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CHEUNG KONG (HOLDINGS) LIMITED (� � � � ) 

 
Sector : Property developer Chairman : Dr. Li Ka-shing 
HKSE Code : 00001    
Market Price : HK$101.10 (21/08/2008) Managing Director : Li Tzar Kuoi, Victor 
HSI : 20,392.06 (21/08/2008)    
Shares Issued : 2,316.164 million    
Mkt. Cap. : HK$234,164.2 million    
52 weeks Hi/ Lo : HK$159.50/HK$95.25    

 
SUMMARY OF THE INTERIM RESULTS FOR THE SIX MONTHS ENDED 30TH JUNE 2008 

 

Interim Results Highlights 
 

 1H2008  1H2007  
 HK$ million  HK$ million Change 

·  Turnover  12,441  5,359 132.2% 
·  Share of net profit of jointly controlled entities 1,154  1,085 6.4% 
·  Increase in fair value of investment properties 1,069  956 11.8% 
·  Operating profit 7,588  4,467 69.9% 
·  Share of net profit of associates  5,398  14,604 -63.0% 
·  Net profit attribuable to shareholders 12,022  18,536 -35.1% 

     
 HK$  HK$   

·  EPS – Basic 5.19           8.00  -35.1% 
·  DPS – Interim 0.5           0.50  0.0% 

 

 

 
·  Cheung Kong (Holdings) reported a 35.1% y-o-y drop in net attributable profit to HK$12.022 

billion for 1H08 on lower contribution from Hutchison Whampoa. Cheung Kong recorded a 
revaluation gain on investment properties of HK$1,069 million during 1H2008, compared with a 
revaluation gain of HK$956 million in 1H07. Excluding the profit contribution from the 49.97%-
owned Hutchison, Cheung Kong would have earned HK$6.682 billion during 1H2008, up 60% y-
o-y. 

 
·  Turnover vaulted 132.2% y-o-y to HK$12.441 billion, mainly on higher revenues generated from 

property sales. Results from Hutchison accounted for 44.4% of Cheung Kong’s net attributable 
profit, down from 77.5% in 1H07. 

 
·  EPS for 1H08 was HK$5.19, down from HK$8.00 a year earlier. An interim dividend of HK$0.50 

per share was proposed, same as in 1H07, implying a dividend payout ratio of 9.6% (1H07: 
6.3%). 

 
·  As of 30 June 2008, total borrowings of Cheung Kong Group amounted to HK$40.7 billion, an 

increase of HK$4.2 billion from 31 Dec 2007.  Meanwhile, as of 30 June 2008, Cheung Kong 
holds HK$5.5 billion cash, representing a net debt-to-shareholders’ equity ratio of 15.1% (31 Dec 
2007: 13.6%).  
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Business Highlights 
 
Breakdown of operating profits (including share of results of jointly controlled entities) 

 
1H2008 1H2007   

(HK$ million) 
 

% (HK$ million) 
 

% Change 
Property sales 5,247 82.3 1,800 68.0 191.5% 
Property rental 715 11.2 596 22.5 20.0% 
Hotels and serviced suites 364 5.7 204 7.7 78.4% 
Property and project management 46 0.7 46 1.7 0.0% 
Total 6,372 100.0 2,646 100.0 140.8% 

 

Property sales 

·  Turnover of property sales, including share of sales from jointly controlled associates, increased by 
HK$6,781 million y-o-y to HK$11,238 million in 1H2008, and comprised mainly of the sale of the 
remaining residential units of 4 property projects completed in previous years - The Legend at 
Jardine’s Lookout, Le Point, Central Park Towers Phase 1 and Sausalito in Hong Kong, and the 
sale of residential units of property projects completed during the period, including CASA 880 in 
Hong Kong and Maison des Artistes in the Mainland.    

·  Contribution from property sales, including share of results of jointly controlled entities, was 
HK$5,247 million (2007 – HK$1,800 million), an increase of HK$3,447 million when compared with 
the same period last year, mainly attributable to the sales recognition during the period of the 
remaining residential units of property projects completed in previous years.  

·  The presale of the residential units of The Capitol and Celestial Heights Phase 1, which are 
scheduled for completion in 2009, were launched during the period and almost all of the residential 
units available for presale were sold. Profit margin of the segment was 46.7% in 1H2008 versus 
40.4% in 1H2007, slightly higher than expectation.  

Rental properties 

·  Operating profit from rental properties (including contribution from jointly controlled entities) 
amounted to HK$715 million, up 20.0 y-o-y. During the period, strong demand for office space and 
retail shops at prime locations pushed rentals higher, and the Group’s investment properties, 
including The Center in Central and the commercial portion of Metro Town, which was acquired 
recently in Hong Kong, all experienced good rental income growth. In 1H2008, the Group’s existing 
retail and commercial office properties in Hong Kong accounted for approximately 30% and 51% of 
its total rental income, compared with 29% and 43% in 1H07.  

