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FINANCIAL REVIEW

Following the rebound in the market of international shipping industry
in 2017, COSCO SHIPPING International (Hong Kong) Co., Ltd.
(“COSCO SHIPPING International” or the “Company”) and its
subsidiaries (collectively the “Group”) continued to leverage on its
advantages in terms of professionalism and scale and proactively
edged up its marketing effort, therefore, the operating profit increased
by 9% to HK$144,907,000 (2017: HK$133,093,000). However, due
to a significant decrease in share of profits of joint ventures of
HK$42,618,000, profit attributable to equity holders of the Company
decreased to HK$184,034,000 (2017: HK$205,562,000),
representing a decrease of 10% as compared to the same period of
2017. The basic and diluted earnings per share was 12.01 HK cents
(2017: 13.41 HK cents), representing a decrease of 10% as
compared to the same period of 2017.

Revenue

For the six months ended 30th June 2018, the Group’s revenue
increased by 26% to HK$4,787,645,000 (2017: HK$3,809,258,000)
as compared to the same period of 2017. Revenue from the core
shipping services business increased by 25% to HK$4,479,223,000
(2017: HK$3,588,873,000) and accounted for 94% (2017: 94%) of
the Group’s revenue. The increase was attributable to increase in
segment revenues of coatings and marine fuel and other products.
Revenue of general trading segment increased by 40% to
HK$308,422,000 (2017: HK$220,385,000) and accounted for 6%
(2017: 6%) of the Group’s revenue.

Gross Profit and Gross Profit Margin

The Group’s gross profit for the period increased by 1% to
HK$305,636,000 (2017: HK$302,033,000) while gross profit margin
dropped to 6.4% (2017: 7.9%). The decrease in gross profit margin
was mainly attributable to the increase in revenue from the low-gross-
profit-margin marine fuel and other products as well as the decrease
in gross profit margin of coatings segment.

Other Income and Gains — Net

Other income and gains — net of HK$75,934,000 (2017:
HK$65,721,000) for the period primarily included net exchange gains
of HK$39,651,000 (2017: HK$46,895,000) and government subsidy
income of HK$12,229,000 (2017: Nil) recognised in respect of a
specific subsidy granted by the Shanghai Baoshan District

COSCO SHIPPING INTERNATIONAL (HONG KONG) CO., LTD. 2018 INTERIM REPORT
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TO THE BOARD OF DIRECTORS OF
COSCO SHIPPING INTERNATIONAL (HONG KONG) CO., LTD.
(incorporated in Bermuda with limited liability)

INTRODUCTION

We have reviewed the interim financial information set out on pages
22 to 67, which comprises the condensed consolidated statement of
financial position of COSCO SHIPPING International (Hong Kong)
Co., Ltd. (the “Company”) and its subsidiaries (together, the “Group”)
as at 30 June 2018 and the condensed consolidated income
statement, the condensed consolidated statement of comprehensive
income, the condensed consolidated statement of changes in equity
and the condensed consolidated statement of cash flows for the six-
month period then ended, and a summary of significant accounting
policies and other explanatory notes. The Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited require
the preparation of a report on interim financial information to be in
compliance with the relevant provisions thereof and Hong Kong
Accounting Standard 34 “Interim Financial Reporting” issued by the
Hong Kong Institute of Certified Public Accountants. The directors of
the Company are responsible for the preparation and presentation of
this interim financial information in accordance with Hong Kong
Accounting Standard 34 “Interim Financial Reporting”. Our
responsibility is to express a conclusion on this interim financial
information based on our review and to report our conclusion solely
to you, as a body, in accordance with our agreed terms of
engagement and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
BRI AT T BT - B IRK TR T #1 : +852 2280 8888 » H I : +852 2810 9888 * www.pwehk.com

FIERBERER(EB)ERAT 2018 FHREE
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FINANCIAL INFORMATION
MEEH
CONDENSED CONSOLIDATED INCOME STATEMENT
IGEEE S 6
For the six months ended 30th June 2018 & Z - — \F XA =+H L/~ EA
Unaudited
R EGT

