
EAST ASIA SECURITIES COMPANY LIMITED 
9/F, 10 Des Voeux Road Central, Hong Kong. 
Dealing:  3608 8000    Research:  3608 8098    Facsimile:  3608 6132 

 
 
 

 
 

 
HONG KONG RESEARCH 

Analyst: Kelvin Li                                                                          28th August 2008 

This report has been prepared solely for information purposes and we are not soliciting any action based upon 
it. Neither this document 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 we consider 
reliable, but accuracy or completeness is not guaranteed. Opinions expressed herein are subject to change 
without notice. At time of this report, East Asia Securities Company Limited has no position in securities of the 
company or companies mentioned herein, while its group companies may from time to time have interests in 
securities of the company or companies mentioned herein. 
 

PETROCHINA COMPANY LIMITED (� � � � � � � ) 
 

Sector : Energy & Petroleum Chairman : JIANG Jiemin 
HKSE Code : 00857    
Market Price : HK$10.30 (27/08/2008)    
HSI   : 21,464.72 (27/08/2008)    
H Shares Issued : 21,098.9 million    
H-share Market Cap. : HK$217,318.6 million    
52-week Hi / Lo : HK$20.25 / HK$9.01    

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

Interim Results Highlights 
   
 1H2008 1H2007  
 RMB million RMB million Change 
·  Turnover 549,522 392,726 +39.9% 
·  Operating profit  77,764 109,130 -28.7% 
·  Profit attributable to shareholders 53,615 81,830 -34.5% 
    
·  EPS – Basic RMB 0.29 RMB 0.46 -37.0% 
·  Interim DPS RMB 0.131827 RMB 0.205690 -35.9% 
 
 

·  PetroChina reported a 34.5% y-o-y drop in net profit to RMB53.6 billion for the first half of 2008, 
below market expectation of RMB55 billion, mainly dragged by a huge loss in the refining & market 
segment as well as the special oil levy imposed on domestic crude oil output.  

·  PetroChina produced 434.5 million barrels of crude oil in 1H08, up 3.5% y-o-y. For the first half, oil 
output comprised 397 million barrels (91.4%) of domestically produced crude oil and 37.5 million 
barrels (8.6%) from overseas production, up 0.6% and 50.0% y-o-y, respectively.  

·  Output of PetroChina’s marketable natural gas totalled 923 billion cubic feet (bcf), up 15.7% y-o-y, 
of which 96.4% was produced domestically and 3.6% from overseas. Overall, PetroChina’s output 
of crude oil and natural gas amounted to 588.4 million barrels of oil equivalent (BOE), up 6.5% y-o-
y. The Group’s average realized crude oil price for 1H08 was US$93.45 per barrel in 1H08, up 
62.0% y-o-y from US$57.69 a barrel a year earlier. 

·  PetroChina’s turnover grew a robust 39.9% y-o-y to RMB549.5 billion in 1H08. However, due to 
rising raw material costs and a jump in oil windfall tax (a special levy on domestic oil output 
imposed since 2006), operating expenses surged 66.3% y-o-y to RMB471.7 billion. As a result, 
operating profit of the Group tumbled 28.7% y-o-y. 

·  EPS for 1H08 was RMB0.29 (1H07: RMB0.46). An interim dividend of RMB0.132 (1H07: 
RMB0.206) per share was proposed, leading to a stable payout ratio at about 45%. 

·  Gearing ratio (debt to capitalization ratio) of the Group was 8.4%, down from 9.5% a year earlier. 
PetroChina had total debts of RMB74.5 billion at the end of 1H08, up from RMB70.6 billion as of 31 
Dec 2007. As a result, PetroChina reported a net debt of RMB4.8 billion as of 30 June 2008, 
compared with a net cash of RMB12.9 billion as at the end of 2007. 
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Business highlights 

·  Breakdown of operating profit by business segments:  
 1H2008 

(RMB million) % 
1H2007 

(RMB million) % 
 

Change 
Exploration and Production 130,231  167.5% 96,436  88.4% 35.0% 
Refining and Marketing (59,015) (75.9%) 3,925  3.6% -1,603.6% 
Chemicals and Marketing 6,714  8.6% 5,398  4.9% 24.4% 
Natural Gas and Pipeline 8,396  10.8% 6,128  5.6% 37.0% 
Other (8,562) (11.0%) (2,757) (2.5%) 210.6% 
Total 77,764 100.0% 109,130 100.0% -28.7% 

 
·  The exploration and production segment reported a 54.3% jump in total turnover (including inter-

segment sales) to RMB316.9 billion in 1H08, thanks to a 62% jump in realized oil prices. The 
segment’s operating expenses surged a sharp 71.3% y-o-y, driven by a special oil levy of RMB47.8 
billion charged during 1H08, which was up 2.2 times from a year earlier. Overall, operating profit of 
the segment rose 35.0% y-o-y to RMB130.2 billion.  

·  The refining and marketing segment posted a record operating loss of RMB59.0 billion in 1H08, 
compared with a profit of RMB3.9 billion in 1H07, due to unparallel rise in refined product price in 
the Mainland when compared with crude oil prices. In order to compensate for the loss under the 
rigid refined oil pricing mechanism in the Mainland, the Chinese government has granted 
PetroChina a subsidy of RMB4.57 billion. During 1H08, PetroChina processed 425.7 million barrels 
of crude oil, up 4.3% y-o-y, and produced 36.8 million tonnes of refined oil products, up 3.5% y-o-y. 
As a result, the Group’s refining yield dipped to 92.7% in 1H08 from 93.2% in 1H07. 

·  The chemicals and marketing segment reported an operating profit of RMB6.7 billion in 1H08, up 
24.4% from a year earlier, thanks to better product prices and sale volume. The natural gas and 
pipeline segment reported a solid 37.0% y-o-y rise in operating profit to RMB8.4 billion, mainly 
driven by increased sales volume and gas transmission via the Group’s gas pipelines.  

Outlook & Prospect 

·  Reserve estimate in Longgang Gas Field to be announced in Oct According to PetroChina, the 
Longgang Gas Field has a “conservative” preliminary reserve estimate of 300 billion cubic metres 
(bcm), and PetroChina is expected to issue official estimate by October this year. Meanwhile, 
sources said the Longgang reserve is comparable to the size of Jidong Nanpu oil field found last 
year, and the “final” reserve estimate of the field could reach as high as 1,000 bcm. 

·  Acquiring majority stake in CNPC (HK) (HKEx: 00135) PetroChina released along with its 
interim results that it would acquire a 51.89% stake in CNPC (HK) from its parent CNPC for HK$7.6 
billion. PetroChina is planning to explore opportunities with CNPC (HK) in city gas and other natural 
gas business in the end-user / retail market level in China. 

·  Refining segment to see further pressure in Q3 Similar to Sinopec, PetroChina would see 
further weakness in its refining segment in Q3, as the oil procurement cost would jump further in 
the quarter due to a one-month time lag in cost-fixing when compared with international oil prices. 

·  Pending reserve updates to lend support to share price PetroChina experienced serious 
pressure on its refining segment during 1H08 amid sharply higher crude oil prices. Nonetheless, 
PetroChina did not see the same kind of free cash flow pressure in Sinopec, as its oil production 
continued to generate a robust cash flow during 1H08, and so the company could keep its focus on 
reserve exploration. In the next few quarters, PetroChina is expected to deliver further updates on 
its discoveries and reserve estimate in Jidong and Longgang, which should lend support to its 
share prices.  

Recommendation: HOLD 
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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. 
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