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CYCLE & CARRIAGE LIMITED


2001 INTERIM REPORT


GROUP HIGHLIGHTS



                  Unaudited 



Six months ended 30 June

	

	
2001
	
2000
	     Change %

	
	
	
	
	

	Turnover
	
S$2,277 m
	
S$ 2,060 m
	
	11

	
	
	
	
	

	Profit attributable to shareholders
	
	
	
	

	 excluding exceptional items
	
S$     64 m
	
S$      83 m
	
	(23

	
	
	
	
	

	Profit attributable to shareholders
	
S$     26 m
	
S$      19 m
	
	33

	
	
	
	
	

	Earnings per share excluding exceptional items
	
27.1 cts
	
35.5 cts
	
	(23

	
	
	
	
	

	Earnings per share
	
10.9 cts
	
8.3 cts
	
	33

	
	 
	
	
	

	Gross dividends per share
	
3.0 cts
	
5.0 cts
	
	(40

	
	
	
	
	

	
	At 30.6.2001
	
At 31.12.2000
	
	

	
	
	
	
	

	Shareholders’ funds
	
S$  720  m
	
S$     686 m
	
	5

	
	
	
	
	

	Net asset value per share
	
S$       3.08
	
S$        2.93
	
	5


Results

The major markets in which the Group operates experienced an economic decline as a consequence of the slowdown in the United States of America.  In the case of Indonesia, the economy was further impacted by political turmoil and the declining currency.

In addition, the Group felt the effect of the loss of the Mercedes-Benz distribution rights in Singapore with effect from 1 January 2001, although it remained the exclusive retailer and after sales agent.  The impact of this loss was cushioned in this period due to stocks carried over from the previous year on which the distributor’s margin was still earned.

Profit attributable to shareholders excluding exceptional items was S$63.5 million, 23% below the previous year, for the six months ended 30 June 2001.

The continued Rupiah weakness once again resulted in major foreign exchange losses in Astra on its uncovered US$ debt of which the Group’s share of the losses was S$62.9 million.  However, the Group only accounted for S$45.7 million of this loss as this effectively reduced the carrying value of the Group’s investment in Astra to a nominal value.  A gain of S$5.9 million arose from the sale of 50% of the Audi distribution business in Australia to Audi AG and a writeback in MCL Land’s provision for foreseeable losses for development properties of S$1.9 million was made.

The profit attributable to shareholders was S$25.6 million, 33% above the previous year.  Earnings per share at 10.9 cents were also 33% above the previous year.

Interim Dividend
An interim dividend of 3 cents or 3% (2000: 5 cents or 5%) less income tax at 24.5% (2000:  25.5%) has been declared for the six months to 30 June 2001.  The Cycle & Carriage Limited Scrip Dividend Scheme, under which shareholders may elect to receive dividends in the form of shares instead of cash, will apply to the interim dividend.  The books closure date and payment date of this interim dividend are set out in paragraph 10 below, and further details for participation in the Scheme will be announced separately. 

Corporate Events

January
Cycle & Carriage increased its interest in Cycle & Carriage Motor Dealer Pte Ltd to 50% with the acquisition of an additional 23% stake for S$1.1 million.  The acquisition underlines the Group’s commitment to further broaden its investment in the Mercedes-Benz retail network in Singapore in support of its core motor vehicle business.
March

Cycle & Carriage announced the formation of a 50/50 joint venture between its wholly owned subsidiary, Cycle & Carriage (Australia) and Audi AG in relation to the importation and distribution of Audi vehicles in Australia.  The joint venture company will serve as the exclusive importer and distributor of Audi vehicles in Australia.

MCL Land successfully tendered for a 99-year 313,156 sq ft land parcel at Choa Chu Kang Loop for S$158.7 million which can accommodate about 700 condominium units.

April

Cycle & Carriage subscribed for a 50% stake for S$750,000 in Motormart Enterprises Pte Ltd, a joint venture with three partners to establish a used car company.  The joint venture will complement the Group’s automotive business in Singapore and further establish the used car business as part of the retail focus of the Group.  

MCL Land’s freehold 65-unit condominium project, Balmoral Residences obtained its Temporary Occupation Permit (“TOP”).

May
Phase I of Ubi Tech Park, a MCL Land joint venture industrial development with CapitaLand Limited, obtained TOP.

