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Hong Kong’s rebounding economy and rising consumer
confidence have spurred growth in property development

and sales.
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93.6%

increase

Rising consumer confidence has led to a rebound in Hong
Kong’s property market, resulting in a 93.6% increase in
revenue from property sales at $4,532.9 million.

With a focus on premium in-town residential developments, the
Group’s property development projects all feature convenient

locations within minutes of the Central business district.

Property Sales

For the year ended 30 June 2005 #% ~FZFF4FEANH =1 H ILFE

Contributions from Hong Kong
property development and sales have
boosted the bottom line.

A i) S8 9k i K S 2 LR
R ETtAa 2z it =8N e

HEEE ORI IEE Y T EE > WY
EWHEEB AR MBE D Z LT =88 - %
W+HE=T ZH L HET -

ARG HOE R AT o R T
SESEREIA F (0 3 Oy i 2 ikl B PR
Sl R B R o

Location b [

The HarbourSide HERR N

AquaMarine HBEX

Carmel-on-the-Hill Fikl

Total sk
The HarbourSide

Offering a unique luxury proposition, The HarbourSide
enjoys a prime location above the Airport Railway’s Kowloon
Station. The development features three 80-storey luxury

residential towers constructed over a 5-storey car park podium.

Market response to The HarbourSide has remained strong,
and 76 units, or 7%, were sold during the year under review
(2004: 169 units or 15%). Average prices increased to $12,900
per sq.ft., up from an average price of $9,600 per sq.ft. in the

previous year.
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Management Discussion and Analysis
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Hong Kong Property Development and Sales
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AquaMarine
AquaMarine offers five residential towers over a 5-storey car
park and retail podium; conveniently located in the West

Kowloon Reclamation Area.

Strong sales at AquaMarine have created market momentum
in West Kowloon, as 815 units (or 50%) were sold at an
average price of $4,600 per sq.ft. — a premium of 15-20%
over normal property prices in the district. The Group’s
wholly owned Blocks 1 & 2, which offer the best views in the
development, will be offered to the market during 2005/06.

Carmel-on-the-Hill

Located in Kowloon’s Ho Man Tin district, Carmel-on-the-
Hill features a 24-storey residential tower built over a 4-storey

car park and retail podium.

FY2005 sales at Carmel-on-the-Hill were a resounding success,
with over 90% of flats sold out within the first stage of the
public launch. This response is especially impressive as minimal
advertising was employed to publicise the launch. 171 units, or

91%, were sold at an average price of $5,100 per sq.ft.

over 90%

Sold
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over 90% of flats at Carmel-on-the-
Hill were snapped up during the first
stage of the public launch.
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The HarbourSide

The HarbourSide features three 80-storey luxury

residential towers conveniently located above the
Airport Railway’s Kowloon Station.
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Management Discussion and Analysis
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Hong Kong Property Development and Sales
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The Long Beach
Situated near the MTR Olympic Station in the West

Kowloon Reclamation Area, The Long Beach offers over
1,800 residential flats ranging in size from approximately
700 sq.ft. to 2,100 sq.ft. Eight blocks of 43-storey towers
offer residents sea views, as well as a 43,000 sq.ft. detached

clubhouse with recreational facilities.

The Long Beach was completed during the year under review,
and the occupation permit was issued in September 2004.
Units will be gradually released onto the market over the next

two to three years.

The Long Beach

Featuring eight blocks of
43-storey towers, units at The
Long Beach will be offered to
the market over the next two to
three years.
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Carmel-on-the-Hill

Carmel-on-the-Hill comprises a

24-storey residential tower built
over a 4-storey carpark and
retail podium.
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Land Bank & b il

With significant development potential in its portfolio, B 2 e A 4 22 TR A A v I A B 2 %
combined with reserves in unsold units and properties with JEYIEZ KGR > I KHA B EEE L2
promising redevelopment potential, Hang Lung’s land bank E S RE

contains some of the best prime real estate in Hong Kong.
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With an eye on the future, Hang Lung is actively looking

to apply its disciplined investment approach in rapidly
growing cities throughout China.
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With its solid portfolio and base of operations in Hong Kong,
the Group is actively looking northward to Mainland China to
capitalise on the vast opportunities offered by the developing

Chinese economy.

