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Rating: Buy 
TP: HK$2.33 

 
Key data 

Share price (HK$) 2.05  

Target price (HK$) 2.33 
Upside potential (%) 13.7% 

52Wk H/L(HK$) 2.25 / 0.87 

Issued shares (mn) 8,446.9 
  H-shares (mn) 2,911.6 
  Domestic shares (mn) 5,535.3 
Market cap (HK$mn) 2,707.8 
30-day avg turnover (HK$mn) 44.1 

Major shareholder (%):  

Huaneng Group 65.5 

Source: Company & Bloomberg 

 
Revenue composition in FY12 (%) 

Sales of electricity 100.0% 
  

Source: Company 
 

Share performance (%) 

 Absolute Relative* 

1-mth 1.0  5.2  

3-mth 65.3  67.4  

6-mth 107.1  91.8  

*Relative to Hang Seng Index 

Source: Bloomberg 
 

1 year share price performance  

  
 

Source: Bloomberg 
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Lisa Lee 

Tel: (852) 2147 8809 
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Recovery in FY13 
Revenue increased by 26.0%YoY to Rmb 4,026.9mn. But due to a 

significant decrease in CER income, NP dropped 45.5%YoY to 

Rmb557.9mn, which was 5.5% below consensus. The group continues to 

be our top pick within the wind power industry due to better geographical 

mix. A more significant impact will be seen in FY13 and FY14 in view of 

faster installation growth and increasing proportion of wind installed 

capacity in southern regions.  
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Continue improvement in geographical mix: Wind installed capacity 

increased by 11.3%YoY to 5,457MW, which was 8% below management 

guidance. Of the 553.5MW of newly installed capacity in FY12, 

35.8%/17.9%/17.9% were built in Guizhou/ Guangdong/Shangdong, which 

were regions with no curtailment problems. In FY12, the group’s utilization 

hours achieved in these regions were 9.1%/32.9%/5.5% higher than the 

group’s average of 1,774 hours. By the end of FY12, 31% of the group’s 

installed capacity was located in Inner Mongolia (IM), compared to 35% in 

FY11. Although, none of the newly installed capacity were built in IM in 

FY12, geographical mix improvement was not significant in FY12 due to 

low installation growth, while 70% of the newly installed capacity was 

completed in 2HFY12. Looking forward, we expect installed capacity to 

increase by 18%YoY to 6,457MW in FY13 and continue improvement in 

geographical mix will lead to higher utilization hours, which will be 

reflected in FY13 and FY14 results. We assume utilizations hours to 

increase by 4.3% to 1,850 hrs in FY13.  

Faster installation growth is expected due to lower base in 2012. Newly 

wind installed capacity in China dropped 26.5%YoY to 13.0GW in 2012 as 

government slowed down the approval of wind projects in 1H2012. 

However, as the 12
th

-five year plan of wind installed capacity reached 

100GW remain unchanged, we expect a lower base in 2012 will suggest a 

faster growth/ approval in projects in 2013-2015. We estimate annual new 

installed capacity in China to reach 14-15GW in 2013-2015. 
Valuation: As CER price drop to present of EUR0.16/ton from average of 
EUR3.0/ton in FY12, we assume there will be virtually no CER incomes in 
2013 and 2014. Our DCF model with a WACC of 7.3% gives a fair value of 
HK$2.33/share, representing est PB of 1.25x. Maintain Buy.  
Risks: Impairment loss on CER receivables (amounted to Rmb643.4mn), 

policy risks, high gearing with low absolute ROAA. 
 
