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Financial

Review
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FINANCIAL RESOURCES AND BANK
BORROWINGS

The total bank borrowings of the Group as at 31
December 2003 were $2,209 million, an increase
of $686 million from last year’s figure. The increase
in bank loans was attributable to capital
expenditure on the Group’s development projects
and an increase in financial investments. Bank
borrowings of about $370 million or 16.75% are
repayable within one year. The gearing ratio
calculated on the basis of bank borrowings to
shareholders’ equity at 31 December 2003 was
67.21% (2002: 46.96%) and subsequently reduced
to 42.63% after the issue of 83 million new shares
on 19 January 2004.

All banking facilities are arranged on a floating
rate basis. The Group did not enter into any
interest rate swap arrangement during the year.
Management will closely monitor the interest
exposure and consider hedging when appropriate.

Taking into account committed and undrawn
financing facilities, the Group has sufficient liquid
funds to satisfy its capital commitments and
working capital requirements. Recurrent rental
income from the Group’s investment properties
and cash inflow from property sales in Hong Kong
and Macau scheduled for 2004 will further
strengthen the financial position of the Group.

The Group has little exposure to currency risk as
most of the Group’s operations are in Hong Kong
and transactions are denominated in local currency.
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FINANCE AND INVESTMENTS

As at 31 December 2003, the Group had invested
a total of $458.5 million in financial investments
which included $63.6 million marketable securities
and $388.2 million investment in a note with triple
A rating.

In the year under review, the Group’s finance
and investment activities achieved an increase in
net profit to $44.6 million as compared with $3.3
million in 2002. The substantial improvement was
largely attributable to the consistently low interest
rate as foreseen by the management and the
conservative approach adopted by the management
which steered the Group through financial
volatilities during the outbreak of SARS.

COMMITMENTS

As at 31 December 2003, the Group had contracted
commitments of $164.2 million for financial
investments and another $52.7 million for
properties.

Commitments authorised but not contracted for
were $232.1 million which related mainly to
properties under development.

CONTINGENT LIABILITIES AND PLEDGE OF
ASSETS

The Group has given guarantees in the amount of
$7 million to an insurance company in respect of
performance bonds entered into by the associates
engaged in property management services.

As at 31 December 2003, properties and securities
of the Group with an aggregate carrying value of
$3,936.8 million and time deposits of $5.7 million
were pledged to banks to secure credit facilities
or as margin for financial investments.
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