
 

       



   
FY14 earnings in line: Henderson Land (HLD) reported FY14 core profit of HKD9,292m, 

3% above our estimate and consensus. The profit contribution from property sales fell 14% 

y-o-y to HKD3,376m, as the majority of bookings in FY14 came from Double Cove 

Starview, relative to the sizable bookings from The Reach in FY13. Net rental income 

increased by 7% to HKD5,988m, partly helped by the new contribution of Henderson 688 

in Shanghai. Core EPS came in at HKD3.11, up 2% y-o-y. The final dividend of 

HKD0.76 per share brings full-year DPS to HKD1.10, representing a yield of 2.1% or a 

35% pay-out ratio, a slight improvement from last year’s 32%. Net gearing improved y-o-

y to 15.7% (vs. 17.2% in FY13). HLD announced another 1-for-10 bonus share issue, 

which will become effective in early June 2015 (not captured in our current estimates yet). 

Slight dip in the sales pipeline in FY15: HLD’s saleable resources in FY15 consist of 

3,177 units, 15% less than the 3,732 units in FY14, mainly because new project launches are 

set to decline by c23% y-o-y. According to HLD, the estimated total new saleable resources 

are around 6.5m sqft (7.65m sqft, minus 1.12m sqft of investment properties), with saleable 

resources in FY16-17 looking thin at a total of 1.69m sqft vs. FY15 at 1.82m sqft. 

Good progress on the urban redevelopment portfolio: HLD increased its stake in 17 

projects to above 80% and secured 100% ownership on another four projects. 

Management indicated it will focus on core locations in a competitive market environment 

and, as a result, its land cost should increase. However, management believes urban 

redevelopment will remain a profitable business, especially with the uptrend in the 

average price per sqft of small-sized units. As of end-FY14, the average land cost for the 

40 redevelopment projects (attributable GFA: 3.4m sqft) measured HKD6,300psf, 11% 

above the HKD5,600psf as of 1H14. 

We establish a Hold rating with a TP of HKD54.10 (up 1% from HKD53.50) based on 

an unchanged target discount of 40% (0.5 S.D. below historical mean) to our current fair 

value estimate of NAV at HKD90.2 per share. Our previous rating was Neutral under the 

old rating system. Based on our updated price assumptions and development schedule, our 

NAV is revised up by 1% and our 2015-16 core profit estimate has been raised by 2-5%. 

We also introduce our 2017 estimates in this report. Key upside risks include a sharp rise 

in property prices or speeding up of agricultural land conversion. Key downside risks 

include an earlier-than-expected rate hike and further tightening policies. 
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Financial statements 

Year to 12/2014a 12/2015e 12/2016e 12/2017e

Profit & loss summary (HKDm) 

Property development revenue 15,466 15,996 15,563 15,173 
Property investment & other rev. 7,905 8,564 9,127 9,691 
Cost of sales (16,788) (16,588) (16,804) (17,078)
Gross profit 6,583 7,972 7,886 7,786 
Selling & Admin expenses (3,212) (3,373) (3,667) (3,988)
Other income and gains 2,679 2,007 2,067 2,129 
Operating profit/EBIT 6,050 6,606 6,286 5,926 
Net interest expense  (495) (486) (574) (633)
Revaluation gain 5,538 0 0 0 
PBT 18,473 11,628 11,542 11,718 
Taxation (1,533) (1,012) (942) (897)
Minority interests (188) (1,026) (761) (659)
Net profit 16,752 9,590 9,839 10,162 
Core Profit 9,292 9,590 9,839 10,162 

Cash flow summary (HKDm)   

Cash flow from operations 2,857 1,174 3,505 5,460 

Capex (395) (491) (1,100) (950)
New shares issued 0 0 0 0 
Dividends paid (3,281) (3,387) (3,474) (3,588)
Others (4,083) 5,431 3,020 591 
Net change in cash (8,571) 1,144 243 (254)
Cash at the beginning 13,915 10,303 11,447 11,690 
Cash at the end 10,303 11,447 11,690 11,437 
Balance sheet summary (HKDm)   

Shareholders' funds 238,150 238,847 239,381 239,529 

Long-term liabilities 29,112 35,153 36,744 36,205 
Minority interests 5,067 6,093 6,854 7,513 
Deferred items 12,411 12,666 12,938 13,227 
Total capital employed 284,740 292,758 295,916 296,474 
Fixed assets 119,705 123,771 126,031 128,226 
Other assets 91,169 92,344 93,624 94,946 
Current assets 106,106 109,063 111,880 113,678 
Total assets 316,980 325,178 331,535 336,849 

