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Background of Kai Tak

Future Kai Tak Development Project
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Benefits of Kai Tak project

• Government 
Support

• Heart of East 
Kowloon district
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Benefits of Kai Tak project
• Middle-income class

Source : Wenweipo 1 April 2008
http://paper.wenweipo.com/2008/04/01/HK0804010007.htm



6Source : Census and Statistics Department 
March 2009

2008
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Limitations of Kai Tak project

No further land

reclamation 

Fixed land usage
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Limitations of Kai Tak project

Wall effects and

urban ventilation
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MTR’s Background

MTRMTR’’ss PProperty developmentroperty development : : 

Profit from property development in 2007

$8,304 million$8,304 million

Revenues from property rental, management and 
other businesses

24.3%24.3%
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MTR’s Background
Operating Profit ContributionsOperating Profit Contributions
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MTR Background
List of List of MTRMTR’’ss properties properties 
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Proposed Development Plan

Type : Mixture of residential and recreational area

Location : Above future Kai Tak MTR station

Development Area :100,000 sq.m

Development details:
– 6 residential condos
– Shopping mall 
– Leisure facilities
– Car park facilities

Height : 50 stories Units size : 50 to 110 sq.m
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Proposed Development Plan

ClassesClasses SOHOSOHO HarmonyHarmony PremierPremier SupremeSupreme

FloorsFloors 1-15 16-40 41-45 46-50

Number of Number of 

unitsunits
6 3-4 3 2

Gross area Gross area 

(sq(sq.. feet)feet)
600 800 900 1,200

Saleable area Saleable area 

(sq(sq.. feet)feet)
500 700 800 1,100

Target buyersTarget buyers Small-size family
and visiting tourists

Medium
income

High
income

Executives

Classes of each condoClasses of each condo
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Proposed Development Plan

Name: The Grand Harbour

Magnificent Victoria Harbour’s view with

excellent facilities 



15

Development Strategies

Search possible construction companies

– Hip Hing Construction Co.Ltd.

– E Man Construction Co.Ltd.

Roles of MTR Roles of Construction 
Companies

Sale Construction

Promotion Expertise advice

Property Management
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Development Strategies

Construction 

period: 5 years 

Breaks into 

3 development 

phases 

First PhaseFirst Phase Second Second 

PhasePhase
Third Third 

PhasePhase

YearYear 2 years 2 years 1 year

CompletedCompleted

BuildingsBuildings

•1 condo

•Shopping 
mall

•2 condos

•Recreation 
Facilities

•2 
condos
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Project Budgeting

Our proposed budget : $5 billion
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Project Budgeting

Development costDevelopment cost

Land price and land premium $1.7 billion

Site formation and foundation 0.1 billion

Superstructure and substructure 2.5 billion

Professional fees 2% 0.05 billion

Promotion costs 0.015 billion

Sundries (handover expenses) 0.05 billion

Interest Expenses 0.107 billion

Total development costTotal development cost $4.522 billion$4.522 billion
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Project Financing

MTR’s debt to equity ratio : 48.5%

MTR’s

source of financing

– Syndicated loans

– Bonds

– Common Stock
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Project Financing

Possible financing methods
– Syndicated loans 

– Government fund

– Cooperates with other developers

– Provides right issues

– Issue common stock, preferred stock or 
bonds

– Real Estate Investment Trust (REIT)
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Project Financing

Billion Billion 

Preferred stock 1.51.5

Common stock 11

Bonds 22

Syndicated 
Loans

0.50.5

Project financing methods and 
proportion

Project Financing (In Billion)

Preferred

Stock, 1.5,

30%

Common

Stock, 1, 20%

Bonds, 2, 40%

Syndicated

Loans, 0.5,

10%
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Project Financing 
Syndicated loans

• Sustain daily operations 

• Internationally recognized credit ratings 

• Reduce interest expenses 

Implementation:
• $0.5 billion
– 5-year revolving / term loan facility 
– Interest rate 1.6% per annum 
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Project Financing 
Preferred stock

• Hybrid security

• No voting right 

• Redeemable after 5 years
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Project Financing
Common stock

• Defensive stock 

• Not correlate with the economic situation 

• No commitment to dividend



25

Project Financing
Common stock

Assume the required return is 10%, the issue

price of common stock is $15.7 per share.

Share
gR

D
P /7.15$

%)14.7%10(

45.0$

)(

1
=

−

=

−

=

Remarks: %14.7
42.0$

42.0$45.0$

0

01
=

−
=

−
=

D

DD
g

D1 = Current year dividend (2007)
D0 = Last year dividend (2006)
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Project Financing
Bonds 

• Good credit ratings

• About 50% in the debt to equity ratio

• Optimistic in financing growth with debt
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Project Financing
Bonds

• Interest is tax-deductible 

• Repaid in cheaper dollars during inflation 
periods 

• Control remains undiluted 

• Financing flexibility 
– Call provision 
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Project Financing
Callable Bonds

30$1000$%3 =×=×= ValueParRateCouponCouponAnnual

Assume market interest = 1% (According to HIBOR 1%), 
Coupon interest = 3% per annual, 
Par Value= $1000, Coupon = $30 and Year = 10 years
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Profit Forecasting
Revenue from property saleRevenue from property sale

ClassesClasses Gross  Gross  

SizeSize

((sq.feetsq.feet))

No of No of 

floorfloor
No of No of 

units per units per 

sq floorsq floor

Total Total 

Area  Area  

((sq.feetsq.feet))

No of No of 

buildingsbuildings
Selling Selling 

price per price per 

sq.feetsq.feet

Sale Sale 

Proceed Proceed 

millionmillion ($)($)

