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

Interim Results Highlights 
 

 1H2008 1H2007  
 HK$ million HK$ million Change 
·          Turnover  11,372 11,607 -2.0% 
·          Finance costs  (664)          (846) -21.5% 
·       Share of results of jointly controlled entities and 

associates 
(7)              (1) 600% 

·          Profit before tax 1,105 1,452 -23.9% 
·          EBITDA 3,436 3,609 -4.8% 
·          Attributable profit 656 822 -20.2% 
    
 HK¢ HK¢  
·          EPS – Basic 9.68 12.16 -20.4% 
·          Interim DPS 7          6.50  7.7% 
 
 

·  PCCW reported a 20.2% y-o-y drop in attributable profit to HK$656 million in 1H08, which was 
largely in-line with market expectations. The drop was due to a sharp decline in earnings from its 
property arm, Pacific Century Premium Developments (00432). 

·  Core revenue increased by 13% to HK$10.753 billion and consolidated revenue including PCPD 
dropped 2% to HK$11.372 billion, reflecting lower recognition of property development revenue. 
Core EBITDA increased by 10% to HK$3.364 billion and consolidated EBITDA including PCPD 
dropped by 5% to HK$3.436 billion. Core segment results and consolidated segment results were 
HK$1.637 billion and HK$1.702 billion, respectively. Core EBITDA margin stood at 31.3%, down 
one percentage point y-o-y from 32.3%. 

·  EPS was down 20.4% y-o-y at HK¢9.68. An interim dividend of HK¢7 per share was proposed, up 
7.7% from HK¢6.50 1H07. The payout ratio was 72.3% (1H07: 53.5%).  

·  As at 30 June 2008, gross debt amounted at HK$27.373 billion (31/12/2007: HK$25.774 billion), 
while cash and cash equivalents amounted at HK$4.075 billion (31/12/2007: HK$3.678 billion). 
The net debt-to-EBITDA ratio was 3.3x. Group capital expenditure amounted at HK$1.305 billion 
(1H07: HK$1.036 billion).  
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Business highlights 

Breakdown of turnover 

  1H2008  1H2007 
  HK$ million % HK$ million % Change 
Telecom services (TSS) 8,551 75.2% 7,706 66.4% 11.0%
TV & Content 1,039 9.1% 715 6.2% 45.3%
Mobile 857 7.5% 668 5.8% 28.3%
PCCW Solutions 900 7.9% 826 7.1% 9.0%

Other Business 43 0.4% 165 1.4% -73.9%

Eliminations (636) -5.6% (573) -4.9% 11.0%
PCPD 618 5.4% 2,100 18.1% -70.6%

Total 11,372 100.0% 11,607 100% -2.0%

 

Breakdown of EBITDA 

 1H2008 1H2007  
 HK$ million % HK$ million % Change 
Telecom services (TSS) 3,549 103.3% 3,431  95.1% 3.4% 
TV & Content (40) -1.2% (74) -2.1% -45.9% 
Mobile 108 3.1% (56) -1.6% N/A 
PCCW Solutions 82 2.4% 102  2.8% -19.6% 
Other Business (335) -9.7% (335) -9.3% 0.0% 
PCPD 72 2.1% 541  15.0% -86.7% 
Total 3,436 100% 3,609  100% -4.8% 

 
 

·  Telecommunications services (TSS) Revenue rose by 11% y-o-y to HK$8.551 billion while 
EBITDA only rose by 3% y-o-y to HK$3.549 billion. EBITDA margin for this segment was 41.5%, 
down further from 44.5% in 1H07. Revenue from local telephony services dropped 3% to 
HK$2.284 billion, partly due to the lower revenue from leasing of “last mile” local access lines by 
other fixed-line network operators. Total fixed lines in services at end of June 2008 maintained at 
approximately 2,593,000 with firm APRU. Local data services saw revenue up 9% y-o-y to 
HK$2.415 billion, driven by improvements in both consumer and business broadband network 
revenues. The total broadband access lines grew 8% y-o-y to 1,275,000 lines. International 
telecommunications services revenue increased by 20% y-o-y to HK$1.911 billion, led by the 
growth in wholesale traditional and IP-based international connectivity and voice services.   
Average retail IDD rates were higher during the period, which offset the impact from the 4% 
decrease in retail IDD minutes.   

