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INTERIM RESULTS FOR THE SIX MONTHS ENDED 30 JUNE 2007

The Board of Directors (The “Board”) of Kerry Prapes Limited (the “Company”) is pleased
to report the unaudited interim results of the Camp its subsidiaries and associated companies
(the “Group”) for the six months ended 30 June 200Vhe Audit Committee of the Board,
comprising three Non-executive Directors (two ofowhare independent), has met to review the
results and the financial statements of the Graupghe six months ended 30 June 2007 prior to
recommending them to the Board for approval.

The Group’s consolidated net profit attributablest@reholders for the six months ended 30 June
2007 was HK$2,470 million, representing an increafs24% compared with HK$1,996 million
reported for 2006. In accordance with Hong Kongc&mting Standard 40 “Investment
Property”, the Group measured its investment ptygpportfolio on a fair value basis and
recorded an increase in fair values of investmeawipgrties (net of deferred taxation) of
HK$1,098 million for the six months ended 30 Ju®?2 (2006: HK$128 million). Before
taking into account the effects of the aforemer@timcrease in fair values, the Group recorded
a decrease of 27% in profit attributable to shaldgrs to HK$1,372 million for the six months
ended 30 June 2007 (2006: HK$1,868 million whictiudes HK$1,160 million profit arising
from the Group’s disposal of its 10.16% minorityterest in Citibank Plaza by way of
participation in the global offering of the ChampiBeal Estate Investment Trust).

Earnings per share for the six months ended 30 200¢ were HK$1.94, representing an
increase of 18% compared with HK$1.64 per shar(A6. The basis of calculating the
earnings per share is detailed in note 5 below.

The effect on the Group’s profit attributable t@s#holders due to the net increase in fair values
of the Group’s investment properties and relatedcettects is as follows:

Six months ended 30 Jun

2007 2006
HK$ million HK$ million Change
Profit attributable to shareholders before taking
into account the net increase in fair values of
investment properties and related tax effects 1,372 1,868 -27%
Add:
Net increase in fair values of investment
properties and related tax effects 1,098 128
Profit attributable to shareholders after taking
into account the net increase in fair values of
investment properties and related tax effects 2,470 1,996 24%




The Directors have declared an interim dividendH&f0.3 per share for the six months ended
30 June 2007 (2006: HK$0.2), which is payable ondWésday, 14 November 2007 to

shareholders whose names appear on the Registdfermbers of the Company on Friday, 5

October 2007, with a scrip alternative to offer tight to shareholders to elect to receive such
interim dividend wholly or partly by allotment ofew shares credited as fully paid in lieu of

cash (the “2007 Interim Scrip Dividend Scheme”).

The 2007 Interim Scrip Dividend Scheme is condgiompon (a) the issue price of a new share
to be issued pursuant thereto being not less trmaminal value of a share of the Company;
and (b) the granting by the Listing Committee okeT®tock Exchange of Hong Kong Limited
(the “Stock Exchange”) of the listing of and persm® to deal in the new shares to be issued
pursuant thereto. In the unlikely event that anthefaforementioned conditions are not satisfied,
shareholders will receive the interim dividend floe six months ended 30 June 2007 wholly in
cash. The issue price of the new shares to bedssnder the 2007 Interim Scrip Dividend
Scheme will be fixed with reference to the averelgsing price of the shares of the Company
quoted on the Stock Exchange for five consecutreeling days to be determined by the
Directors. A circular containing details of the Z0@terim Scrip Dividend Scheme together with
the relevant election form, where applicable, Wwélsent to each shareholder of the Company on
or about Thursday, 18 October 2007.

At the Company’s Annual General Meeting held on &MN007, shareholders approved the final
dividend of HK$0.65 per share for the year ended8tember 2006 which amounted to a total
of approximately HK$842.3 million. Shareholders &given a scrip alternative to receive such
final dividend wholly or partly by allotment of neshares credited as fully paid in lieu of cash.
As a result, a total of 14,337,593 shares wereetbsun 8 June 2007 at a price of HK$43.53 per
share, which was equivalent to a total value ofr@xmately HK$624.1 million pursuant to the
aforesaid scrip dividend scheme and a total amofihtK$218.2 million was paid in cash on 8
June 2007.



CONSOLIDATED INCOME STATEMENT

Note

Turnove 2
Cost of sale:
Direct operating expens
Gross profi
Other incom
Administrative expens
Increase in fair value of investment propel
Dividend income from an available-for-sale investit
Impairment loss on available-for-sale investm
Profit arising from the disposal of property intd

held by an available-for-sale investrr
Operating profit before finance co:
Finance cost

- Before fair value gain on derivative finandiatrument

- Fair value gain on derivative financial instremte
Operating prof 2,3

Share of results of associated compe

Profit before taxatio

Taxation 4
Profit for the perio

Profit attributable to
Company's sharehold
Minority interest

Interim dividenc

Interim dividend per share

Earnings per shau 5

- Basic

- Dilutec

Unaudited

Six months ended 30 June
2007 200¢
HK$'000 HK$'00C
5,815,97 3,769,02!
(749,797 (302,326
(3,243,789 (2,474,265
1,822,39: 992,43«
135,82! 52,91«
(372,268 (265,977
1,585,95! 779,37
1,331,19. 153,12:
- 1,357,88:
- (197,941
- 1,159,94.
2,917,14. 2,092,43!
(155,161 (136,490
159,67 102,11:
4.51( (34,379
2,921,65. 2,058,05
174,23( 184,20!
3,095,88. 2,242,26.
(537,792 (163,066
2,558,08! 2,079,191
2,470,34. 1,995,911
87,74¢ 83,28
2,558,08! 2,079,191
396,88: 244 ,96¢
HK$0.30 HK$0.20
HK$1.94 HK$1.64
HK$1.84 HK$1.58




CONSOLIDATED BALANCE SHEET

ASSETS AND LIABILITIES

Non-current assets
Property, plant and equipment
Investment properties
Leasehold land and land use rights
Properties under development
Associated companies
Derivative financial instruments
Available-for-sale investments
Long-term receivables
Goodwill

Current assets
Stock of completed properties held for sale
Accounts receivable, prepayments and deposits
Tax recoverable
Tax reserve certificates
Listed securities at fair value through profit os$
Pledged bank deposits
Cash and bank balances

Current liabilities
Accounts payable, deposits received and accruageba
Taxation
Short-term bank loans and current portion of loegrt bank loans
Secured bank overdrafts
Unsecured bank overdrafts

Net current assets
Total assets less current liabilities

Non-current liabilities
Long-term bank loans
Convertible bonds
Fixed rate bonds
Amounts due to minority shareholders
Derivative financial instruments
Deferred taxation

ASSETS LESS LIABILITIES

EQUITY
Capital and reserves attributable to the Compashdseholders
Share capital
Share premium
Other reserves
Retained profits
Proposed dividend

Minority interests
TOTAL EQUITY

FINANCIAL HIGHLIGHTS

Equity attributable to the Company's shareholddrsH million)
Net borrowings (including bonds) (HK$ million)
Net asset value (attributable to the Company'sesiedders) per share

Gearing (Net borrowings / Equity attributable te thompany's shareholders)
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Note

Unaudited Audited
As at As at
30 June 31 December
2007 2006
HK$'000 HK$'000
2,639,282 2,441,200
24,417,534 21,642,166
355,236 338,409
12,151,084 12,400,243
6,250,097 5,992,070
58,093 2,687
1,525,089 1,388,508]
50,519 63,588
287,066 266,645
47,734,000 44,535,516
929,991 1,188,101
5,376,331 3,598,205
95,796 125,707
21,790 21,790
220,317 198,318
24,552 47,263
3,682,272 2,691,358]
10,351,049 7,870,742
3,116,935 2,557,769
457,256 302,397
656,109 803,428
1,039 -
14,687 6,690
4,246,026 3,670,284
6,105,023 4,200,458
53,839,023 48,735,974
5,644,889 6,351,145
2,952,165 2,536,256
3,261,708 3,243,330
2,425,198 2,336,341
2,599 107,005
3,023,592 2,704,817
17,310,151 17,278,894
36,528,872 31,457,080
1,322,939 1,238,289
6,788,124 4,315,270
10,212,637 9,548,836
15,452,881 13,417,641
396,882 804,888
34,173,463 29,324,924
2,355,409 2,132,156
36,528,872 31,457,080
30 June 31 December
2007 2006
34,173 29,325
8,824 10,202
HK$25.83 HK$23.68
25.8% 34.8%



NOTES TO THE ACCOUNTS
1. Basis of preparation and accounting policies

These unaudited condensed consolidated interimuats@re prepared in accordance with
Hong Kong Accounting Standard (“HKAS”) 34 “Interifinancial Reporting” issued by the
Hong Kong Institute of Certified Public AccountanfdHKICPA”) and the disclosure
requirements of Appendix 16 to the Rules GovernivgListing of Securities on The Stock
Exchange of Hong Kong Limited (the “ Listing Rulgs”

These condensed consolidated interim accounts dl@utead in conjunction with the 2006
annual financial statements. The accounting pedicused in the preparation of these
condensed interim accounts are consistent withethissd in the annual accounts for the year
ended 31 December 2006.

