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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 (including share of associates and jointly 

controlled entities) 
176,219 141,523 24.5% 

·  Change in fair value of investment properties 672 929 -27.7% 
·  Profit on disposal of investments and others 732 -890 -182.2% 
·  Earnings before interest and taxation (EBIT) 26,372 40,595 -35.0% 
·  Interest and other finance costs  (9,001)          (9,157) -1.7% 
·  Profit attributable to shareholders 10,688 28,759 -62.8% 
    
·  EPS (HK$) 2.51             6.75  -62.8% 
·  Interim DPS (HK$) 0.51             0.51  Unchanged 
   

·   Hutchison Whampoa Ltd. (“HWL”) reported a 62.8% y-o-y drop in net attributable profit to 
HK$10.688 billion for 1H08, beating an average forecast of HK$6.9 billion to HK$9.2 billion, on 
lower income from asset sales. Excluding the profits on property revaluation and disposal of 
investments and others for both periods, the profit attributable to shareholders improved 199%.  

 
·  Turnover (including share of associates and jointly controlled entities) increased 24.5% y-o-y to 

HK$176.219 billion.  
 

·   EBIT from established businesses registered 46.4% y-o-y growth to HK$30.55 billion.  
Boosted by surging oil prices, Husky replaced the ports business as the company's biggest 
earnings contributor, posting an 85% jump in operating profit to HK$8.54 billion. The energy 
division made up 28.0% of the Group's operating profit, followed by the port business with a 
22.4% contribution. The 3 Group’s LBIT reduced by 72% to HK$3.175 billion. However, total 
EBIT was down by 29.4% y-o-y to HK$32.053 billion. 

 

·   As of 30th June 2008, the consolidated net debt of the Group was HK$152.630 billion (31 Dec 
2007: HK$129.842 billion), while cash and cash equivalents was HK$117.729 billion (31 Dec 
2007: HK$111.307 billion). The net debt-to-net total capital ratio was 27% (31 Dec 2007: 26%). 
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·  Breakdown of turnover by business segments: 
 1H2008 1H2007  
Established businesses HK$ million % HK$ million % Change 

Ports and related services 19,576 11.1 17,758      12.5 10.2% 

Property and hotels 5,343 3.0 5,343     3.8 0.0% 

Retail 58.465 33.2 51,365            36.3 13.8% 

Cheung Kong Infrastructure 9,396 5.3 7,956     5.6 18.1% 

Husky Energy 32,964 18.7 15,364            10.9 114.6% 

Finance, investments and others 6,050 3.4 6,419       4.5 -5.7% 

Hutchison Telecommunications International 12,331 7.0 9,127      6.4 35.1% 

Sub-total (established businesses) 144,125 81.8 113,332     80.1 27.2% 

Telecommunications – 3 Group 32,094 18.2 28,191            19.9 13.8% 

Total 176,219 100.0 141,523 100.0 24.5% 

 
·  Breakdown of EBIT/(LBIT) (including associates and jointly controlled entities): 
 

 1H2008 1H2007  
Established businesses HK$ million % HK$ million % Change 

Ports and related services 6,854 22.4 5,760 27.6 19.0% 
Property and hotels 5,165 16.9 2,129 10.2 142.6% 
Retail 1,237 4.0 803 3.8 54.0% 
Cheung Kong Infrastructure 3,820 12.5 3,366 16.1 13.5% 
Husky Energy 8,543 28.0 4,619 22.1 85.0% 
Finance, investments and others 2,852 9.3 2,239 10.7 27.4% 
Hutchison Telecommunications International 2,079 6.8 1,953 9.4 6.5% 
Sub-total (established businesses) 30,550 100.0 20,869 100.0 46.4% 
Telecommunications – 3 Group (3,175)  (11,324)  -72.0% 
Change in fair value of investment properties 824  929  -11.3% 
Profit on disposals of investments and others 3,854  34,930  -89.0% 
Total EBIT 32,053  45,404  -29.4% 

 
·  Revenue from ports and related services grew 10.2% y-o-y to HK$19.576 billion. The combined 

container throughput increased 4% y-o-y to 32.8 million TEUs with y-o-y throughput growth 
recorded in a number of ports: 
 

o Westports in Klang, Malaysia, 17%; 
o Kwai Tsing terminals in HK, 5%; 
o Jakarta port container terminals in Indonesia, 14%; 
o Europe container terminals in Rotterdam, 5%; and  
o Panama ports container terminal in Panama, 12%; 

 

EBIT of the segment rose by 19% y-o-y to HK$6.854 billion, accounting for 22.4% of total profit 
contribution from the HWL’s established businesses. Excluding the one-off gain of HK$548 million 
from the disposal of 9% stake in Freeport Container Port and certain other investments in 2008, the 
recurring EBIT increased by 9%. 

