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INTERIM RESULTS FOR THE SIX MONTHS ENDED 30 JUNE 2009

The Board of Directors (the “Board”) of Kerry Prapes Limited (the “Company”) announce the
unaudited interim results of the Company, its slibsies and associated companies (the “Group”)
for the six months ended 30 June 2009. The AudmRittee of the Board has met to review
the results and the financial statements of theu@for the six months ended 30 June 2009 prior
to recommending them to the Board for approval.

The Group’s consolidated net profit attributablesk@areholders for the six months ended 30 June
2009 as shown in the consolidated income statemast HK$1,880 million, representing a
decrease of 24% compared with HK$2,483 million regmb for the same period in 2008. The
Group measured its investment property portfolicadiair value basis and recorded an increase
in fair value of investment properties (net of defd taxation) of HK$890 million for the six
months ended 30 June 2009 (2008: HK$948 millioBefore taking into account the effects of
the aforementioned increase in fair value, the @roecorded a decrease of 36% in profit
attributable to shareholders to HK$990 million tbe six months ended 30 June 2009 (2008:
HK$1,535 million).

Earnings per share for the six months ended 30 200@ were HK$1.32, representing a decrease
of 24% compared with HK$1.74 per share for the sper@ed in 2008. The basis of calculating
the earnings per share is detailed in note 5 below.



The effect on the Group’s profit attributable t@astholders due to the net increase in fair value
of the Group’s investment properties and relat&cetéects is as follows:

Six months ended 30 Jun:

2009 2008
HK$ million  HK$ million Change
Profit attributable to shareholders before taking
into account the net increase in fair value of
investment properties and related tax effects 990 1,535 -36%
Add:
Net increase in fair value of investment
properties and related tax effects 890 948
Profit attributable to shareholders after taking
into account the net increase in fair value of
investment properties and related tax effects 1,880 2,483 -24%

The Directors have declared an interim dividen#ikf0.3 per share for the six months ended 30
June 2009 (2008: HK$0.3), which is payable on BridE8 September 2009 to shareholders
whose names appear on the Registers of Memberdseo€Company on Friday, 11 September
20009.

At the Company’s Annual General Meeting held on &N009, shareholders approved the final
dividend of HK$0.4 per share for the year ended8tember 2008 which amounted to a total of
approximately HK$571 million and was paid on 15 Nep9.



CONSOLIDATED INCOME STATEMENT

Turnover

Cost of sales

Direct operating expenses
Gross profit

Other income and net gains
Administrative expenses

Increase in fair value of investment properties
Operating profit before finance costs

Finance costs

Operating profit

Share of results of associated companies
Profit before taxation

Taxation

Profit for the period

Profit attributable to:
Company's shareholders
Minority interests

Interim dividend

Interim dividend per share

Earnings per share

- Basic

- Diluted

Note

2,3

Unaudited
Six months ended 30 June
2009 2008
HK$'000 HK$'000
(Restated)
5,404,729 6,977,052
(491,886) (731,093)
(3,081,671) (3,958,073)
1,831,172 2,287,886
229,011 506,644
(514,970) (478,670)
1,545,213 2,315,860
881,896 1,173,194
2,427,109 3,489,054
(42,096) (104,939)
2,385,013 3,384,115
594,097 180,529
2,979,110 3,564,644
(726,632) (846,013)
2,252,478 2,718,631
1,879,558 2,482,888
372,920 235,743
2,252,478 2,718,631
428,310 428,051
HK$0.30 HK$0.30
HK$1.32 HK$1.74
HK$1.31 HK$1.71




CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

Unaudited
Six months ended 30 June
2009 2008
HK$'000 HK$'000
Profit for the period 2,252,478 2,718,631
Other comprehensive income
Deferred tax charged to reserves (2,168 (14,191
Fair value gain/(loss) on available-for-sale investis 80,233 (151,514
Fair value gain on derivative financial instruments
- cash flow hedge of an associated company 1,881 9,924
Reversal of reserves on disposal of a subsidiary - (19,457
Exchange differences arising on translation of the
financial statements of the PRC and overseas
subsidiaries and associated companies 27,594 1,248,329
Other comprehensive income for the period (neawf t 107,540 1,073,091
Total comprehensive income for the period 2,360,018 3,791,722
Total comprehensive income attributable to:
Company's shareholders 1,977,808 3,190,875
Minority interests 382,210 600,847
2,360,018 3,791,722




CONSOLIDATED STATEMENT OF FINANCIAL POSITION

ASSETS AND LIABILITIES
Non-current assets
Property, plant and equipment
Investment properties
Leasehold land and land use rights
Properties under development
Land deposits
Associated companies
Available-for-sale investments
Long-term receivables
Goodwill

Current assets
Properties under development
Completed properties held for sale
Accounts receivable, prepayments and deposits
Tax recoverable
Tax reserve certificates
Listed securities at fair value through profit os$
Derivative financial instruments
Pledged bank deposits
Cash and bank balances

Current liabilities
Accounts payable, deposits received and accruageha
Taxation
Short-term bank loans and current portion of loagrtbank loans
Convertible bonds
Derivative financial instruments
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 Compasgseholders
Share capital
Share premium
Other reserves
Retained profits
Proposed dividend

Minority interests
TOTAL EQUITY

FINANCIAL HIGHLIGHTS

Equity attributable to the Company's sharehol@dss million)

Net borrowings (including bond$HK$ million)

Net asset value (attributable to the Company'se$tadders) per share
Gearing (Net borrowings / Equity attributable te thompany's shareholders)

Note

Unaudited Auditec
As at As a
30 June 31 Decembe
200¢ 200¢
HK$'000 HK$'00C
3,056,821 3,036,006
33,338,277 29,709,611
567,716 520,176
11,542,417 20,206,602
3,960,347 3,113,939
6,891,894 6,100,933
1,342,598 1,265,693
28,211 26,711
515,924 508,749
61,244,205 64,488,420
12,133,045 5,933,005
935,909 819,132
2,608,963 3,772,279
65,008 107,966
39,826 21,790
124,884 102,284
- 4,884
2,786 1,235
4,873,225 4,081,611
20,783,646 14,844,186
3,746,102 3,533,779
907,118 676,332
514,080 1,907,948
138,995 -
1,755 -
4,480 3,713
9,355 11,472
5,321,885 6,133,244
15,461,761 8,710,942
76,705,966 73,199,362
9,611,851 8,495,475
2,398,302 2,472,202
3,237,864 3,236,664
2,594,342 2,646,477
115,457 143,652
3,918,780 3,661,109
21,876,596 20,655,579
54,829,370 52,543,783
1,427,700 1,427,190
11,903,804 11,899,348
12,153,583 11,998,505
22,093,706 20,642,488
428,310 570,876
48,007,103 46,538,407
6,822,267 6,005,376
54,829,370 52,543,783
30 June 31 December
2009 2008
48,007 46,538
11,039 12,045
HK$33.63 HK$32.61
23.0% 25.9%



NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
1. Basis of preparation and accounting policies

These unaudited condensed consolidated interinmdinhstatements are prepared in accordance
with Hong Kong Accounting Standard (“HKAS”) 34 “Brim Financial Reporting” issued by the
Hong Kong Institute of Certified Public Accountan{$HKICPA”) and the disclosure
requirements of Appendix 16 to the Rules Goverrimg Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”)

These condensed consolidated interim financia¢stahts should be read in conjunction with the

2008 annual financial statements. Except as destihelow, the accounting policies used in the

preparation of these condensed interim financetkestents are consistent with those used in the
annual financial statements for the year ended &leBber 2008.

A number of new or revised standards and interpogiz are mandatory for the first time for the
financial year beginning 1 January 2009. The tetean be found in the annual financial
statements for the year ended 31 December 2008jor Maw or revised standards affecting the
Group include:

HKAS 1 (Revised), ‘Presentation of financial staéens’. The revised standard has introduced
a number of terminology changes (including revides for the condensed consolidated
financial statements) and has resulted in a nurabehanges in presentation and disclosure. In
particular, the Group presents all items of incamneé expense recognised in the period in two
statements: (i) the consolidated income statenteawisng components of profit or loss, and (ii)
the consolidated statement of comprehensive indeagenning with profit or loss and showing
components of other comprehensive income. Howél#€AS 1 (Revised) has had no impact on
the reported results or financial position of thep.

HKFRS 8, ‘Operating segments’. HKFRS 8 replacesAlSK14, ‘Segment reporting’. It
requires a ‘management approach’ under which segmérmation is presented on the same
basis as that used for internal reporting purposétKFRS 8 does not affect the Group’s
reportable segments.

‘Improvements to HKFRSs’ (issued in October 2008)The improvements include 35
amendments across 20 different standards thatlyactgify the required accounting treatment
where previous practice had varied, and have esbuit a number of changes in the Group’s
accounting policies. The only amendment includedmprovements to HKFRSs’ that has had
a material impact on the Group’s accounting padicgieethe amendment to HKAS 40, ‘Investment
property’ (and consequential amendments to HKASR@perty, plant and equipment).

