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I am pleased to present the results of the Company and its subsidiaries
(the “Group") for the year ended 31st December, 2008 (the "Year") to

the shareholders of the Company.

RESULTS

Loss attributable to equity holders of the parent for the Year (from
continuing and discontinued operations) was HK$1,494.4 million as
compared to profit of HK$8,195.8 million for the same period last
year. The loss for the Year was mainly due to the fair value losses on
investment properties. Loss per share was HK$0.67 (year ended 31st
December, 2007: earning of HK$3.60).

If the net losses on the major non-cash items of HK$5,943.2 million
(2007: gains of HK$5,463.7 million) are excluded, the Group will have
a core profit attributable to equity holders of the parent for the Year of
HK$4,448.8 million (2007: HK$2,732.1 million) and a core earnings per
share of HK$2.00 (2007: HK$1.20), an increase of 62.8% and 66.7%

over 2007 respectively.

The major non-cash items are fair value losses on investment properties
together with their respective deferred tax credit of HK$6,235.7 million
(2007: gains of HK$5,463.7 million) and credit effect of deferred tax on
reduction in tax rate in respect of the fair value changes on investment

properties of HK$292.5 million.

DIVIDENDS AND SHARE REPURCHASE

The Board of Directors of the Company (the “Board”) has recommended
the payment of final dividend of HK1
“Final Dividend”) (2007: HK22.5 cents). During the Year, the Group

cent per share for the Year (the

has realised all its listed securities investments. Out of the core profit
HK$4,448.8 million (2007: HK$2,732.1 million), a profit of HK$3,690.5
million (2007: HK$1,200.0 million) was generated by the listed securities
investment activities. With such results, the Board has recommended the
payment of a special dividend of HK99 cents per share for the Year (the
“Special Dividend") (2007: nil), amounting to HK$2,033.8 million (2007:

nil), which are summarised on next page.
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DIVIDENDS AND SHARE REPURCHASE (cont'd)

Profit on listed securities investments (HK$m)
Special Dividend (HK$m)

On a share basis

Profit on listed securities investments (HK cents)

Special Dividend (HK cents)

Special Dividend as a percentage of profit on
listed securities investments
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In addition to the Special Dividend, during the Year, the Company has

allocated an aggregate cash amount of HK$4,648.4 million (2007:
HK$825.5 million) (or HK216.2 cents per share (2007: HK36.0 cents))
which would be paid to shareholders. Out of such sum, an amount of
HK$306.2 million (2007: HK$308.4 million) (or HK13.5 cents per share
(2007: HK13.5 cents)) has been applied for the payment of interim
dividend; an amount of HK$20.5 million (2007: HK$517.1 million) (or
HK1 cent per share (2007: HK22.5 cents)) would be applied for the
payment of Final Dividend; and an amount of HK$2,287.9 million (2007:
nil) (or HK102.7 cents) has been utilised for the repurchase of the

Company's shares.

The aggregate of interim dividend, Final Dividend, Special Dividend and

share repurchase are summarised as follows:—

Core profit (HK$m)

Share repurchase (HK$m)
Interim Dividend (HK$m)
Final Dividend (HK$m)
Special Dividend (HK$m)

On a share basis

Core profit (HK cents)

Share repurchase (HK cents)
Interim Dividend (HK cents)
Final Dividend (HK cents)
Special Dividend (HK cents)

Share repurchase, Interim, Final and Special
Dividend (HK cents)
As a percentage of core profit
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DIVIDENDS AND SHARE REPURCHASE (cont'd)

Factors Considered

In its decision of recommending the Final Dividend and Special Dividend,

the Board has taken into consideration the following factors:—

M

2

3)

Q)

5)

(6)

)

The profit on listed securities investments was arose from disposal
of the entire portfolio of listed securities investment during the Year.
After such disposal, there is no intention to invest in listed securities

in a similar level as in 2008 in the near future.

Cash and bank balances of the Group amounted to HK$10,419
million as at 31st December, 2008. A significant portion of such
balance was derived from the disposal of the entire portfolio of

listed securities investment during the Year referred to above.

