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ANNOUNCEMENT OF THE UNAUDITED INTERIM RESULTS
FOR THE SIX MONTHS ENDED 30 JUNE 2020

FINANCIAL HIGHLIGHTS (UNDER HKFRSSs)
— Revenue amounted to RMB7,806,600,000
—  Profit attributable to owners of the parent for the Period amounted to RMB855,018,000

—  Basic earnings per share amounted to RMB0.0595

The board of directors (the “Board”) of COSCO SHIPPING Development Co., Ltd. (the
“Company” or “COSCO SHIPPING Development”) hereby announces the unaudited condensed
consolidated interim financial information of the Company and its subsidiaries (the “Group”)
for the six months ended 30 June 2020 (the “Period”) prepared under Hong Kong Accounting
Standard 34, “Interim Financial Reporting”, which has been reviewed by the audit committee of
the Company. The Company’s auditor, Ernst & Young, Certified Public Accountants, has reviewed
the unaudited condensed consolidated interim financial information of the Group for the Period in
accordance with Hong Kong Standard on Review Engagements 2410, “Review of Interim Financial
Information Performed by the Independent Auditor of the Entity” issued by the Hong Kong
Institute of Certified Public Accountants.

During the Period, the Group recorded a revenue of RMB7,806,600,000, representing an increase
of 14.2% as compared with the revenue of RMB6,833,526,000 for the same period of last
year; profit attributable to owners of the parent for the Period amounted to RMB855,018,000,
representing a decrease of 5.5% as compared with the profit of RMB904,362,000 for the same
period of last year. Basic earnings per share amounted to RMBO0.0595.



INTERIM CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS
FOR THE SIX MONTHS ENDED 30 JUNE 2020

FOR THE SIX MONTHS
ENDED 30 JUNE
2020 2019
Notes RMB’ 000 RMB’ 000
(Unaudited) (Unaudited)

Revenue 4 7,806,600 6,833,526
Cost of sales (5,851,233) (5,438,497)
Gross profit 1,955,367 1,395,029
Other income 5 125,850 140,168
Other (losses)/gains, net 6 (104,685) 553,317
Selling, administrative and general expenses (457,626) (448,084)
Expected credit losses (326,636) (241,847)
Finance costs (1,261,759) (1,753,352)
Share of profits/(losses) of:

Associates 1,023,173 1,342,949

Joint ventures 330 (1,013)
PROFIT BEFORE TAX 954,014 987,167
Income tax expense 7 (98,996) (82,805)
PROFIT FOR THE PERIOD 855,018 904,362
Attributable to owners of the parent 855,018 904,362

EARNINGS PER SHARE ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS OF
THE PARENT (expressed in RMB per share) 8
Basic and diluted
— For profit for the period 0.0595 0.0700




INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE SIX MONTHS ENDED 30 JUNE 2020

FOR THE SIX MONTHS
ENDED 30 JUNE

2020 2019
RMB’ 000 RMB’ 000
(Unaudited) (Unaudited)
PROFIT FOR THE PERIOD 855,018 904,362
OTHER COMPREHENSIVE INCOME
Other comprehensive (loss)/income that may be reclassified to
profit or loss in subsequent periods:
Share of other comprehensive income of associates 2,496 141,002
Share of other comprehensive loss of joint ventures (21) (85)
Effective portion of cash flow hedges (18,614) (27,063)
Exchange differences on translation of foreign operations (163,980) (29,767)
Net other comprehensive (loss)/income that may be
reclassified to profit or loss in subsequent periods (180,119) 84,087
Other comprehensive (loss)/income that will not to be
reclassified to profit or loss in subsequent periods:
Share of other comprehensive (loss)/income of associates (39,688) 8,003
Net other comprehensive (loss)/income that may not to be
reclassified to profit or loss in subsequent periods (39,688) 8,003
OTHER COMPREHENSIVE (LOSS)/INCOME FOR THE
PERIOD, NET OF TAX (219,807) 92,090
TOTAL COMPREHENSIVE INCOME FOR THE PERIOD 635,211 996,452
Attributable to owners of the parent 635,211 996,452




INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

30 JUNE 2020

NON-CURRENT ASSETS
Property, plant and equipment
Investment properties
Right-of-use assets

Intangible assets

Investments in joint ventures
Investments in associates
Financial assets at fair value through profit or loss
Finance lease receivables
Factoring receivables
Derivative financial instruments
Deferred tax assets

Other long term prepayments

Total non-current assets

CURRENT ASSETS

Inventories

Trade and notes receivables

Prepayments and other receivables

Financial assets at fair value through profit or loss
Finance lease receivables

Factoring receivables

Derivative financial instruments

Pledge and time deposits

Cash and cash equivalents

Total current assets

Total assets

30 June 31 December
2020 2019

Notes RMB’ 000 RMB’ 000
(Unaudited) (Audited)
57,121,638 56,818,972
106,798 105,547
252,441 274,620
31,294 27,174
185,773 188,827
27,026,585 25,665,387
4,492,315 4,266,308
28,032,637 26,623,268
290,304 428,409

- 569

277,250 243,651
77,033 50,641
117,894,068 114,693,373
1,365,830 881,129
10 1,667,259 1,111,000
462,959 458,969
28,103 490,967
16,588,876 15,532,797
1,023,279 1,123,489

- 960

879,701 566,339
11,658,441 9,635,096
33,674,448 29,800,746
151,568,516 144,494,119




INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

(CONTINUED)
30 JUNE 2020

CURRENT LIABILITIES
Trade payables

Other payables and accruals
Contract liabilities

Derivative financial instruments
Bank and other borrowings
Corporate bonds

Lease liabilities

Tax payable

Total current liabilities
NET CURRENT LIABILITIES
TOTAL ASSETS LESS CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Bank and other borrowings
Corporate bonds

