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Mr. Chairman, members of the Board, fellow stockholders, ladies and gentlemen,
good afternoon.

It's a rather precarious time for all of us given the inherent weakness in the global
equities market and the volatile situation with regard to prices of oil and a few basic
commodities.

Allow me therefore to give more positive information this afternoon, through SM
Prime’s 2007 performance and our continuing efforts to expand our operations both
here and abroad.



In 2007, we continued to pursue the trend of growth and expansion for SM Prime.
We opened three new malls and expanded two of our existing malls.
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In March last year, we inaugurated SM City Bacolod with a gross floor area of
61,413 sgm. As a matter of interest, Bacolod had the highest occupancy of all the
malls that we opened, with an occupancy rate of 98%. Towards the fourth quarter,
we also opened SM City Taytay with a GFA of 91,920 sqm, and SM Supercenter
Muntinlupa with a GFA of 53,986 sgm. All told, we opened a total of 207,319 sqm of
new space from new malls.



Cebu Pampanga

We also expanded two existing malls last year. SM City Pampanga’s GFA grew by
15.6% with an additional space of 17,439 sgm. The GFA of SM City Cebu, on the
other hand, grew by 66.3% as we expanded by 107,049 sqm.
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Put together, we added another 353,000 sgm of space in 2007 for a 10% increase
in GFA to 3.9 million square meters. This reinforces SM Prime’s dominant position
in the Philippine mall business with 30 malls built in just a little over two decades,
and less than half the lifetime of SM, which now celebrates its 50" founding
anniversary.

Our malls have an average occupancy of 97%. On a daily basis, they are able to
generate an average foot traffic of 2.5 million, which keeps our tenants quite
content.
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| am also pleased to report that of our 30 malls, we now have four malls in the list of
the largest malls in the world, based on a study conducted by the Eastern
Connecticut State University, and by Forbes.Com. In third place is the SM Mall of
Asia, 6" is SM North EDSA, 7™ is SM Megamall. And following its recent expansion,
SM City Cebu now ranks 11,
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Our flagship mall, the SM Mall of Asia also added new features. We successfully
opened the Bowling Center and the Science Discovery Center.
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The Bowling Center at SM Mall of Asia has 32 lanes which features a state-of-the-
art scoring system, and plasma TV monitors. It is further enhanced by cozy furniture
and brightly colored interior. Because of this, the SM Mall of Asia has become a
popular venue for professional and non-professional bowling tournaments.
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The SM Science Discovery Center and Planetarium was inaugurated in the second
half of 2007 and has since become the venue for school excursions and field trips.
This is because it provides a new experience to the public with its exciting display of
the latest in cutting-edge technology, robotics, and astronomy.

This project also added new space to Mall of Asia increasing its total GFA to
407,101 sgm.



In addition to our expansions, we also continued to retrofit all our malls with facilities
to make them more user friendly, particularly for the elderly, for nursing mothers, for
special children, and for persons with disabilities.

For the environment, we have also institutionalized the “cash for trash” markets.
Once every month now, all SM malls become a venue for buyers and sellers of
used items and recyclable materials. This is the newest among the many initiatives
we have that promote environmental awareness to our millions of patrons.
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From a financial standpoint, We posted a net income of Php6.0 billion in 2007, a
10% increase over that of the previous year's Php5.4 billion. Our gross revenues,
on the other hand, grew by 16% to Php15.3 billion. Operating income rose by 14%
to Php8.7 billion, while EBITDA rose by 16% to Php11.0 billion. Margins remained
relatively steady at 39% in terms of net income, 57% in terms of operating income.
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The bulk of our revenues are still derived from rental income which accounts for
83%. This grew by 17% during the year to Php12.8 billion. Of total growth, 7%
came from same-store sales, while expansions contributed 10%.
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Our cinema operations generated sales of Php1.8 billion, growing by 15%. In

addition to the showing of blockbuster movies in our regular cinemas and at IMAX,
we also expanded our cinema seats by 4.3% to 124,426. Incidentally, the IMAX at
the SM Mall of Asia continues to be the best performing IMAX theater in the world.

Its success therefore led to another contract to put up another branch at SM North
Edsa.
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For this year, our expansion plans include three new malls in Marikina, in Rosales,
Pangasinan, and in Baliuag, Bulacan. We are also expanding SM Megamall and SM
City Fairview. All these will add another 258,000 sgm to our GFA for a total GFA of
4.2 million sgm by end of this year. We are also expanding SM City North EDSA,
which is slated to be opened early next year. We have a few surprises there, so

watch out for further announcements.
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As a final note, another important milestone happened in 2007 as SM Prime
announced its intent to acquire three SM malls in China, specifically SM malls that
were set up in Xiamen back in 2001, in Jinjiang in 2005, and in Chengdu in 2006.
While we will continue to maintain our dominant position in the Philippines, we see
China as a new platform for further growth and expansion for the company.
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The areas we are in right now are very promising as the malls are located in highly
populated areas which hold similar dimensions and features as the markets we
serve in the Philippines. We will make further announcements with regard to our
expansion in China in due course.
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For now, | just want to reiterate the fact that SM Prime met its targets and attained
its objectives in 2007. We expect to do the same in 2008, that is, in spite of
economic challenges brought about by a recession in the US, and higher oil and

food prices.
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Central to this accomplishment are all our stakeholders. Thus, | sincerely thank our

customers, our tenants, our suppliers, our workforce, and you, our shareholders for
your continued patronage.

Rest assured that we remain committed to our vision and our responsibilities as
guardians, not just of your assets, but also of your trust and confidence.

Thank you very much.
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Let me now give the floor back to our Chairman for him to proceed to the next item
in the agenda.
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