Ratio, growth and per share analysis 

Year to 12/2014a 12/2015e 12/2016e 12/2017e

y-o-y % change   

Operating profit 14% 1% -4% -5%
PBT 4% -37% -1% 2%
Reported EPS 3% -43% 3% 3%
HSBC EPS 2% 3% 3% 3%

Ratios (%)   
ROIC ex-exceptional  3% 3% 4% 4%
ROAE ex-exceptional  4% 4% 4% 4%
ROAA ex-exceptional 3% 3% 3% 3%
Operating margin 30% 28% 27% 26%
Core profit margin 40% 39% 40% 41%
Interest cover ex-exceptional (x) 10.5 6.6 5.7 5.4 
Net debt/equity 16% 15% 16% 17%

Per share data (HKD)   
Reported EPS (fully diluted) 5.62 3.20 3.28 3.39
HSBC EPS (fully diluted) 3.11 3.20 3.28 3.39
DPS 1.10 1.13 1.16 1.20

 

  
HLD: NAV breakdown 

Particulars (HKDm) (HKD/sh) % of GAV

HK Development properties 43,030 14.3 13.7%

HK Investment properties:
Office/Retail 104,884 35.0 33.5%
Residential 8,260 2.8 2.6%
Others 2,883 1.0 0.9%
Hotel 9,746 3.2 3.1%
China properties 45,595 15.2 14.6%
Listed investments 92,996 31.0 31.5%
Net debt (36,686) (12.2)
Outstanding LAT for China properties (34) (0.0)
Est. NAV 270,674 90.2 100.0%

Source: HSBC estimates 

NAV discount chart 

Source: Company data, HSBC estimates 

 

Price relative 

Source: HSBC  
Note: Price as of 23 March 2015 
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HLD reported FY14 core profit of HKD9,292m, 3% above our estimate. The stable 4% y-o-y growth was 

anchored by property leasing and Hong Kong & China Gas (3 HK, HKD17.60, Neutral under the old rating 

system), while property development for sale slipped slightly y-o-y. We are expecting that HLD will be 

delivering steady growth in the coming few years, albeit at a slow rate, but the swing factor will likely be how 

quickly the company can bring more projects onto the pre-sales pipeline through urban redevelopment 

initiatives and better still farmland conversion. The company in its effort to continue to enlarge the share 

capital base has announced a 1-for-10 bonus share issue. A final DPS of HKD0.76 was announced, with full-

year DPS up 4% y-o-y, the pay-out ratio increased to 35% (from 32% in FY13). 

We establish a Hold rating (from Neutral in our old rating system) on HLD and slightly revise our fair 

value TP up by 1% from HKD53.50 to HKD54.10 upon a 1% upward revision in the current estimate of 

NAV from HKD89.20 to HKD90.20 per share. We also raise our EPS estimates for FY15-16 by 2-5% 

upon updated price and development schedule assumptions, and introduce our FY17 estimates. 

Property development prospects look stable 

Property development contributed HKD3.376m in FY14, 14% lower y-o-y as the majority of the profits 

booked this year were from Double Cove Starview, which is a smaller scale project than The Reach that 

was booked in FY13. Hong Kong contracted sales totalled HKD13.9bn, up 33% higher y-o-y, mainly 

reflecting the launch of Double Cove Starview, Double Cove Starview Prime and the inventory clearance 

of The Reach. China contracted sales were down 29% y-o-y amid broader market sluggishness in China’s 

property market, but 2H14 (up slightly y-o-y) was noticeably stronger, along with positive moves in 

policies since mid-year 2014 and the interest rate cut towards year-end 2014.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
  

Stability assured, but may 
need more ‘kick’ 

 

Properties sales & pre-sales in China 

Source: Company data 
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Slight dip in sales pipeline in FY15, and onwards 

In FY15, HLD will be launching nine new projects for sale involving a total of 2,002 units. Together with 

the inventory carried over from FY14, there will a total of 3,117 units available for sale this year. This 

potential sales pipeline is some 15% lower than the 3,732 units back in FY14, mainly because the number of 

units from new project launches is 23% lower y-o-y. According to HLD, the estimated total new saleable 

resources are around 6.5m sqft (7.65m sqft, minus 1.12m sqft of investment properties), with saleable 

resources in FY16-17 looking thin at a total of 1.69m sqft vs. FY15 at 1.82m sqft. Based on the receding 

planned GFA available for sales, we believe the company will have some degree of urgency to try and add 

to the landbank, and the most convenient channels being from auctions/tenders or urban redevelopment. 

