Chairman’s Statement

| am pleased to present the results of the Company and its subsidiaries
(the “Group") for the year ended 31st December, 2009 (the "Year") to

the shareholders of the Company.

RESULTS

Profit attributable to equity holders of the parent for the Year was
HK$8,648.7 million as compared to loss of HK$1,494.4 million for last
year. The profit for the Year was mainly due to the fair value gains on
investment properties. Earnings per share was HK$4.34 (year ended 31st
December, 2008: loss per share HK$0.67).

If the net gain on the major non-cash items of HK$7,231.4 million (year
ended 31st December, 2008: net loss HK$5,943.2 million) are excluded,
the Group will have a core profit attributable to equity holders of the
parent for the Year of HK$1,417.3 million (year ended 31st December,
2008: HK$4,448.8 million) and a core earnings per share of HK71.0
cents (year ended 31st December, 2008: HK199.6 cents), a decrease of
68.1% and 64.5% over 2008 respectively.

The major non-cash items are fair value gains on investment properties
together with their respective deferred tax expenses of HK$7,231.4 million
(year ended 31st December, 2008: loss of HK$6,235.7 million and credit
effect of deferred tax on reduction in tax rate in respect of the fair value

changes on investment properties of HK$292.5 million).

DIVIDENDS AND SHARE REPURCHASE

In October and November 2009, the Company has paid interim and
special dividends in total of HK65 cents per share or HK$1,267 million
to shareholders, which represents 91.5% of the core profit for the Year
of HK71.0 cents per share or HK$1,417.3 million. As such, the Board of
Directors of the Company (the “Board”) considers that proposal for final
dividend for the Year is not required. However, in order to maintain a
continuous dividend payment record, the Board has recommended the
payment of a nominal final dividend of HK1 cent per share for the Year
(the “Final Dividend") (2008: HK1 cent).
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Chairman’s Statement

DIVIDENDS AND SHARE REPURCHASE (cont'd)

During the Year, the Company has allocated an aggregate cash amount
of HK$2,740.5 million (2008: HK$4,648.4 million) (or HK138.8 cents
per share (2008: HK216.2 cents)) which would be paid to shareholders.
Out of such sum, (i) an amount of HK$39.2 million (2008: HK$306.2
million) (or HK2 cents per share (2008: HK13.5 cents)) and an amount
of HK$1,228.5 million (2008: HK$2,033.8 million) (or HK63 cents per
share (2008: HK99 cents)) have been applied for the payment of interim
dividend and special dividend respectively; (i) an amount of HK$19.5
million (2008: HK$20.5 million) (or HK1 cent per share (2008: HK1
cent)) would be applied for the payment of Final Dividend; and (iii) an
amount of HK$1,453.3 million (2008: HK$2,287.9 million) (or HK72.8
cents per share (2008: HK102.7 cents)) has been utilised for the
repurchase of the Company's shares during the Year. With such a total
cash sum of HK138.8 cents per share (2008: HK216.2 cents) and a core
profit of HK71.0 cents per share (2008: HK199.6 cents), a ratio of 195%
(2008: 1089%) is recorded, which is summarised as follows:
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2009 2008
Core profit (HK$m) BmA (B8EBT) 1,417.3 4,448.8
Share repurchase (HK$m) it EiE (B&EBT) 1,453.3 2,287.9
Interim Dividend (HK$m) FHIRE (BEAT) 39.2 306.2
Special Dividend (HK$m) RIS (BEET) 1,228.5 2,033.8
(Note) (Hf&E)
Final Dividend (HK$m) REARE (BEAT) 19.5 20.5
(Note) (F&E)
On a share basis PE=1 &3
Core profit (HK cents) izt 1 OB L) 71.0 199.6
Share repurchase (HK cents) f& 7 E18& (L) 72.8 102.7
Interim Dividend (HK cents) HERRR S (L) 2.0 13.5
Special Dividend (HK cents) RIS (Bl 63.0 99.0
Final Dividend (HK cent) RERRR 2 (B AL) 1.0 1.0
Interim, Special and Final Dividend (HK cents) AL R RAREIR S (BL) 66.0 1135
As a percentage of core profit HERZORNZ BD T 93% 57%
Share repurchase, Interim, Special and Final [ 131 8 - B - 5 Bl K K B AR R
Dividend (HK cents) (L) 138.8 216.2
As a percentage of core profit HERZLEMNZBD LT 195% 108%

Note: as a result of repurchase of shares prior to the record date of dividends
payment, the actual amount paid for final dividend and special dividend in
aggregate was HK$2,006.3 million.

