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INTERIM RESULTS


The Directors of The Hong Kong Mortgage Corporation Limited (the “HKMC ”) are pleased to announce the unaudited interim results of the HKMC for the six months ended 30 June 1998 together with the audited operating results for the period ended 31 December 1997 as follows:
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�









Half-year to


30 June 1998�
�
From 


3 March 1997 


(the date of incorporation) to 


31 December 1997�
�
�
�
HK$’000�
�
HK$’000�
�
�
�
�
�
�
�
Interest Income�
�
116,277�
�
18,354�
�
�
�
�
�
�
�
INTEREST EXPENSES�
�
(47,312)�
�
-      �
�
�
�
�
�
�
�
NET INTEREST income�
�
68,965�
�
18,354�
�
�
�
�
�
�
�
Other expenses, Net�
�
(51)�
�
(1)�
�
�
�
�
�
�
�
TOTAL INCOME�
�
68,914�
�
18,353�
�
�
�
�
�
�
�
Operating expenses�
�
(34,159)�
�
(38,605)�
�
�
�
�
�
�
�
OPERATING PROFIT / (loss) BEFOre PROVISION�
�
34,755�
�
(20,252)�
�
�
�
�
�
�
�
Provision for bad and doubtful debts�
�
(6,516)�
�
-      �
�
�
�
�
�
�
�
Operating PROFIT/(Loss) BEFORE TAXATION�
�
28,239�
�
(20,252)�
�
�
�
�
�
�
�
Taxation (Note 1)�
�
(3,425)�
�
-      �
�
�
�
�
�
�
�
OPERATING PROFIT/(LOSS) FOR THE PERIOD�
�
24,814�
�
(20,252)�
�



�



�
�
�
At 30 June


1998�
�
 At 31 December 1997�
�
�
�
HK$’000�
�
HK$’000�
�
�
�
�
�
�
�
Mortgage portfolio, net�
�
4,140,626�
�
650,066�
�
�
�
�
�
�
�
Total assets�
�
4,258,277�
�
983,607�
�
�
�
�
�
�
�
Debt securities issued-Notes�
�
1,500,000�
�
-      �
�
�
�
�
�
�
�
Shareholder’s equity�
�
1,004,562�
�
979,748�
�
�
�
�
�
�
�
Capital-to-Assets Ratio�
�
20.4%�
�
99.6%�
�
�
�
�
�
�
�



Note: 





1.	The provision for Hong Kong profits tax is calculated at 16% of the estimated assessable profits derived from Hong Kong for the period.








Financial Review





The operating profit before tax for the six months ended 30 June 1998 was HK$28.2 million.  This has enabled the HKMC to recoup the full amount of the operating loss of HK$20.3 million in 1997.





In the first half of 1998, the HKMC purchased mortgage loans with an aggregate principal value of HK$3.7 billion from 16 approved Sellers, including HK$309 million of fixed adjustable rate mortgages (“FARM”).  Interest income comprised interest income from the mortgage portfolio and bank deposits.  As a result of the gradual build-up of the mortgage loans to HK$4.1 billion, interest income from the mortgage portfolio increased from HK$5.5 million in 1997 to HK$112 million in the first half of 1998.





To finance the purchase of mortgage loans from the Approved Sellers, the HKMC issued three tranches of fixed rate notes under the Note Issuance Program for an aggregate of HK$1.5 billion with maturity periods of 2 years (HK$0.5 billion) and 3 years (HK$1 billion).





The HKMC earned net interest income of HK$69 million in the first half of 1998.  





The total operating expenses amounted to HK$34.2 million for the six months to 30 June 1998.  Major expenses included staff costs of HK$21.9 million, office rental and related charges of HK$4.3 million and depreciation charges of HK$3.2 million.





The HKMC made a general provision for bad and doubtful debts amounting to HK$6.5 million.  No specific provision for bad and doubtful debts was made as at 30 June 1998, reflecting satisfactory credit quality of the mortgage portfolio.   








To ensure that the HKMC is managed in a prudent manner, the Financial Secretary of the Government of the Hong Kong Special Administrative Region issued guidelines in 1997 in respect of the minimum Capital-to-Assets ratio (“CAR”) to be maintained by the HKMC.  The minimum CAR stipulated in the guidelines is 5%. As at 30 June 1998, the CAR stood at 20.4% (31 December 1997: 99.6%).
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