income of RMB3.30
billion was contributed. Investment in overseas projects
allowed the Group to introduce excellent products and
business visions from abroad and enhance its brand
influence in overseas markets.

PTEFHEHERER Regional sales

HEME tE 61 HESH Lt 451

(FHK) (AR®BE&ET)

Sales area Sales amount
(sg.m.) Proportion (RMB mn) Proportion
BRI 15 Guangshen Region 6,474,538 23.41% 102,417 28.08%
EBRE Shanghai Region 7,579,463 27.41% 118,897 32.60%
1t 7 &% 33 Beijing Region 6,711,169 24.27% 79,923 21.91%

Central and

PR 7 20 [ 3 Western Region 6,852,764 24.78% 60,231 16.51%
BN Overseas 36,479 0.13% 3,300 0.90%
&3t Total 27,654,412 100.00% 364,769 100.00%
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B -2016FASEEREEME
20533BF HkK HELBEARE
2,228.8187T + AL 7 B3 K 20.5%F0
24.3% ° HE2016FK - AEBANE
22197 BT KEEMERLTLE
B cReBEETHARY27823
BT » B2015F FIRIER29.4% - £
MY EBESREFEELEE - AN
EEARREEETREEM -

BEMPEARMNBR A F] China Vanke Co., Ltd.

The area sold but not booked grew to RMB278.23
billion. In 2016, the Group realized a booked area and
booked amount of 20.533 million sq.m. and RMB222.88
billion, representing a year-on-year increase of 20.5%
and 24.3% respectively. As of the end of 2016, the Group
had a total area of 22.797 million sg.m. sold but not yet
booked and the contract amount was approximately
RMB278.23 billion, representing an increase of 29.4% as
compared to that at the end of 2015. The above area
will be booked in the coming few years, laying a solid
foundation for the Group's future operating results.
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(2)

Sufficient land reserves for sustainable
development needs

The Company maintained a prudent investment
strategy and rationally replenished project
resources. The Group had 173 new projects. The
aggregate GFA attributable to the Company’s
equity holding amounted to approximately 18.922
million sq.m. while the aggregate GFA amounted
to approximately 31.573 million sq.m., with 88.3%
of new projects located in first- and second- tier
cities. Given the intensive competition in the land
market, the Group constantly explored a diversified
land acquisition model and obtained land resources
at reasonable cost through cooperation, equity
acquisition and OEM construction. In 2016,
approximately 59.5% of the new projects obtained
by the Group through cooperation. Facing the
intense competition in land market, the Group
adhered to the investment principle of keeping
expenditure within the limits of revenue. In 2016,
the Group achieved net cash inflow from operations
of RMB39.57 billion. With sufficient capital, the
Group was able to respond to market fluctuation
flexibly and actively seized potential development
opportunities.

The existing land resources satisfied the Group's
development needs in the next two years.
As of the end of 2016, the Group had 600 key
development projects in Mainland China. GFA
attributable to the Company's equity holding
of the projects under construction amounted
to approximately 36.222 million sgq.m. and the
aggregate GFA amounted approximately 54.424
million sg.m.; GFA attributable to the Company’s
equity holding of the projects under planning
amounted to approximately 36.559 million sg.m. in
total and the GFA amounted approximately 52.969
million sg.m. in total. In addition, the Company also
participated in 11 urban redevelopment projects.
According to the present planning conditions, the
planned GFA attributable to the Company's equity
holding amounted to approximately 3.605 million
sg.m. and the GFA amounted to approximately
5.447 million sg.m. in total. At present, the
demolition and relevant procedures are still in
progress.

For specific information of the Group’s new projects,

please refer to “Project investment” under the “Use
of capital not from the capital market” section.
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BEMPEARMNBR A F] China Vanke Co., Ltd.

