Chairman’s Statement

ETE®RES

I'would like to present the results of the Company and its subsidiaries
(the "Group") for the year ended 31st December, 2010 (the "Year") to
the shareholders of the Company.

RESULTS

Loss attributable to owners of the Company for the Year was HK$8,858.2
million as compared to profit of HK$10,023.4 million (restated) for last
year. The loss for the Year was mainly due to the fair value loss on
investment properties. Loss per share was HK$4.60 (year ended 31st
December, 2009: earnings per share of HK$5.02 (restated)).

If the net loss on the major non-cash items of HK$10,748.9 million (year
ended 31st December, 2009: gain of HK$8,606.1 million (restated)) are
excluded, the Group will have a core profit attributable to owners of the
Company for the Year of HK$1,890.7 million (year ended 31st December,
2009: HK$1,417.3 million) and a core earnings per share of HK98.2 cents
(year ended 31st December, 2009: HK71.0 cents), an increase of 33.4%
and 38.3% over 2009 respectively.

DIVIDENDS AND SHARE REPURCHASE

In September 2010, the Company had paid a special dividend of HK40
cents per share or approximately HK$763.0 million to shareholders, which
represents 40.7% of the core profit for the Year of HK98.2 cents per
share or approximately HK$1,890.7 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") (2009: HK1 cent).

During the Year, the Company has allocated an aggregate cash amount of
approximately HK$1,317.1 million (2009: HK$2,740.5 million) (or HK68.8
cents per share (2009: HK138.8 cents)) which would be paid to
shareholders. Out of such sum, (i) an amount of approximately HK$763.0
million (2009: HK$1,228.5 million) (or HK40 cents per share (2009:
HK63 cents)) had been applied for the payment of special dividend; (ii)
an amount of approximately HK$19.1 million (2009: HK$19.5 million)
(or HK1 cent per share (2009: HK1 cent)) would be applied for the
payment of Final Dividend; (iii) an amount of approximately HK$535.0
million (2009: HK$1,453.3 million) (or HK27.8 cents per share (2009:
HK72.8 cents)) had been utilized for the repurchase of the Company’s
shares; and (iv) no interim dividend had been declared during the Year
(2009: HK$39.2 million or HK2 cents per share). With such a total cash
sum of HK68.8 cents per share (2009: HK138.8 cents) and a core profit
of HK98.2 cents per share (2009: HK71.0 cents), a ratio of 70% (2009:
1959%) is recorded, which is summarized as follows:—

RABUEARRBZBERERARFREMBR
A(AEEDBE—T-—FTFt_A=1+—HLE
FEXRFE]) 2¥4&E -

IEH+

E

REFARARIIEE AR FELEE728,858,200,000
BT ¢ MABLL &% )4 10,023,400,0007%8 7T
() - RFEENEEXERGREMENLT
BEEBERE - FREBA460ETEHE_ZTZAN
FT+_A=T—HIFE : BREFNF5.02%ET
(&3))) »

bR = EIER S IE A E1EF$E10,748,900,000
BLTEEZZTNF+T_A=T—HLEFE : ik
#8,606,100,000 7T (F5))) - AEERAFE
BEAARBEEANELZOERNE A
1,890,700,000& T (BE—_ZEZNF+ A=+
—HIEFE ¢ 1,417,300,000/87T) + M&ERAZ
BFER82BINEHEZETNF T _A="1T—
HIEFE - 71.080) - SRS A FHEN
33.490}238.30% °

1% 8 K f1p O] iF

RZZ—ZFNA - ARAIEIRMNERA0EN
#9763,000,000/8 7T 2 5 RIR B TIRER - HEER
ANEEEF FAL98. 27147 1,890,700,000
BIL240.7% At - AAREFE ([EFE))
RERNFELRAZEEZRERPIE - A
RAREBBERNREZZE  EFFERREAR
EJEZ%%@& MR S ZR B ([REKRE]D)
(ZZEZTREF 181 o

