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Maintain BUY rating with target price of RMB6.63 
According to its announcement released on 14 December, WELLE Environmental 
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(WELLE) has won the landfill leachate treatment bids of Changchun Municipal Analyst                                HUANG Bo 
Solid Waste Treatment Center and Daxin landfill project in Shenyang. Specializing 
in organic waste recycling and industrial energy conservation, the company has 
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SFC No. BQR122 

huangbo@htsc.com 
+(86) 755 8249 3570 

accumulated extensive expertise in projects, technological advancements and 
customer resources. We maintain 2023E/2024E/2025E EPS at 
RMB0.07/0.17/0.30. Given the company’s leading technology, successful 
operational track record, and our optimism regarding heightened acquisition and 
execution of engineering orders, as well as its great earnings upside potential, we 
value the stock at 39.0x 2024E PE, a premium over its peers’ Wind 
consensus-based average of 26.0x. Our target price is RMB6.63 (previous: 
RMB5.10). Maintain BUY. 
 
Specializing in landfill leachate treatment, major orders secured 
The leachate treatment project of Changchun Municipal Solid Waste Treatment 
Center, which WELLE estimated to worth RMB171mn, involves WELLE providing 
leachate treatment facilities with a capacity of no less than 1,000 tonnes/day (peak 
treatment capacity: 1,500 tonnes/day). Furthermore, WELLE will handle the 
installation, commissioning, operation and post-service facility dismantling. The 
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Mkt cap (RMBmn)                              3,337 
6m avg daily val (RMBmn)                      30.28 
52wk price range (RMB)                     3.84-4.69 
BVPS (RMB)                                    4.85 
 
Share performance 

contract will span three years and be renewed annually, at a bid-winning price of 
RMB155.98/tonne. Additionally, the concession project for the temporary leachate 
treatment facilities at the Daxin landfill site, which WELLE value at RMB292mn, 
tasks WELLE with constructing temporary leachate treatment facilities (capacity: 
1,400-tonne/day), with a contract fulfilment period of 4.5 years and bid-winning 
price of RMB126.98/tonne. 
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Equity transfer to optimizing asset structure and boost cash flow 
According to the announcements of WELLE and Xingrong Environment (Xingrong) 
released on 18 November, WELLE proposes to transfer 100% stake in WELLE 

Dec-22      Apr-23      Aug-23      Dec-23 

Source: Wind 

Xi'an to Xingrong, at a price of RMB283mn. WELLE Xi'an is a kitchen-waste 
concession project. The Phase I project involves kitchen-waste/waste grease 
treatment capacity of 200/20 tonnes per day, with a concession period of 30 years 
(2016-2046). The Phase II project involves kitchen-waste treatment capacity of 
200 tonnes/day and a concession period of 26 years (2020-2046). With stable 
operations, WELLE Xi'an posted revenue/net profit of RMB56.75/9.95mn in 
10M23, and had net assets of RMB178mn as of 31 October, corresponding to 1.6x 
PB for the equity transfer. As of 30 September, WELLE holds monetary funds 
amounting to RMB546mn. We anticipate this equity transfer to optimize its asset 
structure and boost cash flow. 
 
Risks: slower execution of engineering projects than we expect; slower ramp-up of 
leachate and kitchen-waste treatment orders than we expect. 
 
Financials 
YE 31 Dec 2021 2022 2023E 2024E 2025E 
Revenue (RMBmn) 3,153 2,085 2,503 3,008 3,620 
+/-% (1.55) (33.88) 20.04 20.19 20.33 
Net profit (RMBmn) 186.25 (449.60) 52.90 132.40 236.60 
+/-% (47.87) (341.39) 111.77 150.27 78.70 
EPS (diluted, RMB) 0.24 (0.58) 0.07 0.17 0.30 
ROE (%) 4.04 (11.73) 1.38 3.36 5.71 
PE (x) 18.25 (7.56) 64.27 25.68 14.37 
PB (x) 0.78 0.89 0.88 0.86 0.82 
EV EBITDA (x) 8.52 40.78 17.27 13.31 10.52 
Source: Company announcements, Huatai Research estimates 
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Fig.1: Peers’ valuation comparison 
Ticker Company Closing price (RMB) Market cap (RMBmn) PE (x) PB (x) 

