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Sector : Transportation Chairman  : CHEN Hongsheng 
HKSE Code : 01199   (effective 22nd July 2008) 
Market Price : HK$10.64 (25/08/2008)    
HSI : 21,104.79 (25/08/2008) Vice Chairman & : XU Minjie 
Shares Issued : 2,245.029 million Managing Director   
Market Cap. : HK$23,887.11 million    
52 weeks High / Low : HK$26.85 / HK$10.10    

 

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

Interim Results Highlights 
 

 1H2008 1H2007 y-o-y 
 US$ million US$ million Change 
·  Turnover 162.1 147.3 +10.0% 
·  Fair value gain/(net expense) on put options in connection to 

CIMC share reform net of related expenses 0.0 10.6 -100.0% 
·  Operating profit before finance costs 87.5 75.4 +16.1% 
·  Net finance costs (22.5) (14.5) +55.4% 
·  Share of results of jointly-controlled entities and associates 97.5 92.8 +5.1% 
·  Profit attributable to shareholders (including put options 

expense) 153.2 148.5 +3.1% 
·  Profit attributable to shareholders (excluding put options 

expense) 153.2 137.8 +11.1% 
    
·  Basic EPS (including put options expense) US¢6.82 US¢6.64 +2.7% 
·  DPS – interim HK¢27.40 HK¢24.90 +10.0% 
 

·  COSCO Pacific reported an unexciting 3.1% y-o-y rise in net profit to US$153.2 million for the six 
months ended 30th June 2008, mainly due to the absence of a fair value gain of put options related to 
CIMC share reform reported during 1H07. Excluding fair value gain of the put options in 1H07, the 
Group’s net profit would have been up by 11.1% y-o-y. 

·  Turnover grew 10.0% y-o-y to US$162.1 million in 1H08 from US$147.3 million a year earlier, mainly 
driven by the Group’s container terminal operations, as growth in container throughput stayed intact 
and newly operated terminals started to contribute.  

·  Cost of sales amounted to US$77.7 million in 1H08, down 3.2% y-o-y, amid a drop in the number of 
containers disposed of during the period. As a result, the Group’s gross profit margin improved to 
52.1% in 1H08 from 45.5% a year earlier. 

·  Basic EPS was US¢6.82, up from US¢6.64 a year earlier. An interim dividend of HK¢27.4 (1H07: H 
K¢24.9) per share was proposed. It represented a payout ratio of 51.5% for 1H08, little changed from 
1H07 (based on EPS excluding the CIMC put option-related fair value gain). 

·  Share of profits of jointly controlled entities (“JCE”) amounted to US$59.7 million in 1H08, up 7.1% y-
o-y, thanks to profit contribution from COSCO Logistics as well as container terminals in the Mainland. 
Shares of profits of associates rose 2.1% y-o-y to US$37.8 million in the first half, as the Group’s 
overseas investment started produce a decent profit contribution during 1H08, which helped offset 
the absence of profit from Chong Hing Bank (HKEx: 01111) after its disposal in 2H07. 
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·  As of 30 June 2008, the Group had total debts of US$1.35 billion (31 Dec 2007: US$$914 million), 
following the completion of a US$440 million club loan in April 2008. With cash on hand totalling 
US$190.9 million, the Group’s net debt-to-shareholders’ equity ratio jumped to 42.4% at the end of 
1H08 from 19.4% as of 31 Dec 2007. 

 
Business Review 

·  Breakdown of pre-tax profit in terms of business segments: 
 1H2008 1H2007 
 US$ ‘000 % US$ ‘000 % 

 
Change 

Container terminal & related businesses       77,974  48.0% 64,279  41.8% +21.3% 
Container leasing, container management 

& related businesses       65,580  40.3% 52,628  34.2% +24.6% 
Container manufacturing       29,126  17.9% 29,626  19.3% -1.7% 
Logistics       16,229  10.0% 11,113  7.2% +46.0% 
Non-cash items related to CIMC options               -   0.0% 10,629  6.9% -100.0% 
Net corporate income/ (expenses)        (3,817) (2.3%)  (42) (0.0%) +8,988.1% 
Net financial income/ (cost)      (22,498) (13.8%)  (14,475) (9.4%) +55.4% 
Total     162,594  100.0% 153,758  100.0% +5.7% 

·  Pre-tax profit of the container leasing segment surged 24.6% to US$65.6 million in 1H08, thanks to 
a larger container fleet capacity. As of 30 June 2008, the container fleet owned and managed by the 
Group’s 100%-owned unit Florens Container Holdings consisted of 1,632,356 TEUs, up 16.8% from 
a year earlier. Utilization rate of the Group’s container fleet stood at 94.3% in 1H08, slightly down 
from 94.6% in 1H07 but higher than industry average of 93.4%. 

·  Container terminals that COSCO Pacific held interests reported a total throughput of 22.09 million 
TEUs in 1H08, up 22.7% y-o-y, thanks to the newly operated berths and newly added berths in Suez 
Canal Terminal of Egypt. Container throughput in overseas terminals amounted to 2.35 million TEUs 
in 1H08, which accounted for 10.7% of the Group’s total, up from 4.3% in 1H07. Pre-tax profit of the 
segment remained the largest contributor, with earnings up 21.3% y-o-y to US$78.0 million. 

·  The 49%-owned COSCO Logistics reported a 46.0% y-o-y rise in pre-tax profit in 1H08, accounting 
for 10.0% (1H07: 7.2%) of the Group’s total, driven by strong logistic volume of home appliances 
and chemicals. The container manufacturing segment saw a 1.7% y-o-y dip in pre-tax profit 
contribution, mainly dragged by weaker profit margins on rising raw material costs. 

Outlook & Prospect 

·  Port investment in Greece COSCO Pacific announced in June 2008 that it was selected by Greece 
as the provisional awarded bidder for the container terminal Pier 2 & 3 of its Piraeus Port with a 
bidding price of Euro498 million and concession period of 35 years. COSCO Pacific plans to expand 
the capacity of Pier 2 from 1.6 million TEUs to 2.6 million by 2012 and develop the new Pier 3 into a 
terminal with capacity of 1.1 million TEUs by 2015. The project is of similar scale to the Group’s 
operations in Belgium and Egypt. The key difference is the Group will hold a controlling right in the 
new project, rather than minority interest. Such business strategy of expanding abroad with 
controlling stake would be the key focus for COSCO Pacific in the coming years. 

·  Higher finance costs ahead The Group is gearing up its financial position for future port 
acquisition, with its net debt-to-shareholders’ equity ratio up substantially during 1H08, which would 
incur higher finance costs (up a net 55% y-o-y in 1H08) in the next couple of years. 

·  Expansion during global slowdown to offer good value in long run The Group is turning more 
aggressive in overseas expansion in order to transform into a global port operator. With such 
expansion strategy, the Group may see pressure on its bottom line in the near term amid global 
economic slowdown, but it is expected to offer good value in the long run. Trading at 10x FY08E 
P/E, the counter’s valuation is not too demanding and we accordingly give it a “Hold” 
recommendation. 

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). 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 
and / its associated or affiliated companies may from time to time have interests in securities of the 
company or companies mentioned herein. 
 
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. Opinions expressed herein 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. 