In 2007, the Group has adopted the following newigexl accounting standards and
interpretations of Hong Kong Financial Reportingartards (*HKFRS”) issued by the
HKICPA:

- Amendment to HKAS 1 “Presentation of Financial &tagnts - Capital Disclosures”
- HKFRS 7 “Financial Instruments: Disclosures”

-  HK(IFRIC) - Int 8 “Scope of HKFRS 2”

- HK(IFRIC) - Int 9 “Reassessment of Embedded Denvest’

- HK(IFRIC) - Int 10 “Interim Financial Reporting arichpairment”

The adoption of these accounting standards andpmetations has no significant impact on
the Group’s interim results and financial position.



2. Principal activities and segmental analysis of opations

An analysis of the Group’s turnover and contribatto operating profit for the six months

ended 30 June 2007 by principal activities and etarls as follows:

Principal activities:
Property rent:
- People's Republic of China ("PRC")
- Hong Kong

Property sales
- PRC
- Hong Kong
Hotel operations
Logistics and warehouse operations
- warehouse
- logistics

Infrastructure

Project, property management and ot

Increase in fair value of investment properties

Principal market:
PRC
Hong Kong
United Kingdon
Others

A Including fair value gain on derivative financiabtruments of HK$159,671,000 (2006: HK$102,111)000

Turnover Operating profit
Six months ended 30 June Six months ended 30 June
2007 2006 2007 2006
HK$'000 HK$'000 HK$'000 HK$'000
298,565 283,482 200,236 205,229
210,535 190,157 36,316 30,265
509,10( 473,63¢ 236,55: 235,49
121,34: 32,37¢ 31,15¢ (99)
1,567,178 426,129 844,769 1,259,694
1,688,51! 458,50¢ 875,92 1,259,59!
185,383 168,551 83,217 67,251
212,674 212,790 128,372 113,739
3,188,16. 2,435,55! 114,44: 106,93!
3,400,835 2,648,346 242,813 220,674
- - (562) (7,119)
32,14 19,98 152,517 ~ 129,04( ~
5,815,979 3,769,025 1,590,460 1,904,935
- - 1,331,191 153,122
5,815,979 3,769,025 2,921,651 2,058,057
2,195,004 1,779,886 397,792 316,706
2,614,693 1,357,314 2,528,768 1,706,269
452,54¢ 350,26 7,02¢ 14,25¢
553,733 281,563 (11,938) 20,823
5,815,979 3,769,025 2,921,651 2,058,057




2. Principal activities and segmental analysis of opations (Continued)

An analysis of the Group’s revenue and resultgHersix months ended 30 June 2007 by business
segments is as follows:

Six months ended 30 June 2007

HK$'000
Logistics
PRC Hong Kong Oversea and
Property Property Property Warehouse Infrastructure Others Eliminations Consolidated
REVENUE
Turnover 605,289 1,777,713 - 3,400,835 - 32,142 - 5,815,979
Inter-segment revenue 296 - - - - 20705 (20,353) -
Inter-segment interest income - - - - - 2350 (252,250) -
605,585 1,777,713 - 3,400,835 - 304,449 (272,603) 5,815,979
RESULTS
Segment results before increase in fair
value of investment properties 333,323 969,093 (8,437) 258,270 (491) 222,341 (252,250) 1,521,849
Increase in fair value of investment properties - 1,331,191 - - - - - 1,331,191
Segment results 333,323 2,300,284 (8,437) 258,270 (491) 222,341 (252,250) 2,853,040
Dividend income - 13,428 7,340 - - - - 20,768
Interest income 5,082 10,580 - 11,125 2,017 14,529 - 43,333
Interest expenses (23,798) (112,016) - (26,582) (2,088) (83,256) 252,250 4,510
Operating profit/(loss) 314,607 2,212,276 (1,097) 242,813 (562) 153,614 - 2,921,651
Share of results of associated companies 4,856 36,984 23,321 88,155 20,914 - - 174,230
Profit before taxation 319,463 2,249,260 22,224 330,968 20,352 153,614 - 3,095,881
Taxation (103,747) (372,123) - (56,023) - (5,899) - (537,792)
Profit for the period 215,716 1,877,137 22,224 274,945 20,352 147,715 - 2,558,089
Profit attributable to:
Company's shareholders 162,319 1,877,088 22,224 240,583 20,418 147,711 - 2,470,343
Minority interests 53,397 49 - 34,362 (66) 4 - 87,746
215,716 1,877,137 22,224 274,945 20,352 147,715 - 2,558,089
Six months ended 30 June 2006
HK$'000
Logistics
PRC Hong Kon¢ Oversee and
Propert Propert Propert Warehous Infrastructure Others Eliminations  Consolidated
REVENUE
Turnover 484,412 616,286 - 2,648,346 - 19,981 - 3,769,025
Inter-segment revenue 282 - - - - 16,103 (16,385) -
Inter-segment interest income - - - - - 269,624 (269,624) -
484,694 616,286 - 2,648,346 - 305,708 (286,009) 3,769,025
RESULTS
Segment results before increase in fair value
of investment properties 289,824 218,754 (3,534) 252,551 (6,866) 259,399 (269,624) 740,504
Increase in fair value of investment properties - 153,122 - - - - - 153,122
Segment results 289,824 371,876 (3,534) 252,551 (6,866) 259,399 (269,624) 893,626
Dividend income - 1,360,183 3,769 - - 31 - 1,363,983
Interest income 5,965 9,822 - 5,017 3,726 8,238 - 32,768
Interest expenses (23,408) (100,859) - (36,894) (3,979) (138,863) 269,624 (34,379)
Impairment loss on available-for-sale
investments - (197,941) - - - - - (197,941)
Operating profit/(loss) 272,381 1,443,081 235 220,674 (7,119) 128,805 - 2,058,057
Share of results of associated companies 6,294 37,016 13,413 102,843 24,639 - - 184,205
Profit before taxation 278,675 1,480,097 13,648 323,517 17,520 128,805 - 2,242,262
Taxation (79,203) (42,897) - (40,838) - (128) - (163,066)
Profit for the period 199,472 1,437,200 13,648 282,679 17,520 128,677 - 2,079,196
Profit attributable to:
Company's shareholders 139,715 1,432,553 13,648 262,324 19,001 128,672 - 1,995,913
Minority interests 59,757 4,647 - 20,355 (1,481) 5 - 83,283
199,472 1,437,200 13,648 282,679 17,520 128,677 - 2,079,196




3. Operating profit

Six months ended 30 June

2007 2006
HK$'000 HK$'000
Operating profit is stated after crediting/chargihg following :
Crediting
Dividend income from listed and unlisted investnsent 20,768 6,099
Dividend income from an available-for-sale investine - 1,357,884
Interest income 43,333 32,768
Gain on sale of properties
- Investment properties 166,283 95,526
- Completed properties 772,439 60,656
938,722 156,182
Charging
Depreciation and amortisation 91,353 76,970
Total finance costs incurred 333,647 282,886
Less: amount capitalised in properties under dgveémnt (178,486 (146,396
155,161 136,490
Fair value gain on derivative financial instruments (159,671) (102,111)
(4,510) 34,379
Impairment loss on available-for-sale investments - 197,941




4. Taxation

The taxation (charge)/credit comprises:

PRC taxation
Current
Deferred

Hong Kong profits tax
Current
Overprovision in prior years
Deferred

Overseas taxation
Current
Deferred

Six months ended 30 June

2007 2006
HK$'000 HK$'000
(94,565 (60,238
(22,019 (25,399
(116,584) (85,637)
(162,026 (31,393
- 139
(249,140 (36,635
(411,166) (67,889)
(10,042 (9,521
- (19)
(10,042) (9,540)
(537,792) (163,066)

Hong Kong profits tax has been provided at the &Htel7.5% (2006: 17.5%) on the

estimated assessable profit for the six monthsaB68eJune 2007.
overseas profits has been calculated on the esiihadsessable profit for the six months

Income tax on PRC and

ended 30 June 2007 at the respective rates ofigaxptevailing in the PRC and the

overseas countries in which the Group operates.

Land appreciation tax in the PRC is levied on prope developed by the Group for sale, at
progressive rates ranging from 30% to 60% on thereggation of land value, which under

the applicable regulations is calculated basedhenproceeds of sales of properties less
deductible expenditures including land costs, beimg costs and all property development

expenditures.