Applying its philosophy of disciplined growth and investment,
the Group began its strategic approach to the Chinese market
in Shanghai with the Plaza 66 office/retail development, as
well as The Grand Gateway shopping mall. Total GFA from
the two projects covers 313,200 sq.m., of which 81,400
sq.m. is currently under development. Both projects currently

generate a yield on cost of about 12%.

Taking its first strategic step outside of Shanghai, in January
this year the Group landed a milestone project in Tianjin.
Commanding one of the best locations in the city, this future
world-class shopping mall is scheduled for completion in
2009/10 and is expected to generate similar yields to the
Group’s properties in Shanghai.

Total GFA of the Group’s investment property portfolio in
Mainland China now stands at approximately 448,200 sq.m.

The Group plans to further invest in 10 or more new cities in
Mainland China over the next 3 to 4 years to provide long-
term rental growth, aiming to repeat the success story in

Shanghai with each of these new cities.
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Taking its first strategic step outside of
Shanghai, the Group landed a 135,000
sq-m. shopping mall project in Tianjin.
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Management Discussion and Analysis
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China Operations
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Geographical Analysis of Investment Properties and Properties Under Development
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A (TFk)  HEBA B E ) MR (B4 %)
China v g
Shanghai g
Xuhui District 4 e [
Jing An District [
Tianjin Rt
Total Tt

China Property Leasing

Plaza 66

Plaza 66 in Shanghai is currently the tallest building in the
historic Puxi district. With its prime location on Nan Jing
Xi Lu, the developments Office Tower 1 features 66 storeys
of Grade A office space constructed over a 5-storey retail
podium. Commercial and retail income increased by 23%
during FY2005, with occupancy at 100%. Similarly, office

rental income grew by 21% upon an occupancy rate of 99%.

The Grand Gateway

Located above Xujiahui Station, Shanghai’s largest subway
station, The Grand Gateway is a 101,924 sq.m. shopping
mall featuring multiplex theatres, restaurants, fully integrated
family leisure facilities and specialty shops. During the year
under review commercial and retail rental income grew by a

promising 16% with occupancy standing firm at 100%.
China Property Under Development

Office Tower 2 at Plaza 66 is progressing on schedule, and is
expected to be completed in 2006.
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The Grand Gateway

Centrally located above Shanghai’s
largest subway station, The Grand

Gateway offers world-class shopping

and entertainment facilities.

Plaza 66

Towering over its neighbours on Nan Jing Xi Lu,
Plaza 66 is the tallest building in Shanghai’s
historic Puxi district.
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Management Discussion and Analysis
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Financial Review
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Share Placement

On 29 November 2004, the Group placed 370 million new
ordinary shares with professional and institutional investors
at $12.0 per share (market price was $12.8 per share). The
placement raised approximately $4.4 billion. Believing
that the capital and property markets operate on different
cycles, the Group utilised the placement to take advantage
of comparatively inexpensive capital, which will be applied

towards future property development projects.

Liquidity and Capital Resources

On 7 June 2005, the Group signed a $8.0 billion syndicated
loan facility with 19 local and international banks. The facility
was well received by the financial community, and will assist

in reducing costs of funds for the Group.

During the year under review, the Group issued $1.5 billion
floating rate notes due in 2009.

The Group further reduced its gearing ratio in FY2005, which
now stands at a very healthy 7%. Market capitalisation has been

steadily rising since 1997, which is currently at approximately

$46.0 billion.

As at 30 June 2005, undrawn banking facilities together with
bank deposits amounted to $16,089.8 million, comprising
$3,205.8 million in bank deposits, $11,959.0 million in

committed facilities and $925.0 million in demand facilities.

Dividend
The Board proposes a final dividend of 37 cents per

ordinary share, which is an increase of 12% above last
year’s figure. The total ordinary dividend for the year is 50
cents, up 14% from the previous year. The Group consistently
offers one of the highest dividend yields amongst all players in
Hong Kong’s property sector.
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Liquidity Ratio

Underlying Pay-out Ratio
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Note: Liquidity ratio represents current assets less inventories
over current liabilities.
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The Group is continuing its policy of evenly spreading out
dividend payments from year to year. This “smoothing out”
process avoids pegging of the dividend to annual profits,
thereby eliminating fluctuations tied to the timing of property
sales. This policy has allowed the Group to consistently offer
one of the highest dividend yields amongst all players in Hong
Kong’s property sector.