Results and valuation 

(FY ended Dec 31) FY10A FY11A FY12A FY13F FY14F 

Revenue (Rmb mn) 1,768.5 3,195.9 4,026.9 4,819.4 5,830.4 

YoY Chg (%) 92.6% 80.7% 26.0% 19.7% 21.0% 

Net Income (Rmb mn) 528.3 1,023.0 557.9 915.6 1,224.2 

YoY Chg (%) 99.8% 93.7% -45.5% 64.1% 33.7% 

FD EPS (Rmb) 0.0911 0.1211 0.0661 0.1084 0.1449 

YoY Chg (%) 99.8% 32.9% -45.4% 64.0% 33.7% 

NBV (Rmb/share) 0.9110 1.3415 1.3993 1.4927 1.6139 

PE (x) - 14.66 26.87 16.38 12.25 

PB (x) - 1.32 1.27 1.19 1.10 

ROAA (%) 2.06% 2.41% 1.06% 1.52% 1.80% 

ROAE (%) 13.43% 12.31% 4.82% 7.50% 9.33% 

Net D/E (%) 316.2% 163.2% 209.9% 211.6% 224.2% 

Source: Company, ABCI Securities estimates  

mailto:lisalee@abci.com.hk
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Exhibit 1: Operational statistics        

FY ended 

Dec 31   

Installed capacity YoY 

Growth 

Breakdown Newly 

installed 

capacity 

Break- 

down 

Utilization hours YoY 

Growth 

 2011 2012 2012 2011 2012 2012 2013F 2011 2012 2012 

Inner 

Mongolia 
1,716 1,716 0.0% 35.0% 31.4% 0 0.0% 1,710 1,135 -33.6% 

Liaoning 1,049 1,098 4.7% 21.4% 20.1% 50 8.9% 2,104 1,929 -8.3% 

Shandong 695 794 14.3% 14.2% 14.5% 99 17.9% 2,011 1,936 -3.7% 

Yunnan 375 425 13.2% 7.6% 7.8% 50 8.9% 2,532 2,758 8.9% 

Shanxi 347 396 14.3% 7.1% 7.3% 50 8.9% 1,491 2,126 42.6% 

Hebei 249 249 0.0% 5.1% 4.6% 0 0.0% 1,699 1,952 14.9% 

Guizhou 84 282 235.7% 1.7% 5.2% 198 35.8% 2,343 2,335 -0.3% 

Guangdong 173 272 57.4% 3.5% 5.0% 99 17.9% 2,733 2,359 -13.7% 

Xinjiang 99 99 0.0% 2.0% 1.8% 0 0.0% 3,357 3,447 2.7% 

Shanghai 60 60 0.0% 1.2% 1.1% 0 0.0% 0 2,044 - 

Jilin 50 50 0.0% 1.0% 0.9% 0 0.0% 0 2,157 - 

Shaanxi 9 18 100.0% 0.2% 0.3% 9 1.6% 0 0 - 

Total 4,904 5,457 11.3% 100.0% 100.0% 554 100.0% 1,962 1,774 -9.6% 

Source: Company reports, Bloomberg 

 

Exhibit 2: CERs price (EUR/ton) 

 
Source: Bloomberg 

 

Exhibit 3: Consensus  

 New Forecast Consensus Difference 

FY ended Dec 31  (Rmbmn) 2012F 2013F 2012F 2013F 2012F 2013F 

Revenue 4,819.4  5,830.4  5,451  6,841  -11.59% -14.77% 

Adjusted EBITDA 4,327.8  5,235.7  4,429  5,661  -2.28% -7.51% 

Net profit 915.6  1,224.2  1,097  1,498  -16.54% -18.27% 

FD EPS (Rmb/share) 0.1084  0.1449  0.1210  0.1700  -10.42% -14.74% 

Source: Bloomberg, ABCI Securities estimates 

 
Exhibit 4: Major Assumptions       

FY ended Dec 31  2010  2011 2012 2013F 2014F 

Consolidated installed capacity (MW)  3,522 4,904 5,457 6,457 7,457 

 YoY growth (%)  127.3% 39.2% 11.3% 18.3% 15.5% 

Gross power generation (GWh)  3,789 6,844 8,402 10,154 12,044 

 YoY growth (%)  101.1% 80.6% 22.8% 20.9% 18.6% 

Av utilization hours  2,265.3  1,962.0  1,774.0  1,850 1,900 

 YoY growth (%)  -4.2% -13.4% -9.6% 4.3% 5.6% 

Wtg av on-grid tariff (incl VAT) (Rmb/kwh)  0.604  0.596  0.605  0.617  0.629  

Wtg av on-grid tariff (excl VAT) (Rmb/kwh)  0.516  0.509  0.517  0.527  0.538  

  YoY growth (%)  -2.1% -1.3% 1.5% 2.0% 2.0% 

Source:Company, ABCI Securities estimates 

 
 