5. Earnings per share

Basic

Basic earnings per share is calculated by divitlregprofit attributable to shareholders of the Campby

the weighted average number of shares in issuagltite period.

Weighted average number of shares in issue

Profit attributable to shareholders

Basic earnings per share

Diluted

Six months ended 30 June

2007

1,274,980,525

2006

1,220,460,846

HK$'000 HK$'000
2,470,343 1,995,913
HK$1.94 HK$1.64

Diluted earnings per share is calculated by adjgdtie profit attributable to shareholders of tlwmnpany and

the weighted average number of shares outstandimnbé effects of all dilutive potential shares.

Weighted average number of shares in issue

Adjustment for convertible bonds

Adjustment for share options

Weighted average number of shares for the purpose
of calculating diluted earnings per share

Profit attributable to shareholders
Adjustment for finance cost on convertible bonds
Profit used to determine diluted earnings per share

Diluted earnings per share
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Six months ended 30 June

2007

1,274,980,525
95,094,301
6,340,866

2006

1,220,460,846
96,320,555
9,437,138

1,376,415,692

1,326,218,539

HK$'000 HK$'000
2,470,343 1,995,913
63,843 60,320
2,534,186 2,056,233
HK$1.84 HK$1.55




6. Accounts receivable, prepayments and deposits

Included in accounts receivable, prepayments ammbgies are trade receivables. The
Group maintains a defined credit policy. The ageanalysis of trade receivables as at 30

June 2007 is as follows:

As at As at

30 June 31 December
2007 2006
HK$'000 HK$'000
Below 1 month 1,502,764 1,636,354
Between 1 month and 3 months 408,253 274,310
Over 3 months 146,340 191,397
2,057,357 2,102,061

7. Accounts payable, deposits received and accrued clgas

Included in accounts payable, deposits received amwdued charges are trade payables.
The ageing analysis of trade payables as at 302M&is as follows:

As at As at
30 June 31 December
2007 2006
HK$'000 HK$'000
Below 1 month 440,771 404,326
Between 1 month and 3 months 90,201 117,889
Over 3 months 150,279 91,425
681,251 613,640
8. Bank loans
As at As at
30 June 31 December
2007 2006
HK$'000 HK$'000
Bank loans - unsecured 5,942,889 6,852,888
Bank loans - secured 358,109 301,685
Total bank loans (note(i)) 6,300,998 7,154,573
Less : Short-term bank loans and current portion of
long-term bank loans (656,109) (803,428)
5,644,889 6,351,145
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8.

9.

10.

Bank loans (continued)

(i) As at 30 June 2007, the Group’s bank loans werayadge as follows:

As at As at
30 June 31 December

2007 2006

HK$'000 HK$'000

Within one year 656,109 803,428
In the second to fifth year

- In the second year 425,242 384,535

- In the third year 235,092 295,256

- In the fourth year 3,180,830 121,761

- In the fifth year 1,298,325 5,075,549

5,139,489 5,877,101

Wholly repayable within five years 5,795,598 6,680,529

Over five years 505,400 474,044

6,300,998 7,154,573

Convertible bonds

(@) On 22 February 2007, Gainlead International Limigeavholly-owned subsidiary of the
Company, issued convertible bonds in the aggregaticipal amount of
HK$2,350,000,000. These convertible bonds are zergpon-based, have a maturity
term of five years until 22 February 2012 and aoavertible into the Company’'s
ordinary shares at a conversion price of HK$52 @&5ghare (subject to adjustments).

(b) During the six months ended 30 June 2007, an agtgegrincipal amount of
HK$1,738,000,000 of convertible bonds issued in®20@s been converted into an
aggregate of 66,962,017 ordinary shares of HK$h éadhe Company, representing
approximately 69.5% of the entire amount of thererftentioned convertible bonds of
HK$2,500,000,000.

Commitments

At 30 June 2007, the Group had capital commitmentespect of interests in leasehold
land, properties under development and propergntphnd equipment not provided for in
these accounts as follows:

As at As at

30 June 31 December
2007 2006
HK$'000 HK$'000
Contracted but not provided for 8,395,033 4,158,755
Authorised but not contracted for 62,300 174,034
8,457,333 4,332,789
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11. Contingent liabilities

As at As at
30 June 31 December
2007 2006
HK$'000 HK$'000
- Guarantees for banking and other facilities
of certain associated companies and investee
companies (note (a)) 1,940,676 1,685,232
- Guarantees to certain banks for mortgage
facilities granted to first buyers of
certain properties in the PRC (note(b)) 264 445
1,940,940 1,685,677

(@)

(b)

The Group has executed guarantees for banking ted facilities granted to certain
associated companies and investee companies. tilikeduamount of such facilities
covered by the Group’s guarantees, which also septed the financial exposure of
the Group as at 30 June 2007, amounted to apprtdynelK$1,940,676,000 (31
December 2006: HK$1,685,232,000). The total amofisuch facilities covered by
the Group’s guarantees as at 30 June 2007 amoutdedapproximately
HK$2,462,790,000 (31 December 2006: HK$1,714,235,00

The Group has executed guarantees to certain banksortgage facilities granted to
first buyers of certain properties developed by @reup in the PRC. The utilised
amount of such facilities covered by the Group’'argntees, which also represented
the financial exposure of the Group as at 30 JW@¥ 2amounted to approximately
HK$264,000 (31 December 2006: HK$445,000). Thaltamount of such facilities
covered by the Group’s guarantees as at 30 Juné @0@unted to approximately
HK$264,000 (31 December 2006: HK$445,000).

Apart from the above, there are no material chamge®ntingent liabilities of the Group
since 31 December 2006.
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12. Pledge of assets

As at 30 June 2007, the Group'’s total bank loardk$6,300,998,000 (31 December 2006:
HK$7,154,573,000) included an aggregate amount K$3942,889,000 (31 December
2006: HK$6,852,888,000) which is unsecured andgamemyate amount of HK$358,109,000
(31 December 2006: HK$301,685,000) which is securdde securities provided for the
secured banking facilities available to the Growgpas follows:

(i) legal charges over certain properties and portiti@si of the Group with an aggregate
net book value of HK$671,825,000 (31 December 26068564,116,000);

(i) charges on all assets, including bank balances matinguto HK$24,552,000 (31
December 2006: HK$47,263,000), of certain subsigsanf the Group; and

(i) assignments of insurance proceeds of certain prepaf the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS
(A)  Overall Results

The Group continued to demonstrate strong finanm@aiormance during the first six months of
2007. Turnover of the Group for the six monthseeh@80 June 2007 was HK$5,816 million,
which registered an increase of 54% when compaittdtie turnover of HK$3,769 million for
the corresponding six months ended 30 June 2006e Qroup’s turnover mainly comprises
proceeds from the continuing sales of propertiestal income as well as revenue from hotel
operations, warehouse operations and logisticscesyv The increase in turnover during the
period was mainly contributed by the increase iopprty sales in Hong Kong and strong
revenue growth in logistics operations, particyldferry EAS Logistics Limited (“*KEAS”) in
China.

Profit attributable to shareholders before takintp iaccount the net increase in fair values of
investment properties and related tax effectsHersix months ended 30 June 2007 is HK$1,372
million (2006: HK$1,868 million after or HK$708 rlibn before the profit of HK$1,160 million
arising from the Group’s disposal of its 10.16% arity interest in Citibank Plaza), representing
a decrease of 27% or an increase of 94% over thedpespectively with or without the effect
of the said disposal.

During the six months ended 30 June 2007, the mgease in fair values of the Group’s
investment properties and related tax effects enapgregate amount of HK$1,098 million was
recognised in the Group’s consolidated income state (2006: HK$128 million).

The effect of the Group’s profit attributable tcasbholders due to the net increase in fair values
of the Group’s investment properties and relatedetéects is as follows:

Six months ended 30 Jun

2007 2006
HK$ million HK$ million Change
Profit attributable to shareholders before taking
into account the net increase in fair values of
investment properties and related tax effects 1,372 1,868 -27%
Add:
Net increase in fair values of investment
properties and related tax effects 1,098 128
Profit attributable to shareholders after taking
into account the net increase in fair values of
investment properties and related tax effects 2,470 1,996 24%
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(B) Mainland China Property Division

During the six months ended 30 June 2007, the MadlIChina Property Division reported a
turnover of HK$605 million (2006: HK$485 millionhd a net profit attributable to the Group of
HK$162 million (2006: HK$140 million).

The Group made solid progress in property developraed sales and site acquisitions during
the first six months of 2007.

(1) Investment Properties

During the six months ended 30 June 2007, rentaline and operating profit generated from
the Group’s portfolio of investment properties iraiMland China amounted to HK$299 million
and HK$200 million, respectively (2006: HK$284 nah and HK$205 million, respectively).

