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Chairman’s Statement

| am pleased to present the results of the Company and its subsidiaries
(the "Group”) for the year ended 31st December, 2007 (the “Year") to the

shareholders.

RESULTS

Profit attributable to equity holders of the parent for the Year was HK$8,195.8
million as compared to HK$7,477.3 million for the same period last year.
The profit for the Year was mainly attributable from the fair value gains on
investment properties, profit on sales of trading properties, gains on listed
securities investments and treasury products and the share of results of
associates generated from the sales of development properties. Earnings per
share was HK$3.599 (year ended 31st December, 2006: HK$3.392).

DIVIDENDS

The Board of Directors of the Company (“the Board") has recommended
the payment of final dividend of HK22.5 cents per share for the Year (2006:
HK18 cents) and propose to give shareholders the option of receiving part or
all of the final dividend in form of new shares (“Scrip Dividend") in lieu of cash
dividend. The Scrip Dividend proposal (the “Proposal”) will be conditional on
(i) the approval of the recommended final dividend at the forthcoming annual
general meeting of the Company and (i) The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) granting a listing of and permission to deal
in the shares to be issued pursuant to the Proposal. Subject to shareholders’
approval at the forthcoming annual general meeting of the Company, the
recommended final dividend will be paid on or around 25th June, 2008
to shareholders whose names appear on the register of members of the
Company on 15th May, 2008.

Together with the interim dividend of HK13.5 cents per share (2006: HK12
cents), the total distribution for 2007 will amount to HK36 cents per share
(2006: HK30 cents).

CLOSURE OF REGISTER OF MEMBERS

The register of members will be closed from 9th May, 2008 to 15th May,
2008, both days inclusive. In order to qualify for the recommended final
dividend and for the purpose of ascertaining the members’ entitlement to the
attendance of the forthcoming annual general meeting of the Company, all
share transfers documents accompanied by the relevant share certificates must
be lodged with the Company's Branch Registrar and Transfer Office in Hong
Kong, namely Computershare Hong Kong Investor Services Limited, at Shops
1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai,
Hong Kong not later than 4:30 p.m. on 8th May, 2008.
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Chairman’s Statement

BUSINESS REVIEW

Hong Kong Property Investment

Rentals from investment properties continued to be one of the major sources
of our income. The overall occupancy rate of the Group's retail portfolio was
88.96% as at 31st December, 2007 due to the renovation of Windsor House
and Silvercord. The occupancy rate jumped to 94.51% if Windsor House and
Silvercord are excluded. Such sustainable high occupancy rate is attributable
to the prime locations of the majority of the Group's retail properties. Retail
rents were generally raised due to the increase in tenants' business turnover

benefited from the growth of both tourists” and local consumption.

Although the Group recorded a rental loss during the Year due to the
renovation works of Windsor House and Silvercord, the Group was able to
sustain a gross rental growth by 15.78% with rental income of HK$773.33
million for the Year as compared with last year. The increase in gross rental
income is mainly attributable to the high reversionary rental rate of the office
properties and re-opening of renovated Excelsior Plaza — Laforet in 2006. If the
renovated properties are excluded, gross rental income would be increased by
approximately 24.09% over the last year, and the respective increases in retail
and non-retail portion have been 23.429% and 24.47%.

As at 31st December, 2007, all the shops of Excelsior Plaza — Laforet and

Causeway Place were fully let out.

The renovation works of Windsor House was commenced in 2006. The scope
of work includes re-layout of basement, ground and first floor, sub-dividing
the retail space previously occupied by supermarket, department store and an
anchor tenant to provide greater varieties of prime retail shops and specialty
restaurants. The first phase renovation was completed in the third quarter of
2007 and the second phase renovation is scheduled to be completed by the
end of 2009. The revamped Windsor House will have improved and diversified

trade mix while the rental income is expected to rise substantially.

