Business Model and Strategic Direction
Business Model
Henderson Land has established a diversified business model
which comprises “three pillars” namely, property investment,
strategic investments and property development in both Hong
Kong and mainland China. The property investment business
and strategic investments provide a reliable and growing
income source to the Group, while the property development
business is a dynamic profit driver.
The Group’s property development business in Hong Kong is
vertically integrated, enabling the design, development,
construction, sales and management of development projects
to be executed in an efficient manner. In addition to actively
participating in public tenders, the Group also applies a cost
effective approach of land banking by acquiring old buildings
for redevelopment in the urban areas and converting the
land-use of New Territories land in order to obtain development
land sites at a reasonable cost. For mainland China projects,
the Group focuses on large-scale residential developments in
the first-tier cities as well as the second-tier cities with high
growth potential, which are characterised by a preponderance
of middle class residents, whilst also owning a premier
portfolio of commercial investment properties in the
first-tier cities.
In Hong Kong, the Group’s substantial and diverse property
investment portfolio mainly comprises offices and shopping
arcades in core areas, as well as a number of large-scale
shopping malls located in strategic locations above or adjacent
to MTR stations. In mainland China, the Group owns
exceptionally well designed and quality large-scale
commercial complexes situated in prime locations for
rental purposes.
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As regards strategic investments, the Group is the largest
shareholder of three listed companies, namely, The Hong
Kong and China Gas Company Limited (“HKCG”), Miramar
Hotel and Investment Company, Limited (“Miramar”) and
Hong Kong Ferry (Holdings) Company Limited (“HKF”).
HKCG is engaged in the production and distribution of gas in
Hong Kong and mainland China. Miramar is engaged in
property investment, hotel operation and food and beverage
operations. HKF is engaged in property development and
investment. HKCG, being a public utility company, provides
a very substantial income to the Group.

Strategic Direction
The Group is dedicated to maximising value for shareholders
over the long term by executing the following strategies:

Building for a sustainable future with low land costs
The Group actively participates in public tenders. In addition,
the Group also replenishes its land bank by acquiring old
tenement buildings for redevelopment and applying for
land-use conversion for its portfolio of New Territories land.
Such dual approach to land banking has proven to be a reliable
source of land supply with a reasonable acquisition cost,
which is beneficial to the Group’s development returns in the
long term.
As a sustainable property developer, the Group is highly
proactive in its commitment to environmental stewardship
during the process of its development activities, and carefully
anticipates the needs and concerns of society.
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Locating prime sites for property investment with a
stable income stream
The Group’s property investment portfolio is well diversified
with commercial properties situated in prime locations,
generating a recurring and steady income stream. Furthermore,
the department store business operated by the Group’s listed
subsidiary – Henderson Investment Limited, mainly at the
Group’s properties, serve to maximise the value and occupancy
rate of the Group’s investment properties.

Holding of strategic investment for constant return
The investments in the three listed associates, HKCG,
Miramar and HKF, provide stable and constant returns for the
Group. The distinctive business nature of HKCG, in particular,
is a supplement to the Group’s core businesses of property
development and property investment and allows Henderson
Land to smooth out the cyclicality of the Group’s property
development business.

Conservative financial strategy
Expanding the mainland China market
Property development and property investment in mainland
China provide the Group with potential for territorial
expansion. The Group will continue to look for development
projects in the first-tier cities, as well as those second-tier
cities with high growth potential, so as to expand its land
bank. Co-operation with local property developers will be
enhanced so as to push forward the property development
business. In addition, in the central locations of major cities,
the Group will actively seek to acquire prime sites for
commercial/office developments for long-term investment
holding. While the demand for quality office spaces on the
mainland is acute, retail malls specifically are facing severe
competition from online shopping. The Group will concentrate
on the development of Grade-A office buildings. Retail
malls will comprise a smaller percentage of the overall
rental portfolio.

The Group employs a conservative funding and treasury
strategy. It consistently keeps a low to moderate financial
gearing ratio with abundant unutilised committed banking
facilities in place that are of medium term in tenor. The Group
maintains an excellent ongoing relationship with the major
commercial banks while endeavouring to diversify its funding
sources through debt issuance in different financial markets.
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