·  TV & content Revenue from this segment surged 45 % y-o-y to HK$1.039 billion. As of 30 June 
2008, total NOW TV subscribers reached 927,000, up 13% y-o-y, with the paying base reached 
668,000. ARPU climbed 28% from the end of June in 2007 to HK$213 per month. Hence, 
LBITDA (Loss before interest income finance cost tax and depreciation, amortisation) of this 
segment improved further by 46% y-o-y to HK$40 million. 

·  Mobile This division registered revenue of HK$857 million, up 28% y-o-y, reflecting a growing 3G 
customers base and increase in ARPU. Total mobile subscribers base increased 23% y-o-y to 
1,176,000 at end of 1H08 while 3G ARPU increased by 3% from the end of FY07 to HK$222 at 
end of 1H08. After achieving EBITDA breakeven in 2007, mobile earnings continued its upward 
path and generated a positive EBITDA of HK$108 million in 1H08. 
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·  PCCW solutions Revenue from this segment increased 9% y-o-y to HK$900 million. The solid 
revenue growth was driven by the continued growing demand for IT solution services from both 
the public and private sectors in Hong Kong and Mainland China, and the success in securing 
contracts from new clients and expanding relationships with existing clients. The segment booked 
HK$82 million of EBITDA, compared with HK$102 million in 1H07, down 19.6% y-o-y. 

·  PCPD Revenue dropped 71% y-o-y to HK$618 million, mainly due to lower revenue recognized 
from property completion from the Bel-Air project. 

·  Other Business Other Businesses primarily includes the Group’s wireless broadband business in 
the United Kingdom and all corporate support functions. Revenue from Other Businesses 
dropped 74% y-o-y to HK$43 million largely due to the Group’s disposal of its entire interest in a 
telecommunications business in Taiwan in 2007. 

 
Outlook & Prospects 
 
·  Sales of 45% of PCCW’s HKT Group PCCW has shortlisted potential bidders for HKT Group. 

Those shortlisted bidders will need to submit a final bidding proposal to PCCW in October 08.  An 
announcement will be made in late October 08 or early November 08.  PCCW announced in May 
08 that it would sell a 45% stake in HKT Group Holdings, which comprises its fixed-line, mobile 
and media businesses. PCCW will hold a 55% stake after the deal. Private equity funds, such as 
Apax Partners, Goldman Sachs and Carlyle Group of the US, are said to be on the list of bidders.  
Such deal could fetch up to HK$28 billion. Market is generally positive about the reorganisation, 
and expects PCCW to use the sale proceeds to pay off its debt.  

·  PCDC property development projects The sharp profit fall was mainly because the flats sold 
last year were still waiting for government certificates of compliance, or occupation permits in 
order to be booked as profits and revenues. Looking ahead, a project, in Central, is targeted for 
completion in 2009, while another project in Beijing©s Chaoyang district, with 210 luxury 
apartments, is scheduled for completion in 2010. PCCW’s long term projects, including, the resort 
complexes in Hokkaido in Japan and Phang-Nga in southern Thailand. 

·  Demanding valuation The counter is currently trading at a PER of 19.9X on FY09 EPS forecast 
is relatively demanding, as there are risks, such as, a further weakening of the EBITDA margin 
from the TSS division amid the fierce market competition in HK.  Moreover, there could be a delay 
in Now TV break-even in EBITDA due to its continuous investment in premium content and HDTV.  

 
Recommendation: Neutral  
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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.   
  


