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The Group was successful in the year under review in delivering
pleasing results for shareholders. The Group’s financial performance
resulted from a combination of solid results from the Group’s core
businesses of wealth management, asset management and corporate
finance together with, principally, realized profits from the sale of
investments, increases in the fair value of investment property and the
write back of impairment losses. These profits were partially offset by
a reduction in the Group’s share of the results and amortization of
negative goodwill (goodwill) of associated companies as detailed in
the Management Discussion and Analysis on page 21.

The Group maintained its position as one of the largest non-bank
financial institutions in Hong Kong. The Group continues to enjoy a
strong Balance Sheet, and is supported by dedicated and skilled staff
providing a wide range of products within a sound business strategy to
a broad spectrum of clients. Management will continue to focus on
growth as well as the reduction of non-essential costs and the phasing
out of any operations which do not meet profit targets.

RESULTS FOR THE YEAR

During the year, the Group recorded a 5.74% increase in profit before
tax to HK$436.5 million (2004: HK$412.8 million restated).
Consolidated profit attributable to equity holders of the Company
increased by 6.02% to HK$401.5 million (2004: HK$378.7 million
restated). Earnings per share (EPS) increased by 5.92% to HK32.2
cents (2004: HK30.4 cents restated). Revenue was HK$793.6 million
for the year, against HK$807 million for the previous year.

The Directors recommended the declaration of a final dividend of
HKO9.5 cents per share payable on 8 June 2006 to shareholders whose
names appear on the register of members of the Company on 25 May
2006, making a total dividend for the year 2005 of HK12 cents per
share (2004: HK9 cents).
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The Directors have also approved a bonus issue of new warrants (the
“Bonus Warrants”) on the basis of one Bonus Warrant for every five
shares held, at an initial subscription price of HK$6.00 per share with
a term of three years, details of which will be included in a circular to
be sent to the shareholders as soon as practicable.

OPERATIONS

The Group’s operating divisions continued to deliver on our
commitment to provide our clients with a comprehensive range of
financial services and products and a high standard of service. The
details of the performance of the various divisions are outlined in the
Management Discussion and Analysis.

BUSINESS DEVELOPMENT AND EXPANSION

The Group continued the development of its core businesses. Wealth
Management operations (incorporating all broking and associated
services) continued to expand with additional sales staff and product
offerings. In March 2005, the acquisition of Excalibur Securities
Limited and Excalibur Futures Limited was completed to complement
existing brokerage activities.

The Group also pursued its expansion in the rapidly growing asset
management market. A Hedge Fund division was formed in 2005 and
initiated two funds. The division also hopes to launch new hedge
funds in 2006. A subsidiary company was also appointed as the
replacement manager for an umbrella Fund. This appointment
brought, as at the February 2006 dealing date, a further US$410
million of investor’s funds under management.

The Corporate Finance division was more active during the year,
particularly during the second half. It will continue to focus on IPO
projects for enterprises in both Hong Kong and China and financial
advisory and placing services for listed companies in Hong Kong.
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The Group also acquired premises in the Tian An Centre in Shanghai
for possible future expansion of our Shanghai office. Any portion of
the premises not required by the Group has been leased out.

EXTENSION OF PRODUCTS AND CLIENT
SERVICE CAPABILITIES

The Group continued to expand and increase its service offerings and
client service capabilities.

A new Products division has recently been formed to provide product
support to our sales teams with the objective of enabling them to
provide one-stop investment and wealth management solutions for our
clients. Training courses and professional development workshops are
being made available to sales staff. All clients are now able to access a
wide range of brokerage, mutual fund and investment products.

In early 2005, order placing and account enquiry services were made
available to clients via mobile devices through cooperative
arrangements with Telecom Digital in the Mango Stock II project. In
addition, an upgraded Internet trading service for U.S. stocks was
launched in June.

The Research division continued to support sales staff and clients with
research and technical analysis. Over 500 equity comments and
analysis and more than 200 strategy, sector and company reports were
provided throughout the year.

PEOPLE

The perseverance, loyalty and professionalism of our staff marked our
success as a company in this people-focused industry. We will
continue to dedicate resources towards employee services to cultivate
a positive outlook and a strong sense of belonging for our staff. We
value the building of long-term relationships with our staff, and will
continue to provide training opportunities and career and personal
development opportunities for them.
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ASSOCIATED COMPANIES

The Group’s three listed principal associated companies also produced
pleasing results in 2005.

