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ARH 2021 2022 2023E 2024E 2025E
BN (BH7T) 138,547 171,944 197,101 211,864 226,361
FEEEER (%) 26.82 24.11 14.63 7.49 6.84
#FE (Bh7T) 5,141 5,228 7,170 7,896 8,814
FEEEER (%) 43.60 1.69 37.14 10.13 11.63
BiRWE (JT) 2.66 0.60 0.83 0.91 1.02
FERFWEEER (%) 9.36 9.00 11.50 11.65 12.13
HEXR () 9.2 9.1 6.2 5.7 5.1
TExR () 0.9 0.8 0.8 0.7 0.7
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Investment highlight:

Kunlun Energy reported 1H23 revenue of Rmb87.07bn (+3.8% YoY) and net profit attributable to
shareholders Rmb3.22bn (+4.6% YoY), basic EPS of Rmb37.21 cents (+4.6% YoY), basically in line
with our expectations.

The natural gas sales business grew steadily. In 1H23, the company’s natural gas sales volume
reached 23.92bn m3 (+9.0% YoY), of which retail gas volume reached 14.79bn m?3 (+9.5% YoY). The
company's industrial gas sales raised to 9.66bn m*® (+11.1% YoY). The main reason for the
exceeded expectations was accounted for advantageous operating areas concentrated in the
central and western parts of China. Under the trend of industrial transfer, the opportunities for
customer acquisition will be enhanced, and the terminal demand is expected to remain high. The
company continued to promote the implementation of high-quality natural gas holding projects
and added 5 in 1H23. By the end of 1H23, the company had accumulated users of 15.22m (+6.8%
YoY). Driven by the steady increase in gas sales volume & price and the high growth in industrial &
commercial gas sales, the company’s natural gas sales revenue reached Rmb68.90bn (+8.5% YoY),
and the pre-tax reached Rmb4.89bn (+26.1% YoY).

Dollar margin kept stable and structural optimization boosted profitability. In 1H23, the
company’s natural gas sales dollar margin increased to Rmb0.495/m3(+Rmb0.001/m?3). Against the
backdrop of rising residential gas costs in 1H23, the company's dollar margin rose steadily,
demonstrating its advantages in gas sources and operations. The company is backed by CNPC, so
the ability of resource acquisition is strong, and the cost fluctuation is relatively low. In 1H23,
industrial gas sales accounted for 65.3% of the company’s retail gas volume (+0.9pct YoY). With
the price-through capability and the optimization of the gas sales structure, the profitability of the
main business is expected to grow continuously.

The LNG processing, storage and transportation business performed weaker than expected. The
company has two LNG terminals with a total annual turnover capacity of 13mt per year, which are
mainly responsible for the receiving, unloading, and transportation of LNG imported. The average
utilisation rate of LNG terminals reached 81.8% in 1H23, which was lower than the guided goal of
90%. Meanwhile, 15 LNG plants were operating on an average utilisation rate of 38.9% (-6pcts
YoY). The main reason for the decline in performance is the slow recovery in national natural gas
consumption, especially in the eastern coastal region with higher LNG demand, which is less than
expected, leading to weaker overall demand for domestic and imported LNG. The company's
pre-tax profit from LNG processing and storage in 1H23 declined to Rmb1.34bn (-19.9% YoY).
Considering the imported LNG price is more economical than domestic price, the company's LNG
receiving volume may pick up in 2H23, driving this section to rebound.

Revenue of crude oil exploration and production business declined. According to the U.S. Energy
Information Administration, crude oil prices reached a stage peak in 2022, with the average price
of Brent crude oil at $100.94 per barrel. Affected by the failing price of crude oil in 2023, the
company’s crude oil sales volume and prices fell, leading to a decline in this business to Rmb608m
(-48.6% YoY), and pre-tax profit to Rmb289m (-47.2% YoY).

Maintain BUY. We believe that the operating stability of the natural gas sales business has been
fully verified in 1H23. The efficient operation of LNG terminals can effectively guarantee
profitability. Considering the downturn in other businesses was partially offset by the growth in
the gas sales, we maintain our net profit forecast of 7.170bn in 23E, Rmb7.896bn in 24E and
Rmb8.814bn in 25E, with diluted EPS forecast of Rmb0.83 in 23E, Rmb0.91 in 24E and Rmb1.02 in
25E. The stock is trading at 6.2x 23E PE, 5.7x 24E PE, 5.1x 25E PE. Maintain BUY.