After the amendment, investment property under ttoagon is now within the scope of HKAS
40. Where the fair value model is applied, suabperty is, therefore, measured at fair value.
However, where the fair value of investment propewnder construction is not reliably
determinable, the property is measured at costl tim earlier of the date construction is
completed and the date at which fair value becomkasbly determinable. For the six months
ended 30 June 2009, the Group’s share of the iseneafair value of investment property under
construction (net of deferred taxation) amountedk&758,955,000 (2008: nil).



. Basis of preparation and accounting policies (Conmiued)

The following new or revised standards and integirens have been issued, but not effective for
the financial year beginning 1 January 2009 anck ment been early adopted:

-  HKFRS 3 ( Revised), ‘Business combinations’
- HKAS 27 (Revised), ‘Consolidated and separate fir@rstatements’

-  HKAS 39 (Amendment), ‘Financial instruments: recitign and measurement’ — ‘Eligible
hedged items’

-  HK(IFRIC) — Int 17, ‘Distributions of non-cash asséo owners’

-  HK(IFRIC) — Int 18, ‘Transfers of assets from cumtys’ (effective for transfer of assets
received on or after 1 July 2009)

- Improvements to HKFRSs 2009

The Group is in the process of assessing the imphthese new or revised standards and
interpretations on its results of operation andriicial position.



2. Principal activities and segmental analysis of opations

(@) An analysis of the Group’s turnover and contiifn to operating profit for the six months
ended 30 June 2009 by principal activities and etsrls as follows:

Turnover Operating profit
Six months ended 30 June Six months ended 30 June
2009 2008 2009 2008
HK$'000 HK$'000 HK$'000 HK$'000
(Restated) (Restated)
Principal activities:
Property rental
- People's Republic of China ("PRC") 416,465 369,523 298,630 312,946
- Hong Kong 269,953 298,554 168,685 122,780
686,418 668,077 467,315 435,726
Property sales (Note)
-PRC 762,941 1,486,445 389,096 1,112,667
- Hong Kong 497,570 453,408 332,892 345,456
1,260,511 1,939,853 721,988 1,458,123
Hotel operations 109,441 208,906 10,005 87,884
Logistics and warehouse operations
- warehouse 210,619 220,585 134,813 127,991
- logistics 3,074,060 3,866,582 135,386 140,515
3,284,679 4,087,167 270,199 268,506
Infrastructure - - (225) (368)
Project, property management and others 63,680 73,049 33,835 (38,950)
5,404,729 6,977,052 1,503,117 2,210,921
Increase in fair value of investment properties - - 881,896 1,173,194
5,404,729 6,977,052 2,385,013 3,384,115
Principal markets:
PRC 2,826,421 3,817,493 1,443,962 2,707,414
Hong Kong 1,659,827 1,744,776 920,962 636,920
United Kingdom 290,890 560,648 13,756 23,340
Others 627,591 854,135 6,333 16,441
5,404,729 6,977,052 2,385,013 3,384,115

Note: Analysis of proceeds from sale of properties
Six months ended 30 June

2009 2008
HK$'000 HK$'000
Property sales proceeds (as above)
- PRC 762,941 1,486,445
- Hong Kong 497,570 453,408
1,260,511 1,939,853
Sales proceeds from investment properties
-PRC - -
- Hong Kong 614,451 250,880
614,451 250,880
Total property sales proceeds
-PRC 762,941 1,486,445
- Hong Kong 1,112,021 704,288
1,874,962 2,190,733




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

(b) An analysis of the Group’s revenue and resigdisthe six months ended 30 June 2009 by operating
segments is as follows:

Six months ended 30 June 2009

PRC Hong Kong Overseas Logistics and
Property Property Property Warehouse Infrastructure Others Eliminations Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK $'000 HK$'000
Revenue
Turnover 1,288,847 767,523 - 3,284,679 - 63,680 - 5,404,729
Inter-segment revenue - - - - - 34,078 (34,078) -
Inter-segment interest income - - - - - 248,748 (248,748) -
1,288,847 767,523 - 3,284,679 - 346,506 (282,826) 5,404,729
Results
Segment results before increase in fair
value of investment properties 647,924 573,745 (1,063) 285,080 (210) 226,415 (248,748) 1,483,143
Increase in fair value of investment properties 698,086 183,810 - - - - - 881,896
Segment results 1,346,010 757,555 (1,063) 285,080 (210) 226,415 (248,748) 2,365,039
Dividend income - 21,180 6,984 - - - - 28,164
Interest income 13,684 5,584 1,275 3,269 777 9,317 - 33,906
Interest expenses (8,858) (45,768) - (18,150) (792) (217,276) 248,748 (42,096)
Operating profit/(loss) 1,350,836 738,551 7,196 270,199 (225) 18,456 - 2,385,013
Share of results of associated companies 450,424 6,920 36,148 71,834 31,054 (2,283) - 594,097
Profit before taxation 1,801,260 745,471 43,344 342,033 30,829 16,173 - 2,979,110
Taxation (566,084) (88,251) (5,570) (60,389) - (6,338) - (726,632)
Profit for the period 1,235,176 657,220 37,774 281,644 30,829 9,835 - 2,252,478
Profit attributable to:
Company's shareholders 897,616 654,026 37,774 249,469 30,838 9,835 - 1,879,558
Minority interests 337,560 3,194 - 32,175 9) - - 372,920
1,235,176 657,220 37,774 281,644 30,829 9,835 - 2,252,478
Six months ended 30 June 2008 (Restated)
PRC Hong Kong Overseas Logistics and
Propert Propert Propert Warehouse Infrastructure Others Eliminations Consddidat
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 400 HK$'000
Revenue
Turnover 2,064,874 751,962 - 4,087,167 - 73,049 - 6,977,052
Inter-segment revenue 1,668 - - - - 15,237 (16,905) -
Inter-segment interest income - - - - - 320,037 (320,037) -
2,066,54. 751,96: - 4,087,16 - 408,32 (336,942 6,977,05.
Results
Segment results before increase in fair
value of investment properties 1,470,183 506,221 (2,514) 283,542 (298) 300,728 (320,037) 2,237,825
Increase in fair value of investment properties 71,583 5,621 - - - - - 1,173,194
Segment results 2,637,756 511,842 (2,514) 283,542 (298) 300,728 (320,037) 3,411,019
Dividend income - 22,083 11,268 - - - - 33,351
Interest income 16,356 2,856 8 9,191 1,304 14,969 - 44,684
Interest expenses (27,126) (87,573) - (24,227) (1,374) (284,676) 320,037 (104,939)
Operating profit/(loss) 2,626,986 449,208 8,762 268,506 (368) 31,021 B 3,384,115
Share of results of associated companies (2,904) 28,297 22,698 106,240 30,298 (4,100) - 180,529
Profit before taxation 2,624,082 477,505 31,460 374,746 29,930 26,921 - 3,564,644
Taxation (801,896) 5,492 - (43,415) - (6,194) - (846,013)
Profit for the perio 1,822,18 482,99 31,46( 331,33: 29,93( 20,727 - 2,718,63
Profit attributable to:
Company's shareholders 1,619,696 482,737 31,460 298,295 29,974 20,726 - 2,482,888
Minority interests 202,490 260 - 33,036 (44) 1 - 235,743
1,822,18 482,99 31,46( 331,33 29,93( 20,723 - 2,718,63
. , . . .
(c) An analysis of the Group’s total assets afatuhe 2009 by operating segments is as follows:
As at 30 June 2009
PRC Hong Kong Overseas Logistics and
Property Property Property Warehouse Infrastructure Others Eliminations Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK $'000 HK$'000
Total assets 36,981,058 31,129,111 1,790,031 11,473,139 887,624 33,954,795 (34,187,907) 82,027,851
As at 31 December 2008
PRC Hong Kong Overseas Logistics and
Propert Propert Propert Warehouse Infrastructure Others Eliminations Consddidat
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK00 HK$'000
Total assets 34,583,827 31,095,091 1,739,343 11,312,197 853,847 32,794,682 (33,046,381) 79,332,606




3. Operating profit

Six months ended 30 June

2009 2008
HK$'000 HK$'000
Operating profit is stated after crediting/charging following :
Crediting
Dividend income from listed and unlisted investnsent 28,164 33,351
Interest income 33,906 44,684
Gain on sale of properties 895,846 1,287,580
Gain on disposal of certain equity interest in ¢erRRC projects - 254,344
Gain on disposal of a subsidiary which held 15%agtiffe interest
in Beijing COFCO Plaza - 124,348
Charging
Depreciation and amortisation 110,331 111,481
Total finance costs incurred 288,361 368,710
Less: amount capitalised in properties under devedopm (224,709 (243,726
63,652 124,984
Fair value gain on derivative financial instruments (21,556) (20,045)
42,096 104,939
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4. Taxation

2009 2008
HK$'000 HK$'000
The taxation (charge)/credit comprises:
PRC taxation
Current (373,296 (482,082
Deferred (214,992 (335,406
(588,288) (817,488)
Hong Kong profits tax
Current (83,919 (93,992
Overprovision in prior years 21 145
Deferred (38,524 83,803
(122,422) (10,044)
Overseas taxation
Current (17,274 (21,496
Deferred 1,352 3,015
(15,922) (18,481)
(726,632) (846,013)

Six months ended 30 June

Hong Kong profits tax has been provided at the cht26.5% (2008: 16.5%) on the estimated
assessable profit for the six months ended 30 2008. Income tax on PRC and overseas
profits has been calculated on the estimated agdesprofit for the six months ended 30 June
2009 at the respective rates of taxation prevailindpe PRC and the overseas countries in which
the Group operates.

