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SUMMARY OF THE FINAL RESULTS FOR THE YEAR ENDED 30TH JUNE 2007 
 

Final Results Highlights 
 

 FY2007  FY2006 y-o-y
 HK$ million  HK$ million Change
• Turnover  23,284.5  23,910.2 -2.6%
• Attributable operating profit 5,424.1 4,936.5 9.9%
• Other (charge)/ gains 1,651.1 (1,763.9) NA
• Share of results of associates 1,325.8  656.8  101.9%
• Share of results of jointly controlled entities 1,664.1  1,636.2  1.7%
• Fair value changes on investment 

properties 
1,263.9  1,462.9 -13.6%

• Profit before tax 6,670.0  3,505.7 90.3%
• Profit attributable to shareholders 4,312.9  1,059.8 307.0%
   
 HK$  HK$  
• EPS- Basic 1.17  0.30 290.0%
• DPS- final 0.25  0.20 25.0%
• DPS- full year  0.40  0.33 21.2%
 

• New World Development (NWD) reported a net profit of HK$4.32 billion for the fiscal year ended 
30th June 2007, up 307% y-o-y. The sharp increase in net profit included a HK$1.59 billion write-
back of provision for PrediWave Companies litigation. Excluding the write-back, recurring net 
profit was at HK$1.64 billion, or about a y-o-y drop of 7.3%, which was largely in-line with 
consensus estimates.   

 
• Turnover dropped 2.6% y-o-y to HK$23.28 billion as a result of lower property sales (down 74% y-

o-y to HK$1.542 billion) neutralizing increase in rental income in Hong Kong (up 5.6% y-o-y to 
HK$1.08 billion). All divisions, except for property development, showed strong improvement with 
decent y-o-y growth in operating profit. 

 
• Finance cost went up 5.23% y-o-y to HK$1.17 billion. As of 30th June 2007, total debt amounted to 

HK$39.478 billion, up 74.7% from HK$22.6 billion as at 30th June 2006. Net debt was at 
HK$24.08 billion while cash and cash equivalents on hand totalled HK$15.4 billion. Net gearing 
ratio of the Group increased to 30.7% (30th June 2006: 21.6%) following its acquisition of Taifook 
on 8th June 2007 which had net debt of HK$6.51 billion as at 30 June 2007. 

 
• EPS was HK$1.17 and a final dividend of HK$0.25 per share (2006:HK$0.2 per share) was 

declared (HK$0.01 in cash and HK$0.24 scrip dividend with cash option) making up the full-year 
dividend of HK$0.40 per share, up 21.2% y-o-y (2006: HK$0.33 per share).  
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Business highlights 
Breakdown of operating profit by activities (Including associated companies and jointly controlled entities) 

 Fiscal year ended 30th June 
 FY06/07 % FY05/06 % y-o-y 
 (HK$ million) (HK$ million) change 
Property development 588.0 10.8% 1,513.9 30.7% -61.2% 
Property investment 1,475.7 27.2% 1,206.5 24.4% 22.3% 
Infrastructure 1,117.1 20.6% 1,086.7 22.0% 2.8% 
Service 1,166.3 21.5% 741.4 15.0% 57.3% 
Hotel Operations 675.5 12.5% 425.5 8.6% 58.8% 
Department stores 247.0 4.6% 107.4 2.2% 130.0% 
Telecommunications 420.1 7.7% (75.2) -1.5% NA 
Other (265.6) -4.9% (69.7) -1.4% 281.1% 
Total 5,424.1 100% 4,936.5 100% 9.9% 
 
Property development 
• NWD’s share of Hong Kong property sales amounted to approximately HK$1.542 billion, down 

74% y-o-y. The property sales were mainly contributed by inventory sales from Deep Bay Grove, 
The Merton, The Grandiose and South Hillcrest. Two projects were launched, namely the Deep 
Bay Grove and Prince Ritz.  

 
Property investment 
• NWD’s gross rental income in Hong Kong amounted to HK$1,079.4 million, up 5.6% y-o-y.  The 

increase was mainly driven by stable and positive rental reversions and significant improvement in 
pedestrian flow in many shopping malls. Occupancy rate at New World Centre Shopping Mall 
reached 92% while New World Tower, Pearl City, Telford Plaza and the Edge recorded 
occupancy rate of close to 100%. 