Lease liabilities

Derivative financial instruments
Deferred tax liabilities
Government grants

Other long term payables

Total non-current liabilities

Net assets

EQUITY

Share capital

Treasury shares

Special reserve

Other reserves

Other equity instrument
Retained profits

Other comprehensive loss

Total equity

30 June 31 December
2020 2019
RMB’ 000 RMB’ 000
(Unaudited) (Audited)
3,230,446 2,553,700
4,516,190 3,658,271
147,955 150,194
8,361 3,445
38,479,008 43,066,519
10,638,293 4,273,467
225,191 391,082
170,511 174,881
57,415,955 54,271,559
(23,741,507) (24,470,813)
94,152,561 90,222,560
57,936,958 54,853,209
9,122,956 8,271,400
79,401 148,648
21,040 8,590
334,139 350,975
10,794 11,484
2,638,350 2,370,536
70,143,638 66,014,842
24,008,923 24,207,718
11,608,125 11,608,125
(233,428) (233,428)
3,308 1,606
(2,312,339) (2,338,187)
7,000,000 7,000,000
10,970,076 10,976,614
(3,026,819) (2,807,012)
24,008,923 24,207,718




NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
30 JUNE 2020

2.1

2.2

CORPORATE INFORMATION

COSCO SHIPPING Development Co., Ltd. (the “Company”) is a joint stock company with limited liability
incorporated in the People’s Republic of China (the “PRC”). The address of the Company’s registered office is
Room A-538, International Trade Center, China (Shanghai) Pilot Free Trade Zone, Shanghai, the PRC.

During the six months ended 30 June 2020, the principal activities of the Group were as follows:
(a)  Operating leasing and financial leasing;

(b) Manufacture and sale of containers;

(c)  Provision of financial and insurance brokerage services; and

(d)  Equity investment.

In the opinion of the directors, the immediate holding company and the ultimate holding company of the
Company are China Shipping Group Company Limited and China COSCO SHIPPING Corporation Limited,
respectively, both established in the PRC.

BASIS OF PREPARATION

The interim condensed consolidated financial information for the six months ended 30 June 2020 has been
prepared in accordance with HKAS 34 Interim Financial Reporting. The interim condensed consolidated
financial information does not include all the information and disclosures required in the annual financial
statements, and should be read in conjunction with the Group’s annual consolidated financial statements for the
year ended 31 December 2019.

Going concern

The Group had net current liabilities of RMB23,741,507,000 as at 30 June 2020. The directors are of the opinion
that based on the available unutilised banking facilities as at 30 June 2020, the Group will have the necessary
liquid funds to finance its working capital and to meet its capital expenditure requirements. Accordingly,
the directors are of the opinion that it is appropriate to prepare the interim condensed consolidated financial
information on a going concern basis.

CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

The accounting policies adopted in the preparation of the interim condensed consolidated financial information
are consistent with those followed in the preparation of the Group’s annual consolidated financial statements
for the year ended 31 December 2019, except for the adoption of the following revised Hong Kong Financial
Reporting Standards (“HKFRSs”) for the first time for the current period’s financial information

Amendments to HKFRS 3 Detfinition of a Business
Amendments to HKFRS 9, HKAS 39 and HKFRS 7 Interest Rate Benchmark Reform
Amendments to HKAS 1 and HKAS 8 Detfinition of Material

Amendments to HKFRS 16 Covid-19-Related Rent Concessions

Several amendments apply for the first time in 2020, but do not have any impact on the interim condensed
consolidated financial statements of the Group.



OPERATING SEGMENT INFORMATION

The following table presents revenue and profit information for the Group’s operating segments for the six
months ended 30 June 2020 and 2019, respectively:

For the six months ended 30 June 2020 For the six months ended 30 June 2019
Shipping Shipping
and industry- and industry-
related  Container  Investment related  Container  Investment
leasing manufacturing ~ and service Others Total leasing manufacturing ~ and service Others Total

RMB’000  RMB’000  RMB’000  RMB’000  RMB’000  RMB'000  RMB'000  RMB'000  RMB000  RMB 000
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)

Segment revenue:
Sales of containers - 2,033,181 - - 2,033,181 - 1,570,046 - - 1,570,046
Sales of shipping related

spare parts 98,564 - - - 98,564 98,816 - - - 98,816
Rendering of shipping

related services 414,916 - - - 414,916 389,534 - - - 389,534
Rendering of insurance

brokerage services - - 2444 - 444 - - 19,973 - 19,973
Total revenue from

contracts with customers

to external customers 513,480 2,033,181 444 - 2,571,085 488350 1,570,046 19973 - 2078369
Leasing revenue to external

customers 5,235,515 - - - 53515 4755157 - - - 4055157
Total revenue to external

customers 5748995 2,033,181 444 - 7806600 5243507 1,570,046 19973 - 6,833,526
Intersegment revenue from

contracts with customers - 393,260 4,275 - 397,533 - 867,703 4,567 - 872,270
Total revenue 5748995 2,426,441 28,699 - 8204135 5243507 2437749 24,540 - 170579
Segment results 734,493 157,896 442,564 (5,574) 1,329,379 233,017 (20,281) 1,234,662 (31,173) 1,416,225
Elimination of intersegment

results (19,740) 19,454
Unallocated administrative

and general expenses (54,000) (53,008)
Unallocated finance costs (301,625) (395,504)
Profit before tax 954,014 987,167




REVENUE FROM CONTRACTS WITH CUSTOMERS

The disaggregation of the Group’s revenue from contracts with customers, including sales of goods and

rendering of services above, for the six months ended 30 June 2020 and 30 June 2019 is as follows:

Type of goods or services

Sales of containers

Sales of shipping related spare parts
Rendering of shipping related services
Rendering of insurance brokerage services

Total revenue from contracts with customers

Geographical markets

Hong Kong

Mainland China

United States

Asia (excluding Hong Kong and Mainland China)
Europe

Others

Total revenue from contracts with customers

Timing of revenue recognition
Goods transferred at a point in time
Services transferred over time

Total revenue from contracts with customers

OTHER INCOME

Interest income
Government grant related to expense items
Others

For the six months ended 30 June

2020 2019
RMB’ 000 RMB’ 000
(Unaudited) (Unaudited)
2,033,181 1,570,046
98,564 98,816
414,916 389,534
24,424 19,973
2,571,085 2,078,369
820,552 575,548
712,707 711,172
535,402 162,024
457,865 607,949
43,780 17,159
779 4,517
2,571,085 2,078,369
2,131,745 1,668,862
439,340 409,507
2,571,085 2,078,369