14 December 2023 14 December 2023 23E 24E 25E 23E 24E 25E 
603200 CH Shanghai Emperor of Cleaning Hi-Tech 20.48 3,573   65.0   40.6   19.7 3.8 3.6 3.1 
300958 CH BCEG Environmental Remediation 17.88 2,802   24.6   21.6   18.6 2.0 1.8 1.6 
688718 CH Wave Cyber 14.38 2,499   35.7   22.2   17.2 3.2 2.8 2.4 
688335 CH Shanghai CEO Environmental Protection 13.22 1,953   41.2   19.8   15.8 1.6 1.5 1.4 
Average 41.6   26.0   17.8 2.6 2.4 2.1 
300190 CH WELLE 4.35 3,400   64.3   25.7   14.4 0.9 0.9 0.8 
Note: forecasts for peers are Wind-consensus estimates 
Source: Wind, Huatai Research estimates 
 

Fig.2: WELLE – revenue and yoy growth Fig.3: WELLE – attributable net profit and yoy growth 
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Fig.4: WELLE Environmental PE-Bands Fig.5: WELLE Environmental PB-Bands 
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Full financials 

Balance sheet Income statement 

YE 31 Dec (RMBmn) 2021 2022   2023E   2024E   2025E YE 31 Dec (RMBmn) 2021 2022   2023E   2024E   2025E 
Current assets 6,001 5,236 6,311 6,964 7,522 Revenue 3,153 2,085 2,503 3,008 3,620 
Cash & equivalents 1,117   922.54 1,107 1,331 1,602 Operating costs 2,289 1,727 1,958 2,293 2,687 
Account receivables 1,768 1,463 1,317 1,691   722.45 Business taxes & surcharges 11.19 8.24 9.89 11.88 14.30 
Other receivables 184.64   163.40   254.39   247.74   356.49 Operating expenses 148.45   154.44   142.66   159.43   188.22 
Prepayments 112.62 86.21   152.46   134.39   210.79 Admin expenses 221.28   233.48   230.25   258.69   289.57 
Inventories 750.59   817.77   960.27 1,122 1,318 Financial costs 122.66   133.03 93.30   107.56   122.67 
Other current assets 2,069 1,783 2,519 2,438 3,313 Asset impairment losses (8.18) (194.19) (6.49) (7.80) (9.39) 
Non-current assets 4,646 4,670 4,897 5,096 5,331 P from fair value changes (3.29)   (23.14) 0.00 0.00 0.00 
Long-term investment 400.78   438.55   527.29   620.05   722.59 Investment income 8.91 31.17 31.17 31.17 31.17 
Fixed investment 444.59   721.00   821.65   921.60 1,029 Operating profit 185.55 (502.98) 57.91   149.60   269.46 
Intangible assets 1,837 2,134 2,183 2,185 2,186 Non-operating income 15.22 7.74 7.74 7.74 7.74 
Other non-curr. assets 1,964 1,376 1,364 1,370 1,393 Non-operating expenses 3.59 17.66 5.30 6.30 7.30 
Total assets 10,647 9,906   11,208   12,060   12,853 Total profit 197.17 (512.90) 60.35   151.04   269.91 
Current liabilities 4,232 3,813 5,061 5,789 6,350 Income tax expenses 14.59   (47.58) 5.60 14.01 25.04 
Short-term borrowings 1,241 1,416 2,027 2,674 3,344 Profit after tax 182.57 (465.32) 54.75   137.03   244.87 
Account payables 1,526 1,197 1,681 1,690 1,363 Minority interest (3.68)   (15.72) 1.85 4.63 8.27 
Other current liabilities 1,466 1,200 1,353 1,425 1,643 Net profit attr. to parent 186.25 (449.60) 52.90   132.40   236.60 
Non-current liabilities 1,899 2,127 2,165 2,191 2,218 EBITDA 665.38   148.94   377.59   524.35   705.45 
Long-term borrowings 705.03   919.84   758.13   584.43   410.98 EPS (RMB, basic) 0.24 (0.57) 0.07 0.17 0.30 
Other non-curr. liabilities 1,194 1,207 1,407 1,607 1,807 
Total liabilities 6,131 5,940 7,227 7,981 8,568 Performance 
Minority interest 137.09   126.88   128.73   133.36   141.63 YE 31 Dec 2021 2022   2023E   2024E   2025E 
Share capital 781.59   781.59   781.59   781.59   781.59 Growth (%) 
Capital reserves 2,277 2,261 2,261 2,261 2,261 Revenue (1.55)   (33.88) 20.04 20.19 20.33 
Retained profit 1,321   798.12   857.63 1,007 1,273 Operating profit (54.87) (371.08)   111.51   158.34 80.13 
Shareholders’ equity attr. to parent 4,379 3,839 3,853 3,946 4,144 Net profit attr. to parent (47.87) (341.39)  111.77  150.27 78.70 
Equity & liabilities 10,647 9,906   11,208   12,060   12,853 Profitability (%) 