Major projects in Hong Kong for sale/ pre-sale and leasing in FY14  

Project name and locations Usage* HLD’s 
interest

No. of 

R Units

Attributable GFA/ 
Saleable Area (sqft) 

Expected 
completion 

 C R  
Jones Hive – 8 Jones Street, Causeway Bay (launched in Jan 
2015) 

R 80% 119 - 45,081 1H17 

200 Ma Tau Wai Road, To Kwa Wan C/R 100% 120 4,458 36,764 4Q16/1Q17 
High Park Grand – 68 Boundary Street, Kowloon C/R 100% 41 10,125 50,625 Completed 
33 Shing On Street, Sai Wan Ho C/R 100% 234 13,914 65,857 4Q16/1Q17 
Double Cove (Phase 4) – 8 Wu Kai Sha Road, Ma On Shan R 59% 474 - 228,428 4Q15/1Q16 
Double Cove (Phase 5) – 8 Wu Kai Sha Road, Ma On Shan R 59% 176 - 196,442 1H16 
50-56 and 58-64 Ma Tau Kok Road and 162-168 Pau Chung 
Street, To Kwa Wan 

C/R 100% 300 16,996 85,478 1H17 

11-33 Li Tak Street, Tai Kok Tsui C/R 100% 448 42,004 134,396 2Q / 3Q 17 
23 Robinson Road, Mid-Levels R 25% 90 - 39,334 4Q17 
Total 2,002 87,497 882,406  
Total GFA attributable to HLD for sale/pre-sale 882,406  

Source: Company data. R = Residential, C = Commercial  

 

Pre-sale schedule as of March 2015 

Attributable GFA/Saleable Area (m sqft) Investment

Properties

2015 2016-17 2017 or 

onwards 

Total 

Major developments with inventories* 0.15 0.94 - - 1.09 
Projects for sale/ pre-sale & leasing in 2015* 0.09 0.88 - - 0.97 
Existing five urban redevelopment projects for sale/ leasing  0.36 - - 0.93 1.29 
13 Newly-acquired urban redevelopment projects with 100% 
ownership 

0.19 - 1.13 - 1.31 

27 Newly-acquired urban redevelopment projects with 80% or above 
ownership 

- - - 2.09 2.09 

Two newly acquired land sites from public tender 0.34 - 0.56 - 0.90 
Total 1.12 1.82 1.69 3.02 7.65 

Source: Company data, HSBC. *For launched project, area of the residential portion is calculated on saleable basis. 

 
 
Continuing to make good progress with the urban redevelopment portfolio 

HLD has increased the stake in 17 projects to above 80% and consolidated 100% ownership for four projects. 

In the Hung Hom/Whampoa area alone, HLD added 11 land sites (totalling c488,000 sqft of attributable 

GFA) to its land bank. As of end-FY14, there are a total of 40 urban redevelopment projects with over 80% 

ownership acquired, representing a total attributable GFA of 3.4m sqft. Total land cost of these projects are 

estimated to be about HKD21.5bn, or HKD6,300psf, 11% above the HKD5,600psf as of 1H14. Management 

has indicated the intent to move to what the company believes are more core locations amid a competitive 
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market environment and, as a result, the land cost will increase, but HLD still believes that this is a profitable 

business, especially with the upward momentum of average price per sqft of small-sized units. 

Progress of old building acquisitions in urban areas 

Ownership acquired  ________ 2012 _________  ______ 2013 ______  ______ 1H14 _______  ______ 2014 _______ 
  No of No of No of  No of 
 GFA (sqft) projects GFA (sqft) projects GFA (sqft) projects GFA (sqft) projects 

100% 1,481,104 20 1,404,029 23 1,070,922 15 1,312,499 13 
80% or above & <100% 1,600,868 18 2,170,763 17 1,997,233 16 2,090,314 27 
below 80% but more than 20% 4,200,000 37 3,800,000 41 3,800,000 41 2,740,000 40 
Total 7,281,972 75 7,374,792 81 6,868,155 72 6,142,813 80 
% change from previous period -9% -11% 1% 8% -7% -11% -11% 11% 

Source: Company data, HSBC 

 

More patience required for farmland conversion 

HLD’s farm land reserve has increased by 2m sqft y-o-y to 44.5m sqft in total (relative to 42.5m sqft in 

FY13) and it remains as the Hong Kong developer with the largest farmland holding. In Kwu Tung North 

and Fanling North, HLD continues to expect c800,000 sqft will be eligible for a land exchange for sites 

with a total GFA of 4m sqft (assuming a 5x plot ratio). Meanwhile, it expects another 2m sqft of site in 

the two new development areas to be eligible for cash compensation. HLD also holds c5.5m sqft of land 

in the Hung Shui Kiu New Development Area (NDA).  

