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China Alternative Energy Industry Sector Report 

Sep power consumption up 7%YoY; 
focus on alternative energy players  

Oct 23, 2017 

 China National Energy Administration (NEA) and China Electricity Council 

(CEC)released data on power consumption and generation   

 Overall power consumption grew 7.2%YoY in Sep; 9M17 growth was 6.9%YoY. 

Strong tertiary industrial consumption and recovery in secondary industrial 

consumption were drivers   

 Overall power generation grew 5.3%YoY in Sep; 9M17 growth was 6.4%YoY.  

Strong growth in wind / nuclear power is the bright spot   

 We remain POSITIVE on China Alternative Energy sector. Recommend BUY 

for Longyuan Power (916 HK, BUY, TP HK$7.50) and CGN Power (1816 HK, 

BUY, TP HK$3.00). 
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On Oct 13, China’s National Energy Administration (NEA) released data 

on electricity consumption in Sep. Overall power consumption reached 

532 bn kWh, up 7.2% YoY, vs. the  6.4% YoY increase in Aug. 9M17 

growth was 6.9% YoY vs. 4.5% YoY in 9M16. 
 
Secondary industrial consumption growth remained modest. This 

segment accounted for 64% of total power consumption in Sep. 

Secondary industrial consumption was up 5.1% YoY in Sep, compared to  

2.6% YoY in Aug. 9M17 consumption was up 6.0% YoY - a modest growth 

rate in our view. 
 
Tertiary industrial consumption was robust. This segment accounted 

for 16% of total power consumption in Sep. Tertiary industrial 

consumption was up 11.9% YoY in Sep, similar to 12.7% YoY in Aug. 

9M17 consumption extended its robust trend and was up 10.5% YoY. 
 
Residential consumption serves as another bright spot. This segment 

accounted for 18% of total power consumption in Sep. Residential 

consumption was up 11.7% YoY in Sep, lower than the 16.4% YoY growth 

in Aug. 9M17 consumption was up 7.5% YoY, providing a solid support  

to the national power demand. 

 

China Electricity Council (CEC) released Sep data on electricity 

generation on Oct 23. Overall power generation reached 522 bn kWh 

(+5.3%YoY), up from the 4.8%YoY increase in Aug. 9M17 generation was 

up 6.4% YoY vs. 4.1% YoY in 9M16.    

 

Wind power jumped 47% YoY in Sep – a bright spot. The segment 

accounted for 4% of total power generation in Sep. Wind power 

generation jumped 47%YoY in Sep and 9M17 growth reached 26% YoY. 

Wind power showed the strongest growth in power generation among the 

energy segments.      

 

Nuclear power generation growth stayed strong in Sep. The segment 

accounted for 4% of total power generation in Sep. Nuclear power was up 

22%YoY in Sep, up from 14%YoY in Aug. 9M17 power generation 

extended its robust trend to grow by 19%YoY.  

 

Coal-fired power generation declined in Sep. The segment accounted 

for 69% of total power generation in Sep. Coal-fired generation declined 

0.5% YoY in Sep; 9M17 power generation was up 6.3%YoY growth, 

  

Wind power sector key data 

Avg.17E P/E (x) 8.7 

Avg.17E P/B (x) 0.8 

Avg.17E Dividend Yield 

(%) 
3.0 

Source(s): Bloomberg, ABCI Securities 

 

 

 

Nuclear power sector key data 

Avg.17E P/E (x) 10.1 

Avg.17E P/B (x) 1.4 

Avg.17E Dividend Yield 

(%) 
3.0 

Source(s): Bloomberg, ABCI Securities 

 

 

 

 

 

Wind sector performance  

 Absolute Relative* 

1-mth  7.70% 4.16% 

3-mth  14.84% 8.16% 

6-mth  19.26% 5.46% 

*Relative to HSCEI  

Source(s): Bloomberg, ABCI Securities 

   

   

Nuclear sector performance 

 Absolute Relative* 

1-mth  5.05% 1.52% 

3-mth  1.33% (5.33%) 

6-mth  2.14% (11.64%) 

*Relative to HSCEI  

Source(s): Bloomberg, ABCI Securities 
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running behind the overall run rate of 6.4%YoY. We believe measures to 

discourage coal-fire use nationwide will continue to exert pressure on the 

segment.     

 

Power consumption will continue to recover in the remainder of 

2017; alternative energy will extend its robust growth. As industrial 

activities continue to recover, we expect China’s power consumption to 

increase by 7% YoY over the next few months. More specifically, 

independent power producers (IPP) would benefit. For power generation, 

alternative energy (e.g. nuclear, wind etc.) operators would continue to 

thrive on the government’s efforts in developing alternative energy and 

reducing reliance on coal-fire power.     

 

Focus on alternative energy players. We advise investors to focus on 

wind power energy players such as Longyuan Power (916 HK; BUY; TP 

HK$7.50) and Huaneng Renewables (958 HK; BUY, TP HK$3.00); For 

nuclear power players, we like CGN Power (1816 HK, BUY, TP HK$3.00)   

 

Risks: (1) Power curtailment risk; (2) Wind resources risk; (3) Tariff risk; 

(4) Construction risks; (5) Fundraising risk (6) Government policy to 

deleverage may constrain future growth. 

