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Global Solar Investment Set for Strong Growth, Maintain "Buy"
B SIPN L AL s ke o1 E N & I PN

o We maintain our rating of "Buy" and our TP of HK$17.60. Our revised EPS L B
forecasts from 2022-2024 are HK$0.471, HK$0.616 and HK$0.710. The TP Rating: uy
translates to 37.3x/ 28.6x/ 24.8x 2022-2024 PER.

L] Net earnings in 1H2022 dropped 38.0% YoY to HK$1,905 mn. The net P SEAN

profit in the first half of the year was consistent with the Company’s prior

issued profit warning. During 1H2022, revenue from solar glass was up YoY

by 22.6% to HK$8.09 bn and that from solar farm was up YoY by 5.5% to 6-18m TP H#5ff: HK$17.60
HK$1.56 bn. Consolidated gross margin in 1H2022 was down 21.3 ppt YoY to

34.1% due to the significant decline in the gross margin of the solar glass

segment, with its gross margin dropping YoY by 24.5 ppt to 26.7% as a result Share price i HK$12.200
of double-digit percentage selling price decline and higher production cost.
The Company announced that it will start the preparation for the issuance of
A-shares on Shenzhen Stock Exchange's ChiNext Board.
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° New solar installations globally are to set to experience strong growth
from 2022 to 2024. As a result of aggressive capacity expansion in the 200 T %ofreun

industry, we estimate that the market supply of poly-silicon in 2022-2024 to be
900 kt/ 1,200 kt/ 1,500 kt, respectively. Amid the global consensus of carbon 100 1
Ik g neutrality and the surging supply of poly-silicon, we expect global new solar \ hw
e capacity addition from 2022 to 2024 to be 250 GW/ 350 GW/ 450 GW, 00 \I] 'u
% 14 growing YoY by 49%/ 40%/ 29%, respectively. The significant global growth w00 1
W Z—:, in new solar installations in the next few years will form solid support on '
5 5 demand for solar glass. 200 1
3 L] Catalysts: faster-than-expected commission of poly-silicon new capacity,
#H n; stronger-than-expected global solar installations, and the setting of new (3001
& = restrictions on capacity expansion within the solar glass industry. (@00
i} ® BAVER “EN” WIPZLI K 17.60 #E50H) Biait. AL AR 2022 % 2024 46K A Aug2l  Sep2l Nov-2l Jan-22  Feb-22 Apr-22z Jun22  Aug-2
FITHM A 0.471 #7E 10.616 #E7C /0.710 ¥t HARIAIAT 37.3 1% /28.6 i /24.8 5 Hel Xinyi Solar
2022 % 2024 £ B
W = ° 2022 b4 FNEE L T R 38.0%F 1,905 B MG, AT 2022 [ P4E & S5 Change in Share Price 1M 3M 1Y
& 5 AR AT AN E S 2R3 W, ARDSRIEEMBNIF L BT 22.6% % 80.9 14# G, Wz 1AH 34H 14
|0 T AR BN A L T 5.5% 28 15.6 276 M L& BRI F LL TR 21.3 AN H 70 5 Abs. %
gL % 34.1%, ETRHT R BB MR DAL BT AR R AR AR RIS, A R DGR ISR HRAEZ % 40 6.4 (22.6)
b1 % YL BRI R F N R KRR 24.5 41 4 515 26.7%. 2 7 S A0 HoK 5 3 TR IR & Rel. % to HS Index 14.2 13.3 2.6
= 2 17 ARG Ll T f\‘fz:a‘ﬁnz/:(HK$)
o3 ®  LIRFMAMAREAET 2022 2 2024 BN . 1 TR BBLRO R, B PR BT 12_4 e e
g i1 2022 % 2024 17 % GREM T BERTEE 45 91155 900 F1k /1,200 F1g /1,500 F  S0Uee: Bloomberg, Guotal Junan intemational
X & Mo FEATERE PSR 2 BRI RS LR, RATTIT 2022 & 2024 F A BRETHE K
FH S FHAEZE MK 4354 250 5 FG/ 350 % FL/ 450 7 K, 437 [ L3 49%/ 40%/ 29%. KK )L
Bk 8 AR AR K BH BB BT I 0. 35 6K D R BH RE B B 1 75 SR IR LB I 34 .
® AT 2 iR = Be R T U, A BROKBH REFT R ML B IR T 00, KA AE3EEAT L
TR Tk H A HR ]
Year End Turnover Net Profit EPS EPS PER BPS PBR DPS Yield ROE
G32 LION & RE B F BRI AL W&EE SRR R RIS, BEZE TR
12/31 (HK$ m) (HK$ m) (HK$) (A %) ) (HK$) (x) (HK$) (%) (%)
2020A 12,316 4,561 0.554 82.8 22.0 3.011 4.1 0.249 2.0 224
- 2021A 16,065 4,924 0.556 0.4 21.9 3.409 3.6 0.270 2.2 17.3
% 2022F 21,988 4,192 0.471 (15.3) 25.9 3.646 3.3 0.225 1.8 13.4
o 3 2023F 28,586 5,484 0.616 30.8 19.8 3.990 3.1 0.297 2.4 16.1
;( ex 2024F 35,553 6,323 0.710 15.3 17.2 4.370 2.8 0.343 2.8 17.0
S ‘S’ Shares in issue (m) &% (m) 8,895.6 Major shareholder KJi %< Xinyi Glass 23.2%
e C—; Market cap. (HK$ m) 1lif (HK$ m) 108,526.3 Free float (%) M Hi#ELLE (%) 50.7
& @ 3 month average vol. 3 4~ 5 ~F 1 s AE IR % (‘000) 25,218.2 FY22 Net gearing (%) FY22 i i fii/fl % 4 (%) 13.7
= 52 Weeks high/low (HK$) 52 i &= /ME (HK$) 19.360 / 10.840 FY22 Est. NAV (HK$) FY22 &Ml CHEm) 20.5
X