Potential land exchange and cash compensation by area 

Kwu Tung North & Fanling North Land Area (sqft)  
Land Area eligible for applications for in-situ land exchange  ~800,000  
Land Area subject to resumption for public use through cash 
compensation 

~2,000,000  

Total ~2,800,000  
  
Application for In-situ Land Exchange  
New Development Area Land Area (sqft) Expected GFA for redevelopment (sqft) 
Fanling North 787,000 3,730,000 
Kwu Tung 45,000 270,000 
Total 832,000 4,000,000 

Source: Company data 

 

Stable growth for property leasing 

HLD’s gross rental income (including associates and JCE) grew 7% y-o-y to HKD6,424m in Hong Kong 

and 14% to HKD1,480m in China. Total net rental income of HKD5,988m (+7% y-o-y) implies a margin 

of 75.8%, c1ppt lower y-o-y, because China’s rental margin was down from 82% to 74%, as Henderson 

688 in Shanghai opened in FY14 and is still ramping up. 

In Hong Kong, contributions from IFC grew 6% y-o-y to HKD1,812m, while that of others grew 7% y-o-y. 

In China, the two major buildings, World Financial Centre in Beijing saw an occupancy pick-up of 4ppt to 

97%, while Henderson Metropolitan in Shanghai saw a 3ppt decrease in occupancy, both relative to the 

numbers in 1H14. 
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Gross rental income, Hong Kong  Gross rental income, China 

 

 

 
Source: Company data  Source: Company data 
   

 

 1H13 (ended June) 2H13 (ended Dec) 1H14 (ended June) 2H14 (ended Dec) 

Leasing business HK CH Overall HK CH Overall HK CH Overall HK CH Overall 
Gross rental income (HKDm) 2,942 644 3,586 3,062 659 3,721 3,146 708 3,854 3,278 772 4,050
h-o-h (pt)  5% 6% 6% 4% 2% 10% 3% 7% 4% 4% 9% 9%
Net rental income (HKD) 2,236 509 2,745 2,298 562 2,860 2,410 547 2,957 2,482 549 3,031
h-o-h (pt) 10% 11% 10% 3% 10% 14% 5% -3% 3% 3% 0% 6%
Margin 76% 79% 77% 75% 85% 77% 77% 77% 77% 76% 71% 75%
h-o-h (pt) 3 3 3 (1) 6 0 2 (8) (0) (1) (6) (2)

Source: Company data 

 
  
Two major investment properties in China 

City Project Occupancy rate Gross rental income (HKDm) 

  1H13 2H13 1H14 2H14 h-o-h 1H13 2H13 1H14 2H14 h-o-h 
Beijing World Financial Centre 97% 96% 93% 97% 4% 260 251 273 315 15% 
Shanghai Henderson Metropolitan 96% 94% 95% 92% -3% 102 109 110 113 3% 

Source: Company data 

 

Other notable highlights 

Henderson declared a final dividend of HKD0.76, bringing the full-year dividend per share (DPS) to 

HKD1.10 with a 35% pay-out ratio (vs. 32% in FY13). Also, HLD proposes to make a bonus issue of one 

new share fully paid for every 10 ordinary shares, which will become effective in early June 2015 (not 

captured in our current estimates yet).  

Hong Kong & China Gas contributed HKD2,752m in terms of net profit to shareholders, showing a 

stable 11% increase relative to the HKD2,480m in FY13.  

Finance cost was down 10% y-o-y to HKD859m from HKD957m, mainly due to a reduction of long-

term debt. The Group’s effective borrowing rate was at 4.0% p.a., lower than the 4.44% in FY13.  

Net gearing increased slightly from 13.6% as of 1H14 to 15.7% at end-FY14, still below the 17.2% as of 

end-FY13. Net debt is slightly down by 2% y-o-y to HKD37.4bn, while total debt was down by 9% y-o-y 

to HKD47.7bn, respectively. 
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Book NAV was down 4% y-o-y to HKD82.77 as of end-FY14 before the adjustment for the 1-for-10 

bonus share issuance. The Book NAV per share as of end-FY13 was HKD79.38 

What’s changed  

We raise our core profit and EPS estimates by 2-5% upon our updated development schedule and price 

assumptions. Our core profits are largely in line with consensus. Our DPS is raised by a higher percentage 

of 4-6% to reflect the higher pay-out ratio realised in FY14. Based on the changes, we also raise our fair 

value estimate of the current NAV by 1% from HKD89.20 per share to HKD90.20 per share.  

