THE HONGKONG AND SHANGHAI HOTELS, LIMITEL
B LW RBEERRAFA

FOR IMMEDIATE RELEASE 15 MARCH, 2007

THE HONGKONG AND SHANGHAI HOTELS, LIMITED
ANNUAL RESULTS FOR THE YEAR ENDED 31 DECEMBER, 2006

Hong Kong, 15 March 2007 —

FINANCIAL HIGHLIGHTS

Key Financial Results

Profit before non-operating items increased by 3a¥K$904 million.

Profit attributable to shareholders of HK$2,094 limi, including revaluation
surpluses.

Shareholders' funds increased by 14% to HK$16,98Bm(HK$11.89 per share) as
at 31 December 2006.

The Group's adjusted net assets amounted to HK&2hdlion (HK$15.29 per share)
as at 31 December 2006.

Net borrowings decreased by HK$237 million to HKEA million, with the net
gearing level reducing to 11%.

ReVvPAR for the Group's hotels increased by 12%.

Key Developments

Revitalisation of The Peak Tower in Hong Kong wampleted. The Tower re-opened
in phases starting July 2006.

Renovation of one guestroom tower, the lobby arel kibllroom at The Peninsula
Manila was completed, resulting in significantlgieased room rates.

New Peninsula concept spas were opened at The deémirlong Kong and The
Peninsula Bangkok.

The Peninsula Tokyo was topped out in June 2006walhdbe opened in the second
half of 2007.

Construction began for The Peninsula Shanghai,witt be completed in 2009.
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HSH'S PROFIT BEFORE NON-OPERATING ITEMS UP 31%
ON STRONG BUSINESS FUNDAMENTALS

Hong Kong, March 15, 2007 — Announcing its auditeshlts for the year ended 31 December
2006, The Hongkong and Shanghai Hotels, LimitedH{HSaid that the underlying strong
performance of its businesses during the year eiected in a significantly improved profit
before non-operating items of HK$904 million, aorease of 31% as compared to 2005.

The total turnover of the Group for the year of F&3 million was 14% above 2005.
Earnings before interest, taxation, depreciatiod amortisation (EBITDA) were HK$1,281
million, a rise of 17% over 2005. The increase digen primarily by the strong performance
in the hotel division, increased rentals from natehproperties such as The Repulse Bay and
The Peak Tower following its re-opening and inceehprofit from other businesses such as
The Peak Tram.

Profit attributable to shareholders was HK$2,094liom in 2006, compared to HK$2,664
million in 2005. It is important to note that, wilthe valuation surplus on investment
properties amounted to HK$1,442 million in 2006 pamed to HK$1,089 million in 2005,
there was a one-off net gain on the disposal oKiweloon Hotel of HK$953 million in 2005,
which did not recur in 2006.

Shareholders' funds stood at HK$16,982 millionH#$11.89 per share as at 31 December
2006, an increase of 14% as compared to 2005. Crouats are prepared on the basis of
investment properties being stated at fair markéie; whereas the hotel properties are stated
at cost less depreciation and any impairment piamvisgn addition, deferred tax is provided on
the revaluation surplus on Hong Kong investmentppriees which the Directors do not
expect will materialise. In the light of the abottee Directors have provided for shareholders'
additional information a calculation of the Groupjusted net asset value which amounts to
HK$21,841 million (HK$15.29 per share).

An interim dividend of 5 cents was paid during ffear 2006 (2005: 4 cents). The Directors
are recommending to shareholders that the finadleind be set at 11 cents per share (2005: 10
cents), representing a total dividend for 2006 ®fcénts per share. Shareholders will also be
given the option to receive their dividend in tbhenfi of scrip rather than cash.

Mr. Clement K.M. Kwok, HSH's Chief Executive Officecommented, "Our Group has had
another excellent year in 2006. Amidst favourablerkat conditions, our hotels and other
properties and businesses benefited from theingtnoarket positions and the strength of our
brand to achieve a significant improvement in eaysi

"HSH has enjoyed a sustained recovery over thefpasyears since emerging from the Asian
financial crisis which began in the late 1990s. €ktent of this recovery can be seen from our
EBITDA trend, which has improved consistently eveear from a low of HK$698 million in
2001 to HK$1,281 million in 2006. The cumulativdeet of these years of earnings growth,
coupled with a number of successfully executed a@re transactions, is that the Company's
financial position has been significantly strengid, with our gearing level dropping further
to 11% at the end of 2006."