Tian An China Investments Company Limited (“Tian An”) recorded
sales of total gross floor areas of approximately 138,000m? (2004 :
225,000m?), while the net profit attributable to equity holders
increased by 10.2% to HK$202.5 million. Tian An maintains a
positive outlook for the P.R.C. economy and housing market for the
foreseeable future.

Quality HealthCare Asia Limited was successful in delivering
significantly improved results for 2005 with a 24.7% increase in net
profit to HK$56.1 million. The improved performance was a result of
increases in visits from both contract and private paying clients and an
overall growth in the total number of corporate clients served.

Yu Ming Investments Limited recorded net profit attributable to
equity holders of HK$144.7 million (2004: HK$39.4 million) which
was attributable primarily to the appreciation in the value of its
investment in Argyle Centre.

OUR COMMUNITY

The Group again supported a number of benefit initiatives in 2005.
We sponsored the “Round the Island Drive” fundraising effort with
proceeds going to the UNICEF Asian Tsunami Disaster Relief. The
Group also participated in Community Chest’s “Corporate Ocean Park
Challenge”, another fund raiser, with employees participating in
challenging group activities. As in previous years, we also supported
the “Standard Chartered Hong Kong Marathon”.
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On the education front, 2005 marked our third year of collaboration
with The University of Hong Kong’s School of Professional and
Continuing Education (HKU SPACE) to provide scholarships in The
Certificate in Financial Studies. To date, the programme has awarded
scholarships to more than 30 participants. Our goal is to assist in the
development of appropriate industry skills for the improvement of the
overall quality of financial professionals in Hong Kong. As part of our
community involvement in Macau, the Group partnered with the
Macao Polytechnic Institute to provide scholarships in their Higher
Diploma in Commerce programme.

The Group’s community efforts and employee initiatives were
recognized by the Hong Kong Social Council in awarding us the
Caring Company award for a third year.

OUTLOOK

In contrast to 2005, Hong Kong equity markets and China-related
shares have outperformed many of their Asian counterparts in early
2006.

Hong Kong’s currency peg to the US dollar results in its interest rates
broadly following U.S. rates. Accordingly, the outlook for U.S.
interest rates may be the key driver of market sentiment in 2006.
Conditions generally appear challenging with volatile commodity and
energy prices, an uncertain outlook for housing and consumer
spending in the U.S., as well as some concerns regarding the
possibility of an avian flu pandemic.
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On the other hand, economic conditions in Hong Kong are presently
quite robust, with the unemployment rate continuing to fall and
personal income levels continuing to rise. The rate of growth of the
P.R.C. economy has remained firm. A significant portion of the equity
capital raised through the local stock market is raised by P.R.C.
companies or by companies expanding into China, and increasingly,
affluent mainland consumers continue to visit Hong Kong.
Accordingly, the significance of the P.R.C. to the outlook for Hong
Kong is expected to continue to increase.

The Group is committed to pursuing growth in its financial services
businesses both through organic growth and acquisitions where
appropriate. The intention is to not only expand existing services but
to create new products and target additional market segments where
opportunities are identified.

APPRECIATION

On 30 December 2005, Sir Gordon Macwhinnie retired from his
positions as an Independent Non-Executive Director of the Board and
Chairman of the Audit Committee. The Group is grateful for his
significant contribution over the past seven years.

CONCLUSION

The Group proudly celebrated the 35th anniversary of the founding of
Sun Hung Kai & Co. in 2005 with shareholders, past and present
directors, senior management and staff, professional advisers,
business partners and clients. I would again like to sincerely thank all
those who have supported or been involved with the growth of the
Group over the years.
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Finally, I would like to express my appreciation to our shareholders,  #f& » AX A JF & it & A0 e oK ~ & W] 5 ~
my fellow directors, all members of management and staff, ZHHEHMABRER  HEBMNEREFS
professional advisers and clients for their confidence and consistent P 3+ 45 [&] i {5 8 B2 4 ) 2 +¢

support during the year.

R —— I ——

Arthur George Dew £y
Chairman TR
Hong Kong, 7 April 2006 W > 20064F47 7H
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