As for Silvercord, the first phase of converting the bubble lifts to shops was
completed in 2006 with the second phase completed in the second quarter of
2007. The conversion of the cinema to shops was also completed in the third
quarter of 2007. Rental income was raised significantly over-seven folds as
compared with the previous lease due to the increase in more quality brands

and its occupancy rate was 85.95% as at 3 1st December, 2007.
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Chairman’s Statement

BUSINESS REVIEW (cont'd)

Hong Kong Property Investment (cont'd)

The occupancy rate for the Group's office properties maintained at a high level
throughout the Year. During the Year, the average occupancy rates of Windsor
House, MassMutual Tower and Harcourt House were approximately 88.82%,
96.24% and 89.219% respectively, bringing the approximate occupancy rate of
the overall office portfolio to 91.44%.

In general, both the occupancy rate in retail and office properties remained
at high level during the Year. It is expected that rental rates will have room for

increment.

The foundation works of the redevelopment of Tung Ying Building in
Tsimshatsui were completed in November 2007. Basement construction works
are in progress. It is scheduled that the superstructure works will commence in
the fourth quarter of 2008. MTR Corporation Limited (“MTRC") commissioned
to construct a pedestrian subway linking the existing Tsim Sha Tsui MTR Station
to, amongst other exits, the future Tung Ying Building under redevelopment.
MTRC is seeking government's policy support on its planning. Completion of

the redevelopment is expected to be in early 2010.

Tung Sang Building, i.e. No. 20 Johnston Road, Wanchai, has commenced
its foundation work and its superstructure work is in progress. It will be
redeveloped as a brand new residential/retail composite building with

completion date re-scheduled to early 2009.

The Group won a tender in 2006 at approximately HK$234 million for Sun Fair
Mansions at 12 Shiu Fai Terrace, a residential site in Mid-Levels East, which is
a traditional prestigious location for luxury residential project in Hong Kong. The
site area is about 12,000 square feet that can provide a total residential gross
floor area of around 39,700 square feet. The site is planned to be redeveloped

into a luxury residential project in end 2008.
Hong Kong Property Development

In general, the Group's development projects have been progressing

satisfactorily and the sales have been achieving pleasing results.

All of the apartments and houses of Mount Beacon, Kowloon Tong (33.33%
interest) were sold up to 31st December, 2007. As at 31st December, 2007,
the units of Parc Palais, Homantin (10% interest) and Indihome, Tsuen Wan
(50% interest) were substantially sold, representing 98.71% and 98.85% of
total units respectively; and 88.46% of houses of Miami Crescent, Sheung Shui

(50% interest) were already sold.
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Chairman’s Statement

BUSINESS REVIEW (cont'd)

Hong Kong Property Development (cont’d)

The Zenith (87.5% interest) is a two-phase redevelopment project at Tai Yuen
Street, Wanchai undertaken with the Urban Renewal Authority. 649 units of
phase | were sold up to 31st December, 2007, representing 99.54% of total
units. The commencement of construction work of phase Il is currently re-
scheduled to mid 2009 and the construction work is expected to be completed
in mid 2012.

The Group has also formed two other joint venture projects with the Urban
Renewal Authority. One is located at the junction of Reclamation Street and
Arran Street in Mongkok, construction work of which was completed in February
2008. It provides a single residential tower block comprises 85 units with flat
size ranging from gross floor area of approximate 480 square feet to 1,100
square feet. The pre-sale consent is expected to be received in the first quarter

of 2008 and the launching of this project is currently expected in March 2008.

Another one is located at Larch Street/Bedford Road in Tai Kok Tsui, it will
provide a single residential tower block comprises 182 units with flat size
ranging from saleable floor area of approximate 400 square feet to 1,080
square feet. The superstructure work is in progress and the whole project is
expected to be completed in second half of 2008 and launched in the second
quarter of 2008.