Risks: Sharp rise of gas purchase price; Strong fluctuations of crude oil prices
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Company financials

Table 1: 2XFFHRIA (i BHT)

2021 2022 2023E 2024E 2025E
Bl 138,547 171,944 197,101 211,864 226,361
Bl -121,378 -151,826 -174,123 -187,215 -200,075
EFE 17,169 20,118 22,977 24,648 26,285
HABIIN 934 62 500 700 1,000
THEEZA -3,400 -3,770 -3,843 -4,237 -4,301
Hfthin2s -447 -583 -788 -847 -905
BrEmEES -159 -500 0 0 0
rIER R 2= -4,623 -4,887 -5,377 -6,139 -7,018
EREFE 9,474 10,440 13,469 14,125 15,061
NAHEE/EAEN SR 1,356 992 1,525 2,329 3,246
15522 -254 -40 -286 -257 -226
FRFERT A 10,576 11,392 14,707 16,197 18,081
FRrSH -2,698 -3,198 -3,677 -4,049 -4,520
DEBRIRIRES 2,737 -2,975 -3,861 -4,252 -4,746
3R E 5,141 5,228 7,170 7,896 8,814

Source: Wind, SWS Research
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MMREEZDITTES FEMES ISR TSRS EaH SR FHEM IS OHTIE, LAZMAERESE. Sl EENHRSL, FRGEE
MAYER, 37, EVHEHEARE HNABRENABTHIMRRAER, FAREE, FH, BEFASEARSHNEAEER NS AMmEERERE
WEHEEFZ R RIME.
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AATARBTFROLRESBRAT. ANTETELSEEEEERSE, BIBIESRRERWSITR., AATXRBKIEEERTEIER
BIFERR B AR SIREIAUS TN, EATREATR FBUXARIIRMHSRIRTIRS . ANTEANBSEERKES MBI TIRENS., EFANET
compliance@swsresearch.com RENEXKEZRITHER www.swsresearch.com [EEIREIZHEAMNIWARERIER. FEBAHILTHER XEAE
BRFRS IB L.
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LUREREH 6 NER, B SHinEEEENKEIEER oiRE, EXT:
TN (BUY): BTG LK 20%LAE;

1##%F (Outperform): BRNTRITIE LK 10-20%;

58 (Hold): BRNZEEBETRITE-10%F1+10%Z8);

B (Underperform) : BRANFRITE TEX 10-20%;

SEH (SELL): BEMNFRITIE B 20%LA L.

T AR TR -

LIREHER 6 MAR, T THiaEEEIEMEMnE, EXOT:
BIF (Overweight) : T EMEEKTTIARIN;

it (Neutral): {TIVSEATIGRIEARNEE;

& (Underweight): 1755 F AR,

BAELIREEE, FRIBSAFTHARBARRITFRARERITFRITE. BIIRANEEITRAR, TRRBEMILEZN. REEINSESR
HIEFAUREBRR TN ARISSHRER, W= EaIAREMREELSBHER. REBNGEERRE, LIRBLRTEIMASER, &
BRI TR HERTEIS. ANEERECHTIDRAER, MREIHINTISEEXKE, TUARARIEERTR.
NMREXBANEEE: BEFERIHEEH

e

MREH LSHRAEESMRAERATE (RETHARRESERAT, UTER "A278") EhEARENENM (F8. B, 878K
B, (UEALENER (SESENEIMISIREESESEEGHNER) . FAFFRSEBRAKEIMEEMMERER. ERRHIARE
BEXNIRENEERETR. BIEEEERENAMANEESTE, FUARLTE http://www.swsresearch.com RuLTIEIIZERE NE, AATIES
EFNEEAE. MREETHIRNBREA, BRIESERE, (UEAXLTIRAMREESEFMNBKEA, FIBRETE, FNSEEEBEHTEETR
Eilss,

FREZETEATERRS, EFRNGMUIEZFERNWESY. Efttait. MREFFNEN. TR, EUMENREHEEFFEE
ZHA, FEEREHA H ERESIES R AR FRAIREE. AREMENER. BERMEWRRRARATTAHARES A0, FRE
FTSAOESSER EIRRIRINTS . MERIRBERATRSK. ATRINE, AATTAHSMREMEER. BERUAENF—ERHRS.

BFNEE BRI R AT TAET RN NREEMERIF PR, FHARREAEHRBRENE—RR. EFNEEFHREREFBTX
ERENE. AATEBIRR, ANTFRRSEHIEF MRS FIESHRBRERSBRIEFRERE, HIFNSZIESRERERESE
ISR BRI B EE QSRE AT, FRETAERERRSTEFESIBIER, TUNEFFANGTEN. FARRBRFRERD
BN FIZFRHRIREER. MBSIWAREE. FAERNENEZFNEEARENIANENSENEEHFEEEERRE, Uk (FELE)
EEHIRARE. EHIBERT, FREPIOEEEMBANENAFEMIHEIARREZN. EETIERT, FARTHHITARERFR
ETRHIREAS FEEIREREASEE. ARG, REFTEE. ERRENBUAFFLTINER, NEETHAREFEHEHITRBRE
B AR SR IR AT BRI IR,

FRERIRTRRBE, BTIEATHER. FARMNFRERE—IINF. RIEREPEET, SUMRETHFEMHIRSUIBEEAR.
REFNFELPEEN, FREVETBOEITEUMEASAREHETRANEN. SHERERR, SERDREETEMA, SLMHTRIC
TR E S UER. FTEAREPERIER. RSFCRINCHARATNER. RSFCRING, RREAATRE, HAASTE
B TR,
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