Summary of estimate changes 

 FY2015e FY2016e FY2017e Fwd NAV (HKD) 

Core profit (HKDm)   
Old estimate 9,170 9,606 NA 89.2 
New estimate 9,590 9,839 10,162 90.2 
% change 4.6% 2.4% NA 1.1% 
Consensus - Bloomberg 9274 9745 NA  
% difference 3.4% 1.0% NA  
EPS (HKD)   
Old estimate 3.06 3.20 NA  
New estimate 3.20 3.28 3.39  
% difference 4.6% 2.4% NA  
DPS (HKD)   
Old estimate 1.07 1.12 NA  
New estimate 1.13 1.16 1.19  
% change 5.5% 3.6% NA  

Source: HSBC estimates 

 

Valuation and risks 

We establish a Hold rating on the stock and set our fair value TP to be HKD54.10 (revised up by 1% from 

HKD53.50) based on an unchanged target discount of 40% (0.5 S.D. below historical mean) to our fair 

value estimate of NAV at HKD90.20 per share. Our NAV has been revised up by 1% from our mainly on 

the back of updated development schedule and price assumptions. Key upside risks include a sharp 

increase in property prices or speeding up of agricultural land conversion. Key downside risks include an 

earlier-than-expected rate hike and further tightening policies. 

Valuation and risks for Hong Kong & China Gas (3 HK, HKD17.60, Neutral, TP HKD19.40) 

Valuation: Our target price of HKD19.40 is based on a SOTP valuation. We value Towngas HK (WAAC 

4.4%) and the Chinese subsidiaries of HKCG and Towngas China (WAAC 6.4%) and HK Aviation 

fuel/landfill gas (WAAC 5.0%) using DCF. Total associates and JCEs (except property) are valued based on a 

12x 2014e PE, while the HSBC property research team’s IFC valuation is used for HKCG’s 15.8% interest. 

Key downside risks: industrial volumes decline with slowing GDP; citygate gas price increases that 

cannot be passed through to customers. Key upside risks: availability of gas resulting in a higher growth 

rate, improved utilisation of existing gas pipelines, strong volume growth, and earlier-than-expected 

completion of new energy projects. 
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FY14 results comparison table 

(HKDm) FY 2013a FY 2014a HSBC 2014e Difference y-o-y % chg Remarks 

Turnover   
Sales of properties 15,743 15,466 15,565 -1% -2% Main projects booked include Double Cove Starview and 

inventory sold at The Reach  
Rental income 4,994 5,445 5,422 0% 9% Steady increase y-o-y helped by the additional income from 

Henderson 688 in Shanghai 
Hotel 194 188 290 -35% -3%
Department store, 
Infrastructure and Others 

2,358 2,272 2,476 -8% -4%

Total Turnover 23,289 23,371 23,752 -2% 0%
   
Cost of sales -14,508 (14,168) (16,208) -13% -2%
   
Gross profit 8,781 9,203 7,545 22% 5%
Selling and admin expenses -3,186 (3,212) (3,466) -7% 1% Selling and admin experience increased by only 1% y-o-y. 
Others expenses/income 530 965 2,538 -62% 82%
Other gains (mainly 
revaluation gains) 

6,345 5,538 - NA -13%

Profit from operating 
activities 

12,470 12,494 6,627 89% 0%

   
Finance cost -957 (859) (959) -10% -10% Lower-than-expected finance cost, which is attributable to a lower 

total debt, especially at the long duration part 
Share of results of 
associates & JCE 

6,282 6,838 5,420 26% 9%

Profit before taxation 17,795 18,473 11,088 67% 4%
Taxation -1,739 (1,533) (1,088) 41% -12%
Minority interests -108 (188) (973) -81% 74%
Net profit 15,948 16,752 9,027 86% 5%
   
Effect of revaluation gain on 
IP, net of deferred taxes 

-7,010 -7,460 6%

Core profit 8,938 9,292 9,027 3% 4%
   
Reported EPS (HKD) 5.43 5.62 3.04 85% 3%
Core EPS (HKD) 3.04 3.11 3.04 2% 2%
DPS (HKD) 1.06 1.10 1.06 4% NA Y-o-y comparison not applicable due to the scrip dividend
Pay-out ratio 32% 35% 35% 1% 11% Pay-out ratio shows an improvement from 32% in FY13 to 35% in 

FY14 
   
Liquidity   
Long-term borrowings 43,580 34,133 -22%
Short-term borrowings 8,679 13,590 57%
Cash 13,915 10,303 -26%
Net debt  38,344 37,420 -2%
Shareholders’ equity 223,402 238,150 7%
Net gearing 17.2% 15.7% (1.5)
   
Margins   
Gross margin 38% 39% 1.7
PBT margin 76% 79% 2.6
Reported NP margin 68% 72% 3.2
Underlying NP margin 38% 40% 1.4

Source: Company data, HSBC 
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existing holdings, risk tolerance and other considerations and that investors utilise various disciplines and investment horizons 
when making investment decisions. Ratings should not be used or relied on in isolation as investment advice. Different 
securities firms use a variety of ratings terms as well as different rating systems to describe their recommendations and 
therefore investors should carefully read the definitions of the ratings used in each research report. Further, investors should 
carefully read the entire research report and not infer its contents from the rating because research reports contain more 
complete information concerning the analysts' views and the basis for the rating. 