For the six months ended 30 June

2020 2019

RMB’ 000 RMB’ 000
(Unaudited) (Unaudited)
78,069 94,208
24,930 25,068
22,851 20,892
125,850 140,168




OTHER (LOSSES)/GAINS, NET

For the six months ended 30 June

2020 2019
RMB’ 000 RMB’ 000
(Unaudited) (Unaudited)
Gain on disposal of items of property, plant and equipment 20,266 46,926

Fair value (loss)/gain on financial assets at fair value through
profit or loss (177,817) 499,544
Net foreign exchange gain 34,133 4,721
Gain on disposal of an associate 10,206 -
Others 8,527 2,126
(104,685) 553,317

INCOME TAX

According to the Corporate Income Tax (“CIT”) Law of the PRC, which was effective from 1 January 2008,
the CIT rate applicable to the Company and its subsidiaries established in the PRC was 25% for the six months
ended 30 June 2020 and 2019.

Pursuant to the PRC CIT Law, a 10% withholding tax is levied on dividends declared to foreign investors from
the foreign investment enterprises established in the PRC. The requirement is effective from 1 January 2008 and
applies to earnings after 31 December 2007. For the Group, the applicable rate is 10%. Certain of the Group’s
overseas subsidiaries are therefore liable for withholding taxes on dividends distributed by certain associates
established in the PRC in respect of earnings generated from 1 January 2008.

Hong Kong profits tax was provided at the rate of 16.5% on the estimated assessable profits arising in Hong
Kong of the Group’s companies operating in Hong Kong for the six months ended 30 June 2020 (six months
ended 30 June 2019: 16.5%).

The major components of income tax expense of the Group are as follows:

For the six months ended 30 June

2020 2019
RMB’ 000 RMB’ 000
(Unaudited) (Unaudited)

Current income tax

- PRC 128,398 129,390

— Hong Kong 4,525 3,777

— elsewhere 6,759 5,071

Deferred income tax (40,686) (55,433)

98,996 82,805




EARNINGS PER SHARE TO ORDINARY EQUITY HOLDERS OF THE PARENT

Basic earnings per share amount is calculated by dividing the profit attributable to ordinary equity holders of the
parent by the weighted average number of ordinary shares in issue during the period.

For the six months ended 30 June

2020 2019
RMB’ 000 RMB’ 000
(Unaudited) (Unaudited)
Earnings
Profit attributable to ordinary equity holders of the parent,
used in the basic earnings per share calculation 690,604 814,238
Interest on perpetual debts* 164,414 90,124
Profit attributable to equity holders of the parent before interest
on perpetual debts 855,018 904,362

Number of shares for the
six months ended

2020 2019
000 000
Shares
Weighted average number of ordinary shares in issue during the
period used in the basic earnings per share calculation** 11,608,125 11,623,709

* The Company issued perpetual debts during the years ended 31 December 2019 and 2018. The dividend
distribution and repurchase of shares of the Company triggered the mandatory interest payment event
of perpetual debts. For the purpose of calculating basic earnings per ordinary share in respect of the six
months ended 30 June 2020 and 2019, the portion of RMB164,414,000 (six months ended 30 June 2019:
RMB90,124,000) attributable to perpetual debts was deducted from profits attributable to equity holders
of the Company.

wE Because the diluted earnings per share amount is increased when taking share options into account, the
share options had an anti-dilutive effect on the basic earnings per share for the period and were ignored
in the calculation of diluted earnings per share. There was no dilution effect on the ordinary shares for
the six months ended 30 June 2020 (six months ended 30 June 2019: nil).

DIVIDENDS
For the six months ended 30 June
2020 2019
RMB’ 000 RMB’ 000
(Unaudited) (Unaudited)
Final declared — RMBO0.045 (2019: RMBO0.033) per ordinary share 518,782 380,440

During the period, the Company’s shareholders approved the 2019 proposed final dividend with a total amount
of RMB518,782,410 (six months ended 30 June 2019: RMB380,440,434). The amount of the 2019 final
dividend was calculated based on 11,528,497,997 shares, being the number of issued shares of the Company of
11,608,125,000 as at 27 March 2020 deducting 79,627,003 A shares repurchased by the Company, for the year
ended 31 December 2019.
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10.

11.

12.

TRADE AND NOTES RECEIVABLES

30 June 31 December

2020 2019

RMB’ 000 RMB’ 000

(Unaudited) (Audited)

Trade receivables 1,682,439 1,255,223
Notes receivable 173,137 16,701
1,855,576 1,271,924
Impairment (188,317) (160,924)
1,667,259 1,111,000

An ageing analysis of the trade receivables as at the end of the reporting period, based on the invoice date and

net of provision, is as follows:

30 June 31 December

2020 2019

RMB’ 000 RMB’ 000

(Unaudited) (Audited)

Within 3 months 1,431,481 965,844
4 to 6 months 10,613 88,287
7 to 12 months 48,769 35,793
Over 1 year 3,259 4,375
1,494,122 1,094,299

TRADE PAYABLES

An ageing analysis of the trade payables as at end of the reporting date, based on the invoice date, is as follows:

30 June 31 December

2020 2019

RMB’ 000 RMB’ 000

(Unaudited) (Audited)

Within 3 months 2,512,019 1,980,343
4 to 6 months 306,811 374,247
7 to 12 months 264,323 184,017
Over 1 year 147,293 15,093
3,230,446 2,553,700

EVENT AFTER THE REPORTING PERIOD

There is no material subsequent event undertaken by the Group after 30 June 2020.

11



MANAGEMENT DISCUSSION AND ANALYSIS
OPERATING ENVIRONMENT

In the first half of 2020, the economic growth of major economies across the world dropped
significantly as the COVID-19 pandemic upended global economy and financial system. In the
World Economic Outlook Update, June 2020, the International Monetary Fund forecasted a -4.9%
growth for global economy, substantially more pessimistic than its April forecast. The sluggish
market, resulting in the disruptions to shipping industrial chain and supply chain amid the decline
in global trade and investment, has imposed pressure on the business operations of the Company.