(3) Enhancement in operating efficiency

During the Reporting Period, the Group strengthened
the segmented management to enhance operating
efficiency and achieved sound development in various
operation management areas. 1) Profitability increased.
In 2016, the Group’s return on equity on full dilution
increased by 0.44 percentage point from 2015 to 18.5%.
Gross profit margin of the Group's property business
increased by 0.01 percentage point from 2015 to 20.4%.
2) Sales proceeds further enhanced. In 2016, the Group's
average collection ratio of sales proceeds was over
95%, maintaining the leading edge in the industry. 3)
Gearing ratio remained at a low level. As at the end of
the year, the Group's net gearing ratio (interest-bearing
liabilities less cash and cash equivalents, divided by net
assets) was 25.9% (as at the end of 2015: 19.3%), which
remained at the low level in the industry.

Maintaining leading position of property services
in the industry

The Group is engaged with property services through
Vanke Service. In 2016, the revenue of the Company’s
property services business achieved RMB4.06 billion,
representing a year-on-year increase of 44.9%.

Quality of property services continued to enhance.
Vanke Service launched “Rui Service 3.0” and
established “Sunshine Community, Transparent
Property”, under which income received other than
property fees and expenses paid out of property fees
were disclosed to property owners. It also implemented
the “Friendly Neighborhood Scheme” to donate the
profits from “Neighborhood Mart” to the community
for equipment renewal and culture building, further
improving the brand uniqueness and reputation of
Vanke Service. During the Reporting Period, Shenzhen
Wan Rui Intelligent Technology Company Limited
controlled by Vanke Service successfully registered as a
state-level high-technology enterprise.
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Steady promotion of various business

The real estate sector entered into the silver age,
the Company adhered to the policies of synchronous
development with the municipalities, followed the urban
development trend and the increasing customer needs
to actively explore new business opportunities.

Commercial property sector

There was an extensive coordination between
commercial property and the Group's business,
therefore the commercial property segment was
indispensable for urban ancillary services. Over the
years, the Group has strived to cultivate its capabilities
in management and operation of commercial property.
During the Reporting Period, Shanghai Qibao Vanke
Mall, Ningbo 1902 Plaze, Guiyang Vanke Plaza, Beijing
Zhuzong Vanke Plaza and other large commercial
projects commenced in operation.

In 2016, through the joint acquisition platform with
certain partners, the Group acquired the equity interests
in SCPG. SCPG had solid capabilities in commercial
development and operation management, as well as
large and stable quality customer base. The strategic
investment has brought synergy for both parties.

Logistic properties

In 2016, the Group adhered to the strategy of “focusing
on major customers and key cities, and emphasizing
high-standard warehouse products” for logistic
properties to maintain stable and healthy expansion.

As of the end of 2016, the Group obtained 18 logistic
property projects, with GFA of approximately 1.47
million sq.m. in total. In 2016, the Group had 10 new
projects and the new leasable area amounted to 960,000
sq.m.
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Skiing business

As of the end of 2016, the Group had operated and
managed three skiing projects, namely Jilin Vanke
Songhua Lake Project, Qiaoshan Beidahu Project and
Beijing Shi Jinglong Project, and established the skiing
brand image of Vanke, ranking the first in the country
in terms of piste area, serving area of snow system
and number of ropeway. As at the end of 2016, Vanke
Songhua Lake Resort was officially promoted to a
national 4A tourist attractions.

Long-term rental apartments, pension and education
businesses

The Group actively explored in the long-term rental
apartment market. Currently, the Company has
established a unified external operating brand — “"BoYu".

With reference to the demand for elder care in the
cities, communities and at home, the Group further
explored the pension model. Sui Yuan Jia Shu Project
in Hangzhou, the Group's first large pension community
had over 600 residents since its commencement of
operation in 2015, and became the reception and
visiting location for G20 Summit in 2016.
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Risk control and efficiency enhancement

Creating refined quality to consolidate product
competitiveness

Adhering to the quality first principle. In 2016, the
total delivery volume of the Group amounted to 214,000
units, reaching the largest record scale. The Group
continued to promote exact survey, delivery appraisal
and other management tools, provide customers with
inspection guidance and enhanced the frequency of
“Skynet Action” to maintain good product quality. The
Group’s European Village in Guangzhou was awarded
Luban Award, the best quality award in the architecture
industry.