 

·  Revenue from the property and hotels division was HK$5.343 billion, in line with 2007, and EBIT 
of HK$5.165 billion, up 143% y-o-y. Gross rental income was HK$ 1.627 billion, up 11% y-o-y, 
attributable to increased rental income from investment properties in Hong Kong and the Mainland, 
reflecting higher lease renewal rates. At 30 June 2008, the rental properties portfolio was 95% let.  
Development profits for the period were 182% higher than 1H 07. The hotel operations reported 
EBIT 5% lower than last year primarily due to lower results from Our Lucaya in the Bahamas, which 
was adversely affected by the downturn of the economy in the US. 
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·  The retail division reported a turnover growth of 14% y-o-y to HK$58.465 billion, mainly due to the 
growth of certain health and beauty operations in Europe, including Rossmann in Germany and 
Poland; the retail operations in the Asia region; and luxury perfumeries and cosmetics operations in 
the Benelux countries and the UK. EBIT of the segment jumped 54% y-o-y to HK$1.237 billion 
following a management restructuring and inventory reduction programme last year. Major 
contributions to EBIT growth were: - retail operations in the Asia region; health and beauty 
operations in Continental Europe; and luxury perfumeries and cosmetics operations in the Benelux 
countries and the UK. The retail division contributed 41% and 4% respectively to the total revenue 
and EBIT of the Group’s established businesses for the period. 

 
·   Cheung Kong Infrastructure contributed 5.3% and 12.5% respectively to the HWL’s turnover and 

established-businesses’ EBIT. CKI posted a net profit of HK$2.33 billion for 1H08, up 15% y-o-y.  
 
·   Husky Energy, an associated company listed in Canada, reported sales and operating revenues 

of C$12.3 billion and net earnings of C$2.3 billion, 92% and 64% above the comparable period last 
year respectively, mainly due to higher oil prices. Average total production was 354,700 barrels of 
oil equivalent per day (“BOEs per day”) compared to 384,600 BOEs per day in 1H07. Husky 
contributed 28% respectively to the HWL’s established-businesses’ EBIT. 

 
·  EBIT from Finance and investments, which represents returns on cash and liquid investments, 

totalled HK$2.852 billion, up 27% y-o-y due to the one-time profits on disposal of certain listed 
equity investments of HK$994 million. This segment constituted 9.3% of total EBIT contribution 
from the HWL’s established businesses. 

 
·  Its 2G telecom business Hutchison Telecommunications International (HTIL) announced 

turnover from continued operations for the period of HK$11.76 billion, a 22% increase over the 
same period last year, and profit attributable to shareholders of HK$1.165 billion. The current 
period’s result compares to a profit attributable to shareholders of HK$57 billion in the same period 
last year, after excluding the results of the Indian operations which was sold in 2007. HTIL 
contributed 6.8% to HWL’s established-businesses’ EBIT. 

 
·  3 Group reported a 14% y-o-y increase in turnover to HK$32.094 billion on successful strategy of 

capturing contract customers, which accounted for 51% of the total customers in 1H08 (end of 
2007: 47%). Registered 3G customers increased 7% y-o-y to over 19.0 million worldwide.  Average 
revenue per user (ARPU) was €37.11 for 1H08, a decrease of 7% from €44.74 for FY07. This 
decline reflects the industry trends, regulatory imposed reductions in mobile termination rates in 
certain markets that 3 Group operates, and an increased proportion of mobile broadband 
customers added during the period. The weighted average per customer acquisition cost (CAC), on 
a 12-month trailing basis, continued to trend lower, dropping 17% from €170 for FY07 to €141 in 
1H08. Average monthly customer churn rate edged up slightly from 2.7% in 1H07 to 2.8% in 
1H08. Overall, Loss before interest and taxation (LBIT) from the 3 Group narrowed further to 
HK$3.175 billion from HK$11.324 billion in 1H07, representing a 72% contraction y-o-y. Meanwhile, 
it is reported that the improving results have continued to be helped by foreign exchange gains 
arising from loan refinancing (HK$2.945 billion in 1H08; HK$368million in 1H07). 
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Outlook & Prospect 
 

·  Losses in 3G businesses continued to narrow Despite concerns about the slowing European 
economy, the 3G business improvement is on track, driven by higher gross margins, lower costs, 
and reduced depreciation or amortisation, rather than top line growth. Management has targets of 
having positive monthly EBIT on a sustainable basis in 2H08, and full-year positive EBIT in 2009.  
Apart from that, investors expect that by 2010, Hutchison would have boosted its 3G subscribers to 
20 million, up from 14 million in 2008 as it is improving the quality of its customer base by focusing 
on higher-value (post-paid) customers. Additionally, investors would recommend the board raise 
dividend payouts when the 3G businesses started to make money.  

 
·  A lower EBIT growth in Ports division This segment will continue to suffer from lower throughput 

in 2008 on a global economic slowdown.  However, it is expected that a higher contribution of this 
to come through in 2H08 due to seasonality. Overall, a lower EBIT growth for Ports in FY2008 is 
likely to expect. 

 
·  Unlikely to have assets disposals Market suspects the possibilities of having assets disposals 

are low, given the unfavourable market conditions.  
 
·  Undemanding valuation The counter is currently trading at 33% discount to its NAV of HK$106.58 

which is the widest since SARS when it toughed at 40%. Valuation is undemanding as apart from 
the expectation of a positive monthly EBIT to be derived from its 3G businesses in 2H08, investors 
also expect the management to take advantage of the market corrections this year to actively seek 
acquisition opportunities for its core businesses.   

 
 
 

Recommendation: Buy 
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