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SUMMARY OF THE FINAL RESULTS FOR THE YEAR ENDED 30" JUNE 2008

Final Results Highlights

FY2007/08 FY2006/07 y-0-y
HK$ million HK$ million Change
Turnover 24,471 30,994 -21.0%
Operating profit* 10,728 11,562 -7.2%
Increase in fair value of investment properties 12,206 8,904 37.1%
Shgre of results of associates and jointly-controlled 7.950 6,000 32 5%
entities*
Increase in fair.v_alue of investmen.t. properties held by 6.449 4114 56.8%
associates and jointly controlled entities
Attributable profit 27,602 21,226 30.0%
Underlying net profit 12,186 11,495 6.0%
HK$ HK$
EPS - Basic 10.87 8.52 27.6%
DPS — Interim 0.80 0.70 14.3%
DPS - Final 1.70 1.60 6.3%

* before change in fair value of investment properties

Sun Hung Kai Properties (“SHKP”) reported a 30% growth y-0-y in net attributable profit to HK$27.602
billion for the year ended 30" June 2008 (FY06/07: HK$21.226 billion). Stripping out the revaluation
gain, underlying profit of SHKP for FY06/07 increased 6% y-o-y to HK$12.186 billion. Excluding the
HK$1.06 billion gain of disposal of long-term investments from the FY07/08 underlying net profit, core
net profit was about HK$11.1 billion, lower than HK$11.5 billion in FY06/07 but in line with expectation.

Turnover dropped 21% y-0-y to HK$24.471 billion in FY07/08.

EPS was HK$10.87, up 27.6% y-0-y, while the underlying EPS was HK$4.8, up 4% y-o-y. A final
dividend of HK$1.70 per share was proposed which is 6.3% higher than last year. Along with interim
DPS of HK$0.80, the payout ratio (underlying) for the FY07/08 was 52.1%, versus 49.9% for FY06/07.

SHKP acquired 420,000 sq. ft. of land bank during FY07/08 in Hong Kong. Total land bank in Hong
Kong amounted to 43.0 million sq. ft. comprising 25.6 million sq. ft. of completed investment
properties and 17.4 million sq. ft. of properties under development. SHKP also owned more than 24
million sq. ft. of agricultural land.

In China, SHKP acquired 12.39 million sqg. ft. of land bank during FY07/08. Total land bank in the
Mainland amounted to 56.0 million sq. ft. comprising 3.0 million sqg. ft. of completed investment
properties and 53.0 million sq. ft. of properties under development.
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As of 30" June 2008, net debt of SHKP stood at HK$33.507 billion (FY06/07: HK$25.968 billion) and
the developer’s net debt-to-shareholders’ equity ratio increased to 15.3% (30/06/07: 14.0%).

Business Highlights
Breakdown of turnover by activities

FY2007/08 FY2006/07 y-0-y

(HK$ million) % (HK$ million) % Change

Property sales 7,040 28.8% 14,242 46.0% -50.6%
Rental income 6,927 28.3% 6,078 19.6% 14.0%
Hotel operation 1,010 4.1% 799 2.6% 26.4%
Telecommunications 4,073 16.6% 4,039 13.0% 0.8%
Other business activities 5,421 22.2% 5,836 18.8% -7.1%
Total 24,471  100.0% 30,994 100.0% -21.0%

Property sales amounted to HK$7.04 billion in FY07/08, down 50.6% y-0-y. SHKP sold and pre-sold
HK$14.151 billion worth of properties during the year, versus HK$20.930 billion in FY06/07. Of this,
sales in Hong Kong contributed HK$13.074 billion, mainly from Harbour Place in Kowloon, The Arch
and Harbour Green in West Kowloon and Seven 8 on The Peak. It also included HK$542 million from
sales on the mainland, mainly from The Woodland in Zhongshan and Taihu International Community
in Wuxi, and HK$535 million from The Orchard Residences in Singapore. Profit contribution (including
share of profits from associates & jointly controlled entities) from the segment increased 9.2% y-0-y to
HK$7.70 billion. It completed 6 projects with an attributable GFA of about 2.5 million sq. ft.

Gross rental income of the Group, including its share from joint-venture investment properties,
increased 14.5% over FY06/07 to HK$8.262 billion. Net rental income was HK$5,992 million, an
increase of 14.2% over FY06/07. Occupancy of the rental portfolio was 94%, same as in FY06/07.
Overall rental income growth was driven by higher lease renewals in the office portfolio and stable
growth in the retail portfolio. It has got strong rental reversions at IFC and Four Seasons Place as well
as the new rental income from Elements.

Revenue from hotel operations increased 26.4% y-0-y to HK$1,010 million in FY07/08. Average
occupancy for Four Seasons, Royal Garden, Royal Plaza and Royal Park hotels is 92% and room
rates continued to rise.

Qutlook & Prospects

Impact of the family feud on SHKP has been fading News reported that investors had bet that
Madam Kwong Siu-hing’'s second-eldest son, Thomas Kwok would likely replace his mother as
chairman, yet this should be determined by the board later on. Anyhow, it is good to see that the
impact of the family feud on SHKP has been fading gradually.

New launches face more potential competition amid tougher economic situations SHKP is
planning to have property sales of about HK$20 billion in the next 6-9 months, including Peak One in
Shatin and Cullinan. It is targeting to sell Cullinan at an average selling price of between HK$18,000-
HK$20,000 per sqg. ft. However, the demand for such high-end residential properties should be lower
on poor market sentiment and the global economics slowdown. Additionally, SHKP has to compete
with rival projects being delivered by potential competitors like Hang Lung, Henderson and Sino Land.

Valuation Currently, the counter is trading at 30% discount to its FY2009 NAV, which is quite fairly
valued. Despite the strong property market in 2007 and 1Q2008, SHKP had just 6% y-0-y increase in
its underlying net profit, which was on the low side. Looking ahead, it is expected to have continued
growth in rental income from new investment properties, such as ICC and Shanghai IFC. Meanwhile,
downside earning risks may also be seen as it should be more difficult for SHKP to achieve
meaningful earning growth with its aggressive sale target of HK$20 billion in the near term amid a
global economic slowdown.

Recommendation: Hold
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