As at 30 June 2007, the Group held an investmeagpty portfolio of residential, commercial
and office properties in Mainland China totalled aggregate gross floor area (“GFA”) of 2.9
million square feet (as at 31 December 2006: 3.Diomisquare feet) and their respective
occupancy rates were as follows :

As at 30 June 2007:

Occupancy
Beijing Shanghai Shenzhen Fuzhou Total GFA rate
(sq. ft.) (sq. ft.) (sq.ft) (sq.ft) (sq. ft.) (%)
Office 814,665 632,259 30,218 - 1,477,142 90%
Commercial 184,998 398,498 107,256 63,986 754,738 93%
Residential 277,330 435,789 - - 713,119 47%
Total GFA 1,276,993 1,466,546 137,474 63,986 2,944,999
As at 31 December 2006:
Occupancy
Beijing Shanghai Shenzhen Fuzhou Total GFA rate
(sq. ft.) (sq. ft.) (sq.ft.) (sq.ft.) (sq. ft.) (%)
Office 814,665 632,259 82,099 - 1,529,023 95%
Commercial 184,998 400,707 107,256 63,986 756,947 92%
Residential 277,330 435,789 - - 713,119 67%
Total GFA 1,276,993 1,468,755 189,355 63,986 2,999,089

Set out below are highlights of the occupancy rateake Group’s major investment properties in
Mainland China as at 30 June 2007:

Occupancy rate Occupancy rate
Property as at 30 June 2007 as at 31 December 2006
Beijing Kerry Centre 84% 90%
Shanghai Kerry Centre 79% 86%
Shenzhen Kerry Centre 96% 97%
Kerry Everbright City Phase | 90% 95%

Leasing of the Group’s most recent luxury residdridevelopment, Central Residences Phase |,
in Changning District, Shanghai, has met with goegponse. As at 30 June 2007, 55 units out of
a total of 154 units in Tower 3 of the developmaete leased as serviced apartments.
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(i) Sales of Completed Properties

Sales of completed properties in Mainland Chinanguthe six months ended 30 June 2007
contributed turnover of HK$121 million (2006: HK$3&illion) and operating profit of HK$31
million (2006: operating loss of HK$0.1 million).

(i)  Properties under Development

During the first six months of 2007, the Group eely expanded its land bank in strategic
locations of Mainland China, with a view to furthe@rengthening its presence in this market of
tremendous potential.

Shanghai

The approximately 1,598,000 square feet Kerry Bwghb City Phase Il project in Zhabei
District is a salient component of the Group’s Maimd China portfolio of large-scale mixed-use
developments in prime locations. Phase lla of thegept, comprising an office tower with a
two-storey retail podium and four residential tosyeis currently due for completion in early
2008. Phase lIb of the project will add four resiti# towers to the development on completion,
which is currently scheduled in the first quarteR008. Pre-sale of the residential units in Phase
Ila commenced in February 2007 and registered gtresults which were underpinned by firm
demand. As at 30 June 2007, 380 units or 66% oattofal of 572 units were sold at an average
price of approximately RMB1,610 per square foot.

Construction of the mixed-use development in Jindastrict will commence soon, with
completion currently expected in 2011. This prqj&dtich is being developed as a joint venture
with Shangri-La Asia Limited on a 51%/49% basisntended to have two luxury hotels, office
and retail properties with an aggregate GFA of apijpnately 2,750,000 square feet in the
development blueprint.

Development of the 40.8%-held joint-venture mixe-yproperty project in Pudong is ongoing
and is currently planned for completion in the setauarter of 2010. With an expected
aboveground GFA of approximately 2,476,000 squeet the development incorporates a hotel,
offices, an apartment-style hotel, commercial prope and related ancillary facilities. It is

located on a prime site adjacent to the Shanghav Neernational Expo Centre, which is

expected to turn its neighbourhood into a new Hutusiness activity.

Shenzhen

Construction of a grade-A office complex projectRatian Central District is expected to be
completed in the fourth quarter of 2007. This pebje designed to deliver an aboveground GFA
of approximately 807,000 square feet.

The Group expanded its portfolio in Shenzhen byuaotgy through public tender a 85,000
square feet site adjacent to the above developimeRutian. Also earmarked as an office
property, this project will add a further buildabBFA of approximately 850,000 square feet,
which will enable the Group to capitalise on thetgmbial of Futian Central District.

Development of the project is progressing as sdeddand is expected to be completed in 2010.
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Manzhouli

The development of an apartment and commercial gotppproject in Manzhouli, Inner
Mongolia progresses as scheduled, with completioreatly scheduled in phases to 2010. The
development has a buildable GFA of approximately,0Q0 square feet.

Hangzhou

The Group’s acquisition of two sites in Xiachengtdct spearheaded its property developments
in Hangzhou. The first site, which is adjacent thuX(West Lake), has been designated for a
mixed-use development comprising a hotel, officgsartments and a commercial shopping
complex with a total buildable GFA of approximately217,000 square feet. With project

concept design in progress, piling work is targetedstart by January 2008. The project is
expected to be completed in phases between 201P0drid

Project planning for the other site in Xiachengtbis proceeded as scheduled with piling work
expected to start in the fourth quarter of 2007isHite is earmarked for a residential property
development with a planned aboveground GFA of apprately 2,700,000 square feet. This
project is currently scheduled for completion irapés to 2010.

Yangzhou

Development of the Group’s hotel and apartment gatojn Yangzhou is progressing as
scheduled, with completion currently scheduled2009. This project offers a total buildable
GFA of approximately 1,032,000 square feet.

Tianjin

The acquisition of a site in Hedong District prasddan inroad for the Group to roll out property
developments in the heart of the city’s centraliess district. A mixed-use property with a GFA
of approximately 5,565,000 square feet, and incaotg a hotel, serviced apartments, offices,
residences, a shopping mall and related ancillacylifies, is planned for this site. Foundation
work is expected to commence soon and is schedalecompletion in phases between 2010
and 2011. Upon completion, this development wifiresent a strong addition to the Group’s
premier investment properties in Mainland China.

Beijing
The Xinyuanli residential project in Beijing has almoveground GFA of approximately 334,000

square feet. Development and construction works imargood progress and the project is
scheduled for completion by end 2008.

-18-



(iv) Major Acquisitions and Developments
Qinhuangdao

In April 2007, the Group acquired residential sitasough public bidding in Qinhuangdao,
Hebei Province. The sites are in prime locationthefmetropolitan area of Qinhuangdao on the
southern seafront. Enjoying unobstructed sea vidvey, are ideally situated for the development
of prime quality residential properties. This pragedevelopment is planned to deliver a total
aboveground GFA of approximately 4,760,000 squaet fand is currently scheduled for
completion in phases to 2012. Qinhuangdao is a meagastal trading hub and popular tourist
destination in northern China. As it has been $etkas a venue for the 2008 Summer Olympics,
it enjoys tremendous potential for further econodegelopment.

Chengdu

In June 2007, the Group acquired through publidlibigl two adjacent sites in the southern part
of the Chengdu High-Tech Industrial Development&ofhese sites, which are earmarked for a
residential property development, are expectedid¢td ya developable GFA of approximately
3,831,000 square feet. The Chengdu High-Tech Indufevelopment Zone will become the
city’s future central business district and willfesf integrated facilities such as convention
centres, an embassy zone, five-star hotels, a dassidistrict and technology park. Chengdu
Municipal Government will also relocate its officesthis new zone. The acquired sites are in
close proximity to the city’s main traffic arterynéh municipal park, making them an ideal
neighbourhood for the development of luxury resadsn

Shenyang

Also in June 2007, the Group acquired a site lacatethe east side of Qingnian Street, Shenhe
District, the central business district of Shenyahge area, which has been dubbed the “Golden
Corridor”, has been designated the city’s new eemtf business and retail activities. The
developable site area is approximately 1,859,00@rggfeet with a plot ratio of not exceeding 12,
of which 30% will be designated for residential as&l 70% for commercial properties. Vacant
possession of levelled land will be handed oveh&Group in two phases, the first phase within
12 months and the second within 31 months.

(v) Beijing Kerry Centre Hotel

During the six months ended 30 June 2007, BeijiegKCentre Hotel contributed turnover and
operating profit of HK$185 million and HK$83 milimp respectively (2006: HK$169 million and
HK$67 million, respectively), and achieved an ageraccupancy rate of 72% (2006: 75%).