Miet: AN ARBERS LA A SETRNDE
BARERSRFIREZERKNEEAR
2,006,300,000/# 7T °



Chairman’s Statement

DIVIDENDS AND SHARE REPURCHASE (cont'd)

Approval of Dividend by Shareholders and Expected Timeframe

Subject to shareholders’ approval at the forthcoming annual general
meeting of the Company to be held on 28th May, 2010, the dividend
warrants will be posted on or about 9th June, 2010 to shareholders
whose names appear on the register of members of the Company on
28th May, 2010.

CLOSURE OF REGISTER OF MEMBERS

The register of members will be closed from 25th May, 2010 to 28th
May, 2010, 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 24th May, 2010

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 88.65% during the Year excluding the renovation area
of Windsor House. The occupancy rate achieved 93.60% if non-core
properties are excluded. The satisfactory occupancy rate is attributable to

the prime locations of the majority of the Group’s retail properties.

Despite the economic turmoil in the first half of 2009, the Group's
overall gross rental growth remained positive of 5.35% with rental
income of HK$1,013.1 million for the Year as compared with last year.
The respective increases in Hong Kong retail and non-retail portion have
been 3.93% and 10.13%. The increase in gross rental income is mainly
attributable to the high reversionary rental rate of the office properties and

pleasant rental rate achieved by shopping malls after renovation.

During the Year, the shops of Excelsior Plaza — Laforet were fully let out
and the average occupancy rate of Causeway Place was approximately
93.33%.
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CHINESE ESTATES HOLDINGS LIMITED E#ABX5E

Chairman’s Statement

BUSINESS REVIEW (cont'd)

Hong Kong Property Investment (cont’d)

The first phase renovation of Windsor House was completed in the third
quarter of 2007 and the second phase renovation commenced in March
2008. Works include reconfiguration of the mall layout from basement
level to 7th level to provide greater varieties of prime retail shops and
specialty restaurants, addition of atrium void and introduction of skylight
to provide a high-end shopping environment. Portions of the circulation
areas and shops at ground floor and first floor have been re-opened in
December 2008 and June 2009 respectively and it is anticipated that the
whole renovation work will be completed in May 2010. The revamped

Windsor House will have improved and diversified trade mix.

As for Silvercord, the overall rental income was raised 16.01% for the
Year as compared with last year and its average occupancy rate was
95.29% during the Year. The rental growth and high occupancy rate
reflect the success of the Group's rental enhancement strategy of
renovation and repackaging of its shopping malls. In order to further
refine the configuration of the retail shops and restaurants at third floor,
improvement works to third floor is being planned and site works are

tentatively scheduled to be commenced on the second half of 2010.

The ONE, i.e. the redevelopment project of the former Tung Ying Building
in Tsim Sha Tsui is being developed to a 29-storey integrated shopping,
entertainment and food and beverage complex with more than 400,000
square feet of retail spaces. It will be the tallest retail complex of its kind
in Hong Kong and is expected to be a landmark shopping arcade in Tsim
Sha Tsui upon completion scheduled for the first half of 2010. Pre-lease
marketing has been commenced after the formal naming of The ONE in
June 2009. Overall marketing response is positive and a number of offers

are received from prospective tenants.

During the Year, the average occupancy rates of Windsor House,
MassMutual Tower and Harcourt House were approximately 89.02%,
98.93% and 75.54% respectively, bringing the approximate occupancy
rate of the overall office portfolio to 89.06%. The drop of occupancy
rate in Harcourt House was mainly due to the closure of businesses in
Hong Kong or down-size of office area of several anchored tenants in the

building caused by the global financial tsunami.

Hong Kong Property Development

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

satisfactorily and the sales have been achieving pleasing results.
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Chairman’s Statement

BUSINESS REVIEW (cont'd)

Hong Kong Property Development (cont’d)

York Place is a high-end residential tower located in prime area of
Wanchai, having 94 units with flat size ranging from gross floor area of
approximate 576 square feet to 2,037 square feet. As at 31st December,
2009, 77 units were sold, representing 81.91% of total units. The
occupation permit has been obtained in March 2009 and the transacted

units had been handed over to the purchasers.

i-home is a joint venture project with the Urban Renewal Authority located
in Tai Kok Tsui. It provides a single residential tower block comprises
182 units with flat size ranging from gross floor area of approximate
462 square feet to 1,182 square feet. The occupation permit and the
certificate of compliance from the government have been obtained
in March 2009 and June 2009 respectively. Since its sales launch
commenced in end of March 2009, 142 units (representing 78.02% of

total units) were sold up to 31st December, 2009.

MOD 595 is another joint venture project with the Urban Renewal
Authority located in Mongkok. It provides a single residential tower
block comprises 85 units with flat size ranging from gross floor area of
approximate 483 square feet to 1,188 square feet. 98.820% of total units
(i.e. 1 unit remaining) were sold up to 31st December, 2009, all of which

had been handed over to the purchasers.

