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(3rd March 2005, Hong Kong) COSCO International Holdings Limited (“COSCO International” or the “Company”) (SEHK Stock Code: 0517) and its subsidiaries (the “Group”) announced the audited financial results for the year ended 31st December 2004. The Group recorded a turnover of HK$1,688 million (2002: HK$940 million) representing a substantial increase of 80% as compared to the same period in the previous year; the profit attributable to shareholders was HK$219 million (2003: loss attributable to shareholders HK$117 million); basic earning per share was HK 15.54 cents (2003: loss per share HK 8.37 cents).  The Company reckoned that 2004 was the most fruitful year since its establishment and the most significant year following its strategic positioning on ship trading and supplying services. Considering the Company’s business development in future, the capital requirement and the highest benefits to the shareholders, the Board recommended to pay a final dividend of HK 2.5 cents per share for the year ended 31st December 2004 (2003:nil), with a pay-out ratio of 30%. In accordance with the audited profit after taxation (before other revenue/ expense) of HK$117 million, the total dividend to be paid amounted to HK$34.95 million.    

The significant increase of the turnover during the year was mainly derived from the sales of paint products, the commission income from marine insurance brokerage and the sales of Phase I of COSCO Yihe Garden in Shenyang. In terms of profit streams, the profit attributable to shareholders amounted to HK$219 million (2003: loss attributable to shareholders HK$117 million). The increase was mainly due to the contribution of the gross profit of paint products and insurance brokerage, the increase in the unit price of Phase II of Fragrant Garden and the increase in ship trading and commission income, together with a write back of more than HK$100 million owing to the increase in market value after re-evaluation of the three floors of COSCO Tower.

During the year under review, COSCO International has been on the right pathway of business development and targeted at the development of ship trading and supplying services.  To conclude the annual results of 2004, the turnover derived from the business segment of ship trading and supplying service amounted to HK$968 million, representing 57% of the total turnover.  Among such business segment, the commission income from ship trading and insurance brokerage was HK$73.84 million and the sales from the paint products amounted to HK$894 million. Such advancement indicated that the Group’s strategy of developing the core business succeeded.

During the year, though the Group has made a number of acquisitions, the bank loans over the total assets was 32% (2003: 40%), a decrease of 8% and cash in hand amounted to HK$563 million (2003: HK$555 million), similar to the previous year. The total banking facilities available to the Group was HK$1.223 billion (2003: HK$1.297 billion), of which HK$965 million (2003: HK$935 million) were utilized.
Strategic development for ship trading and supplying services 

During the past two years, riding on the growth of shipping industry and the increasing demand in ship building, COSCO International focused on its business positioning and started with the agent services by developing ship trading agency service and paint business through capitalization. During the year, commission income from COSCO International Ship Trading Company Limited (“COSCO Ship Trading”) was HK$53.8 million, representing 29% increase as compared to the same period in the previous year. Also, the vessels traded under COSCO Ship Trading was 3.41 million tones, and it is expected that the commission revenue will be on a steady uptrend in these two years. In addition, with the strategy of using joint venture products as the factor for profit growth, Shanghai COSCO Kansai Paint & Chemicals Co., Ltd. and Tianjin COSCO Kansai Paint & Chemicals Co., Ltd. (named collectively as “COSCO Kansai Companies”) joined the Group as subsidiaries since 7th January 2004. As at 31st December 2004, paint products sold by COSCO Kansai Companies reached approximately 80,000 tonnes (2003: 54,100 tonnes), a rise of 47% as compared with that of the previous year, which become one of the major income sources for the Group.

To further develop the business segment of ship trading and supplying service, the Group acquired 100% equity interest in COSCO (Hong Kong) Insurance Brokerage Limited (“COSCO Insurance”), which became the wholly-owned subsidiary of the Group since 1st July 2004. The acquisition is a milestone for the Group to develop the market of professional marine insurance brokerage service. For the six months ended from 1st July to 31st December 2004, the annual premium volume of COSCO Insurance was HK$20.04 million, more than 90% of the premium was generated from COSCO Group. In the end of 2004, the Group signed a share transfer agreement to acquire 100% equity interest in Yuantong Marine Service Company Limited ("Yuantong"), which specialized on the provision of marine equipment and spare parts agent services, and to acquire 49% equity interest in Guangzhou Ocean Paint Co., Ltd. (“JOP”). The acquisition enabled the Group to explore the market of marine equipment, marine coatings and container coatings in China.  The profit generated by Yuantong and JOP will be reflected in the coming interim results of 2005.

Relying on COSCO Group’s leading edges of owning enormous fleets and numerous containers, the Group will further capitalized on its foundation in marine products and joined hands with national and foreign multinational companies to develop cross regional platform providing marine products, so as to provide one-stop ship supplying and intermediaries services for the fleets worldwide.

Property development and Investment

During the year, the economic environment in Hong Kong revived with a number of favourable policies implemented. Benefiting from the factors of the signing of the second phase of “Closer Economic Partnership Arrangement” agreement between the Governments of the HKSAR and the China Mainland, the Central Government relieved the stringent control on China Mainland’s visitors coming to Hong Kong, and more Chinese enterprises listed and conducted their businesses in Hong Kong, all these factors bolstered the recovery of the office rental market in Hong Kong. As at 31st December 2004, the occupancy rate of the eight floors of COSCO Tower achieved approximately 81.8%.
The detached house, 3rd Mei Wo Court in Shatin, was sold at a cash consideration of HK$23 million on 27th August 2004, bringing reasonable returns to the Group.