REAFERN ARREHSEBRESBEEN
1,317,100,000/% 7T (ZZFZ )14 © 2,740,500,000
Br) (KERe8. 8B (ZEZTNSF - 138.88
D) WHKEIRETIRE - ZABERBIEOEH
4763,000,000B L (=2 N &F :
1,228,500,000/% 7t) (k& A&4075 Il (:%;ﬁjm
F 0 63810)) BIREERFRIRE ¢ ()6 K4
19,100,000/ 7T (ZZFZ N4 : 19,500 ooo/%m
(FHEBRIBIL(ZZZRE - 1BI)) RIS AE
IR AR EARR B ¢ (iii) A 2£49535,000,0008 7T (—
TEAE : 1,453,300,000/87T) (88 8%27.87811
(77 ZNEF - 72.880W)) EAEREARRR

P RVRAFERNIEEERPHPRE (ZF
Eﬁ# © 39,200,000/ TS AR 2EA) © RIEFZ
ReBEERkes.8BII(ZZTNF : 138.8/1l)
LARAZ O R FFARI8 2B (ZFENF - 71.0%5
W) - $ESLE R B70% (ZFEZNEF £ 195%) I
BEaan T : -

= —

=

E—&T

BEXEYE EHd



=

Chairman'’s Statement

TEREE

CHINESE ESTATES HOLDINGS LIMITED Annual Report 2010

DIVIDENDS AND SHARE REPURCHASE (contd)

B B K& 17 [B] B o)

For the year ended
31st December,

BE+-A=+—HBLEE

2010 2009

Core profit (HK$m) e (B 8ETT) 1,890.7 1,417.3
Share repurchase (HK$m) RO (BEEET) 535.0 1,453.3
Interim Dividend (HK$m) FEIR B (B EETT) - 39.2
Special Dividend (HK$m) RIS (B&E%ET) 763.0 1,228.5
Final Dividend (HK$m) KA B (BEB%EIT) 19.1 19.5
On a share basis e RET
Core profit (HK cents) 20 ) GEAL) 98.2 71.0
Share repurchase (HK cents) & {7 [ 88 (AL 27.8 72.8
Interim Dividend (HK cents) HEAAR B (B - 2.0
Special Dividend (HK cents) RIS (B (L) 40.0 63.0
Final Dividend (HK cent) REARR 8 GBI 1.0 1.0
Interim, Special and Final Dividends (HK cents) RHER R RI R R B AR R GBI 41.0 66.0
As a percentage of core profit HERZOENZ B 42% 93%
Share repurchase, Interim, Special and Final MR - FE - KR R E

Dividends (HK cents) P2 (AL 68.8 138.8
As a percentage of core profit HERZOENZ B DL 70% 195%
Approval of Dividend by Shareholders and Expected Timeframe RER#ETRER AR 2R
Subject to shareholders’ approval at the forthcoming annual general #FBRERARFZEERFBEFAS LR
meeting of the Company to be held on 26th May, 2011, the dividend Z——%H A+ B8R BREEH

warrants will be posted on or about 8th June, 2011 to shareholders whose
names appear on the register of members of the Company on 26th May,
2011.

CLOSURE OF REGISTER OF MEMBERS

The register of members will be closed from 23rd May, 2011 to 26th May,
2011, 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 20th May, 2011.
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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 88.11% during the Year excluding the renovation area of
Windsor House and Silvercord. The occupancy rate achieved 90.12% 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.

The Group's overall gross rental growth was 11.17% with rental income
of HK$1,126.3 million for the Year as compared with last year. The rental
income from Hong Kong retail portion showed an upward momentum
with 18.96% growth while the non-retail portion maintained stable
performance. The increase in gross rental income is mainly attributable to
the completion of Windsor House's renovation works in May 2010 and
the opening of The ONE in October 2010. Retail rents were generally
raised due to the increase in tenants’ business turnover benefited from
the continuous growth of Mainland China tourists’ spending and the

improved local consumption.