Source: the Company, Guotai Junan International.
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Net earnings in 1H2022 dropped 38.0% YoY to HK$1,905 mn. Revenues of Xinyi Solar (the "Company") in 1H2022 went up
YoY by 20.1% to HK$9,698 mn while the net profit to equity holders of the Company plunged 38.0% YoY to HK$1,905 mn. The net
profit in the first half of the year was consistent with the Company’s prior issued profit warning. During the reporting period, revenue
from solar glass was up YoY by 22.6% to HK$8.09 bn and that from the Company’s solar farm was up YoY by 5.5% to HK$1.56 bn.
Consolidated gross margin for the period was down 21.3 ppt YoY to 34.1% due to the significant decline in gross margin of the
solar glass segment, with its gross margin dropping YoY by 24.5 ppt to 26.7% in 1H2022. The gross margin of the solar farm
dropped YoY by 1.0 ppt to 72.8% in 1H2022. The sharp decrease in solar glass gross margin in the first half of 2022 was mainly
due to: 1) the average market price of solar glass products during the period recorded double-digit percentage decline compared
to the same period last year despite the sales volume of solar glass having increased 44.6% YoY; 2) raw material and energy costs
such as soda ash and natural gas increased significantly during the period (although production efficiency improved). The
Company added 3,000 tons of new solar glass capacity and 42MW of solar farm capacity in 1H2022. By the end of 1H2022, Xinyi
Solar’s daily melting solar glass capacity and grid-connected solar farm capacity reached 16,800 tons (+42.4% YoY) and 4.115
GW (+15.9% YoY), respectively. The Company aims to further ramp up its solar glass capacity to 21,800 tons by the end of 2022
with another 12 production lines (with scale of between 1,000 tons and 1,200 tons) to be added in 2023 and onwards. Meanwhile,
the 60,000 ton first phase poly-silicon production capacity in Qujing, Yunnan is expected to be brought into production in the
second half of 2023, which is a bit ahead of the schedule. The company also announced yesterday that it will proceed with the
preparation for the issuance of A-shares on the Shenzhen Stock Exchange's ChiNext Board. We believe that the A-share listing
will accelerate Xinyi’s growth in the coming years, and we remain upbeat on the outlook of Xinyi.