July
MCL Land launched its joint venture riverfront condominium project Rio Vista consisting of 716 apartments located at Upper Serangoon View, beside the Serangoon River.
Operational Review

Motor

Earnings from the motor vehicle operations were S$48.4 million, 25% below the previous year with a decline in all major markets.

The Singapore passenger car market grew by 34% due to the increased number of Certificates of Entitlement (“COE”) that were made available.  Cycle & Carriage saw a decline in its market share to 17% due to the intense competition in the middle and lower sectors of the market.

Mercedes-Benz market share decreased to 5% with sales of 1,898 units.  Demand for the new C-class was strong, but supply was limited by the worldwide demand.  Margins for Mercedes-Benz were impacted by the loss of the distribution rights with effect from 1 January 2001.  The distributor’s margin was however still earned on stocks carried over from 2000.  Sales of Mitsubishi, Proton and Kia grew by 38% to 4,071 units.  Commercial vehicle sales grew by 14% to 1,100 units, lower than the market growth of 17%.

Earnings for the Singapore motor operations at S$38.0 million were below the previous year due to the lower Mercedes-Benz margins and strong competition.

The non-national car sector in Malaysia improved by 2%.  Sales for Cycle & Carriage Bintang Berhad declined due to delays in the local assembly of the Mercedes-Benz S-class and C-class and the launch of the new Mazda passenger car.  Margins improved due to the local assembly of the Mercedes-Benz passenger cars.  

Together with Cycle & Carriage (Malaysia), the Group’s Malaysian motor interests contributed S$8.8 million.

The Australian passenger car market improved by 7% to 256,826 units largely due to the market in the previous year having been impacted by the pending introduction of Goods & Services Tax.  Cycle & Carriage (Australia) achieved sales of 18,839 units of Hyundai and 1,318 units of Audi, giving it a reduced market share of 8%.  The Audi distribution business became a joint venture with Audi AG.  Profit contribution from Australia declined to S$0.5 million as the weak Australian dollar put the operations at a disadvantage to certain of its competitors who have local manufacturing operations.

The contribution from New Zealand improved to S$1.1 million due to the inclusion of Truck Investments for the full six months.

Property
The contribution from property operations for the first six months was S$5.0 million.

The office and industrial rental markets reflected the slowdown and residential buyers adopted a cautious approach in the face of the economic uncertainty.  Buyers, however, responded well to projects that were attractively priced.

The Group’s investment properties continued to experience healthy occupancy and stable rental rates during the period under review.  No progress has been made on the disposal of MCL Land’s investment properties as the present market is not conducive to a sale.

The contribution from development properties was mainly from The Sunnydale and Sims Residences.  As at 30 June 2001, 83% of the 112-apartment Sims Residences project has been sold while for the Forest Hills project, 74% of the 128 apartments have been sold.  A total of 202 units were sold out of a total of 432 units launched in the Ubi Tech Park joint venture project.

The luxury Balmoral Residences project has been completed but sales are weak in the present market.

Astra
The underlying economy in Indonesia remains surprisingly robust considering the political and economic turmoil taking place.  The motor vehicle market grew by 21% to 119,636 units for the first five months of the year while the motorcycle market more than doubled to 656,834 units.

Astra’s auto sales at 50,258 units were maintained at around the previous year’s level despite a strike at a supplier which severely disrupted Kijang production.  Full production has since resumed.  Motorcycle sales grew by 106% to 328,150 units.  Astra Honda Motors, the motorcycle joint venture, was able to partly reverse the market share gains made by cheap imports in the second half of 2000.

Productivity improvements continue to be made in Astra’s palm oil activities but prices remain weak due to over-supply.

Due to the size and complexities of Astra, its results are reported later.  As such Astra’s results are only equity accounted for the six months from 1 December 2000 to 31 May 2001, but adjusted for significant transactions including exchange losses occurring in June 2001.  The contribution from the Group’s 31% shareholding in Astra was an operating profit of S$20.1 million for the six months.

The Indonesian currency was however, a major casualty of the political and economic turmoil and the Rupiah declined from a rate of Rp9,595 = US$1 at 31 December 2000 to Rp11,440 = US$1 at 30 June 2001, a 19% decline.  This resulted in further significant exchange losses on Astra’s uncovered US$ debt of which the Group’s share was S$62.9 million, but only S$45.7 million was equity accounted by the Group as the carrying value of its investment in Astra has been reduced to a nominal value and equity accounting discontinued in line with the Group’s accounting policy.