During the Year, the Group has disposed the retail shops of Excelsior Plaza
(include Laforet), Southorn Centre (also known as Wanchai Computer

Centre) and York Place.

The average occupancy rate of the shops of Causeway Place was

approximately 95.38% during the Year.

The renovation works of Windsor House were completed in May 2010.
The enhancement includes 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. The overall rental
income of Windsor House was raised 7.43% for the Year as compared
with last year due to the revamped Windsor House provides shoppers a
cozy shopping environment with a diversified trade mix. As at 31st
December, 2010, its occupancy rate was approximately 91.66% excluding

renovation area.
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BUSINESS REVIEW (contd)

Hong Kong Property Investment (Cont'd)

As for Silvercord, the overall rental income was raised 10.04% for the
Year as compared with last year and its average occupancy rate was
approximately 93.94% during the Year excluding renovation area. The
rental income, occupancy rate, tenant mix and traffic flow of Silvercord
have been enhanced after its renovation and repackaging in 2007. In order
to further refine the configuration of the retail shops and restaurants at
basement to third floor, improvement works have been carried out from
August 2010 to February 2011.

The ONE has been grand opened on 29th October, 2010 subsequent to
the completion of redevelopment of the former Tung Ying Building in July
2010. It is a 29-storey integrated shopping, entertainment and food and
beverage complex with more than 400,000 square feet of retail spaces.
At present, The ONE is the tallest retail complex of its kind in Hong Kong
and is one of the landmark shopping arcades in Tsim Sha Tsui. Around
95.17% of shops were leased out as of 31st December, 2010 with some

of them are well-known brand names.

The occupancy rate for the Group's office properties maintained at a
satisfactory level. During the Year, the average occupancy rates of Windsor
House, MassMutual Tower and Harcourt House were approximately
85.86%, 97.35% and 83.64% respectively, bringing the approximate

occupancy rate of the overall office portfolio to 89.21%.
Hong Kong Property Development

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

satisfactorily and the sales have been achieving pleasing results.

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 approximately
576 square feet to 2,037 square feet. As at 31st December, 2010, 90

units were sold, representing 95.74% of total units.

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 approximately 462
square feet to 1,182 square feet. As at 31st December, 2010, 181 units

were sold, representing 99.45% of total units.

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 approximately 483
188 square feet. 98.829% of total units (i.e. 1

remaining) were sold up to 31st December, 2010.

square feet to 1, unit
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BUSINESS REVIEW (contd)

Hong Kong Property Development (Cont'd)

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 41,020 square feet will be redeveloped. Site formation
work is in progress. Completion of the project is re-scheduled to mid
2013 and its launching is scheduled for the first quarter of 2012.

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. Phase Il will be a residential/
commercial complex development with total gross floor area of
approximately 159,700 square feet, provides in aggregate 237 residential
units and retail properties. Redevelopment work with preservation of the
core elements of Wanchai Market and superstructure work are in progress.
Completion of Phase Il is scheduled for end 2012 and it is expected to be
launched in 2011

No. 55 Conduit Road (70% interest), a residential site in Mid-Levels with
site area of about 36,000 square feet which provides 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. The project is expected to be launched in the third quarter
of 2012

The Hermitage (25% interest), is one of the Group's joint venture
development projects in West Kowloon Reclamation Area. lts interior fitting
work is in progress. The Hermitage will comprise 6 residential tower blocks,
which provides in aggregate 964 residential units and retail properties
with a total gross floor area of around 1,095,980 square feet. Completion
of the whole project is re-scheduled to early 2011. Since its launch
commenced in June 2010, 915 units were presold up to 31st December,

2010, representing 94.92% of total units.