Land appreciation tax in the PRC is levied on priipe developed by the Group for sale, at
progressive rates ranging from 30% to 60% on thgreagpation of land value, which under the
applicable regulations is calculated based on tbhegeds of sales of properties less deductible
expenditures including land costs, borrowing casis all property development expenditures.

-11-



5. Earnings per share

Basic

Basic earnings per share is calculated by dividing the padfiibutable to shareholders of the Company by the wedhte

average number of shares in issue during the period

Weighted average number of shares in issue

Profit attributable to shareholders

Basic earnings per share

Diluted

Six months ended 30 June

2009 2008
1,427,337,842 1,424,808,198
HK$'000 HK$'000
1,879,558 2,482,888
HK$1.32 HK$1.74

Diluted earnings per share is calculated by adjusting tlditm@ttributable to shareholders of the Company and thghted

average number of shares outstanding for the sffefcall 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

-12-

Six months ended 30 June

2009 2008
1,427,337,842 1,424,808,198
49,296,291 49,296,291
2,852,372 4,727,434
1,479,486,505 1,478,831,923
HK$'000 HK$'000
1,879,558 2,482,888
54,355 51,588
1,933,913 2,534,476
HK$1.31 HK$1.71




6. Accounts receivable, prepayments and deposits

Included in accounts receivable, prepayments ampogits are trade receivables. The Group
maintains a defined credit policy. The ageing wsialof trade receivables as at 30 June 2009 is

as follows:

Below 1 month
Between 1 month and 3 months
Over 3 months

As at As at

30 June 31 December
2009 2008
HK$'000 HK$'000
1,080,364 1,642,879
405,597 504,211
92,881 149,115
1,578,842 2,296,205

7. Accounts payable, deposits received and accrued clgas

Included in accounts payable, deposits receivedamadued charges are trade payables. The
ageing analysis of trade payables as at 30 Jur@i2@3 follows:

Below 1 month
Between 1 month and 3 months
Over 3 months

8. Bank loans

Bank loans - unsecured
Bank loans - secured

Total bank loans (note (i))
Less : Short-term bank loans and current portion of
long-term bank loans

As at As at

30 June 31 December
2009 2008
HK$'000 HK$'000
480,555 533,349
167,121 182,299
81,626 105,068
729,302 820,716

As at As at

30 June 31 December
2009 2008
HK$'000 HK$'000
9,484,801 9,794,886
641,130 608,537
10,125,931 10,403,423

(514,080) (1,907,948)
9,611,851 8,495,475
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8. Bank loans (continued)

(i) As at 30 June 2009, the Group’s bank loans werayadge as follows:

As at As at
30 June 31 December
2009 2008
HK$'000 HK$'000
Within one year 514,080 1,907,948
In the second to fifth year
- In the second year 5,989,884 623,355
- In the third year 2,739,042 7,017,424
- In the fourth year 58,6064 52,559
- In the fifth year 745,044 741,165
9,532,576 8,434,503
Wholly repayable within five years 10,046,656 10,342,451
Over five years 79,275 60,972
10,125,931 10,403,423

9. Convertible bonds

During the six months ended 30 June 2009, therebesesh no conversion of the convertible
bonds into shares of the Company by the bondholdedsno redemption of the convertible
bonds. Details of the convertible bonds can be doom the annual financial statements for the
year ended 31 December 2008.

10. Commitments

At 30 June 2009, the Group had capital commitmentgspect of interests in leasehold land,
properties under development, property, plant agdipenent and investment in associated
companies not provided for in these financial stetets as follows:

As at As at

30 June 31 December
2009 2008
HK$'000 HK$'000
Contracted but not provided for 5,703,575 6,260,863
Authorised but not contracted for 189,258 228,869
5,892,833 6,489,732

-14-



11. Contingent liabilities

(a) Guarantees for banking and other facilities

(b)

As al As a
30 June 31 Decembe
200¢ 200¢
HK$'000 HK$'00C
Guarantees for banking and other facilities
of certain associated companies and investee
companies (note (i)) 2,131,539 2,054,096
Guarantees to certain banks for mortgage
facilities granted to first buyers of
certain properties in the PRC (note (ii)) 207,329 -
2,338,86! 2,054,09

()

(ii)

The Group has executed guarantees for banking #ret €acilities granted to certain
associated companies and investee companies. fllls@diamount of such facilities

covered by the Group’s guarantees which also repted the financial exposure of the
Group as at 30 June 2009 amounted to approximati€f2,131,539,000 (31 December
2008: HK$2,054,096,000). The total amount of stadilities covered by the Group’s
guarantees as at 30 June 2009 amounted to apptekimidK$2,591,406,000 (31

December 2008: HK$2,570,349,000).

The Group has executed guarantees to certain fanksortgage facilities granted to first
buyers of certain properties developed by the Giaupe PRC. The utilised amount of
such facilities covered by the Group’s guaranteéschvalso represented the financial
exposure of the Group as at 30 June 2009 amoumiggproximately HK$207,329,000 (31
December 2008: nil). The total amount of such liftees covered by the Group’s

guarantees as at 30 June 2009 amounted to apptekimidK$1,751,345,000 (31

December 2008: HK$1,714,054,000).

Other guarantees and undertakings

The deed of guarantee to the Government of the Hkamg Special Administrative Region in
respect of Western Harbour Crossing has been digeti@n 5 February 2009.

Apart from the above, there are no material chamgesntingent liabilities of the Group since
31 December 2008.

-15-



12.

13.

Pledge of assets

As at 30 June 2009, the Group’s total bank loars @rerdrafts of HK$10,139,766,000 (31
December 2008: HK$10,418,608,000) included an aggecamount of HK$9,494,156,000 (31
December 2008: HK$9,806,358,000) which is unsecuaed an aggregate amount of
HK$645,610,000 (31 December 2008: HK$612,250,000)ckv is secured. The securities
provided for the secured banking facilities avd#atio the Group are as follows:

() legal charges over certain properties and portitiasi of the Group with an aggregate net
book value of HK$5,059,264,000 (31 December 2008$%4047,756,000);

(i) charges on bank balances amounting to HK$2,78@@DM®ecember 2008: HK$1,235,000)
of certain subsidiaries of the Group; and

(i) assignments of insurance proceeds of certain piepa@f the Group.

Comparative figures

Certain comparative figures have been reclassiiiedonform to current period presentation.
These reclassifications have no effect on the divesults or financial position of the Group.

In previous period, sale proceeds and the relatestl af sales of investment properties were
presented in the consolidated income statementnatitinover, cost of sales and direct operating
expenses respectively. The Group has made ceeiaessifications so as to conform to current
period presentation.

The following is a summary of the effects of congtime figures which have been reclassified in
the consolidated income statement:

Six months ended 30 June 2008

HK$'000
Decrease in turnover (250,880)
Decrease in cost of sales (172,060)
Decrease in direct operating expenses (7,355)
Increase in other income and net gains 71,465
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MANAGEMENT DISCUSSION AND ANALYSIS
(A)  Overall Results

Turnover of the Group for the six months ended 86eJ2009 was HK$5,405 million, which
registered a decrease of 23% when compared withtuireover of HK$6,977 million for the
corresponding six months ended 30 June 2008. Tbap® turnover mainly comprises proceeds
from the sales of properties, rental income as waslirevenue from hotel operations, warehouse
operations and logistics services. The decreatgmover during the period was mainly due to the
decrease in property sales in Mainland China aediétrease in logistics revenue.

Profit attributable to shareholders before takimgpiaccount the net increase in fair value of
investment properties and related tax effects Hier 2ix months ended 30 June 2009 was HK$990
million (2008: HK$1,535 million), representing aalease of 36% over the period.

During the six months ended 30 June 2009, thenoeease in fair value of the Group’s investment
properties and related tax effects in the aggregiateunt of HK$890 million (2008: HK$948 million)
was recognised in the Group’s consolidated incaaement.

The effect of the Group’s profit attributable taasbholders due to the net increase in fair valubef
Group’s investment properties and related tax &ffescas follows:

Six months ended 30 Jun

2009 2008
HKS$ million  HK$ million Change
Profit attributable to shareholders before taking
into account the net increase in fair value of
investment properties and related tax effects 990 1,535 -36%
Add:
Net increase in fair value of investment
properties and related tax effects 890 948
Profit attributable to shareholders after taking
into account the net increase in fair value of
investment properties and related tax effects 1,880 2,483 -24%

(B) Mainland China Property Division

During the six months ended 30 June 2009, the Ggdvpinland China Property Division recorded
a turnover of HK$1,289 million (2008: HK$2,065 nolh) and a net profit attributable to the Group
of HK$898 million (2008: HK$1,620 million), afteaking into account the increase in fair value of
investment properties (net of deferred taxationfkif737 million (2008: HK$862 million).