In the second half of the year, as the international environment becomes increasingly complicated,
and the impact of global pandemic remains severe, instability and uncertainty intensify.
Governmental organizations of many nations or regions adopt loose monetary policies to mitigate
the impact of the pandemic. In China, the pandemic is under effective control, and the new
development model of “domestic grand circulation as the main body with mutual promotion
between domestic and international circulations” is taking shape at an accelerated pace. In addition,
the COVID-19 pandemic has indirectly facilitated the adoptions of new technologies such as big
data and the Internet, creating new opportunities for the extension of global supply chain and
driving the recovery of shipping and ports and the acceleration of digitalization. Both opportunities
and challenges are seeing new development and changes.

DEVELOPMENT STRATEGY OF THE COMPANY
1.  Strategic Position

As a shipping financing platform, COSCO SHIPPING Development will integrate premium
resources and give full play to its advantages in the shipping industry. Synergic development
will be pursued for various financial businesses in an attempt to become China’s leading
and the world’s first-class integrated supply-chain financial service provider with distinct
shipping logistics features.

2. Development Goals

To bring into play the advantages in shipping logistics industry and integrate industry chain
resources with shipping finance as the foundation; to develop industrial cluster with shipping
and industry-related leasing, container manufacturing, investment and service business as
the core; and to develop into a “one-stop” shipping financial service platform by combining
industry with finance, integrating various financial functions, and taking advantage of
the synergy of various businesses, featuring market-oriented mechanism, differentiated
advantages and international vision.

12



3.

Development Plans

D

2)

Shipping and Industry-related Leasing Business

The vessel leasing business focuses on the operating lease or finance lease of various
vessels, such as container vessels and dry bulk cargo vessels. The Company will, based
on its existing business, gradually set up a high-level professional investment and
financing team, so as to become a first-class domestic ship owner leasing enterprise.
In a short-term view, the Company will mobilize its current fleet resources to revive
its internal business; in the long run, it will gradually increase the proportion of
external business and work out a “one-stop” business model leveraging China COSCO
SHIPPING Corporation Limited’s advantages of full industrial chain deployment, in an
attempt to establish a unique competitive edge in the industry.

The container leasing business, as an integral part of the container industry chain,
mainly involves container leasing and trading of various kinds. The Company will strive
to develop as a world-class leasing company with unique competitive edges on the basis
of the current leasing business of FIL. In a short-term view, the Company will follow
the guideline of “consolidating core businesses while seizing market opportunities”,
strengthen the development on special container and reefer container business, improve
the synergy in the coordinated industry chain comprising manufacturing, leasing and
shipping of containers, promote the dual model of lease and sale, and study the leasing
of smart containers. In a long-term view, the Company will strive to seize market
opportunities, actively enhance asset quality, optimize its contract portfolios and
improve its capital structure so as to enhance the rate of return.

Other industry-related leasing businesses mainly focus on areas with development
potential such as medical services, education, new energy, intelligent manufacturing and
automobile finance. The Company sets its focus on the small and medium enterprise
clients and small to medium-sized projects, leverages on its existing business strength,
experience and capital to promote the integration of industry and finance, conducts
refined risk controls, adheres to organic and sustainable high-quality development
strategy, supports customer-oriented industry development needs, and provides
value-added leasing services, striving to become a leading company in the financial
leasing industry.

Container Manufacturing Business

We will enhance our comprehensive competitiveness through technology upgrading,
management improvement and accelerating the promotion and upgrading of
environmental protection technology. We will improve the synergy in the container
industry chain, strengthen dry container manufacturing, enhance the development
of special container and reefer container business, and explore the research and
development of smart containers. We will improve and maintain a healthy operating
environment in the industry, with an aim to develop ourselves into a world-class
container manufacturing company with strong technological edge and high capacity
utilization and profitability.

13



3)

Investment and Service Business

We give equal weight to strategic value and financial returns, adhere to the core
business of shipping logistics, continuously focus on investment areas, constantly
optimize investment portfolios, strengthen asset operation, reduce the fluctuation
risks of portfolios and increase the investment gains. We will also tap into external
resources of capital, talent and technology through various models such as industry
fund to support the development of the shipping industry and emerging sectors and to
promote the integration of industry and finance, paving the way for the development
of the Company’s financial investment business in the future while achieving desirable
financial returns.

We constantly explore the financial services business opportunities in the supply chain,
accelerate the construction of risk control data model for medium and small enterprises,
seize opportunities to expand the market share of international commercial factoring
business, integrate resources to establish a professional expert platform for shipping
insurance, make full use of integrated service advantages, focus on the small and
medium-sized customers in the upstream and downstream industry chain of the core
companies under the Group, strive to improve the financial ecology of the shipping
logistics supply chain for smooth integration of industry and finance and capital
operation, provide one-stop supply chain finance services covering logistics, finance
and risk management to boost industry stickiness and improve bargaining power.

FINANCIAL REVIEW OF THE GROUP

The Group recorded a revenue of RMB7,806,600,000 for the Period, representing an increase of
14.2% as compared with the revenue of RMB6,833,526,000 for the same period of last year; profit
before tax from continuing operations amounted to RMB954,014,000, representing a decrease
of 3.4% as compared with the profit of RMB987,167,000 for the same period of last year; profit
attributable to owners of the parent for the Period amounted to RMB855,018,000, representing a
decrease of 5.5% as compared with the profit of RMB904,362,000 for the same period of last year.

Analysis of segment results is as follows:

Unit: RMB’ 000

Revenue Cost

For the For the For the For the

six months six months six months six months

ended ended ended ended
Segment 30 June 2020 30 June 2019 Change 30 June 2020 30 June 2019 Change
(%) (%)

Shipping and industry-related leasing

business 5,748,995 5,243,507 9.6% 4,032,019 3,925,951 2.7%
Container manufacturing business 2,426,441 2,437,749 (0.5%) 2,192,318 2,362,104 (7.2%)
Investment and service business 28,699 24,540 16.9% 220 102 115.7%
Other business 0% 4,413 42,064 (89.5%)

Offset amount

Total

(397,535) (872,270) (54.4%) (377,737) (891,724) (57.6%)

7,306,600 6,833,526 14.2% 5,851,233 5,438,497 7.6%
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1.