Astra fully prepaid its Series I debt obligations in March 2001 but the high level of foreign currency debt remains a problem in the weak currency environment.

Other Interests
Other interests showed an increased deficit due to the funding costs on the Astra investment.

Prospects
The economic decline experienced in the region in the first half of the year is expected to continue and will have an impact on the Group’s performance.

The Singapore passenger car market is expected to grow while the commercial vehicle market will decline sharply due to the COE quotas determined by the Singapore Land Transport Authority.  Competition will remain tough and the Singapore motor operations will no longer have the benefit of the distribution margin on carried over stock.  In Malaysia, the non-national car sector is not expected to strengthen and the Australian market is likely to be flat.

MCL Land launched Rio Vista in July 2001 and intends to launch its Robertson 100 and Choa Chu Kang projects in the second half of the year.  Prices are expected to remain lacklustre and these projects are not expected to make any meaningful contribution until 2002 as their level of completion of construction by year end will be low.

Occupancies for the Group’s investment properties should remain satisfactory with rentals levelling off.

The markets have reacted favourably to the recent smooth political change in Indonesia, but it remains to be seen whether this will be sustained.  Astra’s performance will be highly dependent on the outcome.

The directors expect that the trading performance for the second half of the year will be lower than for the first half, primarily due to the boost given to the first half by the carried over Mercedes-Benz stocks in Singapore.  The value of the Rupiah will have a major impact on Astra and the Group’s attributable profit.

	Cycle & Carriage Limited

Consolidated profit and loss account






    
Unaudited

	Six months ended 30 June
	
	     2001
	
	
	      2000
	          Change

	
	Note
	     S$m
	
	
	       S$m
	                    %

	
	
	
	
	
	
	

	Turnover
	    3
	2,276.9
	
	
	2,060.2
	11

	
	
	
	
	
	
	

	Operating profit
	
	68.4
	
	
	99.4
	- 31

	Associates
	
	48.7
	
	
	39.6
	23

	
	
	
	
	
	
	

	Trading profit
	
	117.1
	
	
	139.0
	- 16

	
	
	
	
	
	
	

	Exceptional items
	    4
	(56.1)
	
	
	(90.8)
	- 38

	
	
	
	
	
	
	

	Profit before interest
	    6
	61.0
	
	
	48.2
	27

	
	
	
	
	
	
	

	Net interest 
	
	(14.2)
	
	
	(6.3)
	125

	
	
	
	
	
	
	

	Profit before taxation
	    3
	46.8
	
	
	41.9
	12

	
	
	
	
	
	
	

	Taxation
	    5
	(16.3)
	
	
	(17.2)
	-5

	
	
	
	
	
	
	

	Profit after taxation
	
	30.5
	
	
	24.7
	23

	
	
	
	
	
	
	

	Minority interests
	
	(4.9)
	
	
	(5.4)
	- 9

	
	
	
	
	
	
	

	Profit attributable to shareholders
	    6
	25.6
	
	
	19.3
	33

	
	
	
	
	
	
	

	Dividends
	
	-
	
	
	(8.7)
	nm

	
	
	
	
	
	
	

	Retained profit
	
	25.6
	
	
	    10.6
	142

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	       cts
	
	
	        cts
	%

	Earnings per share excluding exceptional items

    (basic and fully diluted)
	
	27.1
	
	
	35.5
	- 23

	Earnings per share (basic and fully diluted)
	
	10.9
	
	
	8.3
	33

	
	
	
	
	
	
	

	Gross dividends per share  (gross)
	
	      3.0
	
	
	5.0
	- 40

	Net asset value per share
	
	S$3.08
	
	
	  S$2.71
	14

	
	
	
	
	
	
	

	
	
	
	
	

	nm - not meaningful
	
	
	
	


	Cycle & Carriage Limited

Consolidated balance sheet


	
	
	Unaudited
	
	      Audited

	
	
	 At 30.6.01
	
	At 31.12.00

	
	
	          S$m
	
	 S$m

	
	
	
	
	