During the period under review, despite the impaaised by the global financial tsunami on the

Chinese economy and its real estate market, thepGhas made solid progress in rolling out its
property development and sales plans to furthdd lmu its premier portfolio of properties.
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(1) Investment Properties

During the six months ended 30 June 2009, the Ggeupgrated rental income and operating profit of
HK$417 million and HK$298 million, respectively @8: HK$370 million and HK$313 million,
respectively), from its portfolio of investment pegties in Mainland China.

As at 30 June 2009, the Group maintained an inwgsinproperty portfolio of residential,
commercial and office properties in Mainland Chimiéh an aggregate gross floor area (“GFA”) of
3.83 million square feet (as at 31 December 20083 3million square feet). Their respective
composition and occupancy rates were as follows:

As at 30 June 20009:

Group’s
attributable
Beijing Shanghai Shenzher Fuzhou GFA Occupancy
('000 square feet) rate
Office 711 682 815 - 2,208 78%
Commercial 98 443 107 64 712 90%
Residential 277 628 - - 905 65%
1,086 1,753 922 64 3,825
As at 31 December 2008:
Group’s
attributable
Beijing Shanghai Shenzhe Fuzhot GFA Occupancy
(’000 square feet) rate
Office 711 682 815 - 2,208 79%
Commercial 98 443 107 64 712 91%
Residential 277 628 - - 905 74%
1,086 1,753 922 64 3,825

Comparative occupancy rates of key investment ptiggan Mainland China are set out below:

Occupancy rate as a Occupancy rate as at
Property 30 June 2009 31 December 2008
Beijing Kerry Centre » 81% 90%
Shanghai Kerry Centre 78% 86%
Kerry Everbright City Phase | 86% 81%
Central Residences Phase Il Towers 1 and 3 69% 73%
Shenzhen Kerry Plaza Phase | 63% 60%

" excluding Shangri-La’s Kerry Centre Hotel

The Group’s new luxury residential project in Shaaigs Changning District, Central Residences
Phase I, received a satisfactory market respansleet leasing of its units. As at 30 June 2009, 144
units out of the total of 214 units of Towers 1 &hdf Central Residences Il were leased as serviced
apartments, representing 69% of its GFA of appraxaty 478,000 square feet.

Kerry Plaza Phase |, a Grade-A office complex mtoje Shenzhen’s central district, generates a GFA
of approximately 805,000 square feet. About 63%hefGFA was leased out as at 30 June 2009, with
a tenant profile comprising mainly large internaibenterprises, information technology companies
and multinational banks.
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(i) Sales of Properties

In Mainland China, sales of properties during tlve months ended 30 June 2009 contributed
turnover and operating profit of HK$763 million akiK$389 million, respectively (2008: HK$1,486
million and HK$1,113 million, respectively), drivemainly by the contribution from Kerry
Everbright City Phase Il in Shanghai, includingesabf residential units at Le Loft and office urats
Enterprise Square office tower. During the perigdpperties introduced for pre-sale include
Parkview Residence in Hangzhou, Gemini Grove iniBgand Lakeview in Yangzhou, all of which
have received a positive market response.

Located in Zhabei District, Kerry Everbright Citynjeys excellent location advantage and
accessibility. Phase Il of the project is a mixeg-development comprising Phases A and B with an
aggregate GFA of approximately 1.6 million squagetf As at 30 June 2009, out of a total of 1,167
Le Loft residential units, 1,009 units, or 86%, &epld. Some 50%, or 216 units out of a total & 43
office units, of Enterprise Square was also sokle f Le Loft benefited from Kerry Properties’
established reputation for excellent quality ancenged a satisfactory market response to its phased
launches.

(i)  Properties under Development

While the real estate market in China moved intooaection phase in the first half of 2009, the

Group’s premier property projects across variousvipces and cities progressed as planned. With
abundant funds in the market and low interest rates Group is able to enjoy more favourable

financing terms for project development.

Shanghai

A mixed-use development lying in the heart of Sheailg business area, Jing An District, Jing An
Kerry Centre continued on schedule with constructi@rk. Jing An Kerry Centre project is being
co-developed by the Group and Shangri-La Asia lait(“*Shangri-La”), with respective
shareholdings of 51% and 49%. This joint ventuggmt includes the development of a deluxe hotel,
a Grade-A office tower up to international standaathd upscale shopping mall properties, with an
aggregate GFA of approximately 2.75 million squaet, all scheduled to complete in 2012.

The Group also holds a 40.8% interest in Kerry Bldek Pudong District, a mixed-use property
project now at the superstructure constructionest&guated close to the Shanghai New International
Expo Centre, the joint venture project is locatetha core of Huamu District in Pudong New Area,
and includes a hotel, offices, an apartment-stgieelh commercial properties and related ancillary
facilities, targeted for completion by the thirdagter of 2010.

The construction of Phase Il of the Kerry Everbtigity project is expected to commence by the
end of 2009. Development of Phase IIl will includehotel, retails and offices with a GFA of
approximately 1.09 million square feet. The Growgidh a 74.25% interest in the project and it is
expected to be completed in 2012.
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Beijing

In Beijing, the Group has unveiled its first prayeproject designated for sale. Gemini Grove is an
upscale residential property project in Xinyuadkivering a GFA of approximately 500,000 square
feet (inclusive of commercial and underground greéwhich the apartments yield a total GFA of
approximately 331,000 square feet. The 71%-ownealieGrove is located in Yansha District, a
neighbourhood offering an array of upscale lifestidcilities, as well as the luxury of lush gregner
and woods being conserved in the area. Yanshalisegarded as the most livable internationalized
community in the centre of the capital. The projecmprises two towers (East and West Towers)
where 317 units will become available upon completf the construction work in August 2009. As
at 30 June 2009, 123 units were sold.

Shenzhen

Kerry Plaza Phase Il offers Grade-A office spacth\ai GFA of approximately 850,000 square feet.
Construction works are now in progress and aredsdbd for completion in 2011. This new project
will represent another major landmark by the Graipngthening its position in the Grade-A office
sector in Shenzhen.

Tianjin

The Group’s mixed-use property project in Hedongtiit, Tianjin, lies at the Tianjin South Railway
Station CBD. The project is adjacent to the Tiamjinancial Street neighbourhood overlooking the
Haihe, andenjoys a convenient transportation netwdrke development blueprint includes a hotel,
Grade-A offices, upscale residential accommodattopping mall and serviced apartments, with a
total GFA of approximately 5.67 million square fe€he project leverages the combined experience
of the respective joint venture parties in hoteinmercial and residential developments. The Group
holds a 49% interest in this project, which is nowthe construction phase, with completion
scheduled in phases between 2011 and 2013. Upopleton, the project is poised to add another
iconic landmark to the city skyline of Tianjin.

Hangzhou

The Group continues to roll out its planned develept for the two sites in Xiacheng District,
Hangzhou. The first site is located at the busygtion of Yan’an Road and Qingchun Road, close to
the future interchange station for Metro Lines &l & Commanding a prime location in the heart of
Hangzhou and adjacent to the Xihu (West Lake),dite is designated for the development of a
mixed-use property incorporating a hotel, officegpartments and a large-scale commercial
name-brand complex with a GFA of approximately Blion square feetWith the project’s
schematic design about to complete, piling worlssmheduled to commence by the first quarter of
2010. On expected completion by 2012 in phasespihject will become a major new landmark in
Hangzhou.

The second site in Xiacheng District is earmarkedrésidential development and is designed to
become one of the largest and most emblematic comtiess in the city’s northern old town.
Configured to deliver a GFA of approximately 2.7llilmn square feet, the Parkview Residence is
positioned as a stylish luxury residence. Situatethe city’s public transport hub and with theycit
centre itself only about 12 kilometres away, theallgpment promises convenient access. The project
is expected to be completed in phases by 2012 pidwsales for Parkview Residence in December
2008 have met with an overwhelming market resporaalating the competitiveness of the project.
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Nanjing

The Group and Shangri-La are jointly developingremp site at Zhong Yang Road in Gu Lou
District, Nanjing.Located at the heart of Nanjing, the site has aa af 183,000 square feet, and is
designated for the development of a mixed-use prajemprising hotel and commercial properties
with a total GFA of approximately 915,000 squaretfeThe Group holds a 45% interest in this
project, which is now in the planning phase witihgtouction works to be rolled out in early 2010. As
the provincial capital of Jiangsu, Nanjing is enéowwith rich tourism resources, including the
heritage sites of the shipyards which built thedtee ships, a National 3A tourist spot.