ANALYSIS OF SHIPPING AND INDUSTRY-RELATED LEASING BUSINESS

D

2)

Operating Revenue

The Group recorded a revenue from the leasing business of RMB5,748,995,000 for the
six months ended 30 June 2020, representing an increase of 9.6% as compared with
RMB5,243,507,000 for the same period of last year, which accounted for 73.6% of the
total revenue of the Group. The increase was mainly due to the expansion of the vessel
finance leasing business and the appreciation of the exchange rate of USD against RMB
during the Period.

Revenue from the vessel leasing business amounted to RMB2,567,694,000, representing
an increase of 5.0% as compared with RMB2,446,168,000 for the same period of last
year. Revenue from vessel operating leasing amounted to RMB2,273,813,000 while
revenue from vessel finance leasing and other shipping finance leasing amounted to
approximately RMB293,881,000. As at 30 June 2020, the Group leased out 86 vessels
(as at 31 December 2019: 91 vessels).

Revenue from leasing, management and sale of containers amounted to
RMB1,807,453,000, representing an increase of 10.1% as compared with
RMB1,641,074,000 for the same period of last year. The increase was mainly
due to the increase in the revenue from the container leasing segment as a result
of the year-on-year increase of 31.0% in the sales of second-hand containers
during the Period as the Company leveraged the synergy between leasing
and manufacturing to proactively explore the market, and seized the market
opportunities of shortage in repositioned containers in shipping routes across
Europe and the USA to proactively ramp up sales efforts during the year.

Revenue from other industry-related finance leasing amounted to RMB1,373,848,000,
representing an increase of 18.8% as compared with RMB1,156,265,000 for the same
period of last year. The increase in revenue from other industry-related finance leasing
was mainly due to the increase in revenue from finance leasing attributable to the
growth of the finance leasing business during the Period.

Operating Costs

Operating costs of the leasing business mainly include the depreciation and maintenance
costs of self-owned vessels, depreciation of self-owned containers, staff salaries,
net carrying value of sale of containers returned upon expiry and financing costs of
leased-in vessels and containers. Operating costs of the leasing business for the six
months ended 30 June 2020 amounted to RMB4,032,019,000, representing an increase
of 2.7% as compared with the costs of RMB3,925,951,000 for the same period of
last year. Costs of vessel leasing decreased by 2.6% year-on-year, mainly due to the
decrease in costs as a result of the expiration of leases on certain sub-chartered vessels
during the Period; costs of container leasing increased by 5.3% year-on-year, mainly
due to the increase in depreciation costs as a result of the increase in the number of
new containers purchased; costs of other industry-related leasing business increased by
16.7% year-on-year, mainly due to further expansion of other industry-related leasing
business, leading to a year-on-year increase of approximately 18.0% in the average
balance of interest-bearing liabilities during the Period.
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2.

ANALYSIS OF CONTAINER MANUFACTURING BUSINESS

D

2)

Operating Revenue

For the six months ended 30 June 2020, the Group recorded an operating revenue
from the container manufacturing business of RMB2,426,411,000, representing
a decrease of 0.5% as compared with RMB2,437,749,000 for the same period of
last year. The Group’s container sales amounted to 187,636 TEU for the Period,
representing a decrease of 15.5% as compared with 222,000 TEU for the same period
of last year. Affected by the COVID-19 pandemic, the sales volume of containers
decreased as the container manufacturing segment was hard-hit, while the average
unit price of containers increased year-on-year as the Company proactively promoted
industry self-discipline to maintain a sound development momentum of the container
manufacturing market. As a result, the revenue remained essentially the same.

Operating Costs

Operating costs of the container manufacturing business mainly consist of raw material
costs, employee compensation and depreciation expenses. The operating costs for
the six months ended 30 June 2020 amounted to RMB2,192,318,000, representing a
decrease of 7.2% as compared with RMB2,362,104,000 for the same period of last
year. Such decrease was mainly due to the decrease in the production costs such as
raw material costs as a result of the decrease in the sales volume of containers as the
container manufacturing market was affected by the pandemic.

ANALYSIS OF INVESTMENT AND SERVICE BUSINESS

Y

2)

3)

Operating Revenue

For the six months ended 30 June 2020, the Group recorded revenue from the
investment and service business of RMB28,699,000, representing an increase of 16.9%
as compared with the revenue of RMB24,540,000 for the same period of last year.
The increase was mainly attributable to better operating results of the insurance broker
business for the Period as compared with the same period of last year.

Operating Costs

Operating costs for the six months ended 30 June 2020 amounted to RMB220,000,
representing an increase of RMB118,000 as compared with the costs of RMB102,000
for the same period of last year.

Net Investment Income

For the six months ended 30 June 2020, the Group recorded net income from the
investment business of RMB855,892,000, representing a decrease of 53.5% as compared
with the income of RMB1,841,480,000 for the same period of last year. The decrease in
income was mainly attributable to the decrease in the performance of associates held by
the Group and the decrease in fair value of financial assets resulted from the fluctuation
of share prices in the market.
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GROSS PROFIT

Due to the above reasons, the Group recorded a gross profit of RMB1,955,367,000 for
the six months ended 30 June 2020 (the gross profit for the same period of last year was
RMB1,395,029,000).

SIGNIFICANT SECURITIES INVESTMENT

During the six months ended 30 June 2020, the Company’s equity investments in associates and
joint ventures generated a profit of RMB1,023,503,000, which was mainly attributable to the
profits from China Everbright Bank Co., Ltd., China Bohai Bank Co., Ltd. and COSCO SHIPPING
Finance Company Limited for the Period.

