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CHINA COSCO HOLDINGS COMPANY LIMITED (� � � � ) 
 

Sector : Transportation Chairman & CEO : WEI Jiafu 
HKSE code : 01919    
Market price : HK$15.78 (27/08/2008)    
HSI : 21,464.72 (27/08/2008)    
H shares issued : 2,580.6 million    
H-share market cap. : 40,721.9 million    
52 weeks High / Low : HK$40.80 / HK$12.60    

 

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

Interim Results Highlights 
 

 1H2008 1H2007 
(restated) y-o-y 

 RMB million RMB million Change 
·  Revenue  70,482.1 47,745.0 +47.6% 
·  Gross profit 19,324.6 9,385.7 +105.9% 
·  Fair value gain/(deficit) on put options in connection to 

CIMC share reform net of related expenses (^) - 82.0 -100.0% 
·  Operating profit before finance costs 18,948.8 8,710.4 +117.5% 
·  Share of results of jointly-controlled entities 431.2 351.1 +22.8% 
·  Share of results of associates 372.5 508.2 -26.7% 
·  Profit attributable to shareholders 15,122.2 7,227.7 +109.2% 
    
·  EPS – basic RMB1.4802 RMB0.8980 +64.8% 
·  DPS – interim - - N/A 
 

Remarks: (^ ) China COSCO’s 51%-owned subsidiary COSCO Pacific issued 424,106,507 put options to China International 
Marine Company (“CIMC”) shareholders in accordance to its A-share reform in 2006. The put options were expired on 23rd 
Nov 2007. 
 

·  China COSCO Holdings reported a sharp 109.2% y-o-y rise in net profit to RMB15.1 billion for the first 
half of 2008, driven by the dry bulk shipping segment as well as trading gain in freight forward 
agreements, which amounted to RMB1.16 billion in 1H08 (up more than 70% from 1H07). 

·  The Group’s revenue rose 47.6% y-o-y to RMB70.5 billion in 1H08, mainly driven by the dry bulk 
shipping segment amid robust dry bulk freight rates and volume. Cost of services rose 33.4% y-o-y to 
RMB51.2 billion on a higher shipping volume, leading to higher bunker costs and operating lease 
rental expenses. Overall, the Group’s gross profit jumped 105.9% y-o-y to RMB19.3 billion, while the 
gross profit margin increased by 7.8 percentage points to 27.4% in 1H08 from 19.7% a year earlier. 

·  EPS for the first half was RMB1.4802, compared with RMB0.8980 a year earlier. No interim dividend 
was proposed (1H07: nil). 

·  As of the end of the first half, China COSCO has total debts of RMB25.1 billion (31 Dec 2007: 
RMB19.3 billion). With cash on hand of RMB32.4 billion, China COSCO was in a net cash position of 
RMB7.2 billion as of 30 June 2008, down from a net cash of RMB18.3 billion as at the end of 1H07. 
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Business Review 

·  Breakdown of pre-tax profit: 
 1H2008 1H2007 (restated) 
 RMB million % RMB million % 

 
change 

Container shipping 1,011.1  5.1% 619.4  6.7% +63.2% 
Dry bulk shipping 17,207.0  87.1% 7,596.8  82.6% +126.5% 
Container terminal 556.6  2.8% 505.0  5.5% +10.2% 
Container leasing 467.3  2.4% 407.5  4.4% 14.7% 
Logistics 322.3  1.6% 259.5  2.8% 24.2% 
Other operations 253.0  1.3% 388.2  4.2% -34.8% 
Net fair value gain on CIMC options -   0.0% 82.0  0.9% -100.0% 
Net finance cost & other expenses  (64.3) -0.3%  (664.0) -7.2% -90.3% 
Total 19,752.9  100.0% 9,194.3  100.0% +114.8% 

·  China COSCO reported an 8.9% y-o-y rise in container shipping volume in 1H08 to 3.01 million 
TEUs. On average, container freight rates rose 2.7% y-o-y in the first half, down from a 6% rise 
recorded in 2007. Shipping rates in the trans-Atlantic & other international routes as well as the PRC 
routes saw better increase in 1H08, up about 14% and 28% y-o-y, respectively. The segment 
generated a pre-tax profit of RMB1.0 billion, up 63.2% from a year earlier. 

·  The dry bulk shipping segment, which China COSCO acquired from its parent during 2H07, 
continued to show robust growth in the first half. The dry bulk shipping volume totalled 136 million 
tonnes in 1H08, up a contained 4% y-o-y. However, driven by sharply higher dry bulk freights rates, 
the segment generated revenue of RMB38.9 billion, up a strong 88% y-o-y, which contributed most 
of the revenue growth of the Group. In fact, the segment’s result was also lifted by an unrealized 
gain on freight forward agreements (“FFAs” – a hedging tools against global dry bulk freight rates), 
which amounted to RMB1.16 billion in 1H08, up more than 70% from a year earlier. Overall, the 
segment contributed a pre-tax profit of RMB17.2 billion, up a stunning 126.5% y-o-y. 

·  Container terminals and related businesses, operated via COSCO Pacific, reported a 22.7% y-o-
y rise in throughput to 22.1 million TEUs in 1H08, driven by the newly operated and overseas ports.  
Profit contributed from the segment surged 10.2% y-o-y to RMB556.6 million in 1H08. Meanwhile, 
Florens Container Holdings, the container leasing arm of COSCO Pacific, reported a 14.7% y-o-y 
rise in earnings, thanks to a larger container fleet size. The logistics segment’s pre-tax profit 
contribution grew a solid 24.2% y-o-y in 1H08, driven by better logistics volume in home appliance 
and chemicals. 

Outlook & Prospect 

·  Shipping capacity expansion plan adjusted Accordingly to figures released from COSCO, 
capacity expansion plans in its container shipping fleet and dry bulk shipping fleet were adjusted to 
cope with demand & supply changes in the global seaborne transportation market. The Group has 
reduced the capacity plan for its container shipping fleet to 663,400 TEUs by 2010, down 1% from 
the previous target. For the dry bulk shipping segment, China COSCO is now planning to boost 
capacity to 19.936 million deadweight tonnes (DWT) by 2010, up nearly 2% from the original plan. 

·  COSCO captured strong dry bulk shipping rates in Q2 Management said, as of the end of 1H08, 
China COSCO has secured more than 76% of its 2008 dry bulk shipping capacity volume (in terms 
of operation days), with the average pricing (in terms of time-charter equivalent revenue per day) 
40% higher than the full-year average of 2007. Compared with the updates revealed by 
management in mid-April this year, the current average pricing level was even higher, which implied 
the Group has locked in more favourable time charter rental contracts during Q2 when global dry 
bulk freight rates set record highs in May. 

·  Dry bulk segment to stay the key growth driver Outlook for container shipping is turning weaker 
amid recession in the US / Europe and sluggish container shipping rates amid rising capacity. 
Nonetheless, the Group’s robust dry bulk segment would continue to deliver favourable results. 
Trading at undemanding 5.5x FY08E P/E, we give a “Hold” recommendation on the counter 
accordingly. 

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. 


