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Macau Property Sector News

Business Highlights:

. NAV of US$1.402 per share up 3.1% year-on-year

. Investment in properties values at US$170.8m at the period end

(] Further investment in properties valued at US$171m following the
period end

. The Company has diversified its strategy in order to take advan-

tage of all major upward trends including the more affordable end
of the residential market and the commercial property sector

(] New investments during the period and after the period-end in-
clude:
1. “Lorcha” (R. Do Almirante Segio no. 94—120) forward
funding arrangement (purchase price: US$132m;
HK$1,044m) - completed June 2008
2. Joint Venture with investments in:
“The Pink Palace” (purchase price: US$2.1m; HK$16m)
- completed August 2008
“Houston Court” (purchase price: US$2.3m; HK$18m)
- completed August 2008
3. The landmark AIA Tower (purchase price: US$153.8m;
HK$125m) - completed September 2008
. Realisation of proceeds equivalent to US$78m from the sale of the
Company’s purchase rights in the Lot U development
. Uplift on Nam Van investment of 6% during the period to
US$38.9m (HK$303.6m) and of 35% on purchase price
. The Company continues to identify further investment opportuni-
ties and plans to selectively invest further capital during the re-

mainder of 2008

Larry Kearns, Chairman of MCAU, said: “During the six months under
review the Company continued to make significant progress in realising its
strategy of investing in real estate opportunities in Macau with the potential
to deliver returns in excess of 20% on invested capital.”

“Speymill Macau has positioned itself to take advantage of all major up-
ward trends including high-end residential and, with its joint venture, the
affordable end of the residential and commercial markets. We believe that
this diversified strategy helps ensure maximum growth in shareholder
value.”

On 5 September 2008, Speymill Macau acquired a 100% interest in a
grade-A office block, AIA Tower. The 22-storey commercial office building
is located in the heart of the Central Business District close to financial
institutions, multinational corporations and world-class hotels. It has
372,730 sq ft (34,630 sq m) of gross floor area, of which 292,335 sq ft is
grade A office space and 80,396 sq ft is designated for retail.

The AIA Tower is one of only a few grade A office buildings in Macau.

Positive Factors Seen to Limit Downside for Office Prices — Macau
property has entered a consolidation period and investors have suffered
from “bear fears” as the global credit crisis deepens. Despite this, Franco
Liu, the Director and Head of the Macau Office at Savills, sees“a silver
lining” to the cloud hanging over the office market, particularly for grade A
office buildings. He has said that several hotel developments on the Cotai
Strip will be completed between next year and 2012 and the expansion of
the convention and exhibition market will bring new companies to Macau,
and generate demand for quality office spaces.

Supply-side factors also support property prices. Mr. Liu believes that the
low level of office completions will help to maintain a satisfactory occu-
pancy level. For example, in the next three years, the supply of new office
buildings in Macau will be virtually zero, and the only office building com-
pleted this year was the New Yaohan site. Office space in this building
however, is reserved for Sociedade de Turismo e Diversoes de Macau
SARL (STDM)'s own use. He also added that rental yields of 4.5 to 5%
could be achieved by investors from their office property investment.

Engal & Volkers Enters the Macau Luxury Sector — A property fran-
chiser specialising in the luxury residential sector based in Germany, is to
launch it’s first shop in Macau. Nestor No, Managing Director of Engel &
Volkers Macau, said the market was slow but he still sees demand for
residential leasing from expats working in the city looking for mid- and up-
market homes. Engel & Volkers’ initial and primary focus will be on the
numerous residential and casino-resort projects that are due for comple-
tion in the next 12 months. The Company’s objective for the 2009 fiscal
year would be to gain a market share from leading local and international
property brokerages that already have an established presence in the
market.

Sands Says It May Sell Macau Retail into Fund — Las Vegas Sands
Corp (LVS) spin off billions of dollars of Macau retail assets into a listed
property trust. David Sylvester, Head of Retail in Asia at LVS, has said he
is considering packaging LVS'’s retail portfolio into a wholesale fund or real
estate investment trust for institutional investors. The LVS currently has
around 1.3 million sq. ft. of leased retail space at the Grand Canal Shop-
pes in the Venetian Casino, it is also building another 850,000 sq. ft.
shopping centre on the Cotai Strip which is scheduled to be completed by
the end of 2009.

Property Sales Volume Down — Centaline real estate figures recorded a
30% quarter-to-quarter drop in property sales between July and Septem-
ber this year. The sluggish stock market, slowing economic growth, wor-
ries about financing and unemployment have made prospective purchas-
ers shelve their spending or investment plans. The drop in market sales
could also have resulted from it being increasingly more difficult for individ-
ual buyers to obtain sufficient home loans in the current climate.

Macau Times Believes in Bullish Growth of Macau Property Market —
Growth in the Macau real estate market to date has been startling. It has
undergone continuous double digit growth since 2004 and, during the past
3 years, luxury residential condominium prices have experienced more
than 100% growth. Although home owners have started selling property,
because of distorted investment sentiment, a slowdown in developers’
moves has helped to keep property prices stable. It should also be noted
that there is no stock market in Macau which makes property the only
speculative investment tool available to local people. Banks are tightening
lending standards which has made it more difficult for people to obtain
home loans and it is likely that more people will now rent than buy prop-
erty. If prospective purchasers are capable of purchasing property at a
lower level of lending, the Macau Times believes that now is a great time
to buy property in Macau.