Following the financial tsunami since late 2008, the economic
condition and operating environment have deteriorated. Rental for
2009 is expected to decrease and properties are likely to be sold at

a low price.

The current difficult economic condition and operating environment
would have an adverse impact on the Group's business activities

and thus on its ability to pay dividend.

The prevailing Hong Kong dollar interest spread for placing deposit
and bank borrowing has widen by 200 to 250 basis point or 2% to
2.5% per annum as compared with the market spread in the first
half 2008, which implies a higher cost of negative carry in holding
cash and bank balances by the Group.

The Group has outstanding bank borrowings of HK$11,669 million
and contingent liabilities in respect of bank borrowings by its
associated companies of HK$1,080 million as at 31st December,
2008. Following the financial tsunami since late 2008, a number of
foreign banks have withdrew their participation in Hong Kong loan
lending market while some local banks have reduced the size of
their loan books. The loan syndication market in Hong Kong is weak.
In general, refinancing bank borrowings would be a challenge to

many corporations in 2009.

If the Final Dividend and Special Dividend are approved by the
shareholders and payment made, the cash and bank balances of
the Group will be reduced by such amount. In the event that the
Group encounters difficulties refinancing its bank borrowings in the
years ahead, the Company could at that time raise fund through
equity issue including seeking the support from its shareholders by

way of rights issue.
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DIVIDENDS AND SHARE REPURCHASE (cont'd)

Approval of Dividend by Shareholders and Expected Timeframe

Subject to shareholders’ approval at the forthcoming annual general
meeting of the Company, the dividend warrants will be posted on or
about 8th June, 2009 to shareholders whose names appear on the

register of members of the Company on 27th May, 20009.

CLOSURE OF REGISTER OF MEMBERS

The register of members will be closed from 22nd May, 2009 to 27th
May, 2009, both days inclusive. In order to qualify for the recommended
Final Dividend and Special Dividend and for the purpose of ascertaining
the members’ entitlement to the attendance of the forthcoming
annual general meeting of the Company, all share transfers documents
accompanied by the relevant share certificates must be lodged with the
Company's Branch Registrar and Transfer Office in Hong Kong, namely
Computershare Hong Kong Investor Services Limited at Shops 1712-
1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai,
Hong Kong not later than 4:30 p.m. on 21st May, 2009.

BUSINESS REVIEW

Hong Kong Property Investment

Rentals from investment properties continued to be one of the major
sources of our income. The overall occupancy rate of the Group's retail
portfolio was 89.49% during the Year excluding the renovation area of
Windsor House. The occupancy rate achieved 96.11% if non-core and
disposed properties are excluded. Such sustainable high occupancy rate
is attributable to the prime locations of the majority of the Group's retail

properties.

The Group's gross rental growth was 25.37% with rental income of
HK$880.9 million for the Year as compared with last year, and the
respective increases in retail and non-retail portion have been 22.17%
and 32.10%. The increase in gross rental income is mainly attributable
to the high reversionary rental rate of the office properties and the
completion of renovation work of Silvercord and the first phase of Windsor
House in the third quarter of 2007.

During the Year, the average occupancy rates of the shops of Excelsior
Plaza — Laforet and Causeway Place were approximately 98.95% and

95.04% respectively.
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BUSINESS REVIEW (cont'd)

Hong Kong Property Investment (cont’d)

The first phase renovation of Windsor House was completed in the third
quarter of 2007 and the second phase renovation commenced in March
2008. The scope of works include re-layout of basement, ground and first
floor, sub-dividing the retail space previously occupied by supermarket,
department store and an anchor tenant to provide greater varieties of
prime retail shops and specialty restaurants. Portions of the ground
floor and first floor have been re-opened in December 2008 and it is
anticipated that the renovation work of second phase will be completed
by early 2010. The revamped Windsor House will have improved and

diversified trade mix.

The renovation work of Silvercord which involves the conversion of the
bubble lifts and cinema to shops was completed in the third quarter
of 2007. The overall rental income of Silvercord was raised 67.88% for
the Year as compared with last year due to the increase in more quality

brands, and its average occupancy rate was 96.15% during the Year.