Enhancing construction efficiency. In 2016, the Group
continued to enhance quality and efficiency through
application of industrial technologies and reduced the
reliance on workforce and consumption of materials.
Among the new mainstream products of the Group, the
proportions of the three industrial application, namely
prefabricated components, interior wall assembling and
non-plastering of internal and external walls, amounted
to 43.5%, 100% and 100% respectively. Through
promotion and application of efficiency enhancing
technologies, 64% of the new mainstream projects of
the Group reached the target of enhancing efficiency by
20%. During the year, the Group continued to promote
the green strategy and completed 28.34 million sg.m.
of green construction, of which 13.19 million sgq.m. were
granted as the green label projects. 14 projects were
granted the three stars rating, covering area of 1.828
million sg.m.

Promotion of cost optimization. With the target of
“saving cost for customers”, the Group established
hierarchical cost adaptation systems according to the
positioning of various projects. Through technological
innovation and resource consolidation and other refined
management, the Group continued to optimized the
cost. In 2016, the Company adhered to the principles
of “lump-sum tender prices, prohibition of changes
afterwards, contract settlement at completion of
construction” and further enhanced control over
construction cost.
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(2)

Optimizing capital management and control to explore
and create financial cooperation environment

With cashflow management as the core, the Group
continued to improve capital management and control
and enhanced capital efficiency. At the end of the
Reporting Period, cash held by the Group (including
restricted cash) increased from RMB53.18 billion at
the end of 2015 to RMB87.03 billion. In addition, the
Company participated in multi-channels of innovative
financing with upstream and downstream partners
to create financial cooperation environment. During
the year, the first ABS of property supply chain in the
country for the Group's supply chain was approved by
the SZSE, and successfully issued four tranches, with a
total amount of nearly RMB6.0 billion, broadly welcomed
by various types of market investors.

Smooth transition after the implementation VAT in lieu
of business tax

In March 2016, the Ministry of Finance and State
Administration of Taxation published the “Notice on
the All-out Launch of the Pilot Program of the Reform
of Levying Value-added Tax in lieu of Business Tax".
From May 2016, real estate industry was included in
the pilot program. The Group set up a special group
for VAT in lieu of business tax to fully manage the
business operation process. Through the establishment
of business, finance and tax integration, the Company
created a VAT automatic reporting management
system to achieve informatization management model,
which allowed the Group to adapt to the adjustment
in policies in the shortest time and supported the
refined management of the Company's production
establishment system and coordination with suppliers.
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Established risk control system

In line with the revised requirements under the
Corporate Governance Code of HKEx, the Board of
the Company amended the implementation rules of
the Audit Committee, increased the risk management
functions of the Committee. The Company has set up
the Risk Management Committee and established a
three-level risk management structure for headquarter,
business units and front-line companies. It identified and
assessed major risks from the external environment and
of the Group through risk evaluation on the headquarter
and business units, and constantly monitored the
comprehensiveness, rationality and effectiveness of the
risk management system.

Establishing an informatization platform

In January 2016, the Group launched the “Reformation
Scheme” for informatization establishment to fully
enhance operating efficiency and promote constant
business growth. As of the end of 2016, the blueprint
design for the main product of core business operation
platform projects, core ERP, had entered the stage
of full development. The product “Spirit of the
craftsman” focused on project site management had
been successfully applied on the pilot companies. The
customer platform projects completed the application
of online housing purchase product “Vanke Online”,
agency sales product “Vanke Sharing”, digital case
product “Vanke Sales Master” and customer service
product “Vanke Service Master”. Meanwhile, the
Company established a unified customer database
platform to consolidate customer data in various
formats. The coordinated office projects completed
the upgrade of “Wei V", the internal communication
software, while launching the design and development
of office portals and human resources information
system.
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Improvement of business partners mechanism

In 2016, the share issue brought significant impact
to the Group’s daily operation and staff stability, and
the Group's business partnership scheme fulfilled
its vital role. Based on the persistent belief in the
Group's cultural value, the partners served as a role
model, seriously performed the duties to maintain the
Group’s normal operation. Through team building and
organization of caring activities, communication with
staff and promotion of excellent performance, the
Group effectively stabilized the team and enhanced the
morale to control the risk of staff loss.