Due to the increase in upstream poly-silicon supply, new solar installations globally are to set to experience strong
growth from 2022 to 2024, boosting the demand for solar glass. The 3.2 mm processed solar glass price started 2022 at
RMB25/sq.m and gradually increased to RMB28.5/sq.m by June 2022, only to fall back to RMB27.5/sq.m in July 2022. The
average selling price in 1H2022 was about 13% lower compared to that of 1H2021. Amid the current high inventory level of solar
glass (industry average inventory level reached 19 days at the end of July 2022), we expect the 3.2 mm processed solar glass
price to fluctuate between RMB27-RMB30/sg.m in 2H2022, which will be approximately 5%-10% higher than the market selling
price in 2H2021. Although 3Q and 4Q are normally the peak seasons for the solar industry, new solar glass production capacity will
continue to enter the market in the second half of 2022 following 18,450 tons/day of new capacity added in the first six months of
the year. Nationwide solar glass capacity totaled 59,710 ton/day at the end of June 2022, up YoY by 66.1%, and is likely to end the
year with a capacity of at least 70,000 ton/day. It is estimated that another 20,000-30,000 of new solar glass capacity may enter the
market in 2023. We estimate that the mainstream 3.2 mm processed solar glass price to fluctuate in the range of
RMB25-RMB28/sg.m in 2023 and 2024. Meanwhile, according to the forecast of an industry association (China Nonferrous
Metals Industry Association - Silicon Branch), the total production capacity of poly-silicon in China will be increased to 1.2 million
tons by the end of 2022 (up significantly from 0.52 million tons at the end of 2021), which can suffice the production of solar
modules of approximately 350 GW. Poly-silicon consumed domestically in 2021 reached approximately 600 kt (kiloton). As a
result of aggressive capacity expansion in the industry, we estimate the market supply of poly-silicon (inclusive of poly-silicon
imports) in 2022-2024 to be 900 kt/ 1,200 kt/ 1,500 kt, respectively. Amid the global consensus of carbon neutrality and the
surging supply of poly-silicon, we expect global new solar capacity addition from 2022 to 2024 to be 250 GW/ 350 GW/ 450 GW,
growing YoY by 49%/ 40%/ 29%, respectively. Significant global growth in solar installations in the next few years will form solid
support on demand for solar glass.

We reiterate our investment rating of "Buy" with a TP of HK$17.60. To meet long-term demand for solar glass driven by rising
global investment on solar energy in next few years, Xinyi Solar has scheduled to dramatically ramp up its solar glass production
capacity from 2022 to 2024 by aiming to add approximately 21,000 tpd of solar glass capacity between 2022 and 2024, more
than double its existing production capacity. With the new capacities coming online in 2022 and 2023, Xinyi Solar’s solar glass
sales volume is expected to increase YoY by more than 70% in 2022 and by more than 30% in 2023. We expect that the market
leading position of Xinyi Solar will be maintained over time despite challenges brought by its peers. As we expect the solar glass
price to reverse its course and return on an uptrend in 2023, we raise up our earnings estimates of Xinyi in 2023 and 2024. Our
revised EPS estimates from 2022 to 2024 thus are HK$0.471, HK$0.616 and HK$0.710, respectively. We maintain the
investment rating of "Buy" and reiterate our TP of HK$17.60. Our TP translates to 37.3x/ 28.6x/ 24.8x 2022-2024 PER or 4.8x/
4.4x/ 4.0x 2022-2024 PBR, respectively.

Catalysts and risk factors. Catalysts include the faster-than-expected commission of poly-silicon new capacity,
stronger-than-expected global solar installations overseas, and the setting of new restrictions on capacity expansion in the solar
glass industry. Risks include a fall in global solar installations growth, a rise in raw material costs and overcapacity of solar glass.
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Financial Statements and Ratios

