Equity Research - Company Research - Coal Mining

China Shenhua (601088)

Coal mining leader with stable earnings and high
dividends have gone through the bull and bear
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Forecast & Valuation 2022A 2023E 2024E 2025E
Revenue (RMB mn) 344,533 342,092 349,273 370,137 .

Price Movement
Growth (YoY %) 3% -1% 2% 6%
Net profit (RMB mn) 69,626 63,338 65,138 66,212 o CSEC
Growth (YoY %) 39% -9% 3% 2% 1%

.

EPS (RMB) 3.50 3.19 3.28 3.33 “;
P/E (X) 8.77 9.83 9.56 9.41 1

Source: Wind, Soochow Securities {_1

Investment Thesis

B China Shenhua Energy Company (CSEC)'s medium and long-term growth is in
prospect due to the increasing production capacity. CSEC's coal reserves are 13.53
billion tons, with an in-production capacity of 350 million tons and an equity production
capacity of 290 million tons. Among them, open-pit mines account for 40%, so that the

Source: Wind
Market Data

cost of self-produced coal remains low at 176 yuan/ton. Nearly 50% of coal sales are  Closing price (RMB) 31.35
sewer coal, which makes the company's coal selling price higher, greatly increasing the  52.\eek Range (RMB) 26.76/32.56
profit per ton (Rmb30.3bn in 2022). In terms of production capacity, CSEC plans to PIB (X) 157
acquire two coal mining assets of the group (20.7 million tons/year), and plans to build ’
the Xinjie Taigemiao mining area (planned production capacity of 56 million tons/year) ~ Floating ~ Market  Cap 516,994.04
in the future. (RMB mn)

B Benefiting from the high proportion of long-term coal sales, CSEC's performance
has strong stability. CSEC's coal sales account for 86% of the long-term agreement, so ~ Source: Wind
the price fluctuation of coal is much lower than the market level. Under the pessimistic .
scenario, we estimate that when the port coal price falls to 871 yuan/ton, CSEC's net Basic Data
profit will drop to Rmb62.3bn, a good profitability with strong performance stability. BVPS (RMB) 19.97
The layout of the whole industrial chain of coal and thermal power reduces the Liabilities/Assets (%) 24.72
cyclical fluctuation of performance. In 2022, the utilization hours of the company's
thermal power units were 4,379 hours, which is 11.6% higher than the national average, Total Issued Shares (mn) 19,868.52
and the weighted average price of electricity will reach 0.416 yuan. In addition, the  Shares Outstanding (mn) 16,491.04

company's main power plants are located in coal mines, along railways and direct
shipping areas, with a self-supplied coal ratio of 78%, and the cost of coal consumption
is low. We expect that Hunan Yueyang Power Plant and Guangdong Qingyuan Power
Plant will be put into operation in 2023-2025, with a total of more than 7.5 million
kilowatts of new installed capacity.

The value of high dividend asset is highlighted, and the abundant cash flow raises
the expectation of special dividends. From 2014 to 2022, CSEC's average annual
dividend rate is 83%, far exceeding the industry average of 44.34%. The dividend yield
for 2023 is about 7.57%. In the future low interest rate market environment, CSEC's
dividend yield will move closer to Yangtze Power, which means the stock price of CSEC
still has nearly 40% room to rise. In addition, CSEC's discretionary cash is expected to
exceed Rmb100bn in 2023. The abundant cash flow raises the expectation of special
dividends.

Earnings Forecast & Rating: We initiate with the BUY rating, and expect that CSEC’s
net profit will be Rmb63.3/65.1/66.2bn in 2023/2024/2025 respectively, with
corresponding P/E at 9.83/9.56/9.41x respectively, considering that CSEC's Stable
operation and stable dividends.

Risks: Security incidents risks, ineffective product promotion, fluctuation in product
prices, fluctuation of macroeconomics.
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B AR 5 4EE 2022A  2023E  2024E 2025E
FLERN (BFL) 344,533 342,092 349273 370,137
Fl b 3% -1% 2% 6%
V38 B84 A)E