(C) Hong Kong Property Division

During the six months ended 30 June 2007, the Hkargy Property Division recorded turnover
of HK$1,778 million (2006: HK$616 million) and a mnerofit attributable to the Group of

HK$1,877 million (2006: HK$1,432 million), afterkieng into account the increase in fair value
of investment properties (net of deferred taxatwfiK$1,098 million (2006: HK$128 million).
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Demand for luxury residential and prime office pedpes and high-quality retail space in Hong
Kong continued to be supported by positive momentanbusiness growth and consumer
spending, while being underpinned by tight supphe Division achieved stable performance in
terms of rental levels and occupancy rates fomigstment property portfolio in Hong Kong.
Healthy profit margins were also achieved from shées of completed properties as a result of
generally good market sentiment.

(1) Investment Properties

During the first six months of 2007, rental turnowand operating profit generated from the
Group’s premier portfolio of investment propertissHong Kong were HK$211 million and
HK$37 million, respectively (2006: HK$190 milliomd HK$30 million, respectively).

As at 30 June 2007, the Group’s investment propeotyfolio of residential, commercial and
office properties in Hong Kong totalled an aggreg@tA of 2.5 million square feet (as at 31
December 2006: 1.5 million square feet) and thespective occupancy rates were as follows :-

As at 30 June 2007 As at 31 December 2006
Total GFA Occupancy rate Total GFA Occupancy rate
(sq. ft.) (%) (sq. ft.) (%)
Residential 674,858 @ 95% 738,170 4 97%
Commercial 1,434,927 88% 387,305 91%
Office 148,852 76% 152,920 83%
2,258,637 1,278,395

a Excluded Tavistock and Belgravia with a total GBA 226,813 square feet which are
currently under extensive renovation programmeagcdot offered for lease.

In June 2007, the Group made a successful foraytive local retail property sector with the
completion and opening of the 1.1 million squaret feetail portion of Enterprise Square Five
project in Kowloon Bay, also known as “MegaBox”.gather with the 0.5 million square feet of
offices, Enterprise Square Five project has a GfaA of 1.6 million square feet. “MegaBox”,
being the largest shopping and leisure destinatioBast Kowloon, embraces a unique tenant
mix to deliver the ultimate retail, entertainmemtdadining experience to customers, which
includes Hong Kong'’s largest world-standard icdkrian exciting cluster of new-to-Hong-Kong
home improvement retailers, the city’s first andyonommercial IMAX cinema and Hong
Kong’s largest electrical and electronics centrenplemented by a book city and selected
collection of fashion, sports and lifestyle retesleand gourmet restaurants. Encouraging and
sustainable traffic flows have been recorded sodiad the Group is optimistic about the mall’s
ongoing performance in this defining landmark osB&owloon.

The Group is proud to report that in June 2007, J&®ox” received the prestigious “2007 Digie

Awards” (Commercial Real Estate Digital Innovatiéwards) from world-leading real estate

conference and exposition organiser Realcomm. “MBega was named the winner in the

“Extreme Retail Complex” category against two otfiealists: Mall of the Emirates and The

Dubai Mall, both in Dubai. These annual awards gecse the forward-thinking leaders in

commercial real estate who are making the greatgsact through the use of technology and
automation. “MegaBox” was remarked as having deinatest the most advanced and
sophisticated marketing centre presentation, adnse of building automation systems, and
the use of advanced retail building and technolomycepts.
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(i) Sales of Completed Properties

During the six months ended 30 June 2007, turneweounted to HK$1,567 million (2006:
HK$426 million), mainly from the continuing sales property units at 15 Homantin Hill,
Tregunter Towers and Enterprise Square Three. Ammatipg profit of HK$845 million (2006:
HK$100 million which excludes the profit of HK$1a6million arising from the Group’s
disposal of its 10.16% minority interest in CititkaRlaza) was recorded from property sales
during the first half of 2007.

The launch of 15 Homantin Hill during the periodtnagth excellent market response owing to
its strong appeal to buyers looking for luxury desices in exclusive locations. The success of
15 Homantin Hill further validates the Group’s onggp commitment to delivering high quality
properties in upmarket neighbourhoods.

(i)  Properties under Development
Enterprise Square Five, Kowloon Bay

The office portion of Enterprise Square Five prgjeomprising two grade-A office towers with

an aggregate GFA of approximately 500,000 squaet feas completed in the third quarter of
2007. The completion of Enterprise Square Fivegmtoyill further enhance the Group’s existing
portfolio of high-quality office and commercial grerties and is well-positioned to benefit from
the potential re-development of the old Kai Tak sit

With the continued upturn of the local economy thgvdemand for high quality office space, the
office portion of Enterprise Square Five was 75%rlpased as at 30 June 2007 with Hang Seng
Bank Limited taking the entire 15-storey Tower ZddHL Hong Kong taking up 7 floors of
Tower 1.

Shelley Street, Central Mid-Levels

Construction of the fashionable residential develept at No. 38 Shelley Street in Central
Mid-Levels progressed further during the periodemmeview and is expected to be completed in
the fourth quarter of 2007. This project considta cesidential tower with commercial facilities
over a developable GFA of approximately 50,000 sgjfi@et. Sale of the 79 residential units is
scheduled in the first quarter of 2008.

First Street/Second Street, Mid-Levels West

Superstructure construction works have commencethersite at First Street/Second Street in
Mid-Levels West. This joint development projecthwvihe Urban Renewal Authority will deliver
496 residential units and commercial accommodatiibim a total GFA of approximately 400,000
square feet. This project is currently scheduledémpletion by the second quarter of 2009.

Tsuen Wan
Foundation work progressed as scheduled for a @&l of approximately 400,000 square feet
residential and commercial development at Kwok Jbo@d, Tsuen Wan. This development is

expected to be completed in the third quarter @920rhe project is planned to deliver 548
residential units.
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Ap Lei Chau

Site formation and foundation works for this 35%ehint venture residential project have
commenced and the project is scheduled for congpleti 2010. The Group has an attributable
share of GFA measuring approximately 320,000 sqgudeet in this project. A total of
approximately 700 residential units are plannedhir development.

Yuk Yat Street, To Kwa Wan

Demolition work has been completed. With a devebip&FA of approximately 163,000 square
feet, the site is designated for re-developmeiat iesidential and commercial properties.

Shan Kwong Road/Village Terrace, Happy Valley

Demolition work of the site at No. 20 Shan KwongaBdas been completed while that of the
adjacent site at No. 1-5 Village Terrace in Happyley is targeted to be completed by October
2007. The existing sites offer a developable GFAmbroximately 220,000 square feet and are
intended for re-development into luxury residenpiadperties. Completion is currently scheduled
for the fourth quarter of 2010.

863-865 King's Road, North Point

Demolition work has just been completed with fourata works commencing soon. This

joint-venture development, in which the Group hadd40% stake, consists of a grade-A office
tower with a developable GFA of approximately 50D &Gquare feet. This project is currently
expected to be completed in the second quarte®@ 1.2

(iv)  Major Acquisitions and Developments
Hong Kong

The Group won the bid for a site at Chun Yan Stid&ing Tai Sin, at a public land auction held
in July 2007. The approximately 102,000 square faet has excellent public transport
connectivity and well-developed infrastructure imgaiet neighbourhood, making it an ideal
location for the development of premier residergiadl commercial properties. With a plot ratio
of 9, this site is expected to yield buildable GBAapproximately 767,000 square feet of
residential properties and approximately 153,008a8g| feet for commercial use. The Group is
confident of the success of this development, winghbenefit from the keen demand for urban
core properties in prime locations, and plans termk its premium brand to the district through
this development.

Macau

In July 2007, the Group secured an approximatelpQ@m square feet site in Nam Van Lake
namely Lot C12, where it plans to develop a luxuegidential apartment building with
approximately 170 units. The site is situated priene location enjoying full unobstructed view
of the Nam Van Lake and Macau Peninsula. The propdiers a developable GFA of
approximately 400,000 square feet. Pre-sale laisichrrently planned for the second quarter of
2008 and completion of the project is currentlyestiiied for the fourth quarter of 2009.
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(D)  Overseas Property Division

In the first six months of 2007, the Group’s Ovass@roperty Division derived a net profit after
tax of HK$22 million (2006: HK$14 million) from itportfolio of properties in Australia and the
Philippines.

(1) Australia

As at 30 June 2007, 944 units of the Group’s 25%eanhJacksons Landing project were sold (as
at 31 December 2006: 922 units), representing 98%eototal of 957 units available for sale.
The Group recorded an attributable share of ndit@fber tax of approximately HK$0.6 million
(2006: HK$0.4 million) for the six months to 30 &R007 from this mixed-use residential and
commercial development. This property project taated on a 12-hectare site on the Pyrmont
Peninsula in Sydney.

(i)  The Philippines

In the Philippines, the Group invests in propentgrests through a 73.88% aggregate direct and
indirect interest in EDSA Properties Holdings, IEEPHI”), whose property investments
include (i) a 78.72% interest in the Shangri-LazBIMall, Manila and (ii) indirect interests in
The Enterprise Centre, an office and commercigbgrty in Makati, Manila’s financial district.
As at 30 June 2007, the occupancy rates of Shaaghktall Plaza and The Enterprise Centre
were 99% and 98%, respectively (as at 31 Deceni@s:29% and 97%, respectively).

