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2004 marked the 35th anniversary of Sun Hung Kai

& Co. We seek to position ourselves as one of the

largest non-bank financial institutions in Hong Kong.

R NERRENBEQRAI=TRHAF
SESBNIRREAERANFRITEHEIBEL —




Chairman’s Statement
TREE

Sun Hung Kai & Co. Limited

I EHR AT

Chairman’s Statement
FEHE

2004 marked the achievement of the 35th anniversary of the
founding of Sun Hung Kai & Co. It also saw the end of a long and
difficult period of deflation in Hong Kong. Our core businesses
were able to benefit from the strong market rebound that followed.
Additionally, our focus on cost rationalization resulted in savings
whilst we recognized the requirement for expenditure, where

necessary, to meet the challenges of a recovering economy.

Qur strengths remain our healthy balance sheet, an effective
business strategy and a dedicated staff force as we seek to position
ourselves as one of the largest non-bank financial institutions in

Hong Kong.

The Board has decided in the light of the Group’s improved
earnings that it would be appropriate to share the benefit with
shareholders and accordingly has recommended a special dividend
of HK4 cents per share together with a normal final dividend of
HK2 cents per share, making a total dividend for the year 2004 of

HK9 cents per share.

ASSOCIATED COMPANIES
For 2004, the performances of the Group’s three principal

associated companies were sound.

Tian An China Investments Company Limited (“Tian An”) recorded
sales of total gross floor areas of approximately 225,000m? (2003:
291,000m?), contributing to a 96% increase in the net profit to
HK$200.6 million. Tian An maintains its positive outlook and is
hopeful that P.R.C. property markets may maintain a steady and

sustainable uptrend in the medium to longer term.

Quality HealthCare Asia Limited has been successful in delivering
significantly improved results for 2004 with an 84% increase in net
profit to HK$45 million. The improved performance was a result of
continued cost control, an expansion in coverage and services,

and an increase in private paying clients.
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We continue to be encouraged by the performance of the major
investments of Yu Ming Investments Limited. The international
bonds portfolio, the Argyle Centre shopping mall in Mongkok, and
the Asia World-Expo at the Hong Kong International Airport have

all delivered their anticipated performance.

RESULTS FOR THE YEAR

During the year, the Group recorded a 71.18% increase in profit
before tax to HK$513.2 million (2003: HK$299.8 million).
Consolidated profit attributable to shareholders increased by
59.07% to HK$384.8 million (2003: HK$241.9 million). Earnings
per share increased 65.24% to HK30.9 cents (2003: HK18.7 cents).
Turnover was HK$807 million for the year, against HK$667.5 million

for the previous year.

OPERATIONS
The Group reaffirms its commitment to deliver a comprehensive
range of quality financial services and products to its increasing

client base.

BUSINESS EXPANSION

Although negotiations commenced in late 2004, it was only in
March 2005 that the Group concluded, subject to normal regulatory
approvals, its acquisition of Excalibur Securities Limited and
Excalibur Futures Limited. After the acquisition, we expect to
command the leadership position in both the Hang Seng Index

Futures and Options markets.

The Group also agreed to purchase property in the Tian An Centre
in Shanghai from our associated company, Tian An, for possible
future expansion of our Shanghai office with any unused portions

to be leased in the meantime.

HEHRKREARARISETEREEA ZX
B SEEERINSE-EMBBEZRIRES
HE NREBREZEARLEBERARR
EABEBRMSKE 2 TNERBEE RRY
B3 ES [E T Bl — B

EFEEE
RZTZTWF - EEEE71.18% 2R B AA
MR ES5132BBEB L (ZET=F:
2908EEA ) MREMEFEA & FIER
59.07%%E384.8EEAB T (ZET=F:241.9
BEBIT) - BRENIEK65.24%%F30.9%1
ZEE-F 1878 AFEEEER
BO7TEBAIL —EE=FAlA67T5EER

on

L
SEEREAR ATEEM TP BIRHE
- Zce®mRGRER-

EBRERR
EER - TTNFEBARKBRETSA
BARREENEERA R RFARER LR =

TERF-AGENSEHEERB LA
TR FEAK 7% TR YRR - I RB e Ak 1R - TR B &= B %
SHEERHERPREM ST REAEAL-

EENTEBEARNRXTHEBALSREH
DZWE AMEEB EENHEEREBETERRT
2R YegESEE ZEMAL-



Chairman’s Statement
TREE

Sun Hung Kai & Co. Limited

S 8 B A BR A T

Chairman’s Statement
FERE

EXTENSION OF FINANCIAL PRODUCTS AND
CLIENT SERVICE CAPABILITIES
The Group continues to expand and increase its service offerings

and client service capabilities.