Gross profit margin 27.40 17.18 21.79 23.78 25.77 
Cash flow statement Net profit margin 5.79  (22.32) 2.19 4.56 6.76 
YE 31 Dec (RMBmn) 2021 2022   2023E   2024E   2025E ROE 4.04   (11.73) 1.38 3.36 5.71 
Operating cash flow 325.38   163.06   168.83   186.43   303.35 ROIC 5.55 (1.97) 1.29 2.66 4.18 
Net profit 182.57 (465.32) 54.75   137.03   244.87 Solvency 
Depreciation/amortization 299.11   278.38   287.46   325.94   369.25 Liabilities/assets (%) 57.58 59.96 64.48 66.17 66.66 
Financial costs 122.66   133.03 93.30   107.56   122.67 Net gearing ratio (%) 53.05 70.31 81.25 90.44 96.15 
Investment losses (8.91)   (31.17)   (31.17)   (31.17)   (31.17) Current ratio (x) 1.42 1.37 1.25 1.20 1.18 
Chg in working capital (358.58) (6.59) (230.36) (346.77) (394.89) Quick ratio (x) 1.14 1.07 0.98 0.94 0.91 
Other operating activ’s 88.53  254.72 (5.15) (6.16) (7.39) Operating capability 
Investing cash flow (246.80) (314.37) (483.12) (494.03) (572.33) Total assets t/o ratio (x) 0.31 0.20 0.24 0.26 0.29 
Capex (612.31) (343.49) (424.94) (431.60) (499.76) Receivables t/o ratio (x) 1.79 1.29 1.80 2.00 3.00 
Long-term investment (92.84)   (58.06)   (88.75)   (92.75) (102.54) Payables t/o ratio (x) 1.58 1.27 1.36 1.36 1.76 
Other investing activ’s 458.36 87.17 30.56 30.32 29.97 Per-share data (RMB) 
Financing cash flow 237.41   (32.18) (747.95) 40.99 60.34 EPS (diluted) 0.24 (0.58) 0.07 0.17 0.30 
Short-term borrowings 403.14   174.90   611.23   647.56   669.80 OCFPS (diluted) 0.42 0.21 0.22 0.24 0.39 
Long-term borrowings (76.28)   214.81 (161.70) (173.71) (173.44) BVPS (diluted) 5.60 4.91 4.93 5.05 5.30 
Increase in common stock 0.00 0.00 0.00 0.00 0.00 Valuation (x) 
Additional paid-in capital 0.96   (15.87) 0.00 0.00 0.00 PE 18.25 (7.56) 64.27 25.68 14.37 
Other financing activ’s (90.40) (406.02)  (1,197) (432.85) (436.01) PB 0.78 0.89 0.88 0.86 0.82 
Net change in cash 314.16 (182.55)   (1,062) (266.60) (208.64) EV EBITDA 8.52 40.78 17.27 13.31 10.52 

Source: Company announcements, Huatai Research estimates 
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Disclaimers 

Analyst Certification 

I/We, WANG Weijia, HUANG Bo, LI Yalin, hereby certify that the views expressed in this report accurately reflect the personal 
views of the analyst(s) about the subject securities or issuers; and no part of the compensation of the analyst(s) was, is, or will 
be, directly or indirectly, related to the inclusion of specific recommendations or views in this report. 
 