Hotels
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Mr. Kwok pointed out that all the Peninsula hotis either the leader or amongst the leaders
in room rate and revenue per available room (ReVFAARheir respective cities, enabling the
Group to capture a strong share of the growth vemae brought about by the favourable
market conditions in 2006. To retain this compeditposition, the hotels are focused on
delivering the highest quality and service stanslasl well as enhancing the facilities offered
and making best use of the available space. Kegl lmsthancement projects completed in
2006 included new Peninsula concept spas at Thmmda Hong Kong and The Peninsula
Bangkok, renovation of the spa and creation of megting spaces at The Peninsula Chicago,
renovation of the lobby, the ballroom and all gussins in The Makati Tower at The
Peninsula Manila, and renovation of certain suiiled public areas at The Peninsula Beverly
Hills.

The 11% increase in turnover for the hotels divisias mostly achieved through better yield
performance and in particular, growth in averagemoates. Positive consumer sentiment also
fuelled much higher domestic patronage, as wetuasained international arrivals, at many of
the Group's hotels.

Non-hotel Properties

The bulk of the Group's non-hotel properties ateased in Hong Kong. The continued

strength of the Hong Kong and mainland Chinese @oigs resulted in very positive demand
for office and residential space, as well as conecmakspace for high-end retail brands. Rental
revenue of HK$464 million represented a 24% inaeaser 2005. The impact of the

completed renovation of the unfurnished apartment$09 The Repulse Bay was realized
from the second half of 2006, following the cyclerental reversions. The Peak Tower re-
opened in phases from July 2006, after being closade the end of April 2005. The

renovation has added some 30% more lettable spatevdh a different market mix, has

attracted higher rentals with 100% occupancy.

The Peak Tram had a record-breaking year with dnpatonage reaching 4.43 million
passengers, up 13% from 2005 and with revenueshigier. St. John's Building enjoyed full
occupancy for most of the year while The Landmarkietnam recorded high occupancy and
increased rates in the office and residential spaceme from The Repulse Bay restaurants
increased by 13% over 2005, driven largely by tkeeptionally high level of banqueting
business. The Cathay Pacific lounges in the HonggKlaternational Airport have favourably
impacted the Peninsula Clubs and Consultancy SErvievenue and profits. Revenue from
the Thai Country Club was up 27% from 2005. Lasgninsula Merchandising has seen
revenues increasing by 47% to HK$25 million oved20with four new stores opened across
Asia in 2006.

New Projects

Mr. Kwok explained that "HSH's philosophy is based the long-term ownership and
management of top quality hotels and other progeriihe Group believes that by seeking
prime locations and then committing significant famand financial resources to creating
exceptional hotels, value will be created for itgreholders through both operating results
and long-term asset value appreciation, as has khewn by several of the existing
properties."

Both of the major projects under development, Tlaifsula Tokyo and The Peninsula
Shanghai, are situated in exceptional locations; fdrmer in the prestigious Marunouchi
district overlooking the Imperial Palace gardems] the latter being the only new-build with
direct frontage on to the famous Bund. Interidirfg for The Peninsula Tokyo has begun and
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the hotel is expected to open in the second half08f7. In Shanghai, construction for The
Peninsula Shanghai has started in late 2006 angrteerty is expected to be completed in
20009.

Future Outlook

Looking ahead, Mr. Kwok said, "We believe that thew hotel development projects
currently in progress will help to enhance the eahi the Group in the longer term. In the
meantime, we have already seen the positive eftéaisir ongoing renovation projects giving
rise to significant increases in revenue. Presesiness momentum is good at all of our
hotels, although once again the events of the peat have served to remind us of the
susceptibility of the hotel industry to unforesemcurrences such as the military coup in
Thailand. On the property side, although demandanesn healthy for retail, office and
residential property in Hong Kong, we may well seglowdown in the surge in demand and
the focus will be on working closely with our tetsmo ensure that we can continue to offer
an attractive product that meets their needs."