The occupancy rate for the Group's office properties maintained at
a satisfactory level throughout the Year. During the Year, the average
occupancy rates of Windsor House, MassMutual Tower and Harcourt
House were approximately 91.70%, 97.04% and 84.13% respectively,
bringing the approximate occupancy rate of the overall office portfolio to
91.67%.

The basement construction work of the redevelopment project of
Tung Ying Building in Tsim Sha Tsui was completed in October 2008.
The superstructure work is in progress. MTR Corporation Limited
commissioned to construct a pedestrian subway linking the existing
Tsim Sha Tsui MTR Station to, amongst other exits, the future Tung Ying
Building under redevelopment. Our redevelopment will benefit from this
pedestrian subway and this direct path to the MTR Station will provide
a highly accessible link for the shoppers to our redevelopment. Tung
Ying Building is to be redeveloped into an integrated shopping and
entertainment complex and is expected to be a landmark shopping arcade

in Tsim Sha Tsui upon completion scheduled in 2010.

Sun Fair Mansions, 12 Shiu Fai Terrace, a residential site in Mid-Levels
East, which is a traditional prestigious location for luxury residential project
in Hong Kong. A luxury residential tower which provides a total residential
gross floor area of around 39,700 square feet will be redeveloped.

Demolition work is in progress.
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BUSINESS REVIEW (cont'd)

Hong Kong Property Development

In general, the Group’s development projects have been progressing

satisfactorily and the sales have been achieving pleasing results.

The superstructure work of York Place, i.e. the former Tung Sang Building,
Wanchai, is in progress. York Place is a brand new residential/retail
composite building having 94 units with flat size ranging from gross floor
area of approximate 576 square feet to 2,037 square feet. The sale is
in progress and 35 units were presold up to 31st December, 2008. The

occupation permits are expected to be obtained in March 2009.

The Zenith (87.5% interest) is a two-phase redevelopment project at Tai
Yuen Street, Wanchai undertaken with the Urban Renewal Authority. 651
units of phase | were sold up to 31st December, 2008, representing
99.859% of total units. For phase Il redevelopment, the master layout plan
for the core elements preservation of the existing Wanchai Market has
been approved on 4th July, 2008 by the Town Planning Board. Phase Il
will be a residential/commercial complex development with a gross floor
area of approximately 159,700 square feet. Redevelopment work is in

progress. Completion of phase Il is re-scheduled to end 2013.

MOD 595 is a joint venture project with the Urban Renewal Authority
located at Reclamation Street, Mongkok. It provides a single residential
tower block comprises 85 units with flat size ranging from gross floor area
of approximate 483 square feet to 1,188 square feet. The project was
launched in April 2008. A total of 62 units, representing 72.94%, were
sold up to 31st December, 2008.

i-home is another joint venture project with the Urban Renewal Authority
located at Larch Street/Bedford Road in Tai Kok Tsui. It provides a single
residential tower block comprises 182 units with flat size ranging from
gross floor area of approximate 462 square feet to 1,182 square feet. The
whole project is re-scheduled to be completed in early 2009. The pre-sale
consent has been obtained in February 2009 and the launching of this

project is currently re-scheduled to the first quarter of 2009.
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BUSINESS REVIEW (cont'd)

Hong Kong Property Development (cont’d)

The Group has two joint venture development projects in West Kowloon
Reclamation Area. One is located at Hoi Ting Road and junction of Hoi
Wang Road and Hoi Ting Road (25% interest). Its foundation work was
completed and superstructure work is in progress. Residential and retail
properties with a total gross floor area of around 1,095,980 square feet
will be developed and the whole project is expected to be completed in
end 2010.

The other one is located at the junction of Hoi Wang Road, Yan Cheung
Road and Yau Cheung Road (15% interest). Its foundation work was
completed and excavation work is in progress. Residential and retail
properties with a total gross floor area of approximately 650,600 square
feet will be developed. Completion of the whole project is re-scheduled
to 2011.