Also under EPHI's development blueprint are (i) Bteang Grand Tower, a residential property
project in Makati, Manila and (ii) St. Francis Shan_a Place, another residential development
project in Mandaluyong City, Manila. As at 30 J&@®7, 100% (as at 31 December 2006: 98%)
of the GFA of The Shang Grand Tower had been sdtile 684 units (as at 31 December 2006:
501) out of the total of 1,096 residential unitsSof Francis Shangri-La Place were sold ahead of
its current scheduled completion in the first geladf 2009 for Tower 1 and fourth quarter of
2008 for Tower 2.

Subsequent to a merger of EPHI with its listedliate Kuok Philippine Properties, Inc., as

approved by Securities and Exchange Commissiorbaluly 2007, the corporate name of EPHI
has been changed to Shang Properties, Inc. (“SRE)a result of the merger, the Group’s

aggregate direct and indirect interests in the eatity SPI1 have been lowered to 65.36%. The
merger between the two companies is expected tmigeally advantageous to both parties,
because it will provide stronger financial strengthmore diversified and stable capital base,
increased competitiveness and improved profitgitiitough enhancing operating efficiencies.

(E) Logistics Network Division
During the six months ended 30 June 2007, the LiogiNetwork Division recorded a 28%
increase in turnover to HK$3,401 million (2006: HK648 million). Net profit attributable to

the Group from the Division during the first six nibs of 2007 amounted to HK$241 million
(2006: HK$262 million), which represents a drofBéf.
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(1) Logistics Operations

Turnover and net profit generated from the logsstiperations of the Division for the first half
of 2007 amounted to HK$3,188 million and HK$50 roifl, respectively (2006: HK$2,435
million and HK$64 million, respectively). The drap profit was mainly attributable to the cost
incurred in the setting up of various freight fordiaag offices in Europe and Australia since late
2006, as well as the loss of business resultingh ftbe termination of the previous agency
operations in these countries. New offices were ugetin the Czech Republic, Poland and
Hungary in 2007.

During the six months ended 30 June 2007, a tdt&B@l06 tons (2006: 51,728 tons) of cargo
was handled by air and 168,408 TEUs (2006: 127J¥39s) by sea, representing an increase of
32% and 32% respectively over those of the cormdipg first six months of 2006.

Hong Kong

In January 2007, the Division completed the actaisiof a 51% interest in Multiple Gain
Enterprises Limited (the “JV”), which owns the mess of Far East Multi-Trans Shipping
Limited (“FEM”). FEM is a Hong Kong company, whid¢tas been engaged in the business of
international freight forwarding for about 20 yearsainly to and from Hong Kong, the
Philippines, Bangladesh and Cambodia. The acquishias further strengthened the Division’s
freight forwarding capabilities in Asia, especiallyintra-Asia trade. The JV was subsequently
renamed as Kerry Far East Logistics (Hong Kong)itgch

The first half of 2007 also saw the continued gfowt the Division’s logistics operations in
Hong Kong. Profit generated from the Division’gjilstics and freight forwarding businesses in
Hong Kong during the period amounted to HK$29 milli which represents a strong growth of
49% when compared with 2006. The increase was ynamlught about by a number of large,
integrated third-party logistics contracts secusatce last year. As of the present date, the
Division is providing a complete supply chain seevto a large group of customers.

China Focus

As a result of the continuing business restructpioh KEAS, the Division’s business arm in

China, the Division has successfully refocusedMiginland China operations on the niche
international freight market and pan-China disttidm. This strengthened operational platform is
now more prepared to serve and support the den@nehddern logistics services by existing
and potential customers. KEAS reported a more 8@ growth in profit attributable to the

Division for the first half of 2007 when comparedtiwthe same period in 2006, which was
mainly the result of the portfolio enhancementho$ business.

During the period, the Division continued to gemerstable, recurrent income from its hardware
investments in the PRC. The Division is now opegtia logistics centre portfolio of
approximately 3.5 million square feet in Mainlanti@a, of which 1.4 million square feet are
self-owned facilities located at Shenzhen Yanti@henzhen Futian, Tianjin, Shanghai
Waigaogiao and Beijing.
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In view of the rapid growing cargo traffic betwellainland China and the rest of the world, the
Division will continue to reinforce its logisticoompetitiveness in order to serve multinational
corporate customers looking for pan-China or pamAs®lutions. This will be achieved by

extending its service scope, exploring new importd aexport markets, strengthening

infrastructure, developing information system amerational expertise, and consolidating the
Division’s overseas agency network.

Asia Based

The first half of 2007 witnessed the continued ewgoan of the Division’s logistics operations
across Southeast Asia.

In Thailand, the berth expansion project at Siamp8d has been completed and the operating
equipment is now being installed. These new faediwill spearhead the Division’s efforts to
enter the container handling business, therebyngdehlue to its existing conventional and bulk
cargo services.

In October 2006, the Division successfully estdlgdsits first logistics foothold in India with the
acquisition of a 51% stake in an India-based freiginwarding company, Reliable Freight
Forwarders Private Limited (subsequently renameleasy Reliable Logistics Private Limited
(“KRL")). KRL has been engaged in the businessntéiinational freight forwarding for about 10
years and has seven offices in India located an@digthe Headquarters), Tirupur, Bangalore,
Tuticorin, Mumbai and Delhi. Around 200 staff ammoyed by the company. The acquisition
has strengthened the Division’s freight forwardaagpability in the South Asian region, and the
Division is currently consolidating KRL with the erseas agency network of Kerry Logistics
Network Limited. It will also enhance KRL's logis§ competitiveness by extending its service
scope and developing its information system andatipas expertise.

In Southern Asia, the recent development of the-Amia highway and railway that links
Southwest China and Southeast Asia is expectegdn ap new opportunities for trade in this
region. In response to this development, since28@6 the Division has been developing road
transport routes in ASEAN countries, including GhiNietnam, Laos, Malaysia and Thailand. In
doing so, the Division plans to create a competigdge for itself in the ASEAN logistics market
and become the leading ASEAN road transport sepiogider in the region within a period of
two years.

Global Network

In 2007, the Division further strengthened its pres in Central and in Western Europe. During
the period, new offices were set up in the CzecpuRkc, Poland and Hungary. The Division

now has operations in 23 cities in Europe, covefhggmany, Switzerland, Austria, Poland, the
Czech Republic, Belgium, Hungary, the Netherlanlds, United Kingdom and Spain. Further

expansion into France is scheduled for the thirargu of 2007.

By setting up its own offices and thereby estaltighits own direct representation in Europe, the
Division has successfully strengthened its globetimork in terms of its sales and marketing
capabilities. The Division’s trade development f@au Europe is mainly on import and export of
cargoes between European countries and Asia, ticpar Mainland China. It is expected that
the new offices will achieve break-even by the y2G08.

Looking ahead, the Division will also pursue newelepment opportunities in other regions,
including the Middle East.
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(i) Hong Kong Warehouses and Distribution Centres

With a portfolio of 11 warehouses occupying an aggte GFA of 6.28 million square feet, the
Division continues to be the single largest warelgoowner and operator in Hong Kong. As at
30 June 2007, the Division’s warehouse portfoliblong Kong maintained an occupancy rate of
97% (as at 31 December 2006: 96%).

During the six months ended 30 June 2007, the Divis Hong Kong warehouse portfolio
generated turnover of HK$213 million (2006: HK$2tdlion) and a profit attributable to the
Division of HK$103 million (2006: HK$94 million). fie increase in profit is mainly attributable
to the disposal of the two non-core warehouses owvelber 2006, which has successfully
reduced the Division’s interest burden, as weltheesrenewal of major leasing contracts during
2006 with improved rental rates.

(i) Information Technology

With the expansion of the Division's European nekyihe flagship supply chain visibility suite
“KerrierVISION” was officially launched in April tis year. Not only does this suite link all
traditionally discrete logistics processes, it asovides the ability to view the supply chain
from multiple perspectives, such as shipments, rerdad items. “KerrierVISION” is already
serving a number of key multinational customersorie of its most significant implementation,
the suite is providing visibility for over 30 origicountries. Supply chain visibility will
continuously be positioned as an edge of the Qimisn the international logistics market. More
functions, such as Business Intelligence, will tyedted to enrich the product suite while global
integration of our worldwide application systemdlwemain a main emphasis for strengthening
its backbone.

(iv)  Awards and Achievements

The Division received “The Best Brand Enterpriseafgvand Corporate Innovation Excellence
2007” award from the Hong Kong Productivity Counmil 8 June 2007. This award recognises
the Division’s outstanding performance in corporétand building and strategic corporate
development and innovation in Hong Kong.