In 2014, the Group established the co-investment
scheme to link the project performance with the
interests of staff. At the end of 2016, to further
strengthen the co-creation, co-bearing and sharing
with co-investor, the Group further improved the co-
investment scheme. Through cancellation of additional
co-investment arrangement, setting the threshold return
and excess return, the Group protected its priority in
receiving respective return from the threshold return
and encouraged co-investor to create larger value for
the Company and shareholders.

Since the establishment of co-investment scheme, the
staff further reflected the partnership concept and
purposes in terms of accelerating project turnover,
cost reduction and sales promotion. As of the end of
February 2017, the Group had 308 projects under co-
investment. The average time from obtaining the co-
invested projects to the first phase of construction to
the first phase of operation to the restoration of positive
cash flow was significantly shortened. The Group's
marketing expenses were also under effective control.
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Fulfilling social responsibilities through accurate
poverty alleviation

While striving for business growth, the Group
persistently adhered to its values and concepts, actively
fulfilled social responsibilities through concern with the
development of stakeholders and is committed to allow
more people sharing our operating results.

In 2016, the Group responded to the government’s call
to participate in accurate poverty alleviation in terms of
education, industry and employment, fully demonstrated
its professional edges and expanded the radial and
leading influence, including (1) the Company donated
for building 12 300kw photovoltaic power station for
poverty alleviation in Zhangbei county in Zhangjiakou
city and allocated all income to the needy families at
no cost to constantly provide economic income for
the poor population; (2) the Company carried out 6
school-enterprise cooperation projects with vocational
schools in Taijiang, Danzhai and Leishan in Guizhou
and Huichang in Jiangxi and Shunping and Zhangbei
in Hebei to nurture property management talents and
recruit them to Vanke. It offered 4 types of position
including property manager, property customer service,
utility maintenance and safety management, with a view
to helping the poor.

The Group constantly fulfilled social responsibilities
through Vanke Charity Fund. In 2016, Vanke Charity
Fund completed the construction and delivery
of Xinjiang Tahman Boarding School, applied all
government incentive funds of Vanke from shortlisting
as the top 500 global enterprises to the construction of
intangible cultural heritage museum in Tibet; combined
running activities with assistance to families with autistic
children, expanding the scope of assistance to 40 cities
in the country. The Group supported rural education
projects in Yunnan and Guizhou, to provide better
education for children.
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41.3.Analysis of operational and financial

condition of the company

Profit

During the Reporting Period, the Group realized profit
for the year of RMB28.35 billion, an increase of 9.3% as
compared with last year. Net profit attributable to equity
shareholders of the Company reached RMB21.02 billion,
an increase of 16.0% as compared with last year.

The gross profit margin of the Group’'s property
development business was 20.4%, an increase of 0.01
percentage point as compared with 2015. The fully
diluted return on equity was 18.5%, an increase of 0.44
percentage point as compared with 2015.

In 2016, the Group's share of profits of associates
amounted to RMB1.69 billion, representing a year-on-
year increase of 22.2%. In 2016, the Group’s share of
profits of joint ventures amounted to RMB3.24 billion,
representing a year-on-year increase of 220.9%.

Cash position

The Group adhered to the vision of “continuously
creating actual value based on cash flows”. During the
Reporting Period, the Group continued to accelerate
sales proceeds and enhanced capital efficiency. The
sales proceeds in the year further increased from that in

2015, exceeding 95%.

