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Case: Hutchison Whampoa Limited and the Phase II Shanghai Deep-water Port Project
Team: Vidya Vishal, Jerry Wang, Grace Zhao, Gaobo Zhou

Note to the Instructor:

The case is set in September 2004. 
By 2000, the booming Chinese economy and the increasing demand for container transport had exposed the constraints on the existing Shanghai ports. This, coupled with the rising importance of Shanghai as a trade center, led to the Chinese government’s decision to build a new deep-water port at the Yangshan islands, about 30km from Shanghai. Phase I was already under construction, and was estimated to be completed by the end of 2005. Phase II is now in the planning stage, and is expected to be completed by 2006. Whereas Phase I was completely under the ownership of the government, Phase II was being opened for private investors, and foreign investors were welcomed. This case takes the perspective of Hutchison Whampoa Limited (HWL), a HK-based company, who through its subsidiary, Hutchison Port Holdings, is the world’s leading port operator. We analyze whether or not it is a good idea for HWL to invest in Yangshan Deepwater Port Phase II.
In particular, students must consider the following points:

· Market risk

· Trends in demand
· Competition from existing and newer ports

· Pre-completion risks

· Post-completion risks/Operational challenges 

· Sovereign risk
· Estimating risk-adjusted cost of capital

· Real options

· Other potential investors
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