Hotels and serviced Suites 

·  Turnover of the Group’s hotels and serviced suites in 1H08 was HK$668 million (2007 – HK$437 
million), an increase of HK$231 million y-o-y. Contribution from hotels and serviced suites, including 
share of results of jointly controlled entities, was HK$364 million (2007 – HK$204 million), a 
significant increase of HK$160 million y-o-y as contribution from Harbourview Horizon All-Suite 
Hotel and Harbourfront Horizon All-Suite Hotel increased sharply following their achievement of 
almost full occupancy, and other hotels and serviced suites properties, including those operated by 
jointly controlled entities, performed satisfactorily during the period.  
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Outlook & Prospects 
 
·  Sales being locked in Cheung Kong had locked in more than 86% of completion sales for FY2008, 

realising HK$23 billion from property sales in the 1H08, which exceeded its annual target of HK$22 
billion. More than 2,700 units were sold, mainly at Celestial Heights, a luxury residential project in 
Ma Tau Wai, and the Capitol, the mass residential project in Tseung Kwan O. Contribution from 
property sales for 2nd half year is expected to be derived from the sale of residential units of The 
Capitol and Seasons Monarch in Hong Kong, The Riverside in the Mainland as well as several 
other property projects scheduled for completion. Based on forecasts by 9 analysts polled by 
Reuters Estimates, the property completions expected in the 2H08 should help Cheung Kong 
generate full-year profit of HK$13.65 billion. 

·  Investment property projects in 2H08 An investment property project in HK, 1881 Heritage, is 
scheduled for completion in 2H08 which is expected to further boosting the rental income. On hotel 
business front, The Apex Horizon, which was completed last year, will soon commence operation.  
Apart from that, Harbour Grand Hong Kong, of which Cheung Kong has a joint development 
interest, is scheduled for completion in 2H08.   

·  Contribution from Hutchison Whampao It is the first time that Cheung Kong©s first-half net 
earnings have surpassed Hutchison©s since 1998.  Market expects that the tough period for its 3G 
business would soon be over and is waiting for harvest time- the 3G business could break even in 
terms of EBIT by the end of 2008. Additionally, the news reported that the Management would 
recommend the board raise dividend payouts when its 3G business started to make money.  

·  Management is cautious on the market outlook It is surprised that dividend declared stayed the 
same, signalling that the Management is cautious on market outlook. Meanwhile, the Management 
cut its FY08 completion target by 35% to 850,000 sq m. However, market expects that Cheung 
Kong, having the 2nd largest land bank at 16.5m sq ft, can consistently deliver properties for sale.   

·  Not demanding valuation Positive catalysts of Cheung Kong include the completion of more than 
2 million sq. ft. of mainland properties in the next two years, a turnaround of the Hutchison’s 
earnings and the sales of the Hong Kong properties. The counter is currently trading at an all-in 
discount of 26%. If strips out the value of Hutchison from its trading at a discount of 51% which is 
substantially deeper than its historical average of 35% and the sector average of 30%. We suggest 
a “Buy” rating on the counter. 

 

Recommendation: Buy 
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Important Disclosure / Analyst Certification / Disclaimer 
 
This document is published by East Asia Securities Company Limited, a wholly-owned subsidiary of 
The Bank of East Asia, Limited (BEA).  
 
The research analyst primarily responsible for the content of this report, in part or in whole certifies 
that the views on the companies and their securities mentioned in this report accurately reflect his/her 
personal views. The analyst also certifies that no part of his/her compensation was, is, or will be, 
directly, or indirectly, related to specific recommendations or views expressed in this report.  
 
This report has been prepared solely for information purposes and has no intention whatsoever to 
solicit any action based upon it. Neither this report nor its contents shall be construed as an offer, 
invitation, advertisement, inducement or representation of any kind or form whatsoever. The 
information is based upon information, which East Asia Securities Company Limited considers 
reliable, but accuracy or completeness is not guaranteed. Information and opinions expressed herein 
reflect a judgment as of the date of this document and are subject to change without notice. Any 
recommendation contained in this report does not have regard to the specific investment objectives, 
financial situation and the particular needs of any specific addressee. This report is not to be taken in 
substitution for the exercise of judgment by respective readers of this report, who should obtain 
separate legal or financial advice. East Asia Securities Company Limited and / or The BEA Group 
accepts no liability whatsoever for any direct or consequential loss arising from any use of this report 
or further communication given in relation to this report.  
 
At time of this report, East Asia Securities Company Limited has no position in securities of the 
company or companies mentioned herein the report, while BEA along with its affiliates and/or 
persons associated with any of them may from time to time have interests in the securities mentioned 
in this report. BEA and its associates, its directors, and/or employees may have positions in, and may 
effect transactions in securities mentioned herein and may also perform or seek to perform broking, 
investment banking and other banking services for these companies.  
 
BEA and/or any of its affiliates may beneficially own a total of 1% or more of any class of common 
equity securities of the subject company or companies mentioned in this report and may, within the 
past 12 months, have received compensation and/or within the next 3 months seek to obtain 
compensation for investment banking services from the subject company or companies mentioned in 
the report. 
 
This document is not directed to, or intended for distribution to or use by, any person or entity who is 
a citizen or resident of, or located in, any locality, state, country or other jurisdiction, publication, 
availability or use would be contrary to law and regulation.   
  