Chengdu

The Group’s site for a residential property develept in Chengdu, the provincial capital of Sichuan
Province, is situated in the southern part of tierigdu High-Tech Industrial Development Zone.
The site is expected to yield a total developalf& Gf approximately 6.9 million square feet. The
area has been zoned as Chengdu’s future centiakelsadistrict, and will incorporate facilities suc

as convention centres, an embassy zone, five-stalsha business area and a technology park. The
project also lies close to the city’s main trafidery and municipal park, placing it in the ideal
neighbourhood for the development of luxury resasn Foundation excavation works on Phase | of
the project are currently in progress, with cordtamn works scheduled for completion in phases
between 2011 and 2012.

Nanchang

The Group, through a joint venture with Shangri-legs rolled out a mixed-use property
development in Nanchang, the provincial capitaliahgxi Province. The project site is located next
to the government offices in the heart of Honggwantral district, and has an area of approximately
514,000 square feet suitable for development intoixed-use complex comprising hotel, offices,
commercial and high-end apartments, yielding a @FApproximately 2.57 million square feet. The
Group holds an 80% interest in the project. Nanghiana city in Central China with tremendous
growth prospects. The project site is located im@@a earmarked as the new administrative centre of
Nanchang and offers impressive river viewsith the project’s schematic design currently in
progress, construction works will commence in ed&B10 and the project is expected to be
completed in phases between 2012 and 2015.

Changsha

In Changsha, the provincial capital of Hunan Progirthe Group is engaged in the development of a
61%-held joint venture residential and commercialperty project located in the Tianxin District.
The site lies to the west of provincial governmeffices and offers exquisite river vista of the Xga
Jiang. The project is expected to yield a GFA giragimately 3.3 million square feet. Piling works
are due to begin in the fourth quarter of 2009 praject completion is scheduled to take place in
phases between 2011 and 2013.
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Shenyang

The Group’s site in Shenyang, the capital of LiagnProvince, is located on the eastern side of
Qingnian Street and to the south of Qingnian P&thkenyang is not only the largest industrial
municipality in Northeastern China, but also an amant city with rich tourism resources. Shenyang
Kerry Centre is located in the core area of thgsciandmark zone, the Golden Corridor (Qingnian
Street), and stretches across an area of appratymaB6 million square feet, delivering a GFA of
approximately 14 million square feet. The site Wil developed into a mixed-use project consisting
of a hotel, offices, shopping mall, residences apdrtments. The development is now in the
conceptual design phase. The residential construetiork of Phase | is expected to commence in
early 2010. The project is expected to be completguhases between 2013 and 2021. The Group
holds a 60% interest in the project.

Yangzhou

The residential portion of the Group’s hotel anxuity residential project in Xincheng West District,
Yangzhou, is expected to complete at the end oy¢lae. Pre-sales of 58 selected units of one of the
residential towers have taken place of which, é0atune 2009, 55 units were sold (sold ratio being
approximately 95%), reflecting a satisfactory mamesponse. Upon completion of the entire project
by 2011, the development will generate a GFA ofrapimately 937,000 square feet.

Qinhuangdao

The Group’s seafront deluxe residential projecQinhuangdao, Hebei Province, is currently in the
planning stage. This development is designed tdyme a GFA of approximately 4.76 million square
feet, with phased completion by 2013. Qinhuangdaa major external trading port and famous
tourist destination in Northern China with excetlenonomic advantages and development potential.

Manzhouli

Development of the residential and commercial priypproject in Manzhouli, Inner Mongolia, is
expected to complete in phases up to 2012. Manzli®mw major border city in terms of road
transport links for the Sino-Russian trade, enjgyimique geographical advantages. The project is
expected to deliver a developable GFA of approxatya®27,000 square feet, the Phase | residential
portion of which is scheduled for pre-sale in themd quarter of 2010. Occupation of the first batc
of residential units is expected to take placénenthird quarter of 2010.

Tangshan

The Group’s project in Tangshan is located on D&aad in Feng Huang Xin Cheng and has a total
site area of approximately 1.02 million square .féldie Group has formed a joint venture with
subsidiaries of Shangri-La and Allgreen Propertienited in respect of the development of the
project. The site will be developed into hotel,idestial and complementary commercial properties
with a total GFA of about 2.99 million square fe€éhe Group holds a 40% interest in the joint
venture project. Tangshan is an important coagtab€ Northern China. Lying in close proximity to
Beijing and Tianjin, Tangshan has promising protpéar development. The Group believes the joint
venture project will in the long term contributenstderable and sustainable earnings. Construction
works are expected to commence during the yeasemeduled to complete in 2012.
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Qufu

The Group’s hotel development in Qufu, Shandong/iRoe, lies in the new business centre along
the city’s central axis, and yields a GFA of appnoately 658,000 square feet. The project was sold
to Shangri-La in July 2009 at a profit.

(iv)  Shangri-La’s Kerry Centre Hotel, Beijing

During the six months ended 30 June 2009, Sharajs-Kerry Centre Hotel, Beijing contributed
turnover and related operating profit of HK$109 lioil and HK$10 million, respectively (2008:
HK$209 million and HK$88 million, respectively), drachieved an average occupancy rate of 42%
(2008: 73%).

(C)  Hong Kong Property Division

During the six months ended 30 June 2009, the Hkonyg Property Division reported a turnover of
HK$768 million (2008: HK$752 million) and a net fitoattributable to the Group of HK$654
million (2008: HK$483 million), after taking intocaount the increase in fair value of investment
properties (net of deferred taxation) of HK$153limil (2008: HK$75 million).

The main contributions to the Division’s turnoveene made by sales of 15 Homantin Hill and
SOHO 38. The disposal of certain units in Belgrals made contribution to profit of the Group.

The Division commands a balanced portfolio of pemassets, in particular in the exclusive locales
on the Island side where supply is highly restdctproviding the basis for the development of
projects to help the Division maintain its strongpwth momentum. Such portfolio comprises
completed projects available for sale, investmemperties and a number of properties under
development or land bank to be developed, whiclpshekcure satisfactory returns from property
sales and a stable stream of recurrent income ifreastment premises.

(1) Investment Properties

In the first six months of 2009, rental turnoverdaoperating profit derived from the Group’s
investment property portfolio in Hong Kong were HX® million and HK$169 million, respectively
(2008: HK$299 million and HK$123 million, respedly).

As at 30 June 2009, the Group held an investmergepty portfolio of residential, commercial and
office properties in Hong Kong with an aggregateAG# 2.60 million square feet (as at 31
December 2008: 2.64 million square feet). The kieak of GFA and the respective occupancy rates
were as follows:

As at 30 June 2009 As at 31 December 2008
Group’s Group’s
attributable GFA Occupancy attributable GFA Occupancy
(000 square feet) rate (000 square feet) rate
Residential 723 92% 618 ™~ 93%
Commercial 1,194 94% 1,194 96%
Office 645 96% 645 98%
2,562 2,457

x  excluding Belgravia
xx excluding Belgravia and Tavistock

-23-



Enterprise Square Five/“MegaBox”

The Group’s retail and leisure flagship, “MegaBax"East Kowloon, reported a leased rate of 96%
as at 30 June 2009 (as at 31 December 2008: 9#%}¥ fb.1 million square feet of space. The mall
will continue to optimize its tenant mix, leadinget way for local consumers and tourists to a
top-class retail environment and the foremost éatenent and dining experiences.

The two Grade-A Enterprise Square Five office t®mMeave an aggregate GFA of approximately
519,000 square feet. Kowloon Bay has put on a nawe fconsistent with East Kowloon’'s
transformation into a new business and tourismreemthich is attracting new tenants in particular
an increasing number of large enterprises. As afBte 2009, the Enterprise Square Five office
towers were 99% (as at 31 December 2008: 99%)dease

(i) Sales of Properties

During the six months ended 30 June 2009, turntreen sales of completed properties of HK$498
million (2008: HK$453 million) and proceeds fromesaof investment properties of HK$614 million
(2008: HK$251 million) delivered an operating ptasf HK$333 million (2008: HK$345 million).
These were primarily derived from sales of complgieoperties of 15 Homantin Hill and SOHO 38,
as well as investment property of Belgravia.

Despite the impact of the global financial crisistbe local economy, Hong Kong enjoys the support
of China as well as abundant sources of fundingnf@ market which, coupled with the low
prevailing interest rates, has the capability tovedlrdemand by investors and home owners for
premier properties demonstrating good potentialildByg on its expertise in designing and
conceiving prime-quality deluxe residential progcdhe Group achieved satisfactory sales results
during the period under review. The pre-sale omiRose Hill residential units in Tsuen Wan in June
2009 also received strong buyer support.

(i)  Properties under Development
First Street/Second Street, Mid-Levels West

Construction of the residential project on Firste8t/Second Street in Mid-Levels West is drawing
close to completion. This residential and commémiaject, co-developed with the Urban Renewal
Authority, will yield 488 residential units with aorporated commercial space rendering a total GFA
of approximately 410,000 square feet, and is sl&dethunch by the end of 2009. Located in Island
West, the project is situated in an exclusive am$tigious locale with an excellent school network.
The project has already generated strong marketeistt, and is expected to become a market hotspot
on its official launch.