General Disclaimers and Disclosures 
This research report has been prepared by Huatai Financial Holdings (Hong Kong) Limited (hereinafter referred to as “HFHL”). 
The information herein is strictly confidential to the recipient. This report is intended for HFHL, its clients and associated 
companies. Any other person shall not be deemed a client of the Company merely from his or her receipt of this report. 

This report is based on information deemed reliable and publicly available by HFHL, but HFHL and its associated company(ies) 
(collectively, hereinafter “Huatai”) makes no guarantee as to the accuracy or completeness of such information. 

The opinions, assessments and projections contained herein only reflect the views and judgments at the issuance date. Huatai 
may issue research reports that contain inconsistent views, assessments and projections with those set out herein at different 
times. The prices, values and investment returns of the securities or investment instruments referred to herein may fluctuate. 
Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. 
Huatai makes no warrants that the information in this report be kept up to date. The information contained in this report may be 
modified without notice by Huatai, and investors shall pay attention to such updates or modifications when necessary. 

HFHL is not a U.S. Financial Industry Regulatory Authority (“FINRA”) member firm, and HFHL research analysts are not 
registered/qualified as research analysts with FINRA. 

While every effort has been made by Huatai to ensure the content contained herein is objective and impartial, the views, 
conclusions and recommendations in this report are for reference only and are not to be construed as an offer or solicitation for 
the purchase or sale of any security or financial instrument and in any jurisdiction where such offer or solicitation would be illegal. 
Such views and recommendations are not intended to provide personal investment advice and does not take into account the 
specific investment objectives, financial situation and the particular needs of any specific person. Investors should give sufficient 
consideration to their own particular circumstances, and fully understand and use the contents of this report, which should not be 
seen as the sole factor to rely on in making investment decisions. Huatai and the report’s authors shall under no circumstance be 
held liable for any direct, indirect or consequential losses or damages arising from or in connection with the use or reliance of this 
report or its contents. Any form of written or verbal commitment to share the proceeds or losses of any securities investment shall 
be regarded as null and void. 

Unless otherwise indicated, the data quoted in this report represents past performance, which should not be used as a guide of 
future returns. Huatai does not promise or guarantee that any future return will be realized. The forecast made in the report is 
based on corresponding assumptions, and any change of assumptions may significantly affect the predicted return. 

Huatai and the report’s authors have no legally prohibited interest in the securities or investment instruments referred to herein, 
to the best of their knowledge. Huatai may, to the extent permitted by applicable law, hold positions in or trade securities issued 
by companies mentioned herein, and may also perform investment banking, financial advisory or other financial products related 
services for or solicit business from such companies. 

Based on different assumptions, standards or adopting different analytical methods, Huatai’s sales, traders or other professionals 
may, orally or in writing, express market comments and/or trading opinions inconsistent with the opinions and suggestions of this 
report. Huatai has no obligation to update this report. Huatai’s asset management, proprietary and other investment services 
departments may independently make investment decisions that are inconsistent with the opinions or recommendations 
expressed in this report. Investors should take into account that Huatai and/or its related persons may have potential conflicts of 
interest that may affect the objectivity of the opinions in this report. Investors should not regard this report as the sole basis for 
their investment or other decisions. Specific disclosures in this regard are contained at the end of this report. 

This report is not intended for any institution or individual investor of any region, country or other jurisdiction in which Huatai 
would violate local law or regulation; or subject Huatai to relevant law or regulation, due to the sending, publishing, or use of this 
report. 

The copyright of this report is exclusively owned by HFHL. No organizations or individuals shall infringe the copyright of HFHL by 
any means, such as duplicating, reproducing, publishing, quoting or redistributing (in whole or in part) to any other person without 
the written consent of HFHL. Where HFHL agrees to quote or distribute, it shall be used within the permitted scope and obtain 
independent local advice to comply with applicable laws and regulations before distribution, and indicate the source as "Huatai 
HK Research". Any reference, deletion or modification inconsistent with the original intention of this report shall not be made. 
HFHL reserves the right to pursue legal actions against relevant infringement. All trademarks, service marks and marks used 
herein are trademarks, service marks and marks of HFHL. 
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Hong Kong, China 
In Hong Kong, this research report is prepared and distributed by HFHL, which is regulated by the Hong Kong Securities and 
Futures Commission and is the wholly owned subsidiary of Huatai International Financial Holdings Company Limited (华泰国际金 
融控股有限公司) which is a wholly-owned subsidiary of Huatai Securities Co., Ltd., a joint stock company incorporated in the 
People’s Republic of China with limited liability under the Chinese corporate name “华泰证券股份有限公司”. This research 
report is intended for use only by institutional and professional investors as defined in the Hong Kong Securities and Futures 
Ordinance and its subsidiary legislation. Recipients of this research in Hong Kong may contact HFHL in respect of any matter 
arising from or in connection with this research. 
 