The Zenith (87.5% interest) is a two-phase redevelopment project at Tai
Yuen Street, Wanchai undertaken with the Urban Renewal Authority. All
residential units of phase | were sold up to 31st December, 2009. Phase
Il will be a residential/commercial complex development with a gross
floor area of approximately 159,700 square feet. Redevelopment work
with preservation of the core elements of Wanchai Market and foundation

work are in progress. Completion of phase Il is re-scheduled to end 2012

The Hermitage (25% interest), is one of the Group's joint venture
development projects in West Kowloon Reclamation Area. It is located
at Hoi Ting Road and junction of Hoi Wang Road and Hoi Ting Road.
Its superstructure work is in progress. The Hermitage will comprise six
residential tower blocks, which provides in aggregate 962 residential units
and retail properties with a total gross floor area of around 1,095,980
square feet. The whole project is expected to be completed in end 2010.
The launching of the Hermitage is currently re-scheduled to the second

quarter of 2010.
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CHINESE ESTATES HOLDINGS LIMITED E#ABX5E

Chairman’s Statement

BUSINESS REVIEW (cont'd)

Hong Kong Property Development (cont’d)

Another West Kowloon - joint venture development project is located at
the junction of Hoi Wang Road, Yan Cheung Road and Yau Cheung Road
(15% interest). Its substructure work is in progress. Six residential tower
blocks with residential and retail properties of total gross floor area of
approximately 650,600 square feet will be developed. Completion of the

whole project is scheduled for end 2011.

Sun Fair Mansions, 12 Shiu Fai Terrace, located in Mid-Levels East, is a
traditional prestigious location for luxury residential project in Hong Kong.
A luxury residential tower which provides a total residential gross floor
area of around 42,900 square feet will be redeveloped. Demolition work
has been completed, site formation work is in progress. The whole project

is expected to be completed in end 2012.

No. 55 Conduit Road (70% interest), a residential site in Mid-Levels with
site area about 36,000 square feet which can provide a total residential
gross floor area of around 87,800 square feet. This site will be developed
into a luxury residential project. The first phase of the site formation work
has been completed. Piling works and the associated substructure works

are in progress.

Macau Property Development

The Group is planned to develop the site at Avenida Wai Long, Taipa,
Macau (70.01% interest) into a high-end residential project with total
gross floor area of approximately 5,786,242 square feet (excluding
basement car park). It will comprise 26 residential tower blocks and will
be developed in phases. The revised master layout plan of the whole
development had been agreed by the government whereas detailed
proposal for execution of the phase | development are being formulated

for the approval of the government.

Mainland China Property Investment

Evergo Tower, located at Central Huaihai Road in Shanghai, is a 21-storey
office and shopping complex and has a gross floor area of around
263,708 square feet. The average occupancy rates of the office and retail

spaces for the Year were 86.03% and 67.43% respectively.

Hilton Beijing (50% interest), having 503 rooms, average occupancy rate
was 56.26% for the Year.
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Chairman’s Statement

BUSINESS REVIEW (cont'd)

Mainland China Property Investment (cont’d)

Oriental Place (50% interest), a 10-storey office building next to Hilton

Beijing, average occupancy rate was 96.76% for the Year.

The average occupancy rate of the 79 retail outlets with a total area of
approximately 29,000 square feet in Lowu Commercial Plaza, Shenzhen
was 94.35% for the Year.

Mainland China Property Development

Splendid City, a residential project located at Yingbin Road of Jinniu
District in Chengdu, has site area of approximately 795,625 square feet
and corresponding gross floor area of approximately 3.74 million square
feet. Phase | of Splendid City is under superstructure construction and
expected to be completed in end 2010. Since its first sales launch of
Phase | commenced in end of October 2009, 542 out of 648 units
launched (i.e. 83.64%) were presold up to 31st December, 2009,

representing 44.219% of total units of Phase I.

Metropolis Height is a residential project located at Dongda Street of
Jinjiang District in Chengdu, with site area of approximately 194,411
square feet and corresponding gross floor area of approximately 1.65
million square feet. Substructure construction is in progress, project
completion is scheduled for end 2012 and the launching of this project is
scheduled for end 2010.

Chinese Estates Plaza, a 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 3.2 million square
feet. Foundation and substructure construction works are in progress.

Completion of the project is re-scheduled to end 2013.

The commercial and residential project at Huaxinjie Street of Jiangbei
District in Chongging (25% interest), with a site area of around 2,207,546
square feet and a gross floor area of approximately 11.08 million square

feet, is at design stage.