Foundation work of the development project located at Hoi Ting Road and
junction of Hoi Wang Road and Hoi Ting Road, West Kowloon Reclamation
Area (25% interest) has commenced. Residential and retail properties with a
total gross floor area of around 1,095,980 square feet will be developed and

the whole project is expected to be completed in mid 2010

In May 2007, the Group acquired a site at the junction of Hoi Wang Road,
Yan Cheung Road and Yau Cheung Road, West Kowloon Reclamation Area
(15% interest). The acquisition was completed in June 2007. The total site
area is approximately 86,758 square feet. Residential and retail properties
with a total gross floor area of about 650,684 square feet will be developed.
Foundation work has been commenced and the whole project is expected to

be completed in end 2010

Annual Report 2007 =—ZZFtFE4H, 13

EFEHRES
H5oIRE (8)
ERMERE ()

R IE (15 87.5% ) R—ERMEREZREIE

fIREFARES FEHHE’JEEIEE R-EF
tE+-A=1+—H E-HEASEH6491E

EE'HEM%QZ%5WW”:%@ﬁIE
BRTEFER ST NFFHEHT - BHER
ZE—FFRET -

REBETEEZRDEKSINNEESEEE -

Heh—E R AR Em G R BEEESR - A6

BETIRER-ZZTTNF_ATK - ZEHBE A —

BEEXEERE  RHEEHSSEEMN - B

BEEEAN F480F FRET100FFRAE -

?Eiﬁﬂﬂ—rﬁ’\fj TNFE-—FNRBEESEERE
- BRTERTZIBER ST \F= AL -

SR AR BBFRE,NEE - ZEE R
—EBEEXNFENE - HIRHEE L 182@E N
BRI AIEEEEELNN T 400 F 5 RE 1,080 F
FRAE - HE FETRIEM#EITH - FHFREEE
BBR_ZEENFTEFRTIRR_EZTN\FE

TEHE o

IR PO REIE B [ B2 1B N /8 A8 B R 3B X
ZEREIAR (1h25% #a) Mt E TREE R -
ZIA B S E R R EZEEIEA 1,095,980 F 75 R
MEERTENE  BHEEREFNR_T—F
FEPRT -

i ftiﬁﬁ REBWE RN NEE
EgREE  MABRENBRAN L1 (1

15% &) ° Elﬁllﬁlﬁﬁab*"fj BFEANAET
X o SR B AR ETEL) 286,758 F TR
ERRBEBHEEEL 650,684 FHRNEERE
EWE - HETIRELRERM - A BERE K
R-E—TFFERT -

Al



14 Chinese Estates Holdings Limited ZFEAE

REE

Chairman’s Statement

BUSINESS REVIEW (cont'd)

Macau Property Development

The Group had acquired 5 parcels of adjoining land in Taipa, Macau (70.01%
interest) around early 2006. In December 2007, conditional approval has been
granted from relevant authority of Macau for the master layout plan and the
increase of the upper limit of the gross floor area up to approximately 5,786,242
square feet (excluding gross floor area of basement car park) and increase of
the upper limit of the gross floor area of car park up to approximately 2,088,197
square feet subject to the terms and conditions stipulated in the relevant
approval document. It comprises 26 residential tower blocks and will be
developed by four to five phases. The site formation and basement excavation
work contract of phase | has been awarded. The launching of phase | of this

project is re-scheduled to mid of 2008.
Mainland China Property Investment

Evergo Tower, located at Central Huaihai Road in Shanghai, is a 23-storey
office/shopping complex including a 2-storey basement and has a total gross
floor area of around 263,708 square feet for leasing purpose. The average
occupancy rates of the office and retail spaces were 91.13% and 94.88%

respectively for the Year.

Hilton Beijing (50% interest) maintained an average occupancy rate of 86.01%
and achieved a gross operating profit of HK§94.63 million for the Year. Hilton
Beijing is expanding by converting the adjacent auditorium into an executive

tower, under the construction work to be completed in March 2008.

Oriental Place (50% interest), a 10-storey office building next to Hilton Beijing,
was 96.05% let out as of December 2007.

The occupancy rate of the 79 retail outlets with a total area of approximately
29,000 square feet in Lowu Commercial Plaza, Shenzhen was 94.36% in
December 2007.