 

 

 

 

 

Huaneng Renewables Corporation Limited 

    3 

    3    3 

    3 

 

 
Profit Forecast 

FY ended Dec 31  (Rmbmn)  2010  2011 2012 2013F 2014F 

Revenue  1,768.5  3,195.9  4,026.9  4,819.4  5,830.4  

Other net income  249.8  682.5  189.5  0.0  0.0  

Total income  2,018.4  3,878.5  4,216.4  4,819.4  5,830.4  

Service concession construction costs  0.0  0.0  0.0  0.0  0.0  

D&A  (633.7) (1,169.3) (1,612.0) (1,845.4) (2,146.3) 

Personnel costs  (79.2) (118.0) (151.0) (173.5) (209.9) 

Repairs and maintenance  (27.7) (29.9) (50.4) (57.8) (70.0) 

Admin  (96.0) (117.8) (126.8) (144.6) (174.9) 

Other operating expenses  (47.3) (92.1) (103.9) (115.7) (139.9) 

EBIT  1,134.3  2,351.5  2,172.4  2,482.3  3,089.5  

Finance income  22.2  47.8  98.7  80.0  80.0  

Finance expenses  (515.2) (1,260.1) (1,640.5) (1,526.0) (1,784.8) 

Share of profit of a jointly controlled entity  0.0  0.0  0.0  0.0  1.0  

EBT  641.4  1,139.1  630.6  1,036.3  1,385.7  

Income tax  (32.0) (32.3) (29.5) (51.8) (69.3) 

Profit from continuing operations  609.4  1,106.8  601.1  984.5  1,316.4  

Profit from discontinued operation (net of income 

tax)  
0.0  0.0   0.0   

 MI  81.1  83.8  43.1  68.9  92.1  

NP  528.3  1,023.0  557.9  915.6  1,224.2  

       

Adjusted EBIT  884.5  1,668.9  1,982.8  2,482.3  3,089.5  

Adjusted EBITDA  1,518.2  2,838.2  3,594.9  4,327.8  5,235.7  

       

Dividends (post-listing)  - - 126.7  201.4 269.3 

Dividends (pre-listing)  - 316.2 0.0 0.0 0.0 

       

No. of issued shares at end of period (mn)       

  Domestic shares (mn shares)  5,800.0  8,446.9  8,446.9  8,446.9  8,446.9  

  H-shares (mn shares)  - 2,911.6  2,911.6  2,911.6  2,911.6  

  - 5,535.3  5,535.3  5,535.3  5,535.3  

Per share value (Rmb)       

DPS (post-listing)  - - 0.0150  0.0238  0.0319  

Basic EPS   0.0911  0.1211  0.0661  0.1084  0.1449  

NBV  0.9110  1.3415  1.3993  1.4927  1.6139  

Net debt per share  2.8809  2.1899  2.9375  3.1586  3.6188  

 
 
Financial Ratio Analysis 

FY ended Dec 31  (Rmbmn)  2010  2011 2012 2013F 2014F 

Profitability       

Adjusted EBIT margin  50.3% 52.8% 49.3% 51.5% 53.0% 

Adjusted EBITDA margin  86.3% 89.8% 89.3% 89.8% 89.8% 

Net profit margin  29.9% 32.0% 13.9% 19.0% 21.0% 

ROAA  2.06% 2.41% 1.06% 1.52% 1.80% 

ROAE  13.43% 12.31% 4.82% 7.50% 9.33% 

Leverage        

Current ratio  0.22  0.64  0.64  0.68  0.73  

Quick ratio  0.22  0.64  0.64  0.68  0.73  

Interest coverage (EBITDA/ Finance cost)  3.08  2.34  2.33  2.99  3.07  

Net debt/Equity  316.2% 163.2% 209.9% 211.6% 224.2% 

Source: The group (for historical figures only), ABCI Securities estimates 
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Balance Sheet Forecast 