	Fixed assets
	
	133.8
	
	139.2

	Investment properties
	
	580.5
	
	571.9

	Development properties
	
	595.0
	
	568.2

	Interests in associates
	
	309.4
	
	290.4

	Other non-current assets
	
	32.9
	
	32.1

	
	
	
	
	

	Current assets
	
	
	
	

	  Stocks
	
	397.1
	
	392.5

	  Development property for sale
	
	141.1
	
	
(

	  Debtors
	
	162.3
	
	195.7

	  Bank and other liquid funds
	
	115.2
	
	93.7

	
	
	
	
	

	
	
	815.7
	
	681.9

	Current liabilities
	
	
	
	

	  Creditors
	
	347.7
	
	406.5

	  Borrowings due within one year
	
	173.1
	
	159.3

	
	
	
	
	

	
	
	520.8
	
	565.8

	
	
	
	
	

	Net current assets
	
	294.9
	
	116.1

	
	
	
	
	

	Borrowings due after one year
	
	(802.3)
	
	(612.1)

	Other non-current liabilities
	
	(11.0)
	
	(10.1)

	
	
	
	
	

	
	
	1,133.2
	
	   1,095.7

	
	
	
	
	

	Capital employed
	
	
	
	

	
	
	
	
	

	Share capital
	
	234.0
	
	234.0

	Reserves
	
	486.2
	
	451.6

	
	
	
	
	

	Shareholders’ funds
	
	720.2
	
	685.6

	Minority interests
	
	413.0
	
	410.1

	
	
	
	
	

	
	
	1,133.2
	
	1,095.7

	
	
	
	
	


	Cycle & Carriage Limited

Consolidated statement of cash flows


	
	
	    Unaudited

	Six months ended 30 June
	
	              2001

	
	
	              S$m

	
	
	

	Operating profit
	
	68.4

	Adjustments for
	
	

	   Depreciation and fixed assets written off
	
	7.4

	   Foreign currency translation difference
	
	(7.9)

	
	
	(0.5)

	
	
	

	Changes in development properties
	
	(162.7)

	Changes in working capital
	
	(40.3)

	
	
	

	Cash flows from operating activities
	    
	(135.1)

	
	
	

	Net interest paid
	
	(16.6)

	Income taxes paid
	
	(29.3)

	
	
	(45.9)

	
	
	

	Cash flows from investing activities
	
	

	Sale of fixed assets 
	
	1.3

	Purchase of fixed assets and shares in associates
	
	(14.0)

	Disposal of a subsidiary, net of cash disposed
	
	8.7

	Dividends received from associates
	
	4.5

	
	
	0.5

	Cash flows from financing activities
	
	

	Loans to minority shareholders
	
	(1.4)

	Term loans
	
	217.2

	Dividends to minority shareholders
	
	(3.4)

	Dividends paid
	
	
-

	
	
	212.4

	
	
	

	Net change in cash and cash equivalents
	
	31.9

	
	
	

	Cash and cash equivalents at the beginning of the period
	
	82.3

	
	
	

	Effect of exchange rate changes
	
	0.5

	
	
	

	Cash and cash equivalents at the end of the period
	
	114.7


	  Cycle & Carriage Limited

  Notes


1
Basis of preparation

The financial information contained in this announcement has been based on the unaudited results for the six months ended 30 June 2001 which have been prepared in accordance with the Statements of Accounting Standard.  The accounting policies used in the presentation of the interim report are consistent with those used in the 2000 audited accounts, except for the adoption of nine new/revised Statements of Accounting Standard.  There are no changes in accounting policies that materially affect profit or shareholders’ funds resulting from the adoption of the new standards.

2
Company profit and loss account


Company
	Six months ended 30 June
	
	      2001
	
	     2000
	Change

	
	Note
	S$m
	
	     S$m
	%

	
	
	
	
	
	

	Turnover
	  3
	  49.3
	
	113.0
	- 56

	
	
	
	
	
	

	Profit before exceptional item
	
	46.3
	
	114.6
	- 60

	Exceptional item
	  4
	(17.1)
	
	-
	100

	
	
	_____
	
	_____
	

	Profit before taxation
	  3
	29.2
	
	114.6
	- 75

	Taxation
	  5
	(12.0)
	
	(28.9)
	- 58

	
	