 

 



 
 

3 

 
Exhibit 1: China’s tertiary industry power demand is 
trending up 

 
Exhibit 2: China’s residential power demand surged 
in Aug  

 

 

 

Source(s): NEA   Source(s): NEA  

 
Exhibit 3: China’s monthly wind power generation 
stays robust  

 
Exhibit 4: The portion of wind power generation in 
China’s overall power output maintains an uptrend 

 

 

 

Source(s): CEC   Source(s): CEC  

 
Exhibit 5: China’s monthly nuclear power 
generation has been increasing  

 
Exhibit 6: The mix of nuclear power generation in 
China’s overall power output is increasing  

 

 

 

Source(s): CEC   Source(s): CEC  
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Tertiary ind. use (LHS) YoY (RHS)
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Residential use (LHS) YoY (RHS)

-20%

0%

20%

40%

60%

80%

100%

120%

 -

 5

 10

 15

 20

 25

 30

 35

 5
/2

0
1
0

 1
1
/2

0
1

0

 5
/2

0
1
1

 1
1
/2

0
1

1

 5
/2

0
1
2

 1
1
/2

0
1

2

 5
/2

0
1
3

 1
1
/2

0
1

3

 5
/2

0
1
4

 1
1
/2

0
1

4

 5
/2

0
1
5

 1
1
/2

0
1

5

 5
/2

0
1
6

 1
1
/2

0
1

6

 5
/2

0
1
7

bn kWh 

Wind (LHS) YoY (RHS)
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Coal-fire Hydro Nuclear Wind
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Nuclear (LHS) YoY (RHS)
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Analyst Certification 
I, Ng King Chuen Kelvin, being the person primarily responsible for the content of this research report, in whole or in part, 
hereby certify that all of the views expressed in this report accurately reflect my personal view about the subject company or 
companies and its or their securities. I also certify that no part of my compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed in this report. I and/or my associates have no financial 
interests in relation to the listed company (ies) covered in this report, and I and/or my associates do not serve as officer(s) 
of the listed company (ies) covered in this report. 
 
Disclosures of Interests 
ABCI Securities Company Limited and/or its affiliates, within the past 12 months, have investment banking relationship with 
one or more of the companies mentioned in the report. 

 

Definition of equity rating 
Rating  Definition  

Buy Stock return ≥ Market return rate 
Hold Market return – 6% ≤ Stock return < Market return rate 
Sell Stock return < Market return – 6% 

Stock return is defined as the expected % change of share price plus gross dividend yield over the next 12 months 
Market return: 5-year average market return rate  
Time horizon of share price target:12-month 
 

Definition of share price risk 
Rating  Definition  

Very high 2.6 ≤180 day volatility/180 day benchmark index volatility  
High 1.5 ≤ 180 day volatility/180 day benchmark index volatility < 2.6 
Medium 1.0 ≤180 day volatility/180 day benchmark index volatility < 1.5 
Low 180 day volatility/180 day benchmark index volatility < 1.0 
We measure share price risk by its volatility relative to volatility of benchmark index. Benchmark index: Hang Seng Index. 
Volatility is calculated from the standard deviation of day to day logarithmic historic price change. The 180-day price 
volatility equals the annualized standard deviation of the relative price change for the 180 most recent trading days closing 
price. 
 
Disclaimers 

This report is for our clients only and is for distribution only under such circumstances as may be permitted by applicable 
law. It has no regard to the specific investment objectives, financial situation or particular needs of any specific recipient. It 
is published solely for informational purposes and is not to be construed as a solicitation or an offer to buy or sell any 
securities or related financial instruments. No representation or warranty, either expresses or implied, is provided in relation 
to the accuracy, completeness or reliability of the information contained herein. This report should not be regarded by 
recipients as a substitute for the exercise of their own judgment. Any opinions expressed in this report are subject to 
change without notice and may differ or be contrary to opinions expressed by other business areas as a result of using 
different assumptions and criteria. The analysis contained herein is based on numerous assumptions. Different 
assumptions could result in materially different results. The analyst(s) responsible for the preparation of this report may 
interact with trading desk personnel, sales personnel and other constituencies for the purpose of gathering, synthesizing 
and interpreting market information. ABCI Securities Company Limited is under no obligation to update or keep current the 
information contained herein. ABCI Securities Company Limited relies on information barriers to control the flow of 
information contained in one or more areas within ABCI Securities Company Limited, into other areas, units, groups or 
affiliates of ABCI Securities Company Limited. The compensation of the analyst who prepared this report is determined 
exclusively by research management and senior management (not including investment banking). Analyst compensation is 
not based on investment banking revenues, however, compensation may relate to the revenues of ABCI Securities 
Company Limited as a whole, of which investment banking, sales and trading are a part.  The securities described herein 
may not be eligible for sale in all jurisdictions or to certain categories of investors. The price and value of the investments 
referred to in this research and the income from them may fluctuate. Past performance is not necessarily indicative of future 
results. Foreign currency rates of exchange may adversely affect the value, price or income of any security or related 
instrument mentioned in this report. For investment advice, trade execution or other enquiries, clients should contact their 
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accepts any liability for any loss or damage arising out of the use of all or any part of this report. Additional information will 
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