Incorporated in 1866 and listed on the Hong KongcltExchange, The Hongkong and
Shanghai Hotels, Limited is a holding company whasésidiaries are engaged in the
ownership and management of prestigious hotel, centiad and residential properties in key
destinations in Asia and the USA. The hotel poigfalomprises The Peninsula Hong Kong,
The Peninsula New York, The Peninsula Chicago,Héminsula Beverly Hills, The Peninsula
Bangkok, The Peninsula Beijing, The Peninsula Manilhe Peninsula Tokyo (to be opened
in 2007), The Peninsula Shanghai (to be opened®®and Quail Lodge Resort and Golf
Club in Carmel, California.

KEY STATISTICS FOR THE YEAR ENDED 31 DECEMBER 2006

HOTELS

Attributable Year-to-Date Occupancy

Interest %

2006 2005

The Peninsula Hong Ko 10C 80% 79%
The Peninsula New York 100 74% 75%
The Peninsula Chica 92.t 72% 71%
The Peninsula Beverly Hills 20 83% 83%
The Peninsula Bangk 75 71% 72%
The Peninsula Beijing* 42 67% 66%
The Peninsula Manila’ 76 66% 78%
Quail Lodge Resort 100 65% 61%

Year-to-Date  Average % Change
Room Rate in RevPAR

2006 2005
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The Peninsula Hong Ko

The Peninsula New York

The Peninsula Chica

The Peninsula Beverly Hills

The Peninsula Bangk

The Peninsula Beijing*

The Peninsula Manila’

Quail Lodge Resort

HK$ 3,228
HK$ 5,458
HK$ 3,398
HK$ 4,523
HK$ 1,424
HK$ 1,436
HK$ 737

HK$ 2,190

HK$ 2,87:
HK$ 4,902
HK$ 2,94
HK$ 4,091
HK$ 1,29:
HK$ 1,219
HK$ 63C

HK$ 2,297

* |n 2005, on average, 41 rooms were closed for renovation.
** |n 2006, on average, 133 rooms were closed for renovation.

PROPERTIES

Residential

The Repulse Bay (Unfurnished)
The Repulse Bay (Serviced)

The Landmark, Ho Chi Minh City

Commercial

The Peninsula Hong Kong
The Peninsula New York
The Peninsula Bangkok
The Peninsula Beijing
The Peninsula Manila
The Repulse Bay

The Peak Tower*

Office

The Peninsula Hong Kong

St. John's Building

The Landmark, Ho Chi Minh City

100
100
70

100
100

75
42
76
100
100

100
100
70

2006

94%
67%
97%

96%
100%
100%
96%
67%
100%
72%

100%
99%
99%

14%
11%
17%
11%
8%
19%
(2%)
3%

Attributable Year-to-Date Occupancy
Interest %

200¢

86%
60%
94%

96%
100%
94%
100%
59%
100%
31%

100%
90%
95%
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Year-to-Date Average Yield (pnasf*)
2006 2005
Residential
The Repulse Bay (Unfurnished) HK$ 34 HK$ 28
The Repulse Bay (Service HK$ 26 HK$ 21
The Landmark, Ho Chi Minh City HK$ 17 HK$ 16
Commercial
The Peninsula Hong Ko HK$ 293 HK$ 26¢
The Peninsula New York HK$ 343 HK$ 308
The Peninsula Bangk HK$ 58 HK$ 51
The Peninsula Beijing HK$ 85 HK$ 80
The Peninsula Mani HK$ 13 HK$ 11
The Repulse Bay HK$ 68 HK$ 65
The Peak Towel HK$ 29 HK$ 6
Office
The Peninsula Hong Kong HK$ 23 HK$ 23
St.John's Buildin HK$ 21 HK$ 15
The Landmark, Ho Chi Minh City HK$ 19 HK$ 17

* The Peak Tower was closed for major renovation from April 2005 to May 2006.
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Contact Information

Ms Irene Lau, Manager, Corporate Affairs
The Hongkong and Shanghai Hotels, Limited
8/F St George's Building

2 Ice House Street

Central, Hong Kong

Tel No: (852) 2840 7788

Fax No: (852) 2840 7567

E-mail: irenelau@peninsula.com

Investor relationsr@hshgroup.com
Website:http://www.hshgroup.com/ir

For general information, please see:
The HSH corporate internet homepalgp://www.hshgroup.com
The Peninsula Hotels internet homepdu#p://www.peninsula.com