Important HK Regulatory Disclosures 
 HFHL does not have an individual employed by or associated with it serves as an officer of any companies or issuers under 

its research coverage. 
 XREC (000598 CH): HFHL, its subsidiaries and/or affiliates, beneficially owns 1% or above of the subject company’s(ies) 

market capitalisation. 
 Please refer to the important disclosures on HFHL’s website https://www.htsc.com.hk/stock_disclosure 
Please see additional important disclosures under the section of “Important US Regulatory Disclosures”. 
 
United States 
In the United States, this research report is distributed solely to institutional investors that meet US regulatory requirements by 
Huatai Securities（USA）Inc., which is a registered broker-dealer and member of FINRA. Huatai Securities (USA) Inc., accepts 
responsibility for the content of this research report in accordance with the provisions of Rule 15a-6 under the US Securities 
Exchange Act of 1934. Huatai Securities (USA) Inc.’s affiliate analysts are not registered/qualified as research analysts with 
FINRA, may not be associated persons of Huatai Securities (USA) Inc., and therefore may not be subject to FINRA rule 
restrictions on communications with a subject company, public appearances, and trading securities held by the analysts. Huatai 
Securities (USA) Inc. is a wholly-owned subsidiary of Huatai International Financial Holdings Company Limited (华泰国际金融控 
股有限公司) which is a wholly-owned subsidiary of Huatai Securities Co., Ltd. Any persons receiving this report directly from 
Huatai Securities (USA) Inc. and wishing to effect a transaction in any security described herein should do so with Huatai 
Securities (USA) Inc. 
 
Important US Regulatory Disclosures 
 WANG Weijia, HUANG Bo, LI Yalin and their associates do not serve as an officer, director or advisor of the subject 

securities or issuers mentioned in this Research Report. The Analysts and their associates do not have any financial 
interests in relation to the subject securities or issuers mentioned in this Research Report. For the purposes of these 
disclosures, the term “associate” includes members of the analyst’s household as defined by FINRA. Analysts receive 
compensation based upon the overall revenue and profitability of Huatai securities Co., Ltd, including revenues derived 
from its investment banking business. 

 XREC (000598 CH): Huatai Securities Co., Ltd., its subsidiaries and/or affiliates, beneficially owns 1% or more of a class of 
common equity securities of the subject company(ies). 

 Huatai Securities Co., Ltd., its subsidiaries and/or its affiliates, from time to time sell to and buy from customers the 
securities/instruments of companies, both equities and debt (including derivatives) of companies covered in Huatai 
Securities Research on a principal or agency basis. 

 Huatai Securities Co., Ltd., its subsidiaries and/or its affiliate(s), and/or their officers, directors and employees may, to the 
extent permitted by applicable law, have positions in any securities mentioned in this report (or in any related investment) 
and may from time to time add to or dispose of any such securities (or investment). Therefore, investors should be aware 
that a conflict of interest may exist. 

 The subject of this report may include entities subject to a U.S. Presidential Executive Order which restricts the ability of 
U.S. persons to invest in specified companies now referred to as Chinese Military-Industrial Complex Companies (“CMIC”) 
by the US Treasury Department’s Office of Foreign Assets Control (“OFAC”). The analysis, opinions, and recommendations 
contained in this report are for reference only and does not constitute an offer or solicitation to buy or sell the securities, or 
an effort to facilitate the purchase or sale of the securities. Any “U.S. Person,” defined as a U.S. citizen, permanent resident 
alien, entity organized under the laws of the U.S. or any jurisdiction within the U.S. (including foreign branches), or any 
person located in the U.S., should fully consider their own specific circumstances, and not directly or indirectly invest in any 
form of publicly traded securities of a CMIC, or their derivative securities, and use them as investment opportunities. For 
any securities-related transaction in the subject company restricted by a U.S. Presidential Executive Order, neither Huatai 
Securities & Co., Ltd, its subsidiaries, Huatai Securities (USA), Inc. or Huatai Financial Holdings (Hong Kong) Ltd, nor the 
author of this report shall bear any legal responsibility for any consequences resulting from the use of information contained 
in this report. 
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Guide to Investment Rating 