Coupled with the thriving economic growth in China, the consumer price index and average personal income increased continuously, whereas the property market experienced rapid growth. The Group has invested and developed a number of property projects in Shanghai, Beijing and Shenyang. As at 31st December 2004, all residential units of Fragrant Garden, which is a property project invested in Hungkou District in Shanghai, were completely sold out. The total gross floor area of the residential units of the whole project sold was 167,000 square meters, with a satisfactory sale contract values amounted to RMB957 million. During the year, 45 parking lots in Phase I of Fragrant Garden were sold out. The sale of the shops amounted to 1,841 square meters in Phase II and the remaining parking lots totaled 200 of Phase I and Phase II will be launched this year.     

COSCO Yihe Garden, which is situated in the Beita region of Yuhung District, Shenyang with a total gross floor area of 200,000 square meters, of which Phase I of southern region has a total of 502 residential units was put onto sale in late May 2004. As at 31st December 2004, the accumulated floor area sold in the southern region was about 34,000 square meters, with a sum of contract value approximately RMB120 million. The construction works of Phase II of northern region has already been commenced and the pre-sale of the residential units were expected to be launched in mid 2005. With the sophisticated experience in property development and unique landscape design, COSCO Yihe Garden won various awards during the year, such as China Landscape Model Residential Building, 2004 Shenyang Most Valuable Property Project for Investment and 2004 Shenyang Top 10 Leading Property Enterprise with Outstanding Performance.      

Infrastructure Investment

During the year, Henan Xinzhongyi Electric Power Co., Ltd. increased the power supply and strengthened cost control. As at 31st December 2004, Henan Power Plant generated a power supply of 2.427 billion kWh, up 9.74% as compared with that of the previous year. The power supplied on the grid achieved 2.177 billion kWh, a 8.81% rise as compared with that of the previous year. However, the upsurge of coal price and transportation cost induced the increase in fuel charges of Henan Power Plant, which downturn the profit revenue. The Group will strengthen the management of Henan Power Plant, monitor the production cost, maintain the operation of power supply system and reinforce coal control, so as to generate more electricity and raise the effectiveness as a whole. 

Building Construction

Shun Shing Construction & Engineering Company, Limited (“SSCE”), a wholly-owned subsidiary of the Company, has speeded up the construction of its private residential project with a gross floor area of 173,000 square meters, namely the Sky Tower, in Tokwawan. The project was completed in the end of 2004.

Prospect

It is anticipated the shipping industry remained a steady growth in the year of 2005. As China is the third largest ship building country worldwide, the ship building industry is also forecast to develop rapidly. The demand for ship related services and products will increase accordingly. The Group is confident that the demand for ship related products and services will go up continuously. 

To look forward, COSCO International will carry on reinforcing its strategic positioning on ship trading and supplying services as our core business, consolidating and expanding to pursue building a one-stop ship trading and supplying services platform. We will endeavour to become a professional and unique worldwide ship trading and supplying services supplier with leading edges, so as to create greater efficiency for the Group and shareholders, as well as greater values.

***** End *****

Company Background

COSCO International Holdings Limited has been listed on the Main Board of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) since February, 1992 (Stock Code: 0517).  Currently, the total asset value of COSCO International stands at around HK$3 billion and the total number of shares issued is more than 1.4 billion.  In 2002, COSCO International announced its strategic business position based on the development of the ship trading and supplying services business and the consolidation of its property development business.  It aims to become a specialist niche quality stock specializing in ship trading and supplying services business in the Hong Kong capital market. Its principle activities are ship trading & supplying services, property investment and development, infrastructure investment and building construction.
Relationship with Parent Company
COSCO International is a listed company owned by COSCO (Hong Kong) Group Limited, a wholly-owned subsidiary of China Ocean Shipping (Group) Company (“COSCO”). COSCO is one of the most recognized multinational conglomerates in the world, which focused mainly on shipping and logistics businesses as well as other shipping related businesses.
Editorial Note
Details of the 2004 annual results announcement will be available on Hong Kong Economic Journal and The Standard on 4th March 2005. Both of the announcement and press release will also be available on the website of COSCO International: www.coscointl.com.  For further queries regarding the press release, please contact Miss Candy Cheung, PR & Communications Manager of the Company (Tel. no.: 2809 7706; Fax. no.: 2548 8214; Email: cheungky@coscointl.com).
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Highlights





The Board of Directors recommended to pay a final dividend of HK 2.5 cents per share, with a pay-out ratio of 30%;


Turnover recorded an increase of 80%, amounted to HK$1.688 billion compared with that of last year;


Operating profit before other expense charges achieved a sum of HK$213 million, increased by 241% as compared with that of last year.  The profit contributed was mainly derived from ship trading and supplying services and property development segment ;


Profit attributable to shareholders amounted to HK$219 million;


Basic earning per share was HK 15.54 cents; 


Turnover from ship trading and supplying services amounted to HK$968 million, representing 57% of the total turnover, in which commission income from ship trading and insurance brokerage was HK$73.84 million; sales from paint products amounted to HK$894 million;





Prospect


Looking ahead, the Company will continue to strive to expand our core business, establishing a comprehensive ship trading and supplying services system. We will devote our efforts to become a professional and unique worldwide ship trading and supplying services supplier.
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