EREZAHEDT

Meitauen < nDiscueeny ann Anglycis

22 ERmwEERAR —2EF

A
&
Ny
A



EREZRBRDT

Management Discussion and Analysis

Hang Lung Properties Limited Annual Report 2005/06 23



EREZAHEDT

Management Discussion and Analysis

TESH
Significant Events

SRELERMAE L LEZEIAHRIT  MrWiliam Pak Yau Ko and Ms Estella Yi Kum Ng were appointed
EE oL BEFERPEARM(LEE  Executive Directors. Mr Ko is responsible for property development &
BN ZEBRRERIBEREEE - th&Z  project management in Hong Kong and mainland China excluding
TAEEEMBERITH Shanghai. Ms Ng is responsible for finance and administration.

—EZERFNA
September 2005

AARELRATEITAYD
BiEEBT—E=8ET ¥
FORTH o

Acquired a 35,000 square

metre prime lot in Shenyang
for RMB760 million.

—EEXRE A
January 2006

HEEMTRAR EME  BREAZHRE  Signed a MOU with the Jinan municipal government for the rights to
1R — 1@ AR B Y 5 o tender for a site earmarked for a shopping mall project .

—BEAE=F
March 2006

KRG (BAMEM  Gala Shopping Mall, the first
BUES)HARELE  shopping mall in Hong Kong
% VESKE A F  was renamed Gala Place and
BAMEBEZREER positioned to appeal to younger,
BEHR o aspiring people and tourists.
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—EEXREAXRA
June 2006

—EEXRFEAXRA
June 2006

“EBEARFLA
July 2006

= Y
August 2006

FEARB\EANTHEEL  BAE  Acquired a 92,000 square metre prime lot in Shenyang for RMB895
Bh—REESLE_TFIANEE  milion, which will become a large scale multi-complex development.
sk EEE-EEASRAERIER -
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Business Overview and Strategies
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Our properties benefit
from their reputation
for quality
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A £ 78 0 — E One Grand Tower, Mongkok

The results for the financial year reflect the contrasting market
environments for the Group’s investment properties and
development projects.

Our investment properties all performed well, with strong growth
in revenues. The Hong Kong office portfolio benefited particularly
from positive rent reversions and further increases in rental rates. Our
properties in Shanghai, which focus on retail, were well supported by
rising levels of prosperity in mainland China's major commercial city.
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Overall, turnover declined by 46% over the financial year 2005 to
HK$3,740.6 million, however, as our property development sales in
Hong Kong were lower, pending improved market sentiment.

In accordance with HKAS 40 and HKSIC-Int 21 Financial Reporting
Standards, a revaluation surplus of HK$3,438.2 million was recorded
for the financial year on the value of the Group's investment
properties and recognised as income, together with related deferred
tax. As a result, net profit attributable to shareholders fell by 35% to
HK$4,402.6 million. Underlying profit, which excludes the effects

TERNTERT BAPEAZ=TH M  ofthe revaluation, declined by 35% to HK$1,627.0 million.
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The Group's strategy is to build up a portfolio of investment
properties in prime locations that can generate rising income over
the long term, and to gain additional revenues through developing
properties for sale to take advantage of property market cycles.

The investment portfolio is focused mainly on commercial/retail and
office properties. From our home base in Hong Kong, in 1992 we
moved into Shanghai and more recently have seized opportunities
in other key cities in mainland China, as levels of prosperity have
risen. Currently, properties under development are mainly our new
mainland China projects.

In all of our businesses, we aim to maximise returns not merely
through acquiring the best locations at prudent valuations, but
enhancing the properties through paying close attention to their
use, branding, marketing and management.
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