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 superstructure work is in progress. 6 residential tower
blocks, which provide in aggregate 740 residential units and retail properties
with a total gross floor area of around 650,600 square feet, will be
developed. Completion of the whole project is re-scheduled to mid 2012

Its launching is scheduled for the first half of 2011.
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BUSINESS REVIEW (contd)

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 a total
residential gross floor area of approximately 5,786,296 square feet
(excluding car park area and outdoor facilities area). It will comprise 26
residential tower blocks and will be developed in phases. Phase |
development is being implemented and its site formation work commenced
in May 2010. The launching of Phase | development is scheduled for the

second quarter of 2011.
Mainland China Property Investment

The average occupancy rate of the 79 retail outlets with a total area of
around 29,000 square feet in Lowu Commercial Plaza, Shenzhen was

approximately 98.14% for the Year.

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 approximately 83% and 64.35% respectively.

Platinum (50% interest), a 20-storey Grade A office building located at
Taicang Road of Luwan District in Shanghai, has a gross floor area of about
466,464 square feet. The occupancy rate as of 31st December, 2010
was approximately 97.87%. The Group's interest in Platinum had increased
from 300% to 50% in June 2010.

Hilton Beijing (50% interest), having 503 rooms, average occupancy rate

was approximately 72.43% for the Year.

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

Beijing, average occupancy rate was approximately 96.61% for the Year.
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BUSINESS REVIEW (contd)

Mainland China Property Development

Splendid City, a residential and commercial project located at Yingbin Road
of Jinniu District in Chengdu, has a site area of approximately 795,625
square feet and a corresponding gross floor area of approximately 3.74
million square feet. It will comprise 19 residential tower blocks with a
commercial building and will be developed in two phases. Phase | of
Splendid City will provide in aggregate 1,226 residential units with flat
size ranging from gross floor area of approximately 854 square feet to
1,812 square feet and a commercial building with gross floor area of
approximately 272,740 square feet. Phase | has been completed in
November 2010 and the residential units have been handed over to
individual purchasers. As at 31st December, 2010, 1,191 units of Phase |
were sold, representing 97.15%. Phase Il of Splendid City will provide in
aggregate 1,625 residential units with flat size ranging from gross floor
area of approximately 854 square feet to 1,812 square feet. It is under

superstructure construction and expected to be completed in mid 2012.

The Metropolis 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. It will comprise 6 residential tower blocks and will be developed in
phases. Phase | of The Metropolis will provide 572 units with flat size
ranging from gross floor area of approximately 704 square feet to 2,692
square feet. It is under superstructure construction and expected to be
completed in end 2012. Since its first sales launch of Phase | commenced
in December 2010, 91 units (i.e.

31st December, 2010.

15.91%) were presold up to

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.
It will comprise a Grade A office building, a five stars hotel, a shopping
centre and 4 residential tower blocks. Substructure construction works
are in progress. Completion of the commercial and residential portions

are scheduled for end 2013 and end 2014 respectively.

The commercial and residential project at Huaxinjie Street of Jiangbei
District in Chongging (25% interest), has a site area of around 2,207,546
square feet and a gross floor area of approximately 11.08 million square
feet. The land was handed over on 15th July, 2010 and the project is at
design stage. It will be developed in four phases and Phase | is expected

to be completed in the fourth quarter of 2014.
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BUSINESS REVIEW (contd)

Overseas Property Investment

Subsequent to the year end, the Group has acquired a Grade A freehold
office building, namely River Court, located at 116-129 Fleet Street,
Midtown, London, United Kingdom. River Court provides a total net internal
area of approximately 431,324 square feet, together with certain car parking
spaces. The office area is let to an international investment bank as part
of its European headquarters and the retail unit at the ground floor and
lower ground floor is let to a chemists retail company. Details of the

acquisition have been included in “Events After the Reporting Period” below.