1. Shareholdings in Other Listed Companies

Stock

code

000039/
02039

601818

600643

000617

688009

600390

Total

Initial ~Shareholding at Shareholding at  Book value at Changes in other Dividends
investment ~ the beginning of the end of theendof ~ Gainduring  reserve during Gain from  received during
Company name cost the Period the Period the Period the Period the Period disposal the Period
(RMB) %) (%) (RMB) (RMB) (RMB) (RMB) (RMB)
China International Marine 6,338,818,000 N[l 2069 8308875000 (87,009,000 (43,852,000 - -
Containers (Group) Co., Ltd.
China Everbright Bank Co., Ltd.  3,398,255,000 138 138 4470276000 231,691,000 400,000 - 154,936,000
Shanghai AJ Group Co., Ltd. 25,452,000 0.22 0.2 28,103,000 (5,833,000 - - -
CNPC Capital Company Limited 895,929,037 097 091 858,278,000 (96,476,000) - - -
China Railway Signal & 11,839,000 0.11 0.11 71,315,000 (3,238,000 - - -
Communication
Corporation Limited
Minmetals Capital Co., Ltd. 1483427579 394 390 1237376000 (123471,000) - - -
12,153,720,616 / /97423000 (84.336,000) (43,452,000 - 154,936,000
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ledger

Investment in associates

Investment in associates
Financial assets at
fair value through
profit or loss
Financial assets at
fair value through
profit or loss
Financial assets at
fair value through
profit or loss
Financial assets at
fair value through

profit or loss

Sources of
the
shareholding

Purchase

Purchase

Purchase

Purchase

Purchase

Purchase



Shareholdings in Financial Enterprises

Name of investee

China Bohai Bank Co., Ltd.
Bank of Kunlun Co., Ltd.
Shanghai Life Insurance Co., Ltd
CIB Fund Management Co., Ltd
Shanghai Haisheng Shangshou
Financial Leasing Co., Ltd.
Chinese Enterprise Elephant
Financial Information Services
Company Limited
Shanghai COSCO SHIPPING
Microfinance Company Limited
C0SCO SHIPPING Finance

Company Limited

Total

Shareholding at ~ Shareholding at ~ Book value at Changes in other Dividends
Initial ~the beginning of the end of the end of Gain during ~ reserve during Gain from  received during  Accounting Sources of the
investment cost the Period the Period the Period the Period the Period disposal the Period ~ ledger shareholding
(RMB) %) %) (RMB) (RMB) (RMB) (RMB) (RMB)
5,749,379,000 13.67 1367 9,235,577,000 673,102,000 (24,988,000) - - Investment in associates  Purchase
§38,959,000 RN 374 1,354,352,000 68,450,000 (6,903,000 - 26922000 Investment in associates  Purchase
320,000,000 16 16 1,021,420,000 1,276,000 32,072,000 - - Investment in associates  Purchase
50,000,000 10 10 329,638,000 23,132,000 - - 10,000,000 Investment in associates  Purchase
125,000,000 25 A 132,882,000 (1,156,000) - - - Investment in Purchase
joint ventures
20,000,000 125 125 23,065,000 4,167,000 - - - Investment in associates  Purchase
90,000,000 45 45 92,078,000 542,000 - - - Investment in associates  Purchase
1,186,390,000 338 238 2115,386,000 106,693,000 2,959,000 - 78,635,000 Investment in associates  Purchase
§,379,728,000 / / 14304.398,000 876,206,000 3,140,000 - 115,557,000

(a) Summary of principal business of the investees in the investments

Name of investee

China International Marine
Containers (Group) Co., Ltd.

Shanghai AJ Group Co., Ltd.

China Everbright Bank Co., Ltd.
Minmetals Capital Co., Ltd.
China Railway Signal &
Communication Corporation Limited
CIB Fund Management Co., Ltd.
Bank of Kunlun Co., Ltd.
Shanghai Life Insurance Co., Ltd.
China Bohai Bank Co., Ltd.
Shanghai Haisheng Shangshou
Financial Leasing Co., Ltd.
CNPC Capital Company Limited
Chinese Enterprise Elephant
Financial Information Services
Company Limited
Shanghai COSCO SHIPPING
Microfinance Company Limited
COSCO SHIPPING Finance
Company Limited

Exchange

Shenzhen Stock Exchange/
The Stock Exchange of
Hong Kong Limited
(the “Hong Kong
Stock Exchange”)

Shanghai Stock Exchange

Shanghai Stock Exchange
Shanghai Stock Exchange
Shanghai Stock Exchange

NN

Shenzhen Stock Exchange

/

/
/
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Principal business

Manufacturing and
sales of containers

Investment in industries and
other financial business
Bank business
Integrated financial business
Rail transportation
control system
Fund management business
Bank business
Insurance business
Bank business
Leasing business

Integrated financial business
Financial information service

Loan extending and
other business

Deposit absorbing,
loan extending and
other business



The stock market was volatile during the six months ended 30 June 2020. The Company
expects the investment portfolio of the Group (including the above significant investments)
will be subject to the fluctuations of interest rates, market factors and macroeconomic factors,
etc. Moreover, the market value of individual shares will be affected by the financial results,
development plans as well as prospects of the industries of the relevant companies. To
mitigate the relevant risks, the Group will take appropriate measures in due course and adjust
its investment strategies in response to market circumstances.

INCOME TAX

For the six months ended 30 June 2020, the corporate income tax (“CIT”) rate applicable to the
Company and its subsidiaries in the PRC was 25%.

Pursuant to the relevant new CIT regulations, the profits derived from the Company’s offshore
subsidiaries shall be subject to applicable CIT when dividends were declared by such offshore
subsidiaries. The Company uses an applicable tax rate in accordance with relevant regulations to
pay CIT on profits of the offshore subsidiaries.

SELLING, ADMINISTRATIVE AND GENERAL EXPENSES

For the six months ended 30 June 2020, the Group’s selling, administrative and general expenses
amounted to RMB457,626,000, representing an increase of 2.1% as compared with the same period
of last year.

OTHER (LOSSES)/GAINS

For the six months ended 30 June 2020, other losses of the Group amounted to RMB 104,685,000,
representing a turnaround to losses of approximately RMB658,002,000 as compared with other
gains of RMB553,317,000 for the same period of last year, mainly attributable to the decrease in
share prices of listed equity investments held by the Group.