Accounting Standards

In advance of requirements, the Group has adopted the new
HKAS 40 and HKSIC-Int 21, where property revaluation
changes and related deferred tax are recognised in the income
statement. Excluding the effect of property revaluation
changes and its related deferred tax, net profit attributable
to ordinary shareholders increased by 23.4% to $2,548.6
million; basic earnings per ordinary share would increase by
5.8%, from 68.5 cents to 72.5 cents; and diluted earnings per
ordinary share would increase by 5.6%, from 68.4 cents to
72.2 cents.
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Management Discussion and Analysis
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Risk Management
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Land Bank

During the year under review, the Group actively participated
in land auctions and tendering, and continued with its
proven and prudent approach towards land acquisition by
purchasing land only if the price and location are right.
The Group’s existing land bank in Hong Kong is about
400,000 sq.m. and, based on today’s selling prices, is
estimated to be approximately two-thirds of the Group’s

current market capitalisation.

The Group developed an investment plan in Mainland China
which included unambiguous criteria for the selection of
target cities. This was based on the development status of
major cities and the potential of their location, government
support for business growth, and reasonable land prices. The
Group’s senior management teams, which actively participate
in and supervise project progress, also lead land acquisition

projects in Hong Kong and Mainland China.

Interest Rate and Exchange Rate Risks

The Group has followed a policy of developing long term
banking facilities to match its long-term investment plans in
Hong Kong and Mainland China. This enables the Group
to avoid high borrowing costs from short term financing for
long-term investment. The Group’s policy on interest rate
risk management also involves close monitoring of interest
rate movements and replacing and entering into new banking
facilities when favourable pricing opportunities arise. Interest
rate swaps to hedge exposure to floating rates are used where
appropriate. Borrowings are also designated in local currencies
to match the corresponding payment currencies to mitigate

exposure on exchange rate fluctuations.
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The Group continued its proven and prudent

approach towards land acquisition by purchasing

land only if the price and location are right.
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Retail Climate and Rental Collection

The Group has continued to organise various promotional
events during holiday seasons to improve customer traffic at
its retail centres. The tenant mix at the Group’s retail outlets
remains under constant review, along with policies on the
collection of rental and outstanding debts. Management
reviews cases on a weekly basis, and penalties are imposed
for late payment where appropriate. Potential bad debts
are maintained at a minimal percentage of total debtors

throughout the year.

Insurance and Maintenance

All investment properties are well insured for any loss from
casualties. The Group conducts regular reviews of individual
properties and carries out precautionary works where potential
problems are anticipated. In addition to the Group’s ongoing
maintenance programme to enhance all buildings, large-scale
cleaning exercises are regularly conducted at both residential

properties and shopping malls.
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Renewed vigour in the leasing market, combined with growing

margins in property development, provide a solid foundation
for Hang Lungs future growth.
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Management’s long-term goal is to remain

one of the top “pure” property players in

Hong Kong.
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The Group’s prospects for the coming years are led by its
philosophy of disciplined and steady progress towards its
goals. In Hong Kong, management believes that renewed
vigour in the leasing market, combined with growing margins
in property development, will continue to provide a solid
foundation for the Group’s future growth. Management’s
long-term goal is to remain one of the top “pure” property

players in Hong Kong.

With an existing residential land bank of about 400,000 sq.m.,
the Group has remained disciplined in its approach to buying
land and property. The Group is keen to replenish its land bank,
given the availability of land at the right price and location.

Continuing sales at The HarbourSide will maintain their
contributions to the Property Development and Sales business;
and upcoming sales of the most desirable units at Blocks 1 &
2 of AquaMarine will provide a further boost to revenue. The
Group will only sell at decent margins, as it is comfortable

about long-term residential prices in Hong Kong.

Exciting potential lies within the Group’s investments in
Mainland China. After setting the benchmark for property
in Shanghai, the Group has taken another strategic step
towards expanding its China operations with the development
of a high-end shopping mall in one of the best locations in
Tianjin. Management believes that Tianjin is poised to deliver
attractive returns on investment as it grows to take its place

amongst China’s top-tier cities.

In the interest of maximising shareholder return, the Group
is actively looking at other rapidly growing cities all around
China to determine the most prudent route for growth in the

Mainland property market.

Capitalising on its proven experience, management expertise
and long-term vision, the Group is looking to invest in
commercial and retail developments at a steady rate to build
its portfolio in China. Having taken advantage of the low cost
of funds in recent years, the Group is well positioned to take

on new investments and projects throughout China.
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