COMMUNITY RELATIONS

In order to enhance community relations, we had mobilized employees
in our workplace to participating in the following community programmes,
charitable activities and voluntary services, for helping the communities in

need, suffering people and children with special needs during the Year:—

. HSBC SHARE-TO-CARE Volunteer Campaign and Territory-wide Flag Day of
Agency for Volunteer Service

. Charity sale of raffle tickets and Flag Day of Heep Hong Society
Qinghai Earthquake Relief and 8.12 Red Décor Day of Hong Kong
Red Cross
Pin Campaign “Sight for All 2010" of ORBIS Hong Kong

. Oxfam Rice Sale of Oxfam Hong Kong
Flag Day of Society for Community Organization

. Love Teeth Day of The Community Chest
“Skip-A-Meal” Campaign and Used Book Recycling Campaign of World Vision
Hong Kong
Earth Hour of World Wild Fund

The Company honoured by receiving the “Caring Company” logo in the
fourth consecutive year, from The Hong Kong Council of Social Service, in
recognition of our good corporate citizenship. The Group will continue to

actively participate and support a variety of meaningful community activities.

In February 2011, the Group donated a sum of HK$34 million to the
Community Care Fund which is established to provide assistance to the
underprivileged in the community. A further sum of HK$33 million will be

made in 2012 and 2013 respectively.
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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 maintains a Company’s website (www.chineseestates.com)
to make the Company's information available on the internet, including
the dissemination of statutory announcements and circulars etc,, to facilitate
its communication with shareholders and to provide important information
to the investing public on corporate governance structure, policies and
systems, profiles of the Directors and senior executives as well as terms
of reference of Board committees.

The up-to-date information of the Group is available for public access on
the Company’s website. The Company encourages its shareholders to
take advantage of the Company’s website and welcomes suggestions from
investors and shareholders, and invites them to share their views and
suggestions by contacting the Investor Relations Department at
investor.relations @chineseestates.com.

OTHER INFORMATION

Disposal of Subsidiaries and Assets

As announced on 18th May, 2010, the Group has on 17th May, 2010
entered into six sets conditional sale and purchase agreements (the
"Agreements”), in relation to, inter alia, disposal of two shops of York Place
and the Company’s wholly-owned subsidiaries that hold retail shops of
Excelsior Plaza (include Laforet) and Southorn Centre (also known as
Wanchai Computer Centre) (the “Properties”) to the companies wholly-
owned by Mr. Joseph Lau, Luen-hung, the Chairman and Chief Executive
Officer of the Company; and the subsequent provision of three-year after-
sale free leasing agency and management services in relation to the
Properties, at an aggregate consideration of approximately HK$2,598.1
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
“Listing Rules”) which are subject to the approval of the independent
shareholders of the Company. The Transactions were subsequently
approved by the independent shareholders of the Company at the special
general meeting held on 7th July, 2010 and were completed in July and
August 2010 respectively. The Transactions also constituted continuing
connected transactions of the Company under the Listing Rules as it was
provided in the Agreements that upon completion of the Transactions,
property management agreements would be entered into between Perfect
World Company Limited, the Company’s wholly-owned subsidiary, with
the then owners of the Properties (except York Place) regarding the
provision of property management services to the Properties (except York
Place). Details of the Transactions were set out in the circular of the
Company dated 18th June, 2010.
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OTHER INFORMATION (contd)

Acquisition of Platinum

On 18th December, 2009, the Group entered into a sale and purchase
agreement (the “SP Agreement") to acquire 3 non-voting shares in a joint
venture (the V") (representing 30% of the issued share capital of the
JV) at a consideration of HK$23.40 from an independent third party,
contracted to acquire indirectly the property interest in a Grade A office
building in Shanghai, namely Platinum. The acquisition of Platinum has

been completed on 1st April, 2010.

As announced on 30th June, 2010, the Group has on 29th June, 2010
exercised the call option under the SP Agreement to further acquire 2
non-voting shares (“Call Option Shares"), representing 20% of the issued
share capital of the JV at a consideration of HK$15.60 and therefore, as a
result, the Group's interest in the JV and in turn Platinum has been increased
from 30% to 50%. The aggregate pro-rata shareholder's loan and corporate
guarantee provided by the Group to the JV as at 30th June, 2010 was
approximately HK$935 million.