Income Statement Balance Sheet
Year end 31 Dec (HK$ m) 2020A 2021A 2022F 2023F 2024F Year end 31 Dec (HK$ m) 2020A 2021A 2022F 2023F 2024F ~
Total Revenue 12,316 16,065 21,988 28,586 35,553 PPE 20,406 24,844 30,207 35,012 39,073 S
cOGS (5732) (8,516) (14,803) (19,116) (24,428) Prepaid expense 1,021 980 1,225 1,532 1,914 (*;,
Gross profit 6,584 7,548 7,186 9,470 11,125 Right-of-use assets 1,408 1917 2,071 2,226 2,380 §’
Selling expense (317) (527) (651) (874) (1,111) Others KAkl 504 669 759 765 :Er
Admin expense (548) (711) (880) (1,172) (1,458) Total Non-current Assets 23,545 28,246 34,173 39,529 44,132
Other income 191 278 241 248 256 Cash & Cash Equivalents 9,291 7,458 7476 7,146 7,189
Other gains / expenses (6) (74) (96) (124) (162) Inventories 728 2,045 2,203 3,288 4,568
Operating Profit 5,853 6,514 5,800 7,547 8,650 Trade receivable 8,136 9,470 11,214 14,293 17,065
Share of JV / affiliate 36 38 42 47 52 Others 1,723 1,851 1,950 3,062 3,771
Net finance costs (130) 16 (108) (265) (329) Total Current Assets 19,878 20,825 22,843 27,789 32,593
Profit Before Tax 5,758 6,568 5734 7,329 8,373 Total Assets 43423 49,070 57,016 67,318 76,725
Income Tax (735) (987) (860) (1,099) (1,256) Short-term debts 3410 3,658 7,084 10,631 11,384
Profit After Tax 5,023 5,581 4,874 6,230 717 Trade payable 1,050 1,284 2516 3,250 4,153
Non-controlling Interest (462) (657) (682) (746) (794) Accruals and other payables 2,328 2,434 2,556 2,684 2,818
Shareholders' Profit/ Loss 4,561 4,924 4,192 5484 6,323 Others 938 3 447 595 802
Basic EPS (HK$) 0554 0556 0471 0616 0710 Total Current Liabilities 7,725 7,716 12,604 17,160 19,157
DPS (HKS) 0249 0270 0225 0297 0343 Long-term debts 2,703 4,350 4,850 7,050 10,550
Deferred tax liabilities 12 30 30 30 30
Others 959 1,076 1,132 1,191 1,253
Cash Flow Statement Total Non-current Liabilities 3,674 5,457 6,013 8,212 11,834
Total Liabilities 11,399 13,173 18,617 25,432 30,990
Year end 31 Dec (HK$ m) 2020A 2021A 2022F 2023F 2024F Total Shareholders' Equity 26,522 30312 32444 35,527 38,945
Opearting activities Minority Interest 5,503 5,585 5,955 6,359 6,790
Net income 4561 4,924 4192 5484 6,323 Total Equity 32,025 35,897 38,399 41,886 45,735
D&A 856 1120 1446 1795 2233 BPS (HKS) 3.011 3409 3.646 3.990 4370
Change in working capital (1512) (3,036) (539) (4,267) (3,518)
Others 380 621 250 326 380 AR REETE <
Cash from Operating Activities 4,284 3,629 5,349 3,338 5418 i
Investing activities 2020A 2021A 2022F 2023F 2024F §
Capital expenditure (3,288) (4,938) (7,000) (6,800) (6,500) Gross margin (%) 53.5% 47.0% 32.7% 33.1% 31.3% S
Proceeds from disposal 1 2 37 45 53 EBIT margin (%) 475% 40.6% 26.4% 26.4% 24.3% i
Others ® 178 56 7% 89 EBITDA margin (%) 54.5% 475% 327% 325% 30.5% ~
Cash from Investing Activities (3,195) (4,758) (6,906) (6,678) (6,359) PBT margin (%) 46.8% 40.9% 26.1% 256% 23.5% &
Financing activities Net margin (%) 37.0% 30.7% 19.1% 19.2% 17.8% g
Debt raised / (repaid) (570) 1,895 3,926 5,747 4253 ROE (%) 224% 17.3% 13.4% 16.1% 17.0% v
Dividend paid (common) (444) (301) (1,992) (2,357) (2,869) ROA (%) 12.7% 10.6% 7.9% 8.8% 8.8% g
Capital injection from minority 893 0 0 0 0 Net gearing (%) Net cash 1.8% 13.7% 29.7% 37.9%
Proceeds from stocks issued 6,562 53 85 100 104 Inventory turnover (day) 46.4 87.7 54.3 62.8 68.3
Others (555) (2453) (444) (480) (508) AR turnover (day) 2411 2152 186.2 182.5 175.2
Cash from Financing Activities 5,887 (806) 1,575 3,011 983 AP turnover (day) 66.8 55.0 621 621 621
Net Changes in Cash 6977 (1,935) 18 (330) 42 EV/EBITDA (x) 171 156 171 139 124
Adjustments 93 102 0 0 0 EV/ Sales (x) 9.3 74 5.6 45 38
Cash at Beg of Year 2221 9,291 7,458 7476 7,146 Quick ratio (x) 25 24 16 14 15
Cash at End of Year 9,291 7458 7476 7,146 7,189 Current ratio (x) 26 27 18 16 1.7
Source: the Company, Guotai Junan International.
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Company Rating Definition
The Benchmark: Hong Kong Hang Seng Index