In recognition of excellence in corporate brandding and service quality in Mainland China,

the Division received “The 2nd CAPITAL Outstandi@fpina Enterprise Awards — Outstanding
Logistics Corporation” award fror@apital Magazing a leading monthly finance and business
publication in Hong Kong and Greater China on 2lyMa07.

(F Infrastructure Division

The Infrastructure Division provides the Group watsteady stream of recurrent income through
its investments in a range of infrastructure, emvmnental protection and utilities-related
businesses in Hong Kong and Mainland China. Dutiegsix months ended 30 June 2007, net
profit attributable to the Group from this Divisi@mounted to HK$20 million (2006: HK$19
million).
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(1) Hong Kong

The Division holds a 15% stake in the Western Harb@rossing and a 15% interest in the
management contract for the Cross Harbour Tunried. Group’s share of aggregate net profits
from these investments amounted to HK$18 millionirduthe first six months of 2007 (2006:
HK$21 million).

(i) Mainland China

The Group holds a 13% effective interest in a wateatment project in Hohhot Municipality,
Inner Mongolia Autonomous Region and its shareeifprofit from this investment during the
six months ended 30 June 2007 amounted to HK$3omill

The reporting period witnessed further busineskutd of the Group’s 25%-owned REDtone

Telecommunications (China) Limited (“REDtone”), whi focuses on the provision of

discounted international call packages to mobilenghand fixed line subscribers in Shanghai. In
addition to its existing long distance domestic amdrnational discount calls service that caters
to the mass market, REDtone has extended its senfierings to upmarket customers. A
number of premium service initiatives have beemd¢ed based on REDtone’s new exclusive
“17991” short-code platform.

(G) Financial Review

The Group has centralised funding for all its operes. This policy achieves better control of
treasury operations and lower average cost of funds

The Group closely reviews and monitors its foregychange exposure. As at 30 June 2007,
total foreign currency borrowings (excluding Renmi(RMB”) borrowings) amounted to the
equivalence of HK$4,144 million and RMB loans amiaghto the equivalence of HK$86
million. Therefore, non-RMB total foreign currendprrowings and RMB loans represented
approximately 33% and 1% respectively, of the Giotmtal borrowings of HK$12,515 million
as at 30 June 2007. The Directors consider tlaGifoup’s property investments in the PRC
would benefit from the recent upward appreciatidnthre RMB. Furthermore, the upward
revaluation of the RMB has a negligible impact ba Group’s RMB loans, which only represent
a small proportion relative to the Group’s totatriowings.

The non-RMB total foreign currency borrowings of $#144 million mainly include the Fixed
Rate Bonds amounting to US$420 million (approxirnyakéK$3,262 million (net of direct issue
costs)). The Group has arranged cross currencg sweatracts amounting to US$417 million
to hedge the exchange rate exposure between Homg dadlars and United States dollars.

Out of the Group’s total borrowings as at 30 Jur@®72 HK$656 million (representing
approximately 5%) was repayable within one year$Ki&5 million (representing approximately
4%) was repayable in the second year, HK$7,664anilrepresenting approximately 61%) was
repayable in the third to fifth years and HK$3,#6iflion (representing approximately 30%) was
repayable over five years. The Group continueantontain most of its borrowings on an
unsecured basis, with unsecured debt accountingpproximately 97% of total borrowings as
at 30 June 2007. The Group will continue to obfaiancing on an unsecured basis whenever
possible, and supplement such borrowings with secproject financing as and when the need
arises.
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As at 30 June 2007, the gearing ratio for the Greap 25.8% (as at 31 December 2006: 34.8%),
calculated based on net debt of HK$8,824 milliom aareholders’ equity of HK$34,173
million.

As at 30 June 2007, the Group had outstandingesteate swap contracts which amounted to
HK$5.8 billion in total, enabling the Group to hedigs interest rate exposure and to have a more
stable interest rate profile in the next few years.

In terms of the Group’s available financial res@sr@as at 30 June 2007, the Group had total
undrawn bank loan and overdraft facilities of HK&Zb million and net cash on hand of
HK$3,691 million. In addition, the generation ¢fasg recurrent cashflows from the Group’s
investment property portfolio, hotel operations &vgistics, freight forwarding and warehousing
businesses provide the Group with a strong findpoaition, and enables the Group to reap the
benefits of investment opportunities as and whew #rise.

On 22 February 2007, Gainlead International Limited wholly-owned subsidiary of the
Company, issued convertible bonds in the aggregawunt of HK$2,350,000,000 (the
“Convertible Bonds”). The Convertible Bonds areazeoupon-based, have a maturity term of
five years until 22 February 2012 and are conviertibto the Company’s ordinary shares at a
conversion price of HK$52.65 per share (subjectatjustments). The issuance of the
Convertible Bonds provides a flexible and coste#int funding opportunity which is in the best
interest of the Group. Standard & Poor’s awardedGlonvertible Bonds with a “BBB-" credit
rating.

During the six months ended 30 June 2007, an agtggyincipal amount of HK$1,738,000,000
of the convertible bonds issued in 2005 has be@verted into an aggregate of 66,962,017
ordinary shares of HK$1 each in the Company. Syle# to 30 June 2007 and up to 14
September 2007, a further aggregate principal amoliK$467,000,000 of the convertible
bonds has been converted into an aggregate of 2,8,8% ordinary shares of HK$1 each in the
Company. The total conversion represents 88.2% lf entire issued principal of
HK$2,500,000,000.

(H) Investor Relations

The Group actively participates in meetings ande@mces to maintain regular communications
with financial analysts, fund managers and the sttve community. Set out below are the
investors’ conferences in which the Group had p@dted during the six months ended 30 June
2007 :

Date Event Organiser Venue

April 2007 Citigroup Asia Pacific Property  Citigroup Singapore
Conference

May 2007 JP Morgan Non-Deal Roadshow JP Morgan Hkaon

June 2007 Asia Pacific Regional Real EstateJP Morgan Bangkok
Conference

June 2007 Asian Investor Conference KBC Financial Hong Kong

Products
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() Directors and Staff

As at 30 June 2007, the Executive Directors of @mmpany were Messrs Ang Keng Lam
(Chairman), Wong Siu Kong (Deputy Chairman and Mgamg Director), Ho Shut Kan and Ma

Wing Kai, William, the Non-executive Director ofdhCompany was Mr Tse Kai Chi and the
Independent Non-executive Directors of the Compaage Messrs William Winship Flanz, Ku

Moon Lun and Lau Ling Fai, Herald. Messrs Chan Waig, William and Qian Shaohua have
been appointed as Directors of the Company witkcefrom 13 September 2007.

As at 30 June 2007, the Company and its subsididied 8,594 employees. Salaries of
employees are maintained at competitive levels evhdnuses are granted on a discretionary
basis. Other employee benefits include providemidfunsurance, medical cover, subsidised
educational and training programs as well as shiatien schemes.

Share Option Schemes

On 17 April 2002, the shareholders of the Compapr@ved the termination (to the effect that
no further options shall be offered) of the exemitshare option scheme adopted by the
Company on 27 March 1997 (the “1997 Share Optidre8&”) and the adoption of a new share
option scheme (the “2002 Share Option Scheme”).e 2002 Share Option Scheme is designed
to motivate executives and key employees and @iesons who may make a contribution to the
Group, and enables the Group to attract and retdimiduals with experience and ability and to
reward them for their contributions.

As at 30 June 2007, a total of 8,409,037 optiorreshavere outstanding which comprised
2,671,537 and 5,737,500 option shares granted uhdet997 Share Option Scheme and the
2002 Share Option Scheme respectively.

J) Outlook
(1) Mainland China Property Division

Since 2004, Mainland China’s central government hsrmittently issued macro-control
policies designed to rein in rapid increases irpprty prices in metropolitan areas. This year, the
government continued its effort to moderate priaggss through further tightening measures.
Among others, these included issuing directivesttitly enforce the land appreciation tax on
property developers and urging commercial banksliftot loan growth. More recently,
restrictions have been placed by the Shenzhen NpahiGovernment authorities on buyers from
Hong Kong and Macau limiting their purchases toyamte residential unit for personal use in
order to ensure the healthy development of Maint@hiha’s property market.