Primrose Hill, Tsuen Wan

The Group’s pre-sale of its landscaped garden juxesidence, Primrose Hill, on Kwok Shui Road,
Tsuen Wan, starting in June 2009 was a resoundiogess and received an overwhelming market
response. Primrose Hill enjoys unobstructed viemelzenefits from the greenery of the Tai Mo Shan
Country Park. Designed around an In-and-Out archital concept, the residences and clubhouse are
laid out to leverage the outdoor natural vista Wwhiceates a natural backdrop for the interior. talto

of 548 units across a saleable area of approxigndtd,000 square feet are on offer, of which 342
units, or 62% of the total, have been sold. Theaiamg units are expected to be put up for sale on
the official completion of the project in the firgiarter of 2010.
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Ap Lei Chau

Construction works are underway at the Group’s 3&26-joint venture residential project in Ap Lei
Chau. The Group will share an attributable GFA ppraximately 320,000 square feet from this
development on its anticipated completion in thestfiquarter of 2011. The project offers 715
residential units for launch on the market in tingt half of 2010.

Shan Kwong Road/Village Terrace, Happy Valley

Construction works are ongoing at the two adjasé@et at No. 20 Shan Kwong Road and Nos. 1-5
Village Terrace, Happy Valley. The sites will gesier a developable GFA of approximately 220,000
square feet, for redevelopment into luxury residémiroperties. The Group holds a 71% interest in
this project and completion is scheduled for theoad quarter of 2011.

King's Road, North Point

Construction works are in progress on this 40%-heidt venture Grade-A office tower with a
developable GFA of approximately 511,000 squaré &éNos. 863-865 King's Road, North Point.
This project is planned to be completed in thetfoguarter of 2010.

Chun Yan Street, Wong Tai Sin

The Group has set out to establish another premmasidential and commercial development in
Wong Tai Sin, with a site at Chun Yan Street. Thsidential portion of the project will have a
developable GFA of approximately 767,000 squarg fekile the commercial portion will constitute

a GFA of approximately 153,000 square feet. Thgeptaepresents a major effort by the Group to
develop another unique city-boutique residence. s€oation of the project is planned to be
completed in the third quarter of 2011.

Wilmer Street, Sheung Wan

The properties acquired by the Group in Wilmer &ireSheung Wan, are designated for
redevelopment into premier residences and retatespConstruction works for this 71%-held project
commenced in the first half of 2009. The Centrall aiestern Districts present considerable
constraints in terms of developable land supplye Troup is therefore confident of deriving a
satisfactory return from this investment by levémggits experience and brand advantage in
boutique-style luxury residential developments.sThroject is poised to become another market
hotspot.

Yuk Yat Street, To Kwa Wan
The redevelopment of No. 5 and No. 9 Yuk Yat Stiett residential and commercial properties is

now in the planning phase. The project is expetiateliver a GFA of approximately 150,000 square
feet.
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Macau

The Group’s acquired site in Nam Van Lake is cutyemnder development into a luxury residential
apartment building. The site is situated in a prio@ation enjoying a full unobstructed view of the
Nam Van Lake and the Macau peninsula. The resieptoject will yield a developable GFA of
approximately 400,000 square feet upon its schedtdenpletion in the fourth quarter of 2012.

The proposed reclamation scheme in Macau is awaitpproval by the Central Government, upon
which the Macau SAR Government will proceed wité lind exchange procedure.

(D)  Overseas Property Division

The Group’s Overseas Property Division holds a fplot of properties in Australia and the
Philippines. In the first six months of 2009, th&iBion contributed a net profit after tax of HK$38
million (2008: HK$31 million) to the Group.

0] Australia

As at 30 June 2009, 1,115 units (as at 31 Dece@2®@8: 1,104 units) of the Group’s 25%-owned
Jacksons Landing project were sold, representifg @Bthe total of 1,196 units offered for sale. S hi
mixed-use residential and commercial developmesitisated on a 12-hectare site on the Pyrmont
Peninsula in Sydney.

(i) The Philippines

The Group’s property investments in the Philippiaes held through Shang Properties, Inc. (“SPI”)
in which it maintains a 34.61% equity interest dilgand a 30.75% interest in its depository reteip
SPI holds (i) a 78.72% interest in the Shangri-laz& Mall, Manila and (ii) indirect interests indh
Enterprise Center, an office and commercial prgp@rtMakati, Manila’s financial district. As at 30
June 2009, the occupancy rates of the Shangri-haaFWall and The Enterprise Center were 99%
and 94%, respectively (as at 31 December 2008: &889©6%, respectively).

Shangri-La Plaza Mall continues to post a healtbgfggmance, and its expansion programme on an
adjacent site continues to move ahead with plannow underway. The plans include the extension
of the mall and building of residential units ore thite of approximately 105,000 square feet. This
development plan will yield a GFA of approximately84 million square feet, of which
approximately 401,000 square feet is designatedetas! space, and approximately 1.44 million
square feet is for residential purposes.

SPI also participates in the development of TheF&incis Shangri-La Place, a residential project
located in Mandaluyong City, Manila. As at 30 J2089, 1,013 units (as at 31 December 2008: 952
units) out of the total of 1,152 residential uratsThe St. Francis Shangri-La Place were sold. Te@we
1 and 2 of The St. Francis Shangri-La Place agetad for completion in the third quarter of 2009.

In addition, SPI has taken part in a hotel and tyxxesidential development in Fort Bonifacio,

Taguig, Manila. The project incorporates the buifpof a six-star resort hotel and luxury residences
as well as approximately 8,500 square feet oflrptamises. SPI holds a 40% interest in this pipjec
the construction of which is ongoing with completiexpected to take place by the end of 2012.
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(E) Logistics Network Division

With the depth and reach of the global financiasisrcasting a dark economic shadow over most
industrialized countries, world trade has slowedrgly, with a substantial negative impact on the
logistics sector. Import and export volume of mpsiducts in Mainland China recorded a drop of
25% to 30% during the first half of 2009. Thisusition was exacerbated by the HIN1 flu pandemic
which disrupted sourcing activities and came righttop of the previous boom which saw many
countries and sectors building up excess capacdyiraventories.

The Division’s financial performance remained fiesil despite the adverse economic environment.
In the first six months of 2009, the Division redged a turnover of HK$3,285 million (2008:
HK$4,087 million), a decline of 20% year on yeaNet profit attributable to the Group fell 16% to
HK$249 million (2008: HK$298 million). The drop isainly attributable to the drastic 37%
decrease in profit contributed by the Division’gikiics investments due to the continuous drop in
cargo volume in both sea and airport terminals. clikng the profit contributed by the Division’s
logistics investments, net profit for the firstthad 2009 dropped slightly by 5% when compared with
the same period last year.

(i) Warehousing Operations in Hong Kong

The Division is Hong Kong'’s leading warehousing r@per, with a network of 11 warehouses of an
aggregate 5.56 million square feet GFA in its mdiaf The destocking underway at manufacturers
and retailers since the end of 2008 has exertedid®mable downward pressure on tariffs and
utilization for the warehousing industry, resultimga mild drop in the overall occupancy rate toe t
Division’s portfolio to 93% as at 30 June 20094881 December 2008: 97%).

During the six months ended 30 June 2009, the Divis warehouse portfolio in Hong Kong
contributed turnover of HK$211 million (2008: HK&R2nillion), yielding profit attributable to the
Division of HK$113 million (2008: HK$125 million).

(i) Logistics Operations

During the first half of 2009, the Division’s logiss operations generated turnover and net profit o
HK$3,074 million and HK$70 million, respectively @@8: HK$3,866 million and HK$68 million,
respectively). The results achieved incorporatewtitoin earnings derived from the Division’s
integrated logistics (“IL”) business, but are offse part by the international freight forwarding
(“IFF") business which was hard hit by depresseaibal trade flows.

The Division continues its focus on long-term vatreation through executing its growth strategy,

controlling costs, and strategically managing itstiplio of businesses that is China-focused and
Asia-based with a global network at its disposal.
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Hong Kong

The performance of the logistics operations in HEogg remained at a healthy level during the first
six months of 2009. The IL business component waseavenue driver for this segment. During the
period, the Division further strengthened its lgatlg in the local logistics market, in particular
several niche markets including the fashion, coresugtectronics and retail sectors.

To keep itself on top of the latest supply-chaiguieements, the Division is moving ahead with the
construction of a 270,000 square feet Product @ugation and Consolidation Centre in Tai Po
Industrial Estate with high security, intelligemtdagreen building design specifications. The fagil
upon completion of construction in late 2010, wilpport the growing IL business of the Division in
Hong Kong.

A joint venture was formed in July 2009 between ri{efSDA Limited, the trading arm of the
Division, and Brunei government to develop an im&ional brand “Brunei Halal” for the halal food
market. The joint venture is called Ghanim Intéioral Food Corporation Sdn Bhd and will be
responsible for the sourcing, distribution and reérg of the Brunei Halal brand to global
consumers.