Six months ended 30th June
BZEANA=1THILAEA

2018 2017
—E-N\F —E—+F
Note HK$’000 HK$'000
B 2 FTER FAT
WA Revenue 6 4,787,645 3,809,258
85 6 AR Cost of sales (4,482,009) (3,507,225)
ER Gross profit 305,636 302,033
HEiwz & F|1§ — F8  Other income and gains — net 7 75,934 65,721
25 RN SR ERE Reversal of provision/(provision) for
BB (BH#) (b impairment of trade receivables, net of
(B&ts) /#1m)) (provision)/reversal 2,331 (1,705)
H fth e Uk TR (B B8 45 ¢ [@ Reversal of provision for impairment of
other receivables 17,815 —
HETH AR —MER  Seling, administrative and general
expenses (256,809) (232,956)
BESR R Operating profit 8 144,907 133,093
B 15 Wz Finance income 9 76,150 59,389
B 75 B AR Finance costs 9 (1,238) (3,311)
IR E — F 5 Finance income — net 9 74,912 56,078
JE{G A &% (FEE), Share of (losses)/profits of joint ventures
il (7,492) 35,126
J& {1 Bt & 2 &) g A Share of profits of associates 5,142 6,123
B 18 %4 A1 % R Profit before income tax 217,469 230,420
FRiSHER Income tax expenses 10 (29,026) (22,876)
HA 7 35 A Profit for the period 188,443 207,544
LR Profit attributable to:
ZAYNEIY- EESE N Equity holders of the Company 184,034 205,562
JE 122 ) 14 4 = Non-controlling interests 4,409 1,982
188,443 207,544
HNZA& AT #EZEZFA A Earnings per share attributable to
EEERER equity holders of the Company during
the period
— EAR RS Bl — basic and diluted, HK cents 11 12.01 13.41

FoBBEEGTAMM I AKRKLELA  The notes on pages 28 to 67 form an integral part of this unaudited
RETHBMBERMBXI S - condensed consolidated interim financial information.

FIERBERER(EB)ERAT 2018 FHREE
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MBEREH

CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

HHEFEEMBEMRRE
As at 30th June 2018 R=Z— N\FXA=+H

Unaudited Audited
R EFT KR ET
30th June 31st December
2018 2017
—E-N\F —ET—tF
AAH=tH +ZH=1+—H
Note HK$’000 HK$'000
B 5 FET FAET
BE ASSETS
ERBEE Non-current assets
BILEE Intangible assets 13 104,031 104,287
ME - e R Property, plant and equipment 13 318,451 331,038
BN HEHEER Prepaid premium for land leases 13 30,932 31,549
BREME . Investment properties 13 97,630 97,468
RELELENRE Investments in joint ventures 282,193 298,190
REtZ N A IEE Investments in associates 128,092 122,644
BRAVEBEBEMEE Financial assets at fair value through
Wesmtl BRI & E other comprehensive income 14 82,450 —
AHEEMBEE Available-for-sale financial assets 14 — 60,613
BEREREE Deferred income tax assets 50,870 54,156
FEMBTF K Non-current deposits 15 - 1,563
1,094,649 1,101,508
RBEE Current assets
T8 Inventories 378,853 450,923
g 5 & H 4 e Y 3k Trade and other receivables 16 1,705,956 1,528,869
AHEENBEE Available-for-sale financial assets 14 — 38,848
BAFEBBBERLE Financial assets at fair value through
MG EE . profit or loss 14 — 862
Y lel & B Fr A5 B Current income tax recoverable 3,139 4,283
PR Sl R 1715 3K Restricted bank deposits 1,779 1,794
MEFRANRES® R Current deposits and cash and cash
HEZEY equivalents 6,382,499 6,483,613
8,472,226 8,509,192
HMEE Total assets 9,566,875 9,610,700
& EQUITY
AAAERFEAEML Capital and reserves attributable to
BAK#E the Company’s equity holders
f% 25 Share capital 17 153,296 153,296
& Reserves 7,718,391 7,760,833
7,871,687 7,914,129
e = Non-controlling interests 301,188 299,471
R Total equity 8,172,875 8,213,600
= LIABILITIES
ERBEE Non-current liability
EEFSHARE Deferred income tax liabilities 65,669 64,829
B B 1 Current liabilites
ZHEMNT - 58 BER Trade payables, contract liabilities
 EL Al P8 A5 5K and other payables 18 1,221,076 1,311,362
EHREHAE Current income tax liabilities 24,228 20,909
EHEE Short-term borrowings 19 83,027 —
1,328,331 1,332,271
e E Total liabilities 1,394,000 1,397,100
HERREE Total equity and liabilities 9,566,875 9,610,700

Fo8EE6THMM I AKRKLEEE  The notes on pages 28 to 67 form an integral part of this unaudited
e EM B EREKES condensed consolidated interim financial information.

FIERBERER(EB)ERAT 2018 FHREE




27

FINANCIAL INFORMATION

MBEEH
CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
Fh— HH %Afﬁéngi
For the six months ended 30th June 2018 &Z—-Z— \F XA =+H L/~ EA
Unaudited
RELEF