From 23rd March 2015 HSBC has assigned ratings on the following basis: 

The target price is based on the analyst’s assessment of the stock’s actual current value, although we expect it to take six to 12 
months for the market price to reflect this. When the target price is more than 20% above the current share price, the stock will 
be classified as a Buy; when it is between 5% and 20% above the current share price, the stock may be classified as a Buy or a 
Hold; when it is between 5% below and 5% above the current share price, the stock will be classified as a Hold; when it is 
between 5% and 20% below the current share price, the stock may be classified as a Hold or a Reduce; and when it is more 
than 20% below the current share price, the stock will be classified as a Reduce. 

Our ratings are re-calibrated against these bands at the time of any 'material change' (initiation or resumption of coverage, 
change in target price or estimates).  

Upside/Downside is the percentage difference between the target price and the share price. 

Prior to this date, HSBC’s rating structure was applied on the following basis: 

For each stock we set a required rate of return calculated from the cost of equity for that stock’s domestic or, as appropriate, 
regional market established by our strategy team. The target price for a stock represented the value the analyst expected the 
stock to reach over our performance horizon. The performance horizon was 12 months. For a stock to be classified as 
Overweight, the potential return, which equals the percentage difference between the current share price and the target price, 
including the forecast dividend yield when indicated, had to exceed the required return by at least 5 percentage points over the 
succeeding 12 months (or 10 percentage points for a stock classified as Volatile*). For a stock to be classified as Underweight, 
the stock was expected to underperform its required return by at least 5 percentage points over the succeeding 12 months (or 10 
percentage points for a stock classified as Volatile*). Stocks between these bands were classified as Neutral. 

*A stock was classified as volatile if its historical volatility had exceeded 40%, if the stock had been listed for less than 12 
months (unless it was in an industry or sector where volatility is low) or if the analyst expected significant volatility. However, 
stocks which we did not consider volatile may in fact also have behaved in such a way. Historical volatility was defined as the 
past month's average of the daily 365-day moving average volatilities. In order to avoid misleadingly frequent changes in 
rating, however, volatility had to move 2.5 percentage points past the 40% benchmark in either direction for a stock's status to 
change. 
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Rating distribution for long-term investment opportunities 

As of 24 March 2015, the distribution of all ratings published is as follows: 
Buy 41% (30% of these provided with Investment Banking Services) 

Hold 40% (28% of these provided with Investment Banking Services) 

Sell 19% (20% of these provided with Investment Banking Services) 

   

For the purposes of the distribution above the following mapping structure is used during the transition from the previous to 
current rating models: under our previous model, Overweight = Buy, Neutral = Hold and Underweight = Sell; under our 
current model Buy = Buy, Hold = Hold and Reduce = Sell. For rating definitions under both models, please see “Stock ratings 
and basis for financial analysis” above. 

Share price and rating changes for long-term investment opportunities 

Henderson Land (0012.HK) Share Price performance HKD Vs HSBC rating 

history 

 Recommendation & price target history 

From To Date 

Overweight Neutral 27 January 2014 
Neutral Restricted 23 June 2014 
Restricted Neutral 06 October 2014 
Target Price Value Date 

Price 1 57.85 19 October 2012 
Price 2 53.72 25 March 2013 
Price 3 57.09 22 August 2013 
Price 4 42.73 27 January 2014 
Price 5 42.36 23 March 2014 
Price 6 Restricted 23 June 2014 
Price 7 53.50 06 October 2014 

Source: HSBC 

 

Source: HSBC 
 
Hong Kong & China Gas (0003.HK) Share Price performance HKD Vs HSBC 

rating history 

 Recommendation & price target history 

From To Date 

N/A Overweight 16 October 2012 
Overweight Neutral 25 April 2013 
Neutral Overweight 13 June 2013 
Overweight Neutral 12 February 2015 
Target Price Value Date 

Price 1 20.91 16 October 2012 
Price 2 22.73 18 March 2013 
Price 3 23.00 13 June 2013 
Price 4 24.00 04 July 2013 
Price 5 23.00 11 November 2013 
Price 6 20.00 19 March 2014 
Price 7 21.00 25 May 2014 
Price 8 22.00 09 June 2014 
Price 9 19.40 12 February 2015 

Source: HSBC 

 

Source: HSBC 
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HSBC & Analyst disclosures 
Disclosure checklist 

Company Ticker Recent price Price Date Disclosure

HENDERSON LAND 0012.HK 51.50 23-Mar-2015 5, 6, 11
HONG KONG & CHINA GAS 0003.HK 17.60 23-Mar-2015 4, 6

Source: HSBC 

1 HSBC has managed or co-managed a public offering of securities for this company within the past 12 months. 
2 HSBC expects to receive or intends to seek compensation for investment banking services from this company in the next 