As of Dec 31 (Rmbmn)  2010  2011 2012 2013F 2014F 

PPE  27,802.9  36,956.4  39,859.1  46,613.1 53,082.3 

Lease prepayments  65.1  102.2  121.6  111.1 108.6 

Intangible assets  394.8  381.4  363.5  345.2 327.1 

Others  2,702.9  3,916.4  3,808.8  3,808.8  3,808.8  

Total non-current assets  30,965.7  41,356.4  44,153.0  50,878.1 57,326.8 

Inventories  0.7  2.1  4.1  1.2 3.6 

Trade debtors and bills receivable  959.7  2,010.5  3,302.6  3,299.2 3,090.3 

Prepayment and other current assets  207.7  584.3  561.5  626.8 810.8 

Tax recoverable  0.5  0.0  0.0  0.0  0.0  

Restricted deposits  0.8  59.5  209.0  209.0  209.0  

Cash at bank and on hand  1,309.5  7,518.0  5,468.7  8,705.7 10,818.8 

Total current assets  2,479.0  10,174.3  9,545.9  12,842.0  14,932.5  

Borrowings  4,817.6  6,758.8  8,276.4  8,276.4  8,276.4  

Obligations under finance leases  232.2  283.1  361.4  361.4  361.4  

Other payables  6,255.2  8,838.9  6,213.6  10,254.9 11,678.1 

Tax payable  6.3  18.0  30.6  30.6  30.6  

Total current liabilities  11,311.3  15,898.8  14,881.9  18,923.3  20,346.5  

Borrowings  13,201.3  19,257.1  22,004.8  27,110.0 33,110.0 

Obligations under finance leases  1,768.4  2,384.1  2,257.0  2,257.0  2,257.0  

Retention payables  761.8  1,546.6  1,572.4  1,572.4  1,572.4  

Deferred income  248.7  257.8  273.3  273.3  273.3  

Deferred tax liabilities  34.3  26.8  18.3  18.3  18.3  

Total non-current liabilities  16,014.5  23,472.5  26,125.7  31,230.9  37,230.9  

Total assets  33,444.6  51,530.7  53,698.9  63,720.1  72,259.3  

Net assets  6,118.8  12,159.4  12,691.3  13,565.9  14,681.9  

Capital and Reserves       

Share capital  5,800.0  8,446.9  8,446.9  8,446.9  8,447.9  

Reserves  (516.1) 2,884.6  3,373.1  4,162.0 5,184.8 

MI  834.9  827.9  871.3  957.0  1,049.1  

Total Equity  6,118.8  12,159.4  12,691.3  13,565.9  14,681.8  

       

Net debt  16,709.5  18,497.9  24,812.4  26,680.6  30,567.6  

Gross debt  18,018.9  26,015.9  30,281.1  35,386.4  41,386.4  

Source: The group (for historical figures only), ABCI Securities estimates 
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Disclosures 
 

I,  Lee Oi-yee, Lisa , 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.  

 

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 
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. 

 

 

ABCI Securities Company Limited and/or its member companies (“ABCI”) may 

pursue financial interests to the companies mentioned in the report. 

 
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. ABCI Securities Company Limited will not pay any research 
analyst any bonus, salary or other form of compensation that is based upon a specific 
investment banking transaction. The analysts’ compensation shall be based upon 
several factors. Chiefly among such factors is the quality of the research and financial 
advice provided to our customers and the impact that the analysts’ research has on the 
success of the Company’s overall business. The final compensation of the analyst who 
prepared this report is determined exclusively by research management and senior 
management of ABCI Securities Company Limited. The securities described herein 
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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 local sales 
representative. Neither ABCI Securities Company Limited nor any of its affiliates, 
directors, employees or agents accepts any liability for any loss or damage arising out 
of the use of all or any part of this report. Additional information will be made 
available upon request. 

Copyright 2013 ABCI Securities Company Limited 

No part of this material may be (i) copied, photocopied or duplicated in any form by 

any means or (ii) redistributed without the prior written consent of ABCI Securities 

Company Limited. 

Office address : ABCI Securities Company Limited, 13/F Fairmont House,  

                 8 Cotton Tree Drive, Central, Hong Kong.  

Tel   : (852) 2868 2183 
 

 
 


