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HALLWOOD GROUP REPORTS RESULTS FOR
THE TH RD QUARTER ENDED SEPTEMBER 30, 1998

Dal | as, Texas, Novenber 16, 1998—Fhe Hal |l wod G oup | ncorporated
(NYSE-HWG) today reported results for the third quarter ended
Sept enber 30, 1998.

Revenue was $26.8 million, conmpared to $28.1 million in the prior-
year quarter. Net income was $191,000, or $0.15 per share,
conpared to $55,000, or $0.04 per share, a year ago.

For the nine nonths, revenue was $90.0 million, conpared to $116.2
mllion in the 1997 period. Net incone was $2.4 nmillion or $1.83
per share, conpared to $11.7 million, or $7.79 per share in 1997.
The 1997 nine nonth period included a gain of $18.3 mllion from
the sale of the Conpany's investnent in its fornmer associated
conpany, ShowBiz Pizza Tine, Inc., now known as CEC Entertai nnent,
Inc., partially offset by a non-cash deferred tax charge of $8.96
mllion and a current tax charge of $535, 000, and an extraordi nary
gain fromthe extingui shnent of debt of $877, 000.

Following is a divisional conparison of the third quarter and nine
nmonth results:

Asset managenent, consisting of real estate and energy segnents,
earned $1.4 million in the 1998 quarter, conpared to $1.2 nillion
in the 1997 quarter. The real estate segnent earned $1.3 nillion
for the 1998 quarter on revenue of $1.9 mllion, conpared to incone
of $737,000 in the 1997 quarter on revenue of $1.3 mllion. The
energy segnment reported income of $83,000 in the 1998 quarter on
revenue of $1.3 mllion, conpared to incone of $506, 000 on revenue
of $1.6 mllion in the 1997 quarter, principally due to declining
oil and gas prices and related property inpairnents.

For the nine nonths, the asset nmanagenent division earned $3.5
mllion, conpared to $3.6 mllion in 1997, and revenue was $9.0
mllion, conpared to $8.8 mllion in 1997.

Operating subsidiaries, consisting of textile products and hotel
operations, reported a loss of $358,000 in the 1998 quarter,
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conpared to a $145,000 loss in the 1997 quarter. The 1998 quarter
income for the textile products segnent was $58, 000 conpared to a
| oss of $13,000 in 1997, although revenue decreased to $17.8
million from$19.7 mllion. The hotel segnent reported a | oss of
$416, 000, after depreciation and anortization of $713,000 in the
1998 quarter, conpared to a | oss of $132,000 after depreciation and
anortization of $626,000 in the 1997 quarter, on revenue of $5.7
mllion and $5.1 million, respectively.

For the nine nonths, income for the operating subsidiaries division
was $259, 000, conpared to $1.9 mllion in 1997, and revenue was
$79.4 mllion and $86.7 nmillion, respectively.

Associ ated Conpany, consisted of Hallwood' s forner investnent in
ShowBi z Pizza Tinme, Inc., which was sold in March 1997

For the 1997 nine nonths, incone was $18.8 nillion, including a
gain of $18.3 nmillion fromthe sale of its ShowBi z investnent.

G her, consisting of mscellaneous corporate incone, offset by
debenture interest and adm ni strative expenses, reported | osses of
$712,000 in the 1998 quarter and $993,000 in the 1997 quarter. For
the nine nonths, the loss was $1.1 nillion and $3.7 nillion,
respectively. The reduced |losses were primarily attributable to
substantially lower interest costs resulting from the early
retirement of the Conpany’ s 13.5% Debentures in 1997, and a non-
recurring gain of $1.0 mllion fromthe settlenment of a litigation
matter in the 1998 second quarter.

I ncone Taxes - The 1998 third quarter incone tax expense was
$133, 000 conpared to $50,000 in 1997. The 1998 nine nonths tax
expense of $340,000 included a $40,000 federal current tax charge
and $300, 000 of state taxes. The 1997 nine nonths inconme tax
expense of $9.8 mllion included an $8.96 mllion non-cash federal
deferred tax charge and a $535,000 federal current tax charge
(principally related to the ShowBi z sale), and $281, 000 of state
t axes.

Extraordinary Gain - The Conpany reported extraordinary gains of
$107,000 in the 1998 first quarter, as a result of the repurchase
of $2.3 mllion face value of 7% Debentures at a discount, and
$877,000 in the 1997 second quarter from the early repaynent of
$12.9 mllion face value of 13.5% Debentures from the June 1997
sel f-tender offer.

The following table sets forth selected financial information for
the three and nine nonths ended Septenber 30, 1998 and 1997.

THE HALLWOOD GROUP | NCORPCORATED
(I'n thousands, except per share anmounts)

Thr ee Mont hs Ended Ni ne Mbont hs Ended
Sept enber 30, Sept enber 30,

1998 1997 1998 1997
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Revenue

| ncone before incone taxes and

extraordi nary gain
I ncone taxes
I ncone before
extraordi nary gain
Extraordi nary gain from
ext i ngui shment of debt
Net incone

Less: Preferred dividends .
Earni ngs avail able to common

st ockhol ders .

PER COVMON SHARE:

BASI C

I ncone before
extraordi nary gain

Extraordi nary gain

Net | ncome

Aver age shares out st andi ng

ASSUM NG DI LUTI ON

I ncone before
extraordi nary gain

Extraordi nary gain

Net | ncome

Aver age shares out st andi ng

$26, 843
$ 324

133

191
101
$__101
$ 0.15
$_0.15
1,255
$ 0.15
$_0.15
1,299

END

$28, 113

$ 105
50

55

55

$ 55
$ 0.04
$__0.04
1, 262

$ 0.04
$__0.04
1, 299

$89.068 $116.186
$ 2,673 $ 20,556
340 9,776
2,333 10, 780
107 877
2,440 11, 657
50 50
$.2.390 $_11.607
$ 1.82 % 7.38
0.08 0.60

$ _1.90 $ 7.98
1, 255 1, 455

$ 1.75 $ 7.20
0.08 0.59
$_1.83 $_7.79
1, 307 1, 490



