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Key Data
Share price (HK$) 1.58
52Wk H/L(HK$) 1.75/1.50
Issued shares (mn) 7,623
H-shares 1,785
Unlisted shares 5,838
H-share market cap (HK$mn) 2,767
30-day avg vol (HK$mn) 2.21
Major shareholder (%):
Huadian group 68.0

Source: Company, Bloomberg, ABCI Securities

Revenue composition in FY11 (%)

Coal-fired power 57.9
Hydropower 204
Wind power 17.3
Other clean energy 4.4

Source: Company

Share performance (%)

Absolute Relative*
1-mth (7.1) (8.8)
3-mth - -
6-mth

Source: Bloomberg
*Relative to Hang Seng Index

Est valuation as at 30 Jun 12 (post-listing)

NBV (Rmb/share) 1.32
PB (x) 0.97
Net debt/ total equity (%) 265.7
Est 1H2012 Net Profit (Rmb mn) 776
Est 1H2012 EPS (Rmb/share) 0.102

Source: Prospectus, ABCI Securities estimates

Price performance since listing on 28 Jun
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Remarks: H-shares dealing starts on 28 Jun
Source: Bloomberg
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Huadian Fuxin (816 HK) — Unrated

Independent Power Producers Industry

Hydropower benefit from high precipitation

Despite a slower growth in electricity consumption in 1H2012,
hydropower generation increased 8.3%YoY. A much higher growth can
be seen in particular provinces such as Fujian which posted growth of
83.8%Y0Y in hydropower generation. We expect Huadian Fuxin, the
largest hydropower operator in Fujian, will be one of the biggest
beneficiaries.

Significant growth in hydropower generation in 1H2012 especially in
Fujian province. Total power generation output in China in 1H2012 rose
3.8%YoY, mainly driven by hydropower. In 1H2012, hydro power
generation which accounted for 13% of total power generation output in
China, increased by 8.3%Yo0Y as compared to 1.6%Y0Y increase in thermal
power generation, which accounted for 81% of total power generation
output. The higher growth in hydropower is contributed to high
precipitation in 1H2012. For the five largest provinces in terms of
hydropower generation, hydropower in Fujian province posted the highest
growth of 83.8%YoY in 1H2012.

Largest hydropower operator in East China. The group has a total
hydropower installed capacity of 2,220MW by the end of 2011, which
accounted for 19.7% of the total installed hydropower capacity in Fujian.
Without costs of resources or with relatively low variable costs, the
increase in power generation can reduce unit fixed costs significantly, and
hence a potential increase in EBITDA margin (2011 EBITDA margin:
44%).

Coal-fired business benefits from both lower interest rate and coal
price but the group will be partly dragged down by wind power
business. We expect wind power segment will drag down group’s profit
due to its large exposure in Gansu and Western Inner Mongolia. But it is
more comforting to know that utilization hours of the wind power segment
of the group has constantly stay above industry average.

The group is trading at 0.97x pro forma PB, as compared to average PB of
1.06x for traditional IPPS.

Risk factors: Slowing electricity consumption growth, high net debt to
equity ratio, low visibility of precipitation

Forecast and Valuation

FY ended Dec 31 FYO09A FY10A FY11A
Net Income (Rmb mn) 385.2 521.1 561.6
YoY Chg (%) 353 7.8
ROAA (%) - 13 1.2
ROAE (%) - 9.4 7.9
Net debt/total equity (%) 465.6 380.2 385.3

Remarks: Results for FY09-11 are pre-listing business performance
Source: Company, Bloomberg, ABCI Securities estimates
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I, LeeOi 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. | 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. | and/or my associates have no financial interests in
relation to the listed company (ies) covered in this report, and | and/or my associates
do not serve as officer(s) of the listed company (ies) covered in this report.

ABCI Securities Company Limited and/or its affiliates ,within the past 12 months,
have received compensation and/or within the next 3 months seek to obtain
compensation for investment banking services from the company 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. 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 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.
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