Our Alternative Investments division launched the SHK Credit
Opportunities Fund and the SHK Value Restructuring Fund to take
advantage of the growing demand for hedge funds in the Asia
Pacific Region. Our branch network was further enhanced by the

opening of a Customer Service Centre in Macau.

In 2004, the Group reached agreement with Sun Microsystems of
California Limited (“Sun Microsystems”) for the joint development
of a leading edge trading solution, the “Automated Dealing System
Re-engineering (ADSR)” project, using Sun Microsystems’ Java 2
Enterprise Edition (J2EE). This initiative again demonstrates that
the Group is a pioneer in the local brokerage industry and
committed to developing the best and most secure trading

environment possible for our staff and clients.

Online trading of U.S. equities provided through Pershing LLC
was launched mid-year to further broaden the extensive trading
services available to our clients. Our Internet trading platform for
Hang Seng Index Futures and Options, e-Futures, continues to be
a popular service for clients, and additional related products are
planned for 2005.
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OUR COMMUNITY

The Group participates in various sponsorships and charitable
donations with different social service organizations on an ongoing
basis. In response to the tsunami that struck southern Asia in
December 2004, the Group launched a fund-raising campaign
involving two charity events, “Crossing Border Fund-raising Show”
and “SHK Financial Group Round-the Island Drive”, which together
resulted in the provision of much-needed donations. The Group
also participated in The Community Chest supported “Run-up Two
IFC Charity Race” to benefit “Services for the Mentally
Handicapped” and supported charitable activities such as “Walk

for Millions” and “Standard Chartered Hong Kong Marathon”.

As in previous years, we partnered with University of Hong Kong
School of Professional And Continuing Education (SPACE) to offer
scholarships to the three top performing students from the Financial
Studies Certificate programme. We were also the main sponsor
for the 15th China-Hong Kong Investment Stimulation Competition
2004-2005, a joint university investment competition with the aim
of providing students in both the mainland and Hong Kong with
the opportunity to gain financial knowledge regarding investment
strategies in different markets through an online investment

simulation game.

OUTLOOK

In 2005, Hong Kong and China-related equity markets may face
structural and cyclical pressures. For example, there is growing
external pressure for a timely revaluation of the RMB, but no clear

indication of whether it will take place.

Hong Kong itself appears to be emerging from a deflationary period
of more than five years. The unemployment rate is falling, and
there is upward pressure on consumer prices and wages. Against
this backdrop, we face rising U.S. interest rates and slowing growth
rates for the China economy as tightening measures continue. We
anticipate that Hong Kong interest rates may rise, but possibly

not to the same extent as those predicted for the U.S.
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An important factor to consider for 2005 is the large number of
IPOs expected, which should draw liquidity from the market. In
2004, the amount raised totalled around HK$95 billion; this year,
the amount is expected to be higher still. In the future, investors
will also have to consider the uncertainties relating to higher oil

prices.

The likely impact of these factors on Hong Kong markets was
addressed by our Research division in its Market Outlook 2005
press conference conducted in January this year. Overall, we
believe the outlook is positive for Hong Kong and China-related

equities.

APPRECIATION

On 17 June 2004, Mr. David Charles Parker resigned from his
post of Group Chief Operating Officer to pursue personal interests.
We offer our thanks and appreciation for his contribution to the

Group.

CONCLUSION

In conclusion, | would like to thank our shareholders for their
ongoing support; my fellow directors, our senior management,
professional advisers and employees for their commitment and
dedication; and our clients for their confidence and loyalty as we
strive to make our 35th anniversary a memorable and successful

year.
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Arthur George Dew

Chairman

12 April 2005
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