The residential projects at Dongda Street of Jinjiang District and Yingbin Road of
Jinniu District in Chengdu have respective site area of approximately 194,411
square feet and 795,625 square feet with corresponding gross floor area of
approximately 1.65 million square feet and 3.74 million square feet. Dongda
Street project is at design stage and is expected to be completed in mid 2011.
Yingbin Road project, currently in site formation processes, is expected to be

completed in mid 2010.
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Chairman’s Statement

BUSINESS REVIEW (cont'd)

Mainland China Property Investment (cont’d)

The commercial and residential project at South Taisheng Road of Qingyang
District in Chengdu has a site area of about 404,267 square feet with a
development scale of around 3.22 million square feet. The project is also at

design stage and is expected to be completed in early 2012.

A residential land at Huaxinjie Street of Jiangbei District in Chongging (25%
interest), jointly invested with Sino Land Company Limited and C C Land
Holdings Limited, was acquired in July 2007 at a consideration of RMB4.18
billion. The land is located at the north bank of Jialing River, with a site area
of 2,207,546 square feet and a gross floor area of 11.08 million square feet
approximately. The project is at design stage and the land use rights will be

obtained upon full settlement of land cost.

Though the central government's regulatory policies have recently cooled down
the overheated PRC property market, the Group believes that the market with

moderate adjustments will benefit most in long run.
Acquisition of Cosmetics Business

On 29th June, 2007, the Group acquired from Power Jade Limited, an
associate of the Company, its interests in “Kwong Sang Hong" cosmetics
business at a consideration of HK$20 million (the “Acquisition”). Upon
completion of the Acquisition, the Group obtained 100% control over such
cosmetics business. The Acquisition constituted a connected transaction for the

Company.

COMMUNITY RELATIONS

To enhance the community relations, the Group has worked with different
charitable and voluntary organisations to organise various community activities.
During the Year, the Group has supported a variety of charitable activities of
the community such as the “Walk for Millions” by the Community Chest. The
Group has also made donations to various charitable organisations such as
the “Medecins Sans Frontieres Hong Kong”. The Company has registered as
Corporate Member at “Agency for Volunteer Service” and a volunteer team
formed by the staff was also established in 2007, which regularly provides
community services for the needy. In addition, the Company was awarded as

“Caring Company” in 2007/08 in recognition of our good corporate citizenship.
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Chairman’s Statement

INVESTOR RELATIONS

The Company is continuously committed to maintaining good communication
with shareholders, investors and analysts in order to ensure their thorough
understanding of the Group's strategies and business development, thereby

enhancing transparency and investor relations.

The Company has used various channels to disseminate timely information.
They include formal announcements; press releases; press conferences and
analysts presentation meetings after results announcements; regular meetings
and conference calls with institutional investors, fund managers and analysts;
local and overseas roadshows; company and site visits; and extensive use of

the Company website.

During the Year, the management has participated in a total number of 45
company visits, 13 conference calls as well as the following major investor
relations activities, in which the management has met with totally around 400

shareholders, investors and analysts.

Date Events

January Property Access Day

February +  Property lunch

March Press conference and analysts presentation
meeting for 2006 annual results announcement
Roadshows in Hong Kong, Singapore and U.S.A.

April »  Roadshow in Europe
Property conference

May +  Property tour in Chengdu, Mainland China
Property conference

August « Press conference and analysts presentation
meeting for 2007 interim results announcement

November +  Roadshow in Hong Kong

The Company is one of the constituent stocks of Hang Seng Hong Kong
MidCap Index and Properties and Construction Industry Index in the Hang Seng

Composite Index Series.
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Chairman’s Statement

POST BALANCE SHEET EVENTS

Proposed Transaction with Chi Cheung Investment Company, Limited
(“Chi Cheung”)

On 17th January, 2008, the Group entered into a conditional sale and
purchase agreement with Chi Cheung, in relation to the acquisition of share
interests in and loans to certain subsidiaries of Chi Cheung, subject to the
approval of the independent shareholders of Chi Cheung. The relevant joint

announcement with Chi Cheung was made on 17th January, 2008.

