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CHINA COMMUNICATIONS CONSTRUCTION COMPANY LIMITED (� � � � � � ) 

 

Sector : Transportation Chairman : ZHOU Jichang 
HKSE Code : 01800    
Market Price : HK$7.15 (18/09/2008)    
HSI : 17,632.46 (18/09/2008)    
Total shares Issued : 14,825 million    
H-share Mkt. Cap. : HK$105,998.7 million    
52 weeks Hi/ Lo : HK$25.40 / HK$6.26    

 

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

Interim Results Highlights 
  

 1H2008 1H2007  
 RMB million RMB million Change 
·  Turnover 75,749 58,674 +29.1% 
·  Gross profit 7,460 6,474 +15.2% 
·  Operating profit 4,174 4,793 -12.9% 
·  Attributable profit to shareholders 2,200 2,744 -19.8% 
    

 RMB RMB  
·  EPS – basic 0.15 0.19  -21.1% 
·  DPS – interim  - - N/A 
 

·  China Communications Construction (“CCC”) reported a worse -than-expected 19.8% y-o-y drop in net 
profit to RMB2.2 billion for the first half of 2008, dragged by rising costs and thinner profit margin, as 
well as loss from foreign exchange hedging. The Group reported an unrealized foreign exchange 
hedging loss of RMB251 million in the first half, compared with a gain of RMB181 million in 1H07. 

·  CCC’s bottom line was also affected by lower compensation revenue for relocation of production 
facilities of one of its subsidiaries in connection with World Expo 2010 in Shanghai. Excluding the 
compensation revenue and its tax impact, CCC’s net profit would have been up by 1.5% y-o-y at 
RMB2.14 billion in 1H08. 

·  CCC’s growth momentum stayed intact with turnover up 29.1% y-o-y to RMB75.7 billion in 1H08, 
supported by its core infrastructure construction segment, dredging business and consolidation of 
results of its 55%-owned subsidiary Zhenhua Logistics for the first time. Total cost was up 30.8% from 
a year earlier, in line with the top-line. As a result, CCC’s gross profit margin dipped 1.19 percentage 
points from a year earlier to 9.85% in 1H08, while gross profit rose 15.2% y-o-y to RMB7.5 billion. 

·  EPS for 1H08 was RMB0.15, while no interim dividend was declared (1H07: nil). 

·  As of 30 Jun 2008, CCC had total debts of RMB54.1 billion (31 Dec 2007: RMB34.5 billion). With cash 
on hand of RMB22.7 billion, the net debt-to-shareholders’ equity ratio surged to 75.9% as at the end of 
1H08 from 26.6% by the end of last year. 

 

 



EAST ASIA SECURITIES COMPANY LIMITED 
 

 
 
 
 
 

 

China Communications Construction Company Ltd.                  2 
 

 

·  Breakdown of turnover in geographical terms: 
 1H2008 1H2007  
 RMB million % RMB million % Change 

Mainland China 61,545 81.2% 48,095 82.0% +28.0% 
Hong Kong and Macau 1,043 1.4% 1,348 2.3% -22.6% 
Other countries 13,161 17.4% 9,231 15.7% +42.6% 
Total 75,749 100.0% 58,674 100.0% +29.1% 

 
Business highlights 

·  Breakdown of gross revenue by business segments: 
 1H2008 1H2007  
 RMB million % RMB million % Change 

Infrastructure construction          49,204  65.0%          39,263  66.9% +25.3% 
Infrastructure design            3,238  4.3%            2,835  4.8% +14.2% 
Dredging            8,681  11.5%            6,142  10.5% +41.3% 
Port machinery manufacturing          11,991  15.8%          10,206  17.4% +17.5% 
Other            3,971  5.2%               664  1.1% +498.0% 
Inter-segment elimination          (1,336) (1.8%)             (436) (0.7%) +206.4% 
Total 75,749 100.0% 58,674 100.0% +29.1% 

·  CCCC’s core Infrastructure construction segment reported a 25.3% y-o-y rise in revenue to 
RMB49.2 billion, as growth in the core (port, road & bridge) operations remained solid and the new 
business lines (railway & overseas market) continued to expand. Cost of sales increased 26.4% y-o-y 
on rising raw material and labour costs. As a result, the segment’s gross profit grew 12.2% y-o-y to 
RMB3.5 billion, accounting for 46.6% (1H07: 47.9%) of the Group’s total, while its gross profit margin 
narrowed to 7.1% from 7.9% a year earlier. 

·  The infrastructure design segment’s revenue rose 14.2% y-o-y to RMB3.2 billion in 1H08. Gross 
profit of the segment only increased a tepid 1.6% to RMB806 million, dragged by a 19.1% y-o-y rise in 
cost of sales on higher subcontracting and labour expenses. As a result, the segment’s gross margin 
weakened to 24.9% in 1H08 from 28.0% in 1H07.  

·  CCCC’s dredging operation registered the strongest growth amongst major business segments 
during the first half. Revenue jumped 41.3% y-o-y to RMB8.7 billion in 1H08. Nonetheless, due to 
higher subcontracting and raw material costs, the segment’s cost of sales surged 48.0% y-o-y, leading 
to an unexciting 9.2% y-o-y rise in gross profit to RMB1.2 billion in the first half.   

