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FINANCIAL RESOURCES AND BANK BORROWINGS

As at 31 December 2002, the Group’s total bank borrowings
amounted to $1,523 million (2001: $302 million). The
significant increase in bank borrowings during 2002 was due
to the acquisition of the portfolio of property interests from
Polytec, the retail space on the 1st Floor of New Mandarin
Plaza, the retail shops in Sino Centre and the development
expenditure incurred on the Group’s property interests. The
debt to equity ratio increased from 10% to 47%. With the
completion of the acquisition of The Bonham Mansion in
early 2003 and the commencement of construction works of
the Group’s development projects, an increase in the Group’s
gearing ratio is expected but will be maintained at a level
appropriate to the Group’s business.

The Group had committed undrawn bank facilities of
approximately $570 million as at 31 December 2002 which
is sufficient to fulfill its obligations and commitments in the
coming year. Pre-sales of the Group’s development projects
and re-sale of The Bonham Mansion are expected to generate
cash inflows during 2003.

INTEREST RATE AND CURRENCY EXPOSURE

Bank facilities are arranged on both medium and short-term
bases and are geared to the Group’s funding needs. All bank
borrowings are arranged on a floating rate basis. Management
is closely monitoring the Group’s exposure to interest rate
risks and is considering hedging some of the Group’s bank
borrowings to take advantage of the existing low interest
rate environment. The Group has no significant exposure to
currency risk as most of the Group’s core activities are carried
out in Hong Kong and transactions are denominated in local
currency.

PLEDGE OF ASSETS

As at 31 December 2002, properties of the Group with an
aggregate carrying value of approximately $3,377 million
were pledged to banks under fixed charges to secure general
banking facilities granted to the Group.

CONTINGENT LIABILITIES

The Group has given guarantees in the amount of $7 million
to an insurance company in respect of performance bonds
entered into by certain associated companies.
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