No. 55 Conduit Road (70% interest), a residential site in Mid-Levels with
site area about 36,000 square feet which can provide a total residential
gross floor area of around 87,800 square feet. This site will be developed
into a luxury residential project. Site formation work was completed
and the foundation work is scheduled to be commenced in the second
quarter of 2009.

Macau Property Development

The Group is planned to develop the site at Avenida Wai Long, Taipa,
Macau (70.01% interest) into a high-end residential project with total
gross floor area of approximately 5,786,242 square feet (excluding
basement car park). It will comprise one serviced apartment tower and
25 residential tower blocks and will be developed in phases. Proposals
for site formation and basement excavation works of phase | have been
submitted for government's approval and the first phase of the site

formation works is scheduled to be commenced in 2009.
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BUSINESS REVIEW (cont'd)

Mainland China Property Investment

Evergo Tower, located at Central Huaihai Road in Shanghai, is a 21-storey
office and shopping complex with a 2-storey basement and has a gross
floor area of around 263,708 square feet. The average occupancy rates of
the office and retail spaces were 90.60% and 73.02% respectively for the

Year.

Hilton Beijing (50% interest) maintained an average occupancy rate of
70.03% and achieved a gross operating profit of HK$164 million for
the Year. The expansion of Hilton Beijing by redeveloping the adjacent
auditorium into an executive tower was completed in June 2008. The

tower has operated since 1st July, 2008.

Oriental Place (50% interest), a

Beijing, was 96.56% let out as of December 2008.

10-storey office building next to Hilton

The average occupancy rate of the 79 retail outlets with a total area of
approximately 29,000 square feet in Lowu Commercial Plaza, Shenzhen
was 91.05% for the Year.

Mainland China Property Development

Metropolis Height and Splendid City are residential projects at Dongda
Street of Jinjiang District and Yingbin Road of Jinniu District in Chengdu,
with respective site area of approximately 194,411 square feet and
795,625 square feet and corresponding gross floor area of approximately
1.65 million square feet and 3.74 million square feet. Metropolis Height is
in site formation process, project completion is re-scheduled to mid 2012.
Phase | of Splendid City is in superstructure construction process and is

expected to be completed in mid 2010.

Chinese Estates Plaza, a commercial and residential project at South
Taisheng Road of Qingyang District in Chengdu has a site area of about
404,267 square feet with a development scale of 3.2 million square feet.
The project is in site formation process and is expected to be completed
in mid 2012.

The residential project at Huaxinjie Street of Jiangbei District in Chongqing
(25% interest), with a site area of 2,207,546 square feet and a gross floor

area of approximately 11.08 million square feet, is at design stage.
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BUSINESS REVIEW (cont'd)

Mainland China Property Development (cont’d)

As the projects in Chengdu and Chongging are in preliminary stage,
development schedules have not been affected and no estimated loss
has been incurred to the Group as a result of the Sichuan earthquake in
May 2008.

COMMUNITY RELATIONS

The Group defines corporate social responsibility as a way of conducting
business that creates social, environmental and economic benefits for the

community.

During the Year, the Group continued to significantly support meaningful
causes in the community and encouraged its employees to extend their
help and support to the underprivileged and needy. Following the Sichuan
earthquake in May 2008, the Group has promptly provided funds,

materials and personnel in support of the disaster relief work.

The Group and its employees together mobilised over HK$6 million for
the earthquake victims. Out of such sum, approximately HK$1.54 million
was raised under a campaign in which for every dollar donated by the
employees, the Group matched with ten additional dollars and such
donation was passed to Sichuan Red Cross through Hong Kong Red
Cross. In addition, the Group donated an extra amount of RMB5 million
to the Chengdu government to assist the relief and rehabilitation works.
Furthermore, the Group donated more than 100 temporary houses to
the earthquake-stricken areas which were used as temporary school and

dormitory.

On the other hand, the Group has also donated to various charitable
organisations such as the "ORBIS Pin Campaign 2008" sponsorship to
help bring light to the blind worldwide and “Medecins Sans Frontieres
Hong Kong".