PROFIT ATTRIBUTABLE TO OWNERS OF THE PARENT FOR THE PERIOD

The profit attributable to owners of the parent of the Company for the six months ended 30 June
2020 was RMB855,018,000, representing a decrease of 5.5% as compared with the profit of
RMB904,362,000 for the same period of last year.

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL STRUCTURE
Liquidity and Borrowings

The Group’s principal sources of liquidity are operating cash inflow and short-term bank
borrowings. The Group’s cash is mainly used for operating expenses, repayment of loans,
procurement of containers, and the Group’s financial leasing business. During the Period, the
Group’s net operating cash inflow was RMB3,581,547,000. As at 30 June 2020, the Group’s cash
and cash equivalents amounted to RMB11,658,441,000.

As at 30 June 2020, the Group’s total bank and other borrowings amounted to RMB96,415,966,000,
with RMB38,479,008,000 repayable within one year. The Group’s long-term bank and
other borrowings are mainly used for the procurement of containers, equity acquisitions and
replenishment of liquidity.
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As at 30 June 2020, the Group’s RMB-denominated corporate bonds payable amounted to
RMB19,761,249,000, which were used for the purchase of financial lease assets, repayment of
loans and replenishment of liquidity.

The Group’s RMB-denominated borrowings at fixed interest rates amounted to
RMB26,769,922,000. USD-denominated borrowings at fixed interest rates amounted to
USD500,035,000 (equivalent to approximately RMB3,539,999,000), RMB-denominated
borrowings at floating interest rates amounted to RMB4,830,839,000, and USD-denominated
borrowings at floating interest rates amounted to USDS,655,301,000 (equivalent to approximately
RMB61,275,206,000). The Group’s borrowings are settled in RMB or USD while its cash and cash
equivalents are primarily denominated in RMB and USD.

The Group expected that capital needs for regular working capital and capital expenditure can be
funded by the internal cash flow of the Group or external financing. The Board will review the
operating cash flow of the Group from time to time. It is the intention of the Group to maintain an
appropriate composition of equity and debt to constantly achieve an effective capital structure.

Net Current Liabilities

As at 30 June 2020, the Group’s net current liabilities amounted to RMB23,741,507,000.
Current assets mainly included inventories of RMBI1,365,830,000, trade and notes receivables
of RMBI1,667,259,000, prepayments and other receivables of RMB462,959,000, the current
portion of finance lease receivables of RMB16,588,876,000, and cash and cash equivalents
and restricted deposits of RMB11,658,441,000. Current liabilities mainly included trade
payables of RMB3,230,446,000, other payables and accruals of RMB4,516,190,000, contract
liabilities of RMB147,955,000, tax payable of RMB170,511,000, short-term bank borrowings of
RMB14,732,247,000, current portion of long-term borrowings of RMB?23,746,761,000, corporate
bonds of RMB10,638,293,000, and current portion of lease liabilities of RMB225,191,000.

Cash Flows

For the six months ended 30 June 2020, the Group’s net cash inflow generated from operating
activities was RMB3,581,547,000, denominated principally in RMB and USD, representing an
increase of RMB685,606,000 as compared with the net cash inflow generated from operating
activities of RMB2,895,941,000 for the corresponding period of 2019. The balance of cash and
cash equivalents at the end of June 2020 increased by RMB2,023,345,000 as compared with the
beginning of the Period, mainly because the net cash inflow generated from operating activities
exceeded the net cash inflow generated from financing activities and investing activities. The cash
inflow generated from financing activities of the Group for the Period was mainly derived from
bank and other borrowings and such funds were used mainly for short-term operation and the
purchase and construction of containers.

20



The following table provides the information regarding the Group’s cash flow for the six months
ended 30 June 2020 and 30 June 2019:

Unit: RMB

30 June 2020 30 June 2019

Net cash generated from operating activities 3,581,547,000 2,895,941,000
Net cash used in investing activities (3,537,561,000) (4,653,192,000)
Net cash generated from/(used in) financing activities 1,923,201,000 (686,384,000)
Impact of exchange rate movement on cash 56,158,000 (3,107,000)

Net Cash Generated from Operating Activities

For the six months ended 30 June 2020, the net cash inflow generated from operating activities
was RMB3,581,547,000, representing an increase of RMB685,606,000 as compared with that of
RMB2,895,941,000 for the same period of 2019. The increase in the Group’s net cash generated
from operating activities was mainly due to the generally stable and growing momentum of the
cash flow generated from operating activities.

Net Cash Used in Investing Activities

For the six months ended 30 June 2020, the net cash outflow used in investing activities
was RMB3,537,561,000, representing a decrease of RMBI1,115,631,000 as compared with
RMB4,653,192,000 of net outflow used in investing activities for the same period of last year.
The decrease in the Group’s net cash used in investing activities was mainly due to decrease in
investments of the financial leasing business of the Group for the six months ended 30 June 2020.

Net Cash Generated from/ (Used in) Financing Activities

For the six months ended 30 June 2020, the net cash inflow from financing activities was
RMB1,923,201,000, representing an increase of RMB2,609,585,000 as compared with the net
cash outflow used in financing activities of RMB686,384,000 for the corresponding period of
2019. For the six months ended 30 June 2020, the Group’s bank and other borrowings amounted to
RMB24,543,267,000, repayment of bank and other borrowings amounted to RMB26,980,151,000,
and proceeds from new issuance of bonds amounted to RMB10,616,000,000.

Average Turnover Days of Trade and Notes Receivables

As at 30 June 2020, the Group’s net amount of trade and notes receivables was RMB1,667,259,000,
representing an increase of RMB556,259,000 as compared with the same period of last year,
of which note receivables increased by RMB156,436,000 and trade receivables increased by
RMB399,823,000, which was mainly due to the pending payment for the sales orders of the
container manufacturing segment newly signed at the end of the Period.
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Gearing Ratio

As at 30 June 2020, the Company’s net gearing ratio (i.e. net debts over shareholders’ equity) was
433%, which was higher than 416% as at 31 December 2019. The increase in net gearing ratio was
mainly due to the increase in borrowings during the Period.