Six months ended 30th June
BEANAB=THLAEAR

2018 2017
—E-N\F —E—tF
HK$’000 HK$’000
FET FAT
REKREZHNEERE Cash flows from operating activities
LEMANRE Cash used in operations (48,851) (170,475)
BB Income tax paid (20,422) (15,490)
REEHMANFERE Net cash used in operating activities (69,273) (185,965)
REREEHNRESRE Cash flows from investing activities
FEE@EA=@EAN Decrease in cash deposits with maturity over
bR /N AN three months 189,810 119,497
PR I SR 17 77 K38 0 Increase in restricted bank deposits = (1,131)
B U F 2 Interest received 45,809 38,083
M—REeahtERANER Advance of loan to a joint venture = (23,433)
B L& & WE R S Dividends received from listed investments 3,016 2,888
B—XAZ21EWERRE Dividend received from a joint venture 17 102,173
HEDE BRREMHE Net proceeds from sale of property, plant and
FTiS sk =58 equipment 6 15,266
BABEFEE Purchases of intangible assets (629) —
BAME  BBELKRE Purchases of property, plant and equipment (8,751) (1,296)
BAKEME Purchases of investment properties (523) —
W —RMBE AR A FIRS  Netcash used in acquisition of a subsidiary - (30,277)
REEBESMEENFRE Net cash generated from investing activities 233,755 221,770
RERMEIBNREERE Cash flows from financing activities
RERITE R Drawdown of a bank loan 36,687 =
—XEZRNEQTIRMENER  Loan from a fellow subsidiary 48,916 —
B2 1 B 7 Bk AR Finance costs paid (1,205) (3,311)
MARNBIERETEA A Dividends paid to the Company’s equity
SR E holders (183,955) (160,960)
) JE 2 i) M A s ST A AR B Dividends paid to non-controlling interests - (38,516)
BEFEDMANTES Net cash used in financing activities (99,557) (202,787)
HERBRELEYE M R 4) Netincrease/(decrease) in cash and cash
FEE equivalents 64,925 (166,982)
By RERBESEEY Cash and cash equivalents at the beginning of
the period 983,649 1,281,883
He MBS EEYIER Exchange gains on cash and cash equivalents
M7 1,157 14,043
HREERESEEY Cash and cash equivalents at the end of the
period 1,049,731 1,128,944
iﬁ S NBEEFEEMON Analysis of cash and cash equivalents
BIEFUARESNIESZEY Total deposits and cash and cash equivalents 6,384,278 6,490,107
B ZIREIBITER Less: restricted bank deposits 1,779 1,728
EEIR 817X H Bk cash deposits with maturity more than
sHHBBE=1"A® three months from date of placement
BefFEX 5,332,768 5,359,435
HRBEERIREEEBY Cash and cash equivalents at the end of the
period 1,049,731 1,128,944

FEo8EHEGTEHRM I A ARKZLEZE A The notes on pages 28 to 67 form an integral part of this unaudited
AR BERMNEXE D - condensed consolidated interim financial information.

COSCO SHIPPING INTERNATIONAL (HONG KONG) CO., LTD. 2018 INTERIM REPORT
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REBEEZERODNER

DIRECTORS’ INTERESTS IN SECURITIES

As at 30th June 2018, the interests and short positions of each
Director and chief executive of the Company in the shares, underlying
shares and debentures of the Company or any of its associated
corporations (within the meaning of the Securities and Futures
Ordinance (“SFO”)) which (a) were required to be notified to the
Company and The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions which the Director was taken
or deemed to have under such provisions of the SFO); or (b) were
required, pursuant to section 352 of the SFO, to be entered in the
register referred to therein; or (c) were required, pursuant to the
Model Code for Securities Transactions by Directors of Listed Issuers
(the “Model Code”) contained in Appendix 10 to the Rules Governing
the Listing of Securities on the Stock Exchange (the “Listing Rules”)
to be notified to the Company and the Stock Exchange were as
follows:

Long positions in the shares of associated
corporation

Total number Approximate

of ordinary  percentage of the

shares of relevant class of

associated total issued shares

Nature of corporation of associated

Name of Director ~ Name of associated corporation Capacity interest held corporation

Ly

i BERER

L P BERTROAH

EEns HEZEER a4 BHEME EERAY WHNBES L

Mr. Zhu Jianhui China COSCO Holdings Company Limited Interest of spouse ~ Family 20,000 0.0003%
REBRE (“China COSCO”)* fi {4 Rk (A shares)
mEEFERR D AR AR (T EEF ] (ARR)

China Shipping Container Lines Company Interest of spouse  Family 10,000 0.0001%
Limited* fit {4 2 R & (A shares)
REERRERARNERD A’ (ARR)

Mr. Liu Gang China COSCO* Beneficial owner Personal 10,900 0.0004%
2I| %&£ B R EnEEA fEA (H shares)
(HER)

Mr. Feng Boming COSCO SHIPPING Development Co., Ltd. Beneficial owner Personal 29,100 0.0003%
b Lt REBEERRHERDA EREAA {EPN (A shares)
(ARR)

* RERFEBAREEZERBGERAR * China COSCO is now known as COSCO SHIPPING Holdings Co., Ltd.

fRERERRERBRNARLRRBERRSEER
Bt BR A

# China Shipping Container Lines Company Limited is now known as COSCO
SHIPPING Development Co., Ltd.

FIRBERER(EB)ERAT 2018 FHREE