Time Horizon: 6 to 18 months

Rating Definition
Buy SEN Relative Performance>15%;
or the fundamental outlook of the company or sector is favorable.
Accumulate llog:=, Relative Performance is 5% to 15%;

or the fundamental outlook of the company or sector is favorable.

Neutral [SeE Relative Performance is -5% to 5%;
or the fundamental outlook of the company or sector is neutral.

Reduce el Relative Performance is -5% to -15%;
or the fundamental outlook of the company or sector is unfavorable.

Sell S Relative Performance <-15%;
or the fundamental outlook of the company or sector is unfavorable.

Sector Rating Definition
The Benchmark: Hong Kong Hang Seng Index
Time Horizon: 6 to 18 months

Rating Definition
Outperform B o T Relative Performance>5%;

or the fundamental outlook of the sector is favorable.
Neutral Ak Relative Performance is -5% to 5%;

or the fundamental outlook of the sector is neutral.
Underperform MR Relative Performance<-5%;

Or the fundamental outlook of the sector is unfavorable.

DISCLOSURE OF INTERESTS

(1) The Analysts and their associates do not serve as an officer of the issuer mentioned in this Research Report.

(2) The Analysts and their associates do not have any financial interests in relation to the issuer mentioned in this Research Report.

(3) Except for SF REIT (02191 HK),JINSHANG BANK (02558 HK),BANKOFZHENGZHOU (06196 HK),XPENG-W (09868 HK),Guotai
Junan and its group companies do not hold equal to or more than 1% of the market capitalization of the issuer mentioned in this
Research Report.

(4) Guotai Junan and its group companies have not had investment banking relationships with the issuer mentioned in this Research
Report within the preceding 12 months.

(5) Guotai Junan and its group companies are not making a market in the securities in respect of the issuer mentioned in this Research
Report.

(6) Guotai Junan and its group companies have not employed an individual serving as an officer of the issuer mentioned in this Research
Report. There is no officer of the issuer mentioned in this Research Report associated with Guotai Junan and its group companies.

DISCLAIMER

This Research Report does not constitute an invitation or offer to acquire, purchase or subscribe for securities by Guotai Junan Securities
(Hong Kong) Limited (“"Guotai Junan™). Guotai Junan and its group companies may do business that relates to companies covered in research
reports, including investment banking, investment services, etc. (for example, the placing agent, lead manager, sponsor, underwriter or invest
proprietarily).

Any opinions expressed in this report may differ or be contrary to opinions or investment strategies expressed orally or in written form by sales
persons, dealers and other professional executives of Guotai Junan group of companies. Any opinions expressed in this report may differ or be
contrary to opinions or investment decisions made by the asset management and investment banking groups of Guotai Junan.

Though best effort has been made to ensure the accuracy of the information and data contained in this Research Report, Guotai Junan does
not guarantee the accuracy and completeness of the information and data herein. This Research Report may contain some forward-looking
estimates and forecasts derived from the assumptions of the future political and economic conditions with inherently unpredictable and
mutable situation, so uncertainty may contain. Investors should understand and comprehend the investment objectives and its related risks,
and where necessary consult their own financial advisers prior to any investment decision.

This Research Report is not directed at, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in
any jurisdiction where such distribution, publication, availability or use would be contrary to applicable law or regulation or which would subject
Guotai Junan and its group companies to any registration or licensing requirement within such jurisdiction.

© 2022 Guotai Junan Securities (Hong Kong) Limited. All Rights Reserved.

27/F., Low Block, Grand Millennium Plaza, 181 Queen’s Road Central, Hong Kong.
Tel.: (852) 2509-9118 Fax: (852) 2509-7793

Website: www.gtja.com.hk
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