As of the end of the Reporting Period, monetary
capital held by the Group (including restricted cash)
amounted to over RMB87.03 billion, much higher than
that the interest-bearing liabilities due within one year
of RMB43.35 billion. Among the monetary capital held
by the Company at the end of the period, Renminbi,
Hong Kong dollars, US dollars and Great Britain Pounds
accounted for 89.9%, 2.5%, 7.4% and 0.15% respectively,
and the rest were Singaporean dollars.
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Liabilities

Gearing ratio

As of the end of 2016, the Group's total interest-bearing
liabilities amounted to RMB128.86 billion, accounting
for 15.5% of total assets (as of the end of 2015: 13.0%).

Financing cost

The Group maintained good long-term partnership
with various financial institutions. During the Reporting
Period, the Group fully played it capital and credit
edges and maintained the overall financing cost at a
low level. The Group’s capitalized interest expenses
amounted to RMB3.23 billion in total and the interest
expenses not capitalized amounted to RMB2.31 billion.

Analysis of interest-bearing liabilities

As of the end of the Reporting Period, the Group's
interest-bearing liabilities were mainly medium- and
long- term liabilities. Among the interest-bearing
liabilities, interest-bearing liabilities due within one year
amounted to RMB43.35 billion, accounting for 33.6%;
interest-bearing liabilities over one year amounted to
RMB85.51 billion, accounting for 66.4%.

By types of interest rates, among interest-bearing
liabilities, liabilities with fixed interest rates accounted
for 44.1% and liabilities with fluctuated interest rates
accounted for 55.9%. Pledged interest-bearing liabilities
amounted to RMB1.99 billion, accounting for 1.6% in the
overall interest-bearing liabilities.

By financing sources, bank borrowings, bonds payable
and other borrowings accounted for 58.6%, 24.5% and
16.9% respectively.

By locations, domestic liabilities and international
liabilities accounted for 64.6% and 35.4% respectively.
RMB liabilities and foreign currencies liabilities
accounted for 66.2% and 33.8% respectively. In 2016,
foreign currencies liabilities grew faster than that in
2015, mainly due to the Group’s international strategic
promotion and the increase in cross-border merger &
acquisition.
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Issuance of notes and credit ratings

During the Reporting Period, the Company completed
the issuance of tranche 1 and tranche 2 for 2016
Medium-Term Notes of RMB3.0 billion in total with a
tenure of five years in China’s interbank market and the
issue rate was 3.2%.

In order to fulfil development needs, the Group set
up a Medium Term Note Program of US$2.0 billion in
2013 (“Medium Term Note Program”), and renewed
the scale of the Medium Term Note Program to US$3.2
billion with authority of the Board in 2016. During the
Reporting Period, the Medium Term Note Program had
three issuances, namely 1) the 3-year fixed rate note
issue with aggregate amount of HK$3.65 billion and a
coupon rate of 2.50% in April 2016; 2) the 5-year fixed
rate note issue with aggregate amount of US$220 million
and a coupon rate of 2.95% in October 2016; 3) the
3-year fixed rate note issue with aggregate amount of
US$600 million and a coupon rate of 3.95% in December
2016. The above notes were listed on HKEx.

During the Reporting Period, Standard & Poor’s and
Fitch Ratings continued to maintain BBB+ ratings for the
Company'’s long-term credit rating. Moody’s held Baal
credit rating for the Company. Although the financial
indicators of the Group were stable, influenced by the
shareholding issue, in August 2016, Standard & Poor’s
and Moody's lowered the Group's rating to “negative”.
Ltd.,
institution in the country, also raised attention in the

China Chengxin Securities Rating Co., a rating

Company'’s changes in the shareholding.

Analysis of inventory

As the project investments and development scale
increased, the Group's inventory size increased. As of
the end of the Reporting Period, the Group’s inventory
amount was RMB466.23 billion,
on-year increase of 26.9%. Of which, propertie