The Group has also on 29th June, 2010 further exercised its conversion
right to require the JV to redeem its 5 non-voting shares held and convert
into 5 ordinary shares, subject to the passing of an ordinary resolution by
the shareholders of the holding company of the JV partner (the
“Conversion”). The Conversion has been approved on 20th August, 2010,
and thus all the 5 non-voting shares held by the Group have been
redeemed by the JV and converted into 5 ordinary shares on the even

date.

Pursuant to the SP Agreement, the JV partner is entitled to exercise the
put option granted under the SP Agreement to require the Group to
purchase their 50% interest in the JV, i.e. 5 ordinary shares ("Put Option
Shares"), during the period from 29th June, 2010, being the date of
completion of the sale and purchase of Call Option Shares, to the expiry
of 180 days thereafter. In the event that the JV partner exercised the said
put option and upon the completion of the sale and purchase of the Put
Option Shares, the JV will become a wholly-owned subsidiary of the
Company and the Group will have 100% indirect interest in Platinum.
Prior to the year end, the JV partner had confirmed that they have no
intention to exercise the put option, and therefore the Group's interest in

the JV and in turn Platinum remains unchanged at 50%.
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EVENTS AFTER THE REPORTING PERIOD

Acquisition of River Court

As announced on 14th January, 2011, the Group has on 14th January,
2011 entered into a sale and purchase agreement with independent third
parties to acquire the entire issued share capital in River Court Holdings
Limited which indirectly held a Grade A freehold office building, namely
River Court, situate at 116-129 Fleet Street, Midtown, London, United
Kingdom, at a consideration consisted of payment in cash of
GBP37,791,104, subject to adjustment, and the assumption of
shareholders’ loan of approximately GBP43,289,000 (equivalent to
approximately HK$465,260,000 and HK$532,946,000 respectively as at
the date of the announcement). The acquisition constituted a discloseable
transaction of the Company under the Listing Rules. Completion of the

acquisition took place on 14th January, 2011.
Subscription and Purchase of Bonds

As announced on 20th January, 2011, the Group has entered into a
subscription agreement (the "Subscription™) with a third party on
19th January, 2011, in relation to the subscription and purchase of the
8.5% senior secured guaranteed bonds due 2014 in the aggregate principal
amount of RMB2 billion, to be settled in USD (which is equivalent to
approximately US$303 million). The Subscription was completed on 15th
March, 2011.

Disposal of Tuen Mun Centre

On 7th February, 2011, the Group has disposed the commercial property
at Tuen Mun Centre, New Territories to an independent third party at a

consideration of HK$80 million.

PROSPECTS

The global economic conditions have shown sound improvements in the
second half of 2010, resulting from the launching of second round of
quantitative easing by the United States of America, as well as the continued
economic growth in the Mainland China which has taken the place of
Japan and has become the world's second largest economy. The global

economy is likely to maintain stable growth this year.

Benefited from both the continuous growth in Mainland China tourists’
spending and improved local consumption, there are significant positive
signs for the Group's retail rental income. The Group will constantly review

the tenant mix of its retail properties in order to enhance rental income.

Since 2010, the Central Government has implemented policies to regulate
the residential property market. The Group believes that, in the medium-
to-long run, as the economy of Mainland China continues growing, its

residential property market will remain optimistic.
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PROSPECTS (Cont'd)

The demand for housing in Hong Kong will continue to be robust. The
Group believes that the property market is likely to maintain healthy and
stable growth in the next 12 months and is confident that the sales of our

development projects will continue to perform well.

The Group will focus on its upcoming launch of its high-end residential
project (Phase I) located at Avenida Wai Long, Taipa, Macau this year.
Together with the sale of our Chengdu development projects, we are
confident that the revenue in sale of properties will provide satisfactory

contributions to the Group in the coming years.

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

expand its investment property portfolio at opportune times.

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, 23rd March, 2011
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