·  The Group’s port machinery manufacturing segment, operating via the 43.3%-owned Shanghai 
Zhenhua Port Machinery Company Ltd. (ZPMC) and the 100%-owned Shanghai Port Machinery Plant 
Co., Ltd. (SPMP), reported a 17.5% y-o-y rise in revenue to RMB12.0 billion in 1H08. Cost of sales 
increased 17.8% y-o-y, largely in line with the segment’s top-line growth despite higher upfront costs 
incurred in those relocated production facilities (in connection to the 2010 World Expo in Shanghai). 
Overall, gross profit grew 15.8% y-o-y to RMB1.7 billion, while its gross profit margin slipped to 14.4% 
in 1H08 from 14.6% a year earlier. In 1H08, CCCC received RMB123 million relocation compensation 
from the government, down from RMB636 million a year earlier. The segment’s operating profit 
tumbled 46.5% y-o-y to RMB1.1 billion in 1H08. 

·  Other businesses saw a nearly five-fold jump in revenue to RMB4.0 billion, as CCCC consolidated the 
results of 55%-owned Zhenhua Logistics (a freight forwarding and shipping agency company) in 1H08. 
Zhenhua Logistics was classified as a jointly controlled entity in 1H07. Gross profit from the segment 
amounted to RMB304 million in the first half, compared with RMB40 million a year earlier. 

·  In geographical terms, Overseas operations (HK, Macau and other countries) generated a revenue of 
RMB14.2 billion or 18.8% of the Group’s total, up 34.3% from RMB10.6 billion or 18.0% of the total a 
year earlier. It was mainly driven by infrastructure construction orders from the Middle East and Africa. 
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 Outlook & Prospects 

·  Higher CAPEX to boost capacity and invest in BOT projects Capital expenditure for the first half 
amounted to RMB8.4 billion, up 58.1% from RMB5.3 billion in 1H07. Most of the rise attributed to the 
dredging segment, as the Group acquired new dredgers to strengthen its dredging capacity. CAPEX 
for the infrastructure construction segment rose 13.5% y-o-y to RMB2.0 billion, as CCC continued to 
take part in BOT (build, operate & transfer) projects. For the port machinery manufacturing segment, 
CAPEX grew 35.7% y-o-y to RMB3.6 billion, as the Group continued to expand the operation of 
offshore heavy machinery manufacture. 

·  Corporate bond issuance CCC is planning to issue 5- to 10-year corporate bonds, raising as much 
as RMB15 billion. The proceeds would be used for BOT projects. The bond issuance should help with 
CCC’s financing need, lessening the possibility of equity financing. 

·  Bank credit line secured In June, CCC signed an agreement with HSBC China that HSBC will apply 
a maximum amount of credit line of US$1.2 billion to CCC which mainly used for current capital, 
capital expenditure, guarantee letters, import and export bills, foreign exchange, etc, which should 
help support CCC’s ongoing overseas expansion strategy.  

·  Profit margin in dredging seen improving in 2H08 Profit margin of the Group’s dredging segment 
weakened during the first half due to a higher portion of low-end projects in its product mix and heavier 
reliance of subcontracting. Higher fuel costs also depressed its profit margin. Nonetheless, as another 
six mega-sized dredgers are scheduled to join the Group’s dredging force following the 
commencement of four dredgers in 1H08, the segment’s profit margin is seen improving in the 2nd half.  

·  Port machinery product first enters Japan The Group’s 43%-owned ZPMC signed 12 rubber-tyred 
gantry cranes (RTG) supply contract with Yokohama Port in Japan. This is the first time that China’s 
large port machinery product has entered Japan’s market. Up to now, ZPMC has established its global 
presence in 71 countries and regions. 

·  Business scale expansion slows down a bit in 1H08 Thanks to persistent economic growth in the 
Mainland and strong overseas orders, CCC continued to report decent growth in its business scale 
during the first half. 

New contract value signed in 1H08 & backlog contract value as of 30/06/2008: 

(RMB billion) New contract y-o-y chg Backlog contract h-o-h chg 
Infrastructure construction 93.8 +31.9% 200.4 +15.1% 
Infrastructure design 4.5 -6.3% 9.8 +2.5% 
Dredging 11.0 +27.6% 16.0 +6.6% 
Port machinery manufacturing 16.7 +2.0% 37.9 +9.4% 

We saw a drop in new infrastructure design contract in 1H08, as Beijing scaled down the size of 
infrastructure projects amid greater efforts in austerity measures as well as distortion from natural 
disasters. New orders for port machinery also posted a tepid 2.0% y-o-y rise in 1H08, dragged by 
rising RMB as well as heightening worries over economic outlook. In fact, new orders in the port 
machinery segment generally recovered from a h-o-h drop in 2H07, as 20% more new contract was 
signed when compared with 2H07. Backlog contract value for the core infrastructure construction and 
the dredging segments also reported contained growth in 1H08 – another sign showing the impact of 
monetary tightening during the first half. 

·  Start accumulating CCC’s first-half result was weak, due to rising raw material costs, a slowdown in 
economic growth in the Mainland amid monetary tightening, natural disasters as well as bearish 
outlook of global economy. Nonetheless, we also note that some one-off items (e.g. lower relocation 
compensation from government) and change in accounting arrangement (result consolidation of 
Zhenhua Logistics) also led to the unimpressive results when compared with that of 1H07. For the 
second half, the Group would strive to enhance its operating efficiency, while infrastructure spending 
is seen picking up pace as Beijing is moving its policy focus on maintaining growth momentum. 
Trading at 14x FY08E P/E, valuation of CCC is undemanding and we recommend a “Buy” on the 
counter.  

Recommendation: BUY 
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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.  
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BEA and/or any of its affiliates may beneficially own a total of 1% or more of any class of common 
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