In late 2009, the Group formed a joint venture (30% interest) with a third
party, contracted to acquire indirectly the property interest in a Grade A
office building in Shanghai. The said acquisition is expected to complete
in April 2010 and is expected to be financed by bank borrowing and

internal resources.

—ZEZAEFEH Annual Report 2009
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CHINESE ESTATES HOLDINGS LIMITED E#ABX5E

Chairman’s Statement

COMMUNITY RELATIONS

The Group defines corporate social responsibility as a way of conducting
business that creates social, environmental and economic benefits for the

community.

The Group continued to contribute significantly to support meaningful
activities in the community, encouraged its employees to extend their
help and support to the underprivileged and needy. It had participated in
the following major donation programmes and charitable activities during
the Year:—

. The Community Chest Green Day (organised by The Community
Chest)

. Taiwan Typhoon Relief — Typhoon Morakot (organised by World
Vision Hong Kong)

. Hong Kong Red Cross 8.12 Red Décor Day
. ORBIS Pin Campaign 2009

. Heep Hong Society Flag Day

During the Year, the Company had also joined the School-Company
Partnership 2009-2010 organised by Young Entrepreneurs Development
Council to provide a bridge to the young people in connecting the
business world to acquire an entrepreneurial mindset prior to entering the

workforce.

In addition, the Company had participated in the Earth Hour 2009 — an
annual global lights off event organised by World Wild Fund for Nature to
switch off all the exterior and billboard lighting of the Group's properties
for an hour on 28th March, 2009 nighttime to raise awareness about

environmental protection.

The Company has formed a voluntary service team since 2007 and
registered itself as corporate member of Hong Kong community
volunteers at “Agency for Volunteer Service” that spares no effort in

lending a helping hand to those in need.

The Company was awarded as “Caring Company” in 2009/10, being the
third consecutive year, by The Hong Kong Council of Social Service in
recognition of our good corporate citizenship. The Group will continue to
actively participate in various community programmes, charitable activities

and voluntary services.
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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.

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

Index series.

OTHER INFORMATION

Disposal of Subsidiaries and Assets

As announced on 2nd September, 2009, the Group has entered into
eight sets of conditional sale and purchase agreements, in relation to,
inter alia, disposal of properties in United Kingdom and certain financial
instruments to Wisdom Hero Limited (a company wholly-owned by Mr.
Joseph Lau, Luen-hung, the Chairman and Chief Executive Officer of the
Company (“Mr. Joseph Lau")) or Mr. Joseph Lau as the case may be at
an aggregate consideration of HK$1,893.6 million (the “Transactions”).
The Transactions constituted discloseable and connected transactions for
the Company under the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the "Stock Exchange”) which are
subject to the approval of the independent shareholders of the Company.
The Transactions were approved by the independent shareholders of the
Company at the special general meeting held on 12th October, 2009
and were completed in October and December 2009 respectively, except
one of the Transactions that held a financial instrument which had been
revoked prior to completion. Details of the Transactions were set out in

the circular of the Company dated 23rd September, 2009.
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Chairman’s Statement

PROSPECTS

The global economy has continued to recover since the last quarter of last
year. Although there will be different market signals from time to time,
causing short term market fluctuations, the general ascending trend will

remain this year.

The Group carries an optimistic view to its core businesses. Economic
growth of Mainland China is expected to continue taking the lead. While
the Central Government is likely to continue monitoring the property
market through her macro policies, such policies will serve to ensure
sustainable growth of the property market. In addition, the Central
Government's consistent policy of promoting investments and growth of
her western cities is also positive factor to our projects in Chengdu. We

expect the sales of such projects to continue performing satisfactorily.

The financial sector has rebounded strongly since the third quarter of last
year, with aggressive plans to taking up expansion space. We expect to
see occupancies to lift further for the Group's office portfolio this year.
Meanwhile, retailers have also continued seeking prominent locations for
new outlets to capture affluent customers and tourist shoppers. Our new
shopping centre, The ONE, has become a spotlight for retailers since pre-
leasing commenced, and will bring a fresh outlook to the shopping arena

in Tsim Sha Tsui when it opens.

Our Group has been monitoring the property markets of Hong Kong and
Mainland China closely, and will replenish its land bank and expand its

investment property portfolio at opportune times.

The Board will continue to review the share price of the Company and its
underlying net asset value regularly and consider repurchase its shares on
the Stock Exchange, as and when the share price represents a significant

discount to its net asset value.

APPRECIATION

I would like to take this opportunity to express my gratitude to the
shareholders for their continued support. | would also like to express
my sincere thanks to my fellow directors and all staff members for their

dedication and hard work.

Joseph Lau, Luen-hung

Chairman

Hong Kong, 30th March, 2010
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