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Hang Lung is a family owned, independently run company managed by a team

of top executives. It has both the industry knowledge and streamlined structure

to act quickly and decisively in building shareholder value.
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The Long Beach, West Kowloon Carmel-on-the-Hill, Ho Man Tin
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Management Discussion and Analysis
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Business Overview and Strategies
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Hang Lung has entered
a harvest phase,

reaping the benefits
of disciplined and

focused investment.
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The year under review solidified the Company’s entry into a harvest

phase, reaping the benefits of disciplined and focused investment.

Turnover for the year under review was $6,955.3 million,
representing an increase of 53.4%. This was supported by an
increased contribution from both Property Development and
Sales (up 93.6% to $4,532.9 million) and Property Leasing (up
10.5% to $2,422.4 million). Further, in advance of regulatory
requirements, the Group has adopted the new HKAS 40 and
HKSIC-Int 21 Financial Reporting Standards in preparation
of the accounts for the year under review. Accordingly,
revaluation surplus of $5,402.9 million was recognised in the
income statement together with its related deferred tax. As a
result, net profit attributable to ordinary shareholders grew
by 48.3% to $6,845.4 million. When excluding the effect of
revaluation and its corresponding deferred tax, the underlying
net profit has increased by 23.4% to $2,548.6 million.

The Group’s steady progress towards its goals comes as a result
of its disciplined investment approach, as well as its proven

three-pronged strategy for success in the property market:
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Investment Property Analysis
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1) investing in prime locations; 2) self-management of DABAS B AR 42 Rl g 5 B (=) NS B R 2
properties for greater control and efficiency; and 3) constantly T o

listening to — and addressing — customer needs.

Strong underlying performance in the Hong Kong market APEEAEFW TS 2 ORI > F A iR
is allowing the Group to expand its business into Mainland N B PR AL TR A BB o AC7E LI HTHRMRIESR -
China. After developing a firm foothold in Shanghai, the EHBCAE R EE LB - W IERTRRAE B HA
Group has now made an investment in Tianjin and is actively BRI I SR E R

seeking investment opportunities in other fast-developing

cities around China.
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Fuelled by Hong Kong’s rebounding economy, the property

leasing business has been one of Hang Lung’s major growth

areas for the year.
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Buoyed by a rebound in the economy, rental revenues from
Hong Kong properties grew 8% to $1,854.8 million during the
year under review. The improving economy has been a driving
force behind increased rental rates across the Group’s leasing
portfolio, making this business one of the major growth areas

for the year.

Rental growth in Hong Kong was fuelled by an increase in
rental rates generated by an influx of tourists from Mainland
China, as well as increased local spending. In addition,
occupancy rates for the Group’s leasing portfolio have risen
across the board in FY2005.

In line with its philosophy of maximising each building’s
potential, the Group carefully considers management, tenant
mix and best use of space in all its leasing properties to

generate maximum returns for shareholders.

Geographical Analysis of Investment Properties
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Hong Kong Property Leasing
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With a portfolio covering some of the hottest districts in
Hong Kong — such as Mongkok, Causeway Bay, The Peak and
Admiralty — the leasing business has been one of the fastest
growing areas for the Group, and still holds much potential
for future growth.

Commercial and Retail Sector

FY2005 provided strong verification for the Group’s strategic
decision to convert the Grand Tower Hotel in Mongkok into
a commercial complex. Significant growth in rental income
has already been realised in its first full year of contributions

as a commercial building.

Causeway Bay

Rental income from Fashion Island/Fashion Walk increased
by 8%, growing at a much faster rate than the previous year.
Occupancy stood at 99.5%.

Quarry Bay

Kornhill Plaza, a shopping complex located above the bustling
Tai Koo MTR Station, increased rental income slightly by 3%
with occupancy of 99%.
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Causeway Bay
Fashion Island/Fashion
Walk offer trendy
shopping and dining
choices in the heart of
Hong Kong’s

shopping district.
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Quarry Bay
Kornhill Plaza is
conveniently located
above the bustling Tai
Koo MTR Station.
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Mongkok
Income contributions
from One Gra
in Mongkok increased by
an impressive 30% with

100% occupancy.
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Hong Kong Property Leasing
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The Peak
The Peak Galleria, a shopping mall situated on Hong Kong’s

landmark Victoria Peak, continues to draw tourists and local
visitors with its wide variety and spectacular views. Rental income

from The Peak Galleria grew by 13% with occupancy at 97.5%.

Kowloon Bay
Having completed its evolutionary phase last year, Amoy Plaza
began to blossom during FY2005, providing 6% growth in

rental income with occupancy at 99%.

Mongkok

During the year under review, Grand Tower was renamed as One
Grand Tower, while the Ritz Building was renamed as Two Grand
Tower. Full year rental income contributions from One Grand

Tower increased by an impressive 30% with 100% occupancy.

Office Sector

Rental revenue from the office sector increased by 5% during
FY2005.

In Mongkok, One Grand Tower was a spectacular performer,
increasing rental income by 104% with occupancy at 92%.
The Group’s decision to re-purpose the former Grand Tower

Hotel is paying handsome rewards in both the retail and

office sectors.
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Residential and Apartment Sector

The Summit is a luxury residential property nestled within
the Mid-Levels on Hong Kong Island, featuring a multi-
purpose penthouse function room, clubhouse facilities and a
sizeable indoor swimming pool. The development continues
to attract quality corporate and consular tenants, resulting in

a 39% increase in rental income with 84% occupancy during
FY2005.

The Grand Plaza Apartments, located above the Tai Koo
MTR Station, continued to reap the benefits of its conversion
from a hotel into a serviced apartment development. Rental

income increased by 39% with occupancy at 87%.

Leasing Portfolio
The Groupss leasing

portfolio covers some of the

most convenient residential,

shopping and entertainment
districts in Hong Kong.
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Rental income from the luxury
residential units at The Summit

increased by 39% during the year.
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