	_____
	
	_____
	

	[image: image1.jpg]Profit after taxation
	
	17.2
	
	85.7
	- 80

	Dividends
	
	-
	
	(8.7)
	- 100

	
	
	_____
	
	_____
	

	Retained profits
	
	  17.2
	
	  77.0
	- 78

	
	
	 
	
	
	


3
Turnover and profit




 Group
     Company

	     Six months ended 30 June
	      2001
	     2000
	Change
	      2001
	     2000
	Change

	
	      S$m
	      S$m
	%
	      S$m
	      S$m
	%

	Turnover includes:
	
	
	
	
	
	

	Investment income
	       - 
	
       -
	           -
	    48.6
	112.2
	- 57

	
	
	
	
	
	
	

	Profit before taxation
	
	
	
	
	
	

	   is determined after including:
	
	
	
	
	
	

	Exceptional items
	(56.1)
	(90.8)
	- 38
	(17.1)
	-
	100

	Depreciation
	(7.4)
	(7.3)
	1
	(0.1)
	(0.1)
	-

	Interest on borrowings
	(15.9)
	(10.7)
	49
	(9.8)
	(4.2)
	133

	Interest income
	1.7
	4.4
	- 61
	9.6
	6.1
	57

	Net exchange gain/(loss)
	(0.4)
	 1.5 
	nm
	       - 
	 1.3 
	- 100

	
	
	
	
	
	
	


4 
Exceptional items


The exceptional items included in the profit before taxation are as follows:



Group
Company

	      Six months ended 30 June
	       2001
	       2000
	
	         2001
	     2000

	
	       S$m
	       S$m
	
	         S$m
	      S$m

	 Provision written back by a subsidiary 
	
	
	
	
	

	    for foreseeable losses on certain 

    development properties
	3.3
	1.6
	
	-
	-

	 Provision for amount owing by a subsidiary
	-
	-
	
	(17.1)
	-

	 Share of exchange losses on an associate’s

    foreign currency debt
	(65.3)
	(92.4)
	
	-
	-

	 Profit on sale of shares in a subsidiary
	5.9
	-
	
	-
	-

	
	_____
	_____
	
	______
	    ____

	
	 (56.1)
	 (90.8)
	
	 (17.1) 
	
       -



 The exceptional items included in the profit after taxation and minority interests are as follows:




             Group
Company


	      Six months ended 30 June
	       2001
	     2000
	
	     2001
	      2000

	
	       S$m
	      S$m
	
	     S$m
	       S$m

	 Provision written back by a subsidiary 
	
	
	
	
	

	    for foreseeable losses on certain 

    development properties
	1.9
	1.0
	
	-
	
-

	 Provision for amount owing by a subsidiary
	-
	-
	
	(17.1)
	
-

	 Share of exchange losses on an associate’s

   foreign currency debt
	(45.7)
	(64.7)
	
	-
	
-

	 Profit on sale of shares in a subsidiary
	   5.9
	        -
	
	       -
	
        -

	
	 (37.9) 
	 (63.7) 
	
	 (17.1) 
	
         - 


5
 Taxation




             Group
Company


	
 Six months ended 30 June
	
2001
	
2000
	
	
2001
	
2000

	
	
S$m
	
S$m
	
	
S$m
	
S$m

	 Current year
	17.0
	27.0
	
	11.9
	28.8

	 Deferred taxation
	   1.2
	  0.8
	
	0.1
	0.1

	 Adjustment in respect of prior years
	   0.4
	
      - 
	
	
      - 
	
     - 

	 Group taxation
	18.6
	27.8
	
	12.0
	28.9

	 Share of associates’ taxation
	   (2.3)
	(10.6)
	
	
      - 
	
     - 

	
	  16.3 
	 17.2
	
	 12.0 
	 28.9 


The Group’s effective taxation rate is higher than the standard rate due to certain costs not being deductible for income tax purposes and higher tax rates in certain foreign subsidiaries.  The share of associates’ tax credits is due mainly to the recognition of the Group’s share of Astra’s deferred income tax benefits on timing differences and tax losses.