Speymill Macau Property Company plc was established to invest primarily in high quality residential properties in Macau. The Company will also pursue selective commercial investments to capture expected ancillary
Macau service sector growth. The Company listed on AIM on 17 November 2006 raising US$80m and raised a further US$70m in May 2007. The Company’s objective is to provide shareholders with an attractive overall
return to be achieved primarily through long-term capital growth. The Manager is Speymill Property Group Limited, the Investment Adviser is Speymill Property Group (Far East) Limited and the Property Adviser is Avila
Capital Limited. The Manager, Investment Adviser and Property Adviser are responsible for identifying investment opportunities. The Manager is a wholly owned subsidiary of Speymill Group Plc (AIM: SYG). The

Investment Adviser is a wholly owned subsidiary of the Manager.
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Unlimited Bank Guarantees on Deposit — The Macau Government has
said it will provide unlimited bank guarantees on deposits in Macau banks,
estimated at a total of US$32.5 billion, until the end of 2010. It has also said
that it will provide loans or capital to banking institutions as a preventive
measure to ease the banks’ operations. Faced with the global financial
Grisis and the fragile state of some financial sector operators, the Macau
government wants to “maintain the stability of the system”.

Slowdown in Property Supply to Act Against Slowdown in Gambling
Revenue — A 10% drop in Macau’s gaming revenues in the Q3 2008 was
recorded by the Macau Gaming Inspection and Co-ordination Bureau. This
represented the second consecutive g-on-q revenue decline to date and,
broadly speaking, economic slowdown. Two primary causes for the de-
crease in Macau’s gaming revenue were: the Beijing Olympics keeping
gamblers away from the casinos and travelling restrictions to mainland trav-
ellers. The decline in the gaming industry has brought negative sentiment in
the property investment market. Some analysts believe that the pressures in
the financial markets could lead to some investment projects being delayed.
For example, Las Vegas Sands announced that it was reconsidering raising
US$5.25bn of financing for projects on the Cotai Strip and was more likely
to try to raise smaller-scale financing for individual projects. We believe
however, that the scaling back in property supply would help to release
downward pressure in property prices.

Boost Tourism with a Night Market in Macau — The Macau Government
is expected to launch night markets, in an attempt to revitalise old districts
of the area and boost tourism. The idea for night markets, which are a ma-
jor tourist draw in Taiwan and elsewhere in the region, has taken on a fresh
urgency amid growing uncertainty about the economic outlook and the im-
pact on the casino trade of the mainland curbs on travel to Macau. This act
attempts to diversify the casino-driven tourism industry. Macau is trying to
project itself as somewhere to visit for more than gambling and dining. The
tourism industry is looking to brand “shopping” as the "third reason" for visi-
tors to visit Macau.

Economists Hope China will Ease Travel Curbs to Macau — One of
the biggest challenges to Macau’s tourism trade, is that the Chinese
Government imposing restrictions to reduce ease and frequency of
mainland passport holders to visit Macau, which took effect from 1 Oct.
2008. The effect of such restriction is significant and last month, the
number of mainlanders who visited Macau was down by 24.6% com-
pared with this time last year. Recently, Mr. Kegiang Li, the Vice-
Premier, said the Central Government would “actively help Macau cope
with the impact of global financial turmoil”, and “firmly uphold Macau’s
prosperity and stability”.

The Nos. of Mainlanders Visiting Macau and Hong Kong under the Individual Traveller
Schemes
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Possible Stimulus Plans to Guarantee Employment in Macau —
Critics have suggested that the Macau Government could help to cre-
ate more jobs for local people by extending the checkpoints at the bor-
der gates, extending airports in the Cotai Strip and commencing con-
struction of a light rail system at the earliest possible time. According to
the “Employment Survey” released by the Statistics and Census Ser-
vice, Macau’s unemployment rate for the Q3 2008 exceeds 3% which
remains unchanged from the previous quarter.

Recent Economic News

October Revenues down 3.2% - Morgan Stanley reports that according
to local sources the Macau gaming market declined 3.2% in October.
Morgan Stanley says that this is a result of visa restrictions continuing
to weigh on the overall markets. Morgan Stanley “continue to believe
that the removal or relaxing of visa restrictions will be necessary for
Macau casino operators to succeed in the long run and [they] expect
some relaxation during 2009 although timing remains unclear.”

CPI up y-on-y — The Composite Consumer Price Index rose 9.07%
year-on-year in September according to the figures released by the
Statistics and Census Service. The data indicated that the Composite
CPI for September reached 126.32 of which the price indices of food
and non-alcoholic beverages, health and transport soared 16.44%,
14.27% and 9.11% respectively.

Companies with Macau Property Business
Exposure

Company Ticker | Price as at | Change |[Market Cap
30/10/08 since (US$ m)
17/11/06
peymill Macau Prop- (1) .
lerty Co plc MCAU:LN US$0.41 -59% 48.13
Macau Property Opportu- .
hities Fund Ltd MPO:LN £0.74 -26% 182.08
Wynn Resorts Ltd WYNN:US US$46.50 -51% 4,824.19
Las Vegas Sands Corp LVS:US US$10.38 -89% 3,689.74
(2)
Melco PBL Entertainment .
(Macau) Ltd. MPEL:US US$3.44 -82% 1,514.22
Polytec Asset Holding Ltd 208:HK HK$0.27 -89% 154.61
IShun Tak Holding Ltd 242:HK HK$1.55 -87% 465.07
leSun Holdings Ltd 571:HK HK$0.25 -97% 40.01
Galaxy Entertainment .
Group Ltd 27:HK HK$0.60 -93% 304.81
SJM Holdings Ltd (3 880:HK HK$1.42 -53% 915.90
Note:

(1
(2) The company listed on 18/12/2006

Speymill Macau Property Co plc listed on 17/12/2006 with IPO Price at US$1 per share

)
)

(3) The company listed on 16/07/2008
) US$/HK$

US$/GBP
Source: http://www.bloomberg.com

0.1290
1.6359

(4) Exchange Rate: (as at 30/10/2008)

(as at 30/10/2008)
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