 
Infrastructure 
• Expressways: average daily traffic flow of Guangzhou City Northern Ring Road reported an 11% 

growth. Toll income of Beijing-Zhuhai Expressway (Guangzhou-Zhuhai Section) soared by 28% 
during the year as benefited by the strong economic development of the Pearl River Delta Region. 
The combined average daily traffic flow of Shenzhen-Huizhou Roadway and Expressway 
increased by 13% y-o-y. 

• Energy: The performance of Zhujiang Power Plant was adversely impacted by more electricity 
imported from the Western Provinces. The increase in average tariff of 5% from the coal-link tariff 
adjustments helped neutralizing some of the decline.  

• Water: Macau Water Plant reported a 10% increase in average daily water sales volume while the 
Chongqing Water Plant and Shanghai SCIP Water Treatment Plants had an impressive growth of 
19% and 47% respectively in water sales volume. 

• Ports: Tianjin Five Continents International Container Terminal Co., Ltd., handled 1,988,000 
TEUs during the period and produced positive contribution. Xiangyu Terminals reported an 8% 
volume growth of 794,000 TEUs during the year. 

 
Service 
• The Hong Kong Convention and Exhibition Centre (HKCEC) recorded satisfactory result. ATL 

Logistic Centre recorded an average occupancy of 98%. NWD increased the shareholding in 
Taifook Securities to benefit from the buoyant stock market.  

 
Hotel 
• NWD’s Hotel in Hong Kong, namely Grand Hyatt Hong Kong, Renaissance Harbour View Hotel 

and Renaissance Kowloon Hotel, recorded an average occupancy of 83% and a 15% growth in 
the room rate.   
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Department stores 
• Profit attributable to shareholders was HK$302.8 million, up 92% y-o-y. Excluding the HK$58 

million exceptional gain from disposal, the growth was 55% y-o-y. Operating margin (excluding 
exceptional gain) was 30.1% (FY2006: 22.9%). 

• 7 new stores were opened in FY2007. NWD currently operates 29 stores in 15 cities on the 
Mainland and in Hong Kong with a total GFA of 867,180 sq. m. New World Department Stores 
has been listed on the Hong Kong Stock Exchange since 12 July 2007. 

 
Telecommunications 
• New World Telecommunications Ltd. reported a loss due to intense competition in the fixed-line 

telecommunications market.  
• NWD won the PrediWave litigation in December 2006 and a provision of approximately HK$1.59 

billion has been written back.  Management expected a total of HK$2 billion could be recovered; 
hence another HK$400 million could be coming in the next fiscal year. 

 
Outlook & Prospects 
� Local land bank NWD now has a land bank of 4.0 million sq. ft GFA for development and 20 

million sq. ft agricultural land reserve pending conversion. 7 million sq. ft of agricultural land are 
under negotiation with government on conversion.  

� Local property development projects A total of 3,600 flats (5 projects) are planned to be 
launched, namely namely Hunghom Peninsula, the Hanoi Road Redevelopment Project in Tsim 
Sha Tsui, Belcher’s Street Project in Western District, Ma Tin Road Project in Yuen Long and 6-10 
Black’s Link in Mid-Levels. Hung Hom Peninsula project, with 419,376 sq. ft. attributable GFA, will 
be launched soon. Meanwhile, The Prince Ritz project in Kowloon City launched last month is now 
about 40% sold. 

The Atrium Link expansion at HKCEC commenced in August 2006 and is expected to be 
completed in 2009. The expansion will increase HKCEC’s available space by 19,400 sq. m to 
83,400 sq. m. 

Grand Hyatt Hong Kong and Renaissance Harbour View Hotel expansion will begin next year 
adding another 230,000 sq. ft. No land premium is required to be paid. 

� China properties During the year, New World China Land (0917) (NWCL) sold properties 
amounting to 653,949 sq. m. GFA and generated RMB5.2 billion gross sales proceeds. The total 
inventory as at the end of FY07 went down to 331,000 sq. m. GFA. Management targeted 
completion of about 1 million sq. m. in FY08. NWCL holds landbank totalling 26.4 million sq. m. 
GFA, which is one of the largest among the Chinese property developers. 

� Discount to NAV is fair The counter is currently trading at a 21% discount to FY08E NAV of 
HK$29 (average historical discount is 30%). While the long-term growth will come from NWCL, 
the near-term catalyst would be from the Hanoi Road and Hung Hom Peninsula projects to be 
launched in the next few months.     

 
Recommendation: Hold 
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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.   
 