The Company has registered as corporate member of the Hong Kong
community volunteers of “Agency for Volunteer Service” that spares no
effort in lending a helping hand to those in need. During the Year, it
participated in regular and ad hoc community projects, such as visits to

elderly homes and rehabilitation centers.

The Company was awarded again as “Caring Company” in 2008/09
by The Hong Kong Council of Social Service in recognition of our good
corporate citizenship. The Group will continue to actively participate and
initiate an extensive range of community programmes, charitable activities

and voluntary services.
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INVESTOR RELATIONS

The Company is continuously committed to maintaining good
communication with shareholders, investors and analysts in order to
ensure their thorough understanding of the Group's strategies and
business development, thereby enhancing transparency and investor

relations.

The Company has used various channels to disseminate timely
information. They include formal announcements; press releases;
press conferences and analysts presentation meetings after results
announcements; regular meetings and conference calls with institutional
investors, fund managers and analysts; local and overseas roadshows;

company and site visits; and extensive use of the Company website.

During the Year, the management has participated in a total number of
24 company visits and conference calls as well as the following major
investor relations activities, in which the management has met totally

around 236 shareholders, investors and analysts.

Date Events
January « Property conference
February * Property Access Day
March «  Press conference and analysts presentation
meeting for 2007 annual results announcement
+ Roadshows in Hong Kong, Singapore, U.S.A. and
Europe
May +  Property conference
July * Property Access Day
August «  Press conference and analysts presentation
meeting for 2008 interim results announcement
+ Roadshow in Hong Kong
September « Property conference
December » Property Access Day

The Company is one of the constituent stocks of Hang Seng Hong Kong
MidCap Index and Properties and Construction Industry Index in the Hang

Seng Composite Index Series.
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OTHER INFORMATION

Transaction with Chi Cheung Investment Company, Limited (“Chi
Cheung”)

On 17th January, 2008, the Group entered into a conditional sale and
purchase agreement with Chi Cheung in relation to the acquisition of
share interests in and loans to certain subsidiaries of Chi Cheung, subject
to the fulfilment of certain conditions precedent (the “Transaction”). All
conditions precedent had been fulfilled on 30th September, 2008 and

the Transaction was formally completed on the same day.

Shareholding in G-Prop (Holdings) Limited (“G-Prop”)

In February 2008, Mass Rise Limited, a subsidiary of the Company, had
acquired 740,518,325 shares of G-Prop, representing 36.51% of shares
of G-Prop then in issue, at a consideration of approximately HK$120.8
million. Accordingly, the Group’s shareholding in G-Prop had been
increased from 13.69% to 50.20% and thus G-Prop became a subsidiary
of the Company.

PROSPECTS

The global economic downturn has affected most industries in Hong
Kong. It is however hopeful that the macro-economic policies being
implemented by governments across the globe will soon filter through the
economies, leading to recoveries. In particular, with the experience gained
from the financial turmoil in 1997, Hong Kong has the potential of being
one of the earliest economies to recover. Meanwhile, although anticipated
to grow at a slower pace, the economic growth of Mainland China is still
expected to be the higher one in the World through her effective and

innovative policies.

While this year is set to be a challenging one, the Group remains
optimistic in its core businesses, albeit not without caution. The Group
expects its property development business in Hong Kong will benefit from
low interest rate and particularly prime locations of its main properties for
sale. The Group will continue to strengthen the value of its investment
properties and enhance returns through redevelopment and renovation,
such as Tung Ying Building and Windsor House. The Group considers that
the current market sentiment would offer opportunities for the Group to
further strengthening its land bank for development projects in Hong Kong
and Mainland China.
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PROSPECTS (cont'd)

The Board will continue to review the share price of the Company and its
underlying net asset value regularly and consider repurchase its shares on
The Stock Exchange of Hong Kong Limited, as and when the share price

represents a significant discount to its net asset value.

APPRECIATION

I would like to take this opportunity to thank the shareholders for their

continuing support. | also thank my fellow directors and staff members for

their dedication and hard work.

On behalf of the Board
Joseph Lau, Luen-hung

Chairman

Hong Kong, 16th March, 2009
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