3 months. 
3 At the time of publication of this report, HSBC Securities (USA) Inc. is a Market Maker in securities issued by this 

company. 
4 As of 28 February 2015 HSBC beneficially owned 1% or more of a class of common equity securities of this company. 
5 As of 31 January 2015, this company was a client of HSBC or had during the preceding 12 month period been a client of 

and/or paid compensation to HSBC in respect of investment banking services. 
6 As of 31 January 2015, this company was a client of HSBC or had during the preceding 12 month period been a client of 

and/or paid compensation to HSBC in respect of non-investment banking securities-related services. 
7 As of 31 January 2015, this company was a client of HSBC or had during the preceding 12 month period been a client of 

and/or paid compensation to HSBC in respect of non-securities services. 
8 A covering analyst/s has received compensation from this company in the past 12 months. 
9 A covering analyst/s or a member of his/her household has a financial interest in the securities of this company, as 

detailed below. 
10 A covering analyst/s or a member of his/her household is an officer, director or supervisory board member of this 

company, as detailed below. 
11 At the time of publication of this report, HSBC is a non-US Market Maker in securities issued by this company and/or in 

securities in respect of this company 
  
HSBC and its affiliates will from time to time sell to and buy from customers the securities/instruments (including derivatives) 
of companies covered in HSBC Research on a principal or agency basis. 

Analysts, economists, and strategists are paid in part by reference to the profitability of HSBC which includes investment 
banking revenues.  

Whether, or in what time frame, an update of this analysis will be published is not determined in advance. 

For disclosures in respect of any company mentioned in this report, please see the most recently published report on that 
company available at www.hsbcnet.com/research. 

Additional disclosures 
1 This report is dated as at 24 March 2015. 
2 All market data included in this report are dated as at close 23 March 2015, unless otherwise indicated in the report. 
3 HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its 

Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of Research 
operate and have a management reporting line independent of HSBC's Investment Banking business. Information Barrier 
procedures are in place between the Investment Banking and Research businesses to ensure that any confidential and/or 
price sensitive information is handled in an appropriate manner. 
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Disclaimer 
* Legal entities as at 30 May 2014  
‘UAE’ HSBC Bank Middle East Limited, Dubai; ‘HK’ The Hongkong and Shanghai Banking Corporation 
Limited, Hong Kong; ‘TW’ HSBC Securities (Taiwan) Corporation Limited; 'CA' HSBC Bank Canada, 
Toronto; HSBC Bank, Paris Branch; HSBC France; ‘DE’ HSBC Trinkaus & Burkhardt AG, Düsseldorf; 000 
HSBC Bank (RR), Moscow; ‘IN’ HSBC Securities and Capital Markets (India) Private Limited, Mumbai; 
‘JP’ HSBC Securities (Japan) Limited, Tokyo; ‘EG’ HSBC Securities Egypt SAE, Cairo; ‘CN’ HSBC 
Investment Bank Asia Limited, Beijing Representative Office; The Hongkong and Shanghai Banking 
Corporation Limited, Singapore Branch; The Hongkong and Shanghai Banking Corporation Limited, Seoul 
Securities Branch; The Hongkong and Shanghai Banking Corporation Limited, Seoul Branch; HSBC 
Securities (South Africa) (Pty) Ltd, Johannesburg; HSBC Bank plc, London, Madrid, Milan, Stockholm, Tel 
Aviv; ‘US’ HSBC Securities (USA) Inc, New York; HSBC Yatirim Menkul Degerler AS, Istanbul; HSBC 
México, SA, Institución de Banca Múltiple, Grupo Financiero HSBC; HSBC Bank Brasil SA – Banco 
Múltiplo; HSBC Bank Australia Limited; HSBC Bank Argentina SA; HSBC Saudi Arabia Limited; The 
Hongkong and Shanghai Banking Corporation Limited, New Zealand Branch incorporated in Hong Kong 
SAR; The Hongkong and Shanghai Banking Corporation Limited, Bangkok Branch 

Issuer of report 

The Hongkong and Shanghai Banking 
Corporation Limited 
Level 19, 1 Queen’s Road Central 