6
Segment information





          Profit
Profit




       before
attributable to




Turnover
      interest
shareholders
	Six months ended 30 June
	    2001
	    2000
	     2001
	      2000
	     2001
	     2000

	
	S$m
	S$m
	     S$m
	 S$m
	S$m
	S$m

	Analysis by activity :
	
	
	
	
	
	

	Motor
	1,449.1
	1,574.5
	73.1
	97.0
	48.4
	64.9

	Property
	74.6
	110.3
	12.1
	17.2
	5.0
	8.9

	Astra
	716.8
	310.0
	32.5
	23.6
	20.1
	11.1

	Other interests
	     36.4
	     65.4
	  (0.6)  
	     1.2
	 (10.0)
	    (1.9)

	
	2,276.9
	2,060.2
	117.1
	139.0
	63.5
	83.0

	Exceptional items
	           -
	           -
	   (56.1)
	  (90.8)
	  (37.9)
	  (63.7)

	
	 2,276.9
	 2,060.2
	    61.0
	   48.2 
	   25.6 
	   19.3 

	
	
	
	
	
	
	

	Analysis by geographical
	
	
	
	
	
	

	   location :
	
	
	
	
	
	

	Singapore
	994.6
	1,044.3
	60.8
	86.6
	32.3
	54.6

	Malaysia
	122.8
	160.7
	16.0
	15.5
	9.5
	9.9

	Indonesia
	716.8
	310.0
	32.5
	23.6
	20.1
	11.1

	Australasia
	428.0
	523.9
	7.8
	11.2
	1.6
	5.3

	Other 
	     14.7
	     21.3
	_      -
	     2.1
	      -
	     2.1

	
	2,276.9
	2,060.2
	117.1
	139.0
	63.5
	83.0

	Exceptional items
	          -
	           -
	 (56.1)
	  (90.8)
	  (37.9)
	  (63.7)

	
	 2,276.9
	 2,060.2
	   61.0
	   48.2 
	   25.6 
	    19.3 


	7
 Group borrowings
	
	              At
	
	                At

	
	
	   30.6.2001
	
	  31.12.2000

	
	
	           S$m
	
	             S$m

	 Repayable within one year
	
	
	
	

	   - secured
	
	123.9
	
	126.9

	   - unsecured
	
	49.2
	
	32.4

	 Repayable after one year
	
	
	
	

	   - secured
	
	282.3
	
	212.1

	   - unsecured
	
	520.0
	
	400.0

	
	
	       _____
	
	    _____

	 
	
	 975.4
	
	 771.4


8
Issue of shares


The number of shares that may be issued on conversion of all outstanding options granted pursuant to the CCL Senior Executives’ Share Option Scheme and the CCL Executives’ Share Option Scheme 2000 amounted to 3,003,500 (31.12.00: 1,936,000).  No options were exercised during the period under review.


Between 31 December 2000 and 30 June 2001, there were no rights, bonus or equity issues. 


On 9 July 2001, 3,584,657 new ordinary shares of S$1.00 each were issued at an issue price of S$3.29 for each new share to shareholders who had elected to participate in the Cycle & Carriage Limited Scrip Dividend Scheme in respect of the final dividend for the financial year ended 31 December 2000.

9
Other
The results do not include any pre-acquisition profits and have not been affected by any item, transaction or event of a material or unusual nature other than the exceptional items set out in note 4 of this report. No other significant transaction or event has occurred between 30 June 2001 and the date of the report.

10
Closure of books
NOTICE IS HEREBY GIVEN that the Transfer Books and the Register of Members will be closed from 17 August 2001 to 20 August 2001 (both dates inclusive) for the purpose of determining shareholders’ entitlement to the interim dividend.

Duly completed transfers received by Cycle & Carriage’s Share Registrar, Barbinder & Co. Pte Ltd at 8 Cross Street #11-00, PWC Building, Singapore 048424 up to 5.00 p.m. on          16 August 2001 (“Books Closure Date”) will be registered before entitlements to the interim dividend are determined.  Shareholders whose securities accounts with The Central Depository (Pte) Limited are credited with shares as at the Books Closure Date will be entitled to the interim dividend.

Fully paid new shares to be issued pursuant to elections by eligible shareholders to receive the interim dividend in scrip will be allotted and issued on or about 2 October 2001.  The interim dividend will be paid on or about 2 October 2001.

By Order of the Board

Ho Yeng Tat

Group Company Secretary

Singapore

31 July 2001
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Incorporated in Bermuda with limited liability
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