SOHOSOHO 600 15 6 54000 6 5000 1,6201,620

HarmonyHarmony 800 25 4 80000 6 7500 3,6003,600

PremierPremier 900 5 3 13500 6 12000 972972

SupremeSupreme 1,200 5 2 12000 6 12000 864864

Total: $7,056Total: $7,056
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Profit Forecasting

CarCar

parkingparking

lotslots

(a)(a)

Price perPrice per

mmonthonth (($$) ) 

(b)(b)

NoNo ooff

buildingsbuildings

(c(c))

Annual income Annual income (($$))

(a(a**bb**cc**12)12)

84 1000 6 6.048Million

300 1200
1 shopping
mall

4.320Million

Total: 10.37MillionTotal: 10.37Million

Revenue from parking lots rentalRevenue from parking lots rental
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Profit Forecasting
In million ($) Yr0Yr0 Yr1Yr1 Yr2Yr2 Yr3Yr3 Yr4Yr4 Yr5Yr5 TotalTotal

Land costLand cost

and landand land

premiumpremium
(1,700) (1,700)

Site formationSite formation

andand

foundationfoundation
(100) (100)

SuperstructureSuperstructure

andand

substructuresubstructure
(312.5) (312.5) (625) (625) (625) (2,500)

ProfessionalProfessional

fessfess
(5) (5) (10) (10) (10) (10) (50)

MarketingMarketing

costscosts
(3.75) (1.5) (6) (1.75) (2) (15)

SundriesSundries (4.3) (4) (15) (10) (16.7) (50)

InterestInterest (21.59) (21.59) (21.59) (21.59) (21.57) (107.93)

Total costTotal cost (1805) (347.14) (349.59) (677.59) (668.34) (675.27) (4,522.93)(4,522.93)

Statement of cash outflowStatement of cash outflow
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Profit Forecasting

In million ($) Yr0Yr0 Yr1Yr1 Yr2Yr2 Yr3Yr3 Yr4Yr4 Yr5Yr5 TotalTotal

RevenueRevenue

(flat)(flat)
588 588 1,764 1,764 2,352 7,056

Car park Car park 

(flat)(flat)
6.05 6.05 6.05 6.05 6.05 30.25

CarCar parkpark

(shopping(shopping

mall)mall)
4.32 4.32 4.32 4.32 4.32 21.6

TotalTotal

revenuerevenue
N/A 598.37598.37 598.37598.37 1774.371774.37 1774.371774.37 2362.372362.37 7,107.857,107.85

Profit (before tax) 2,584.92 million

Profit (after tax) @ 16.5% 2,158.41 million

Statement of cash inflow Statement of cash inflow 
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Expected Return on Investment:
(2,158/5) /4,522 x 100% 

= 9.54%
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Profit Forecasting

In million ($) Yr 0Yr 0 Yr 1Yr 1 Yr 2Yr 2 Yr 3Yr 3 Yr 4Yr 4

Accumulated Accumulated 

costcost

(1,806) (2,152.14) (2,501.73) (3,179.32) (3,847.66)

Accumulated Accumulated 

revenuerevenue

- 598.37 1,196.74 2,971.11 4,745.48

Net Net 

income/lossincome/loss

(1,806) (1,553.77) (1,304.99) (208.21) 897.82897.82

In year 4, accumulated revenue>accumulated cost
Break even point is at year 4 

Statement of net incomeStatement of net income
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Profit Forecasting

In million ($) Yr 0Yr 0 Yr 1 Yr 1 Yr 2Yr 2 Yr 3Yr 3 Yr 4Yr 4 Yr 5Yr 5

Cash outflowCash outflow -1805 -325.55 -328 -656 -646.75 -653.7

Cash inflowCash inflow 598.37 598.37 1774.37 1774.37 2362.37

OverallOverall -1805 272.82 270.37 1118.37 1127.62 1708.67

Net Present Value (NPV) = $2,055 million 

@ 4.10% Weighted Average Cost of Capital (WACC)

Internal rate of return (IRR) = 28.49%

Statement of cash inflow and outflowStatement of cash inflow and outflow
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Marketing Strategies

Promotion Strategy

• Advertisement 

–Trains and MTR Stations, Television and 
Magazine 
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Marketing Strategies

Promotion Strategy

• Special and innovative channels 

– E.g renting a commercial building on Hong 
Kong Island near Victoria Harbour and laying
the advertisement outside the building’s wall. 
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Marketing Strategies

Promotion Strategy

• Special and innovative channels 

– E.g renting a commercial building on Hong 
Kong Island near Victoria Harbour and laying
the advertisement outside the building’s wall. 
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Marketing Strategies

Pricing Strategy
• Market research:
– Le Billionaire 

– The Latitude 

• Average unit price: $6,000 to $13,000 per sq. feet

• The Grand Harbour units’ price: $5,000 (SOHO), 
$7,500 (Harmony) and $12,000 (Premier and 
Supreme) per sq. feet
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Marketing Strategies

Pricing Strategy

• Adjusting to the current market and the 
competitors’ price rate

• Locating the acceptable price

• Receiving public’s response 
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Marketing Strategies

Sale Strategy

• Cooperate with property agency and 
brokerage

– Centaline, Midland Realty and Ricacorp

• Commissions scheme to property agents
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Conclusion

We strongly recommend participating in Kai

Tak Development Project

• Realise MTR’s Mission : Enjoy the ride to great living 

• Profitable project
– Expected Return on Investment 9.54%

– Upward trend in Kai Tak’s property value

– Net present value 2,055 million

• Increase the market share in property development
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