Hong Kong SAR 

Telephone: +852 2843 9111 

Fax: +852 2596 0200 

Website: www.research.hsbc.com 

This document has been issued by The Hongkong and Shanghai Banking Corporation Limited (“HSBC”) in the conduct of its Hong Kong regulated business 
for the information of its institutional and professional investor (as defined by Securities and Future Ordinance (Chapter 571)) customers; it is not intended for 
and should not be distributed to retail customers in Hong Kong. The Hongkong and Shanghai Banking Corporation Limited is regulated by the Hong Kong 
Monetary Authority. All enquires by recipients in Hong Kong must be directed to your HSBC contact in Hong Kong. If it is received by a customer of an 
affiliate of HSBC, its provision to the recipient is subject to the terms of business in place between the recipient and such affiliate. This document is not and 
should not be construed as an offer to sell or the solicitation of an offer to purchase or subscribe for any investment. HSBC has based this document on 
information obtained from sources it believes to be reliable but which it has not independently verified; HSBC makes no guarantee, representation or warranty 
and accepts no responsibility or liability as to its accuracy or completeness. Expressions of opinion are those of the Research Division of HSBC only and are 
subject to change without notice. HSBC and its affiliates and/or their officers, directors and employees may have positions in any securities mentioned in this 
document (or in any related investment) and may from time to time add to or dispose of any such securities (or investment). HSBC and its affiliates may act as 
market maker or have assumed an underwriting commitment in the securities of companies discussed in this document (or in related investments), may sell 
them to or buy them from customers on a principal basis and may also perform or seek to perform investment banking or underwriting services for or relating to 
those companies.  
HSBC Securities (USA) Inc. accepts responsibility for the content of this research report prepared by its non-US foreign affiliate. All U.S. persons receiving 
and/or accessing this report and wishing to effect transactions in any security discussed herein should do so with HSBC Securities (USA) Inc. in the United 
States and not with its non-US foreign affiliate, the issuer of this report. 
In the UK this report may only be distributed to persons of a kind described in Article 19(5) of the Financial Services and Markets Act 2000 (Financial 
Promotion) Order 2005. The protections afforded by the UK regulatory regime are available only to those dealing with a representative of HSBC Bank plc in 
the UK. In Singapore, this publication is distributed by The Hongkong and Shanghai Banking Corporation Limited, Singapore Branch for the general 
information of institutional investors or other persons specified in Sections 274 and 304 of the Securities and Futures Act (Chapter 289) (“SFA”) and accredited 
investors and other persons in accordance with the conditions specified in Sections 275 and 305 of the SFA. This publication is not a prospectus as defined in 
the SFA. It may not be further distributed in whole or in part for any purpose. The Hongkong and Shanghai Banking Corporation Limited Singapore Branch is 
regulated by the Monetary Authority of Singapore. Recipients in Singapore should contact a "Hongkong and Shanghai Banking Corporation Limited, Singapore 
Branch" representative in respect of any matters arising from, or in connection with this report. In Australia, this publication has been distributed by The 
Hongkong and Shanghai Banking Corporation Limited (ABN 65 117 925 970, AFSL 301737) for the general information of its “wholesale” customers (as 
defined in the Corporations Act 2001). Where distributed to retail customers, this research is distributed by HSBC Bank Australia Limited (AFSL No. 232595). 
These respective entities make no representations that the products or services mentioned in this document are available to persons in Australia or are 
necessarily suitable for any particular person or appropriate in accordance with local law. No consideration has been given to the particular investment 
objectives, financial situation or particular needs of any recipient. This publication is distributed in New Zealand by The Hongkong and Shanghai Banking 
Corporation Limited, New Zealand Branch incorporated in Hong Kong SAR. 
In Japan, this publication has been distributed by HSBC Securities (Japan) Limited. It may not be further distributed in whole or in part for any purpose. In 
Korea, this publication is distributed by The Hongkong and Shanghai Banking Corporation Limited, Seoul Securities Branch ("HBAP SLS") for the general 
information of professional investors specified in Article 9 of the Financial Investment Services and Capital Markets Act (“FSCMA”). This publication is not a 
prospectus as defined in the FSCMA. It may not be further distributed in whole or in part for any purpose. HBAP SLS is regulated by the Financial Services 
Commission and the Financial Supervisory Service of Korea. 
In Canada, this document has been distributed by HSBC Bank Canada and/or its affiliates. Where this document contains market updates/overviews, or similar 
materials (collectively deemed “Commentary” in Canada although other affiliate jurisdictions may term “Commentary” as either “macro-research” or 
“research”), the Commentary is not an offer to sell, or a solicitation of an offer to sell or subscribe for, any financial product or instrument (including, without 
limitation, any currencies, securities, commodities or other financial instruments). 
© Copyright 2015, The Hongkong and Shanghai Banking Corporation Limited, ALL RIGHTS RESERVED. No part of this publication may be reproduced, 
stored in a retrieval system, or transmitted, on any form or by any means, electronic, mechanical, photocopying, recording, or otherwise, without the prior 
written permission of The Hongkong and Shanghai Banking Corporation Limited. MICA (P) 157/06/2014, MICA (P) 136/02/2015 and MICA (P) 041/01/2015 
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