China Focus

The Division remains the largest investor-operatdvainland China’s logistics sector, with logistic
operations in the country posting a net profit,opefsharing of headquarter’'s expenses, of HK$58
million for the first half of 2009 (2008: HK$56 ridn), an increase of 4% year on year.

During the period, the Division’s IL business in ifland China proved to be powerfully resilient to
the weakened global market conditions, yielding 1@%wth in overall performance compared with
last year. Healthy domestic consumption and govenirstimulus intervention have generated timely
niche growth opportunities for the Division in déy@ng its businesses in new sectors and with
domestic brands and companies.

The drastic drop in import and export volume fottbsea and air freight since late 2008 has resulted
in a sharp slowdown in IFF business volume worlehwvidDuring the period, the Division managed
to secure a number of ad-hoc project cargoes. Byntkans, together with stringent cost control and
effective restructuring of operations, the Divis®i-F business in China was managed to deliver a
drop in profit of 14% in the first half of 2009.

With Mainland China’s economic growth continuingstay on track to meet government targets, the
Division is pushing ahead with its well-thought-axpansion of logistics facilities. During the firs
half, the Division completed the acquisition ofogiktics centre in Fuzhou of 108,000 square feet, a
well as the purchase of land in Kunshan for thddimg of logistics facilities. Construction of
facilities of 269,000 square feet in Chengdu i® alearing completion, adding to the Division’s
growing IL operating platform in the Mainland. Gretother hand, efforts will be put into enhancing
the Division’s nationwide distribution network ing Mainland.
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Asia Based

The Division’s business in Asia was also affectgdtibe slowdown of international trade which

resulted in a drastic drop in import and exporuweg in the first half of 2009. Overall tonnage and
freight rates declined in this challenging landschpt, across the region, Vietham and India wege th
best performing markets for the Division. In Indilag Division increased its stake in Kerry Reliable
Logistics Private Limited from 51% to 90% in Jun@0Q with a view to further leveraging the

market’s healthy growth. Expansion in Vietham atsmtinued. Another 260,000 square feet of
logistics facilities will be added to the operatibgse in Song Than, Ho Chi Minh City. The plan to
build facilities of 120,000 square feet in Han@amoved forward smoothly.

The Division’s road transport network business KARJgistics (Thailand) Limited (“KART”), a
new company formed after the amalgamation of Ké&sya Road Transport Limited and E.A.E.
Logistics Co., Ltd. with effect from January 200&ntinues to serve member countries of the
Association of Southeast Asian Nations (“ASEAN”ART has completed two major cross-border
routes for the trucking of goods, one from Yunnamwd to Thailand or Vietnam via Laos; another
one from Guangxi to Vietham. These newly incubdesiness lines have already posted profitability
despite their short operational history.

In March 2009, the Division acquired a 60% inteiaderry-ITS Holdings Pte. Ltd., which is based

in Singapore and engaged in the cleaning and rep#80 tanks. This ISO tank cleaning operation is
fitted with advanced equipment to ensure rapid&tound of tanks and the highest environmental
standards. The Division aims to leverage its regji@xposure to build this new operation into the
only region-wide 1SO tank servicing network in Asia

Global Network

The leading European economies suffered a shaipedewn than those in Asia which has directly

affected trade flows between Asia and Europe. h&tdame time, significant new capacity which

has been deployed within the trade lane, togettlidr thve collapse in demand, has put considerable
pressure on freight rates and margins. As a rethét Division’s European segment recorded a
decline in IFF revenues and earnings contributionng the period. To combat this, stringent cost
control measures have been put in place togethdr @perational efficiencies and a focus on

increasing business with both existing and newarnsts. The Division has recorded a rise in

demand from European companies which, faced wilindgademand in their home markets, are

seeking to make use of the Division’s expertiséywoek and facilities in China to expand their sales

and footprint there.

(i)  Logistics Investments

The global economic downturn since late 2008 amddiastic decline in cargo volume have put
enormous strains on the Division’s logistics invesits, in particular its investment in a 15% insére
in Asia Airfreight Terminal and a 25% interest ihi@an Container Terminal. During the first half of
2009, the Division’s equity share of profit frons ibgistics investments declined by 37% to HK$66
million (2008: HK$105 million).

Through a joint venture which is holding a 27.6%ermest in T.Join Transportation Co.,Ltd (“T.Join"),

the Division has become the only logistics compauych has a prominent presence in Mainland
China, Hong Kong and Taiwan, enabling it to captime benefits arising from the opening up of
cross-strait traffic. T.Join is a major logisticpepator with an extensive network in Taiwan. Its
capacity to handle over 200,000 pieces daily ipettpd by a sophisticated distribution network with
a fleet of over 2,500 trucks.
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(iv)  Information Technology

During the first half of the year, the Division limived its road map to put web 2.0 technology into
practice. Two B2B (business-to-business) web poiftave been launched with this new technology,
one for online merchandise ordering and anotheexbibition logistics services. This will be a bdan
new experience for the customers of the Divisiondlaborating with its various business units.

EPOD (electronic proof of delivery) meanwhile coots to be a major focus within the
KerrierVISION supply-chain visibility suite. Followg its successful deployment in various Hong
Kong projects, the application will be given widarope when the China Express fleet is equipped
with its real-time tracking capability covering eyedelivery end-point. The first phase of
deployment will be in the second half of this year.

Information technology infrastructure is also dical success factor for the Division. Pursuing the
same direction as the green data centre initiatiheeDivision had already virtualized over 70 sesve
in its Hong Kong, Beijing, and United Kingdom datentres by mid-2009. The Division will
continue with this direction and explore the posisjbof desktop virtualization and more “cloud”
computing options.

(F) Infrastructure Division

Through investments in the infrastructure, envirental and utilities-related sectors in Hong Kong

and Mainland China, the Infrastructure Division twones to serve as a stable recurrent income
source for the Group. During the six months endedie 2009, the Division generated net profit
attributable to the Group of approximately HK$31liom (2008: HK$30 million).

(1) Hong Kong

The Group holds a 15% interest in the Western Harléerossing and a 15% stake in the Cross
Harbour Tunnel management contract. During the firs months of 2009, the Group’s share of
aggregate net profits from these investments aneduot HK$29 million (2008: HK$28 million).

(i) Mainland China

The Group maintains a 13% beneficial interest imager treatment project in Hohhot Municipality,
Inner Mongolia Autonomous Region. During the sixniis ended 30 June 2009, the Group’s share
of net profit from this project was HK$2 million@28: HK$2 million).

The Group’s 25%-held REDtone Telecommunicationsir@hLimited (“REDtone”) experienced

positive business growth. REDtone is primarily egeghin the provision of discounted international
call packages to mobile-phone and fixed-line subecs in Shanghai.
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(G) Financial Review

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

The Group closely reviews and monitors its foregpichange exposure. As at 30 June 2009, total
foreign currency borrowings (excluding Renminbi KRB”) borrowings) amounted to the
equivalence of HK$3,834 million and RMB loans amiaahto the equivalence of HK$480 million.
Therefore, non-RMB total foreign currency borrowsngnd RMB loans represented approximately
24% and 3% respectively, of the Group’s total barngs of HK$15,901 million as at 30 June 2009.

The non-RMB total foreign currency borrowings of $%834 million mainly include the Fixed Rate
Bonds amounting to US$420 million (approximately $8238 million (net of direct issue costs)).
The Group has arranged cross currency swap conteacbunting to US$417 million to hedge the
exchange rate exposure between Hong Kong dollar$)aried States dollars.

Out of the Group’s total borrowings as at 30 Jud@32 HK$653 million (representing approximately
4%) was repayable within one year, HK$5,990 millirepresenting approximately 38%) was
repayable in the second year, HK$5,941 million fgepnting approximately 37%) was repayable in
the third to fifth years and HK$3,317 million (resenting approximately 21%) was repayable over
five years. The Group continued to maintain mdsitoborrowings on an unsecured basis, with
unsecured debt accounting for approximately 96%otdl borrowings as at 30 June 2009. The
Group will continue to obtain financing on an unsed basis whenever possible, and supplement
such borrowings with secured project financingrad \@hen the need arises.

As at 30 June 2009, the gearing ratio for the Gnvap 23.0% (as at 31 December 2008: 25.9%),
calculated based on net debt of HK$11,039 milliod shareholders’ equity of HK$48,007 million.

As at 30 June 2009, the Group had outstandingesitelate swap contracts which amounted to
HK$2,300 million in total, enabling the Group todge its 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@sras at 30 June 2009, the Group had total undrawn
bank loan and overdraft facilities of HK$10,938 Imait and net cash on hand of HK$4,862 million.
In addition, the generation of strong recurrenthfiasis from the Group’s investment property
portfolio, hotel operations and logistics, freigatwarding and warehousing businesses provide the
Group with a strong financial position, and enalites Group to reap the benefits of investment
opportunities as and when they arise.