Foreign Exchange Risk

Revenues and costs of the Group’s shipping-related leasing business and container manufacturing
operations are settled or denominated in USD. As a result, the impact on the net operating revenue
due to RMB exchange rate fluctuation can be offset by each other to a certain extent. For the six
months ended 30 June 2020, the Group recorded an exchange gain of RMB34,133,000 which was
mainly due to fluctuations of the USD exchange rate during the Period; the decrease in exchange
difference which was charged to equity attributable to shareholders of the parent amounted to
RMB163,980,000. The Group will continue to monitor the exchange rate fluctuation of RMB and
major international settlement currencies, reduce the loss arising from exchange rate fluctuation,
and take appropriate measures to mitigate the Group’s foreign exchange risk when necessary.

Capital Expenditures

For the six months ended 30 June 2020, the Group’s expenditures on the acquisition of containers,
machinery and equipment and other expenditures amounted to RMB1,549,260,000, expenditures on
the acquisition of finance lease assets amounted to RMB11,532,075,000.

Capital Commitments

As at 30 June 2020, the Group had RMB400,395,000 in capital commitment to fixed assets which
had been contracted but not provided for, and RMB648,241,000 in equity investment commitment.

Pledge

As at 30 June 2020, certain container vessels and containers with net carrying value of
approximately RMB27,272,275,000 (31 December 2019: RMB25,765,286,000), finance lease
receivables of RMB26,230,951,000 (31 December 2019: RMB24,015,141,000) and restricted
deposits of RMB571,827,000 (31 December 2019: RMB237,539,000) of the Group were pledged
for the grant of bank borrowings and issuance of corporate bonds.

SUBSEQUENT EVENTS

There were no significant subsequent events for the Group after 30 June 2020.

CONTINGENT LIABILITIES

As at 30 June 2020, there were no significant contingent liabilities for the Group.
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EMPLOYEES, TRAINING AND BENEFITS

As at 30 June 2020, the Group had 7,701 employees, and the total staff costs for the Period
(including staff remuneration, welfare and social insurance) amounted to approximately
RMB809,760,000 (including outsourced labour costs).

Remuneration management, as one of the most effective incentives and a form of enterprise value
distribution, was carried out on the basis of total budget control, value creation, internal fairness,
market competition and sustainable development. Based on the principle of “contractualized
management, differential compensation”, the senior management of the Company has introduced
and implemented the professional manager system and strengthened the incentive and restraint
mechanism based on performance management. The Company’s comprehensive remuneration
system applicable to the employees of the Company mainly consists of: (1) salaries, including
position/title salary, performance salary, special incentives and allowances; (2) benefits, including
mandatory social insurance, provident housing fund and corporate welfares; (3) approved
schemes, and other items in support of corporate strategies and corporate culture. Further, the
Company adopted the A share option incentive scheme in 2020 to facilitate the establishment and
improvement of the incentive systems of the Company and incentivize the senior management and
core management and business personnel of the Group.

To support the Company’s human resources management reform, talent development and training,
the Company has reconstructed its employee training system to make it base on identification
of demand, with the support of clearly defined responsibilities and list-based management. We
have enhanced the training content and implementation system, and improved the effectiveness
of training resource allocation, staff training participation and satisfaction. Based on the training
system, various training programmes were designed and implemented to address different types
of business and positions, covering topics such as transformation and innovation, industry
development, management capability, financial business, risk management, safety and personal
attributes.

DIVIDEND

The Board did not recommend the payment of any dividend for the six months ended 30 June
2020.

PURCHASE, SALE OR REDEMPTION OF THE LISTED SECURITIES OF THE
COMPANY

During the six months ended 30 June 2020, neither the Company nor any of its subsidiaries had
purchased, sold or redeemed any of the listed securities of the Company.

AUDIT COMMITTEE
The audit committee of the Company (the “Audit Committee”) consists of two independent
non-executive directors, namely Mr. Lu Jianzhong and Mr. Cai Hongping, and one non-executive

director, namely Mr. Huang Jian.

The Audit Committee has reviewed the interim results of the Company for the Period and agreed
to the accounting treatment adopted by the Company.
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CORPORATE GOVERNANCE CODE

The Company was in full compliance with all the code provisions of the Corporate Governance
Code set out in Appendix 14 to the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”) during the Period.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding securities transactions by directors,
supervisors and relevant employees on terms no less exacting than the required standard set out in
the Model Code for Securities Transactions by Directors of Listed Issuers (the “Model Code”) as
set out in Appendix 10 to the Listing Rules. Having made specific enquiry by the Company of all
directors and supervisors of the Company, the directors and supervisors have each confirmed their
compliance with the required standard set out in the Model Code regarding securities transactions
by directors and supervisors during the Period. The Company is not aware of any non-compliance
with these guidelines by the relevant employees.

DISCLOSURE OF INFORMATION

This announcement is published on the website of the Hong Kong Stock Exchange at http://
www.hkexnews.hk and the Company’s website at http://development.coscoshipping.com. The
interim report of the Company for the six months ended 30 June 2020, which includes the relevant
financial information as required by Appendix 16 to the Listing Rules, will be despatched by the
Company to its shareholders and published on the websites of the Hong Kong Stock Exchange and
the Company in due course.

By order of the Board
COSCO SHIPPING Development Co., Ltd.
Cai Lei
Joint Company Secretary

Shanghai, the People’s Republic of China
28 August 2020

As at the date of this announcement, the Board comprises Mr. Wang Daxiong, Mr. Liu Chong and
Mr. Xu Hui, being executive directors of the Company, Mr. Feng Boming, Mr. Huang Jian and
Mr. Liang Yanfeng, being non-executive directors of the Company, and Mr. Cai Hongping, Ms.
Hai Chi Yuet, Mr. Graeme Jack, Mr. Lu Jianzhong and Ms. Zhang Weihua, being independent
non-executive directors of the Company.

* The Company is a registered non-Hong Kong company as defined in the Companies Ordinance (Chapter 622
of the Laws of Hong Kong) and it is registered under its Chinese name and under the English name “COSCO
SHIPPING Development Co., Ltd.”.
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