The Group maintains its view that these measurbghaare targeted primarily at the residential
sector, are unlikely to have a significant impaettbe Group, as it does not hold a substantial
proportion of residential sales properties withis portfolio in Mainland China. The Group’s
ongoing policy is to develop mixed-use propertyjgets, which has resulted in a diversified mix
of leased properties across the office, commearidlhotel sectors.
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Despite short-term industry corrections, therdtike ldoubt of the Mainland China Government's
resolution to steer the economy towards a softitepdsoing forward, the Mainland property
market is expected to record healthy growth, whighboth demand and investment driven.
Furthermore, industry analysts have predicted wiale Mainland China is entering a negative
interest environment, a migration of savings tohkigyield investments such as the property
market will be triggered, giving a further booste real estate sector. There have been no clear
signs of foreign investor interest being dampengdti® macro control measures, but it is
expected that the focus of foreign investment miaijt $0 longer-term projects that are not
speculative in nature, which supports the positudook for the Mainland property market.
Also supporting the inflow of foreign capital intthe Mainland property market is the
appreciation trend of the Renminbi, giving Mainlgrdperties greater upside potential in value.

The Group has the benefit of decades of experieegpertise and brand equity in the
development of prime office, commercial and apanir@mplexes in Mainland China. It will
continue to derive a stable source of recurrerdnme from its investment property portfolio and
to bring attractive returns to shareholders frostauned property sales.

To maintain positive momentum, the Group will cang to increase its landbank in Mainland

China. The Group made its first forays into Qinhg@deo, Shenyang and Chengdu during the
period under review, and will leverage its sucadsdévelopment model in Beijing, Shanghai

and Shenzhen in order to expand its presence @r fwbations of strategic value.

(i) Hong Kong Property Division

Overall, the Hong Kong property market has landededatively solid ground in tandem with
the sustained economic recovery. Robust fundansestath as strong market liquidity, low
mortgage rates, low land supply and real intersisrturning negative will continue to underpin
the value of Hong Kong properties.

The recent proposed plan set out by a Hong Kong &&Rernment think-tank to promote the
joint development of Hong Kong and Shenzhen is etqukto generate further demand across
the office, residential and retail sectors. Theppsed plan calls for fostering cross-border
business co-operation; creating a multiple-entectebnic smart card for Shenzhen permanent
residents entering Hong Kong; building a rail libetween the two cities’ airports; and
establishing a programme aimed at nurturing talent.

The broad-based recovery bodes well for the oveealdential sector, which continues to be a
beneficiary of the genuine revitalised demand androved investment sentiment. The luxury
sector will continue to outperform, underpinnectiigit supply. The mass market sector will also
receive encouragement from a number of positiveofacsuch as the stamp duty reduction for
residential properties under HK$2 million, the sggth of the job market, improved domestic
household incomes and strengthened financial sgcilihe Group aspires to build and manage
premium quality residences and to contribute to tbeeation of comfortable and
environmentally-conscious neighbourhoods.
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The continuing upward trend of office rentals, feelby strong demand from corporate tenants
and investment activities, has underpinned theh&urstrengthening of the office sector. The
Group is of the view that prime office space wibntinue to be in demand, particularly in light
of institutional capital inflows for acquiring quy office and commercial properties, as well as
the positive momentum driven by the Qualified Fgrelnstitutional Investor (QFIl) Scheme,
which further affirms Hong Kong’s unique positios the commercial gateway to Mainland
China.

Lifted by sustained domestic consumption and athgaburist sector, the commercial property
sector is well supported by strong fundamentals semtiments. Retail space rentals have been
on a continuing upward trend, with occupanciesngsio new levels. The Group’s optimistic
outlook is validated by the encouraging businedsme and visitor traffic recorded since the
opening in June 2007 of its major retail propetjegaBox”, in Kowloon Bay.

The momentum in the property market is expectedotdtinue through the second half of the
year. The Group remains confident of the long-tgnowth of the Hong Kong property market

and is committed to offering its tenants and resisiéhe most desirable environments, facilities
and services.

(i)  Logistics Network Division

Through its industry expertise, infrastructure istweents and extensive network, the Division
will continue to thrive on the growing demand opply chain management services towards
globalization. The Division will expand its busisesitiatives across Asia Pacific, Europe and
North America, and empower its customers worldvigleaising the visibility and efficiency of
their supply chains.

In the second half of the year, the Division wibintinue to expand in strategic markets in Asia
and Europe. Growth in Asia will be underpinned by @nhanced business portfolio and the
performance of KEAS in Mainland China, as well tisrsggthened logistics capabilities that fulfil

new China-ASEAN demands. Direct and self-owned afp@ns will also be added to the

Division’s expanding European presence, which dlyemvers Germany, Switzerland, Austria,
Poland, the Czech Republic, Belgium, Hungary, thethMrlands, the United Kingdom and

Spain.

The Division looks forward to taking its core stgéms and operations to a global scale. By
furthering horizontal collaboration with suppliedistributors, retailers and customers, it will
continue to create value for all participants alahg supply chain on a flattening global
platform.

(iv)  Infrastructure Division
The Division will remain the Group’s vehicle forstaining a steady recurrent source of income.

It will continue to evaluate and pursue viable istweent opportunities in infrastructure projects
that are capable of generating good financial nstand stable recurrent income for the Group.
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(V) Overall

The Group maintains a healthy portfolio of propgettgistics and infrastructure businesses.
These businesses constitute a well-balanced amsedtsarnings base, which generates a strong
recurrent income stream that helps stabilise theufs performance in the face of today’s
difficult-to-predict macro environment. The Grougllwemain proactive in identifying and
pursuing new investment opportunities in order @stain growth momentum and maximise
shareholder return.

CORPORATE GOVERNANCE
Compliance with Code Provisions under Appendix Iftee Listing Rules

During the six months ended 30 June 2007, the Coynpas complied with the provisions of

the Code on Corporate Governance Practices (thde'®oovision(s)”) as set out in Appendix 14

of the Rules Governing the Listing of Securitiestba Stock Exchange (the “Listing Rules”),

except for the deviation that there is no sepamabietween the roles of Chairman and Chief
Executive Officer. After due consideration, the Bbaroposed not to comply with this Code

Provision for reason that each Executive Directbrthe Company is delegated individual

responsibility to oversee and monitor the operatioha specific business unit, and to implement
the strategies and policies set by the Board. Tomgany's Chairman also ensures that the
Board works effectively and discharges its respulises, and that all key and appropriate

issues are discussed by the Board in a timely mraimeddition, the Company’s Independent
Non-executive Directors bring along strong indepste element to the Board’s deliberation.

Accordingly, the Board operates in a functional manwith clearly defined objectives,
strategies and responsibilities. Therefore, ther@amof the view that the separate appointment
of Chairman and Chief Executive Officer is not resagy.

Audit Committee

The Audit Committee of the Board has met to revike/ results and the financial statements of
the Group for the six months ended 30 June 2007 motdisagreement prior to recommending
them to the Board for approval. In reviewing thésancial statements, the Audit Committee has
discussed with the external auditor regarding te®manting policies adopted and, in particular,
the impact of the new HKASs and HKFRSs on the forstatements of the Group for the six
months ended 30 June 2007.

Remuneration Committee

During the six months ended 30 June 2007, the Rermation Committee of the Board has

reviewed the remuneration package of the Execiivectors for the year ending 31 December
2007 prior to recommending them to the Board fgrapal. The Remuneration Committee has
recommended to the Board to approve the salariesisilg allowances and pension

contributions of the Executive Directors of the Guany for the year ending 31 December 2007
and the payment of bonuses to the Executive Direatbthe Company for the year ended 31
December 2006.
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CLOSURE OF REGISTERS OF MEMBERS

The Registers of Members of the Company will besetbfrom Wednesday, 3 October 2007 to
Friday, 5 October 2007, both days inclusive, dumvigch period no transfer of shares will be
effected. In order to qualify for the interim dieidd for the six months ended 30 June 2007, all
share transfers accompanied by the relevant sharéficates must be lodged with the
Company’s branch share registrar and transfer eofiic Hong Kong, Tricor Abacus Limited
(formerly known as Abacus Share Registrars Limisgd}6/F, Tesbury Centre, 28 Queen’s Road
East, Wanchai, Hong Kong, for registration notrdaken 4:00 pm on Tuesday, 2 October 2007.
The dividend warrants and share certificates ferrtéw shares to be issued pursuant to the 2007
Interim Scrip Dividend Scheme will be distributed @ar about Wednesday, 14 November 2007.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’'S LISTE D
SECURITIES

Neither the Company nor any of its subsidiaries pacthased, sold or redeemed any of the
Company’s listed securities during the six montigesl 30 June 2007.

GENERAL INFORMATION

As at the date of this announcement, the Direaibtee Company are Messrs. Ang Keng Lam
Wong Siu Kon@, Ho Shut Kah, Ma Wing Kai, Williani, Chan Wai Ming, William, Qian
Shaohua, Tse Kai Cfij William Winship FlanZ, Ku Moon Lurf and Lau Ling Fai, Herafd

By Order of the Board
Ang Keng Lam
Chairman
Hong Kong, 14 September 2007

+

Executive Director

@  Non-executive Director
Independent Non-executive Director
for identification purpose only
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