On 11 May 2009, Standard & Poor’s affirmed a “BBRB¥edit rating for Kerry Properties Limited
with a stable outlook.
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(H) Investor Relations

The Group actively participates in meetings andf@@mces to maintain regular communications
with financial analysts, fund managers and the starecommunity. Set out below are the investors’
conferences in which the Group had participatethduhe six months ended 30 June 2009:

Month Event Organiser Venue
January (1) Deutsche Bank Access Chinaeutsche Bank Beijing
Conference 2009
February (2) Citi Asia Pacific Fixed IncomeCiti Hong Kong
Investor Conference 2009
(3) Goldman Sachs Conviction BuyGoldman Sachs Hong Kong
Corporate Day
March (4) Credit Suisse Asian InvestmenCredit Suisse Hong Kong
Conference 2009
May (5) Citi Asian Market Gainers Mini Citi Hong Kong
Conference 2009
(6) Deutsche Bank Access AsiarDeutsche Bank Hong Kong
Property Corporate Day
(7) Macquarie China Conference Macquarie Hongdon
(8) Goldman Sachs Hong KomngGoldman Sachs Hong Kong
Realty Check Property Day
June (9) DBS Vickers Pulse of AsiaDBS Vickers Singapore
Conference

() Directors and Staff

As at the date of this announcement, the Direatbtie Company are Messrs Kuok Khoon Chen
Wong Siu Kong, Ho Shut Kah, Ma Wing Kai, William’, So Hing WohBe, 38, Qian Shaohua
Chan Wai Ming, William, Ku Moon Luh Lau Ling Fai, Heraly Ms Wong Yu Pok, Marina@’ and
Mr Tse Kai ChF.

As at 30 June 2009, the Company and its subsiditwael approximately 9,600 employees. Salaries
of employees are maintained at competitive levéldenbonuses are granted on a discretionary basis.
Other employee benefits include provident funduraace, medical cover, subsidised educational
and training programmes as well as share optioarsek.

Share Option Schemes

On 17 April 2002, the shareholders of the Compamnyr@ed the termination (to the effect that no
further options shall be offered) of the execusthare option scheme adopted by the Company on 27
March 1997 (the “1997 Share Option Scheme”) andattaption of a new share option scheme (the
“2002 Share Option Scheme”). The 2002 Share Oicimeme is designed to motivate executives
and key employees and other persons who may makatabution to the Group, and enables the
Group to attract and retain individuals with expade and ability and to reward them for their
contributions.

On 6 February 2009, a total of 7,830,000 shareonpt{the “Options”) were granted under the 2002
Share Option Scheme.
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As at 30 June 2009, a total of 25,001,555 Optioasevoutstanding which comprised 629,555 and
24,372,000 Options granted under the 1997 Sharne®ptheme and the 2002 Share Option Scheme
respectively.

J) Outlook
(1) Mainland China Property Division

With the global financial tsunami affecting manutatng and export activities in China, the

Mainland government has taken decisive action titmdluce a series of economic stimulus measures
to strengthen domestic demand, helping to prodigees ®f a turnaround in the market. According to

the latest data from the National Bureau of Siatisthe country’s GDP growth accelerated to 7.9%
in the second quarter, following a gain of 6.9%tle first quarter of 2009. However, ongoing

economic development will still be plagued by diffities and challenges, with the foundations for a
sustainable recovery yet to be properly laid. Laogkio the second half of 2009, management
believes the Mainland economy will remain in a eotion phase, seeing a certain amount of
fluctuation, but the trend of rebound in the resfag2 market has substantially taken shape. The
Group has confidence in the long term economic ldg@wneent and prospects of the real estate market.

The development of in-demand premium-quality propsrhas been the Group’s focus for many
years, and the Group is able to maintain its st during periods of market adjustments as nfost o
its projects are in the construction phase. Newitiatg to the land bank are primarily focused in
premier locales with sound economic fundamentald geographical advantages. The positive
momentum gained in the property market is consistéth the abundant funding in the market. As a
leading enterprise enjoying a strong credit andrnass profile, the Group is thus able to secure the
best financing terms for its projects.

The Group will continue to develop and maintainranpium property portfolio and land bank in

Beijing, Shanghai as well as prosperous large amftier cities that demonstrate strong demand.
Kerry Properties continues to underpin its stromgnd position in the Mainland by developing

projects of only the best quality. This strategyl vaelp to strengthen the Group’s competitive
position in the midst of adversity, ensuring itamong the first to gain further growth as the
macro-economy stages a gradual recovery, and ddaimdand market picks up steadily.

(i) Hong Kong Property Division

The economic rescue packages introduced by vagousrnments have driven interest rates to low
levels. This, allied with the abundant funds in Heng Kong money market, has prompted investors
to actively pursue investment tools that promistueaconservation and mitigate the anticipated
inflation. These are all favourable parameterstli@r recovery of the real estate market. In the firs

half, the Group’s continued sales of 15 Homantifi, MOHO 38 and Belgravia have registered

satisfactory prices. Such positive results validhte success of the Group’s strategy of focusing on
properties in prime locales.

The Group’s pre-sale of selected units at Primiddle its deluxe residential development in Tsuen
Wan, starting in June 2009, has seen an excelkspgonse. Next in the pipeline is the First
Street/Second Street project in Mid-Levels WestndMgement has full confidence in the sales of its
prime-quality properties, and expects healthy ghointproperty sales volume and income over the
next few years.
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Demand from corporate tenants remains solid. Thau@s office and retail properties, located in
neighbourhoods with good prospects, are poiseddtam steady levels of rentals and occupancy.

The Hong Kong Property Division aspires to fulfilet Group’s focused strategy of developing
premier properties, and is committed to providihg tiltimate in environment, facilities and service
for its occupants and tenants.

(i)  Logistics Network Division

What started in 2008 as a financial crisis, hasticoad into 2009 and escalated to affect an
ever-increasing number of sectors and markets.ulemioe and unpredictability will be the inevitable
realities for the remainder of this year, but theiglon’s overriding task continues to be the ferth
enhancement of our network capability, informatiechnology edge and service quality.

A major focus will continue to be the strengthenimigthe Division’s IL business component, in
particular in Greater China and the ASEAN countrieBurther efforts will be employed to enhance
its existing distribution and logistics centre netlwin the Mainland China, as well as to develop th
cross-strait platform with Taiwan. The Division Ilalso continue its cross-border distribution
business rollout in Mainland China and the ASEANmoies through the KART’s network.

In India and Vietham, the Division aims at furthemhancing both its IL and IFF capabilities.
Despite the current weak market situation for Ileffviees, the Division expects to capture niche
growth and acquisition opportunities during theusitly downturn.

The world has undergone momentous changes in steypar, but the Division is confident that its
fundamentals-driven and market-driving operatiotis lvelp it accomplish its goal of establishing a
China-focused, Asia-based global logistics network.

(iv)  Infrastructure Division

The Division will continue to optimize operationsdamaintain its investment portfolio in order to
contribute a steady source of recurrent income¢hi®iGroup.
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CORPORATE GOVERNANCE
Compliance with Code Provisions

During the six months ended 30 June 2009, the Coynpas complied with the provisions of the
Code on Corporate Governance Practices as seno@ippendix 14 of the Rules Governing the
Listing of Securities on The Stock Exchange of H&mag Limited.

Audit Committee

The Audit Committee of the Board has met to revibes results and the financial statements of the
Group for the six months ended 30 June 2009 witlklisagreement prior to recommending them to
the Board for approval. In reviewing these finahsiatements, the Audit Committee has discussed
with the external auditor regarding the accounfiotcies adopted and, in particular, the impact of
the new HKASs and HKFRSs on the financial statemehthe Group for the six months ended 30
June 20009.

CLOSURE OF REGISTERS OF MEMBERS

The Registers of Members of the Company will besetbon Thursday, 10 September 2009 and
Friday, 11 September 2009, during which period naodfer of shares will be effected. In order to
qgualify for the interim dividend for the six monthended 30 June 2009, all share transfers
accompanied by the relevant share certificates resibdged with the Company’s branch share
registrar and transfer office in Hong Kong, TricAbacus Limited at 26/F, Tesbury Centre, 28
Queen’s Road East, Wanchai, Hong Kong, for redistranot later than 4:00 pm on Wednesday, 9
September 2009. The dividend warrants will be dhigted on or about Friday, 18 September 2009.

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

Neither the Company nor any of its subsidiaries padchased, sold or redeemed any of the
Company’s listed securities during the six monthdesl 30 June 2009.

GENERAL INFORMATION

As at the date of this announcement, the Direatbthe Company are Messrs Kuok Khoon Chen
Wong Siu Kong, Ho Shut Kah, Ma Wing Kai, William’, So Hing WohMBE, JF, Qian Shaohua
Chan Wai Ming, William, Ku Moon Luf Lau Ling Fai, Heral§ Ms Wong Yu Pok, Marinal?* and
Mr Tse Kai Ch?.

By Order of the Board
Kuok Khoon Chen
Chairman

Hong Kong, 26 August 2009

Executive Director

Independent Non-executive Director
Non-executive Director

For identification purpose only

* @ * o+
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