The investment rating system is based on total return potential including all paid or anticipated dividends relative to that of the 
benchmark over the next 6-12 months after the release of the report. 
The benchmark: CSI-300 Index for A share market. Hang Seng index for Hong Kong market. S&P 500 index for US market. 
TWSE for Chinese Taiwan market. Nikkei 225 index for Japan market. 
 
Industry Rating Definitions 
OVERWEIGHT: The industry index is expected to outperform the benchmark 
NEUTRAL: Performance of the industry index is expected to be in line with the benchmark 
UNDERWEIGHT: The industry index is expected to significantly underperform the benchmark 
 
Stock Rating Definitions 
BUY: The stock price is expected to outperform the benchmark by more than 15% 
OVERWEIGHT: The stock price is expected to outperform the benchmark by 5%~15% 
HOLD: The performance of the stock relative to that of the benchmark is expected to be within -15%~5% 
SELL: The stock price is expected to underperform the benchmark by more than 15% 
Rating suspended: The rating, target price and estimates have been suspended temporarily to comply with applicable 
regulations and/or firm policies 
Not rated: Stocks are not in regular research coverage. Investors should not expect continuing or additional information from 
Huatai relating to such securities and/or companies 
 
 
Legal Entity Disclosures 
China: Huatai Securities Co., Ltd is approved by the China Securities Regulatory Commission under a qualification to carry out 
“securities investment consulting” business. Business license no: 91320000704041011J 
Hong Kong: Huatai Financial Holdings (Hong Kong) Limited holds a license issued by the Securities and Futures Commission in Hong 
Kong to carry out “advising on securities” business. License no: AOK809. 
USA: Huatai Securities (USA) Inc. is a registered broker-dealer and member of FINRA. License no.: CRD#: 298809/SEC#: 8-70231. 
 
 
Huatai Securities Co., Ltd 
Nanjing Beijing 
Building 1, Huatai Securities Plaza, No. 228 Jiangdong M Rd, 
Jianye District, Nanjing, 210019 

18F, Building A, No. 28 Fengsheng Hutong, Taipingqiao St, 
Xicheng District, Beijing, 100032 

Tel: 86 25 83389999/Fax: 86 25 83387521 Tel: 86 10 63211166/Fax: 86 10 63211275 
Email: ht-rd@htsc.com Email: ht-rd@htsc.com 
 
Shenzhen Shanghai 
10F, South Bosera Fund Building, No. 5999 Yitian Rd, 
Futian District, Shenzhen, 518017 

23F, Building E, Poly Plaza, No. 18 Dongfang Rd, 
Pudong District, Shanghai, 200120 

Tel: 86 755 82493932/Fax: 86 755 82492062 Tel: 86 21 28972098/Fax: 86 21 28972068 
Email: ht-rd@htsc.com Email: ht-rd@htsc.com 
 

Huatai Financial Holdings (Hong Kong) Limited 
Unit 5808-12, 58/F, The Center, 99 Queens Road Central, Central, HONG KONG 
Tel: +852 3658 6000/Fax: +852 2169 0770 
Email: research@htsc.com 
http://www.htsc.com.hk/ 
 
Huatai Securities (USA) Inc. 
280 Park Avenue, 21st Floor East, New York, New York 10017, UNITED STATES 
Tel: 212-763-8160/Fax: 917-725-9702 
Email: Huatai@htsc-us.com 
http://www.htsc-us.com 
 
© 2023 Huatai Securities Co., Ltd. All Rights Reserved 
 
 
 
 
 
 
 
 
 

 
This report must be read with important disclosures and analyst certifications located on the end of the report. 6 


