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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  10,720  4,760 125.2% 
·  Operating profit 4,447  2,006 121.7% 
·  Increase in fair value of investment 

properties 
0  240 -100% 

·  Share of profits from associates and 
jointly controlled entities 

60  179 -66.4% 

·  Finance costs (263)                (267) -1.6% 

·  Attributable profit  2,305  1,365 68.8% 

 HK $ cents   HK $ cents   

·  EPS - Basic 29.8                            19.20  55.2% 

·  DPS - Interim  6                            5  20.0% 
 

 

·  China Overseas Land & Investment (“COLI”) posted a 68.8% y-o-y increase in net attributable profit to 
HK$2,305 million for the 6 months ended 30 June 2008 on strong properties sales in PRC. The result 
exceeded consensus forecasts. 

·  Turnover increased by 125.2% to HK$10,720 million, with PRC Property Development business of 
HK$9.38 billion, accounting for around 87.5% of the total turnover and representing an increase of 
126.6%.   

·  Operating profit from PRC Property Development amounted to HK$4 billion, an increase of 162.1% y-
o-y.  Development margin improved further to 47.9% from 44.4% a year earlier. 

·  Net gearing increased from 30.2% (at the end of 2007) to 57.5%.  As at 30 June 2008, the Group had 
bank balances and cash amounted to approximately HK$7.46 billion. 

·  EPS rose by 55.2% y-o-y to HK$29.8 cents and an interim dividend per share of HK$0.06 was 
proposed. Payout ratio was 20.1% in 1H08, decreasing from 26% in 1H07. 
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Business Highlights 

Breakdown of core operating profit (pre-revaluation gain) from continuing operations 

 

 (HK$ million) 1H 2008 % 1H 2007 % Change 
Property Development 4,330.6 98.1 1,528.5 79.6 183.3% 
Property Investment 89.3 2.0 293.6 15.3 -69.6% 
Infrastructure -0.1 0.0 9.4 0.5 -101.5% 
Other Operations 8.8 0.2 130.6 6.8 -93.2% 
Intra-group Eliminations -14.0 -0.3 -42.2 -2.2 -66.9% 
Total 4,414.5 100.0 1,919.8 100.0 126.6% 
 

Property development  

·  The turnover of the Group’s property development business in Mainland China was HK$9.38 billion, 
accounting for 87.5% of the total turnover and representing an increase of 126.6%.  The turnover of 
Hong Kong and Macau property development business increased by over 13 times to about HK$850 
million.  

·  Sales of properties in Mainland China amounted to HK$15.01 billion, an increase of 78.5%; GFA sold 
was 1,455,000 sq. m., an increase of 57.3%. A total of 13 projects were completed with a total GFA of 
853,000 sq.m., 82.2% of which was sold as at end of June 2008; 2 projects in Hong Kong were 
completed with a total GFA of 11,000 sq.m., 81.4% of which was sold as at end of June 2008. The 
Group’s sales of “property held for sale” was satisfactory with 167,000 sq.m. being sold for HK$2.14 
billion. 

Property Investment 

·  Turnover generated from the investment properties, including both external and inter-segment, 
increased 63.3% y-o-y to HK$97.8 million. Yet operating profit was HK$89.3 million, representing 
69.6% y-o-y drop as no change in the fair value of investment properties (In 1H07: HK$240 million). 

 

Outlook & Prospects 

·  Land replenishment for further growth In 1H08, COLI acquired 8 parcels of land in 6 cities in China 
with a total GFA of approximately 2.3 million sq.m. The pacels of land acquired are located in Suzhou, 
Hangzhou, Shanghai, Tianjin, Jinan and Zhuhai.  As at end of June 2008, the Group holds a total land 
bank of 24.78 million sq.m., up 40.3% y-o-y.  For the rest of the months in 2008, COLI aims at its 
annual target of acquiring not less than 4.5 million sq.m. new pacels of land in both emerging cities 
and prime locations in first-tier cities.   

·  High earning visibility as seen from contracted sales performance From Jan 08 to July 08, the 
total contracted sales of properties amounted to HK$17.74bn, up 60.7% y-o-y while the total GFA sold 
amounted to 1.64 million sq.m., up by 39.5% y-o-y. The real estate business in Bohai Rim Region 
maintained the strongest growth over the same period, with sales revenue and total GFA sold 
amounting to HK$4.32 billion and 450,000 sq.m., up 297.1% and 198.7% y-o-y, respectively. The 
Group keeps the annual contract sales target of 2.7 million sq.m., without cutting prices. In the coming 
four months, COLI will launch 32 new projects and relaunch 41 projects in the PRC, expecting to have 
higher average prices than those launched in the previous year. 

·  Prudent financial policy COLI’s net gearing ratio rose to 57.5% from 30.2% last year. The company 
expects the net gearing ratio to fall to 50% in 3Q08 after receiving proceeds from property sales. A net 
gearing ratio of below 40% is expected by the end of this year. 

·  Valuation A strong result even during the market consolidation stage, suggesting that COLI can 
demonstrate it as a market leader with attractive geographical exposure and strong execution ability. 
So far it has spent 52.1% of planned capex of HK$33 billion in 2008, which is pretty impressive.  The 
counter is trading at 15.4x FY08 PE, 11x FY09 PE and more than 10% premium to its NAV of HK$10. 
Valuation still looks rich and we thus recommend accumulate the counter at around HK$10.   

 

Recommendation: Accumulate on weaknesses 
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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.   
  