Loss on Fair Value Changes of Listed Securities Investments Included
in Available-for-sale Investments

As announced on 31st January, 2008, the Group had a loss on fair value
changes of listed securities investments included in available-for-sale
investments (the “Loss”) for one month ended 31st January, 2008. It is
estimated that the Loss amounting to approximately HK$3,336.7 million will
be recognised to equity as securities investments reserve of the Group for
one month ended 31st January, 2008. The carrying amount of the gain on
fair value changes of listed securities investments included in available-for-sale
investments accumulated in equity as at 3 1st January, 2008 will amount to

approximately HK$4,807.2 million.
Shareholding in G-Prop (Holdings) Limited (“G-Prop”)

Further to the placing of shares in G-Prop by the Group in June 2007, the
interest of the Group in G-Prop was reduced to 34.99%. G-Prop therefore
ceased to be a subsidiary of the Company and became an associate of the
Company. In October 2007, the interest of the Group in G-Prop was diluted to

13.69% after issue and allotment of new shares in G-Prop.

In February 2008, Mass Rise Limited, a subsidiary of the Company, had
acquired 740,518,325 shares of G-Prop, representing 36.51% shareholding,
at a consideration of approximately HK$120.8 million. Accordingly, the Group
holds 50.20% shareholding in G-Prop and G-Prop became a subsidiary of the
Company.
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Chairman’s Statement

OTHER INFORMATION

Possible Offer

As announced in July 2007, a number of third parties expressed interests in
relation to the possible acquisition of the Company. A further announcement
was made in August 2007 regarding termination of talks with all third parties
and the offer period pursuant to the Hong Kong Code on Takeovers and

Mergers ended on 1st August, 2007.
Zero Coupon Convertible Bonds Due 2010

The Company issued zero coupon convertible bonds in 2005 in a principal
amount of HK$1,810,000,000, due 2010 with a call and put option in May
2007 (“Convertible Bonds").

In January 2007, Convertible Bonds with a total value of HK$4,000,000 were
converted into 573,888 shares at the conversion price of HK$6.97.

On 20th April, 2007, the Company gave a notice to bondholders that
it would redeem all outstanding Convertible Bonds with a total value of
HK$318,500,000 on 21st May, 2007 pursuant to the terms and conditions
of the Convertible Bonds. All the remaining bondholders exercised their
conversion rights and accordingly the Company exercised its cash settlement
option to the relevant bondholders pursuant to the terms and conditions of the
Convertible Bonds. Application for withdrawal of listing of the Convertible Bonds
on the Stock Exchange was made to the Stock Exchange by the Company
which was then effective on 30th August, 2007.
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Chairman’s Statement

PROSPECTS

Despite the uncertain global economic condition, Hong Kong's economic
prospects are expected to be optimistic in the year 2008 under the sustained
rapid economic growth in Mainland China. The cut in interest rate and
improving employment conditions could provide a favourable environment for
our both property development and investment businesses in Hong Kong. In
general, the property markets of Macau and Mainland China should continue to

be satisfactory in the near future.

The Group sees promising future in its core businesses. The Group will
continue to strengthen the value of its investment properties and enhance
returns through redevelopment and renovation works such as Tung Ying
Building, Silvercord and Windsor House. It is expected that the Group will enjoy

substantial rental growth from the future new leases.

In addition to expanding our investment property portfolio in Hong Kong, the
Group will continue to focus on property development in Macau and Mainland
China so as to benefit from the positive economic prospects in these areas,
particularly replenishing its land bank for development projects in the Mainland
China.

The directors of the Company review the share price of the Company and its
underlying net asset value on a regular basis, when the share price represents
a significant discount to its net asset value, the Board will consider repurchase

of its shares on the Stock Exchange.

APPRECIATION

I' would like to take this opportunity to thank the shareholders for their
continuing support. | also thank my fellow directors and staff members for their

dedication and hard work.

On behalf of the Board
Joseph Lau, Luen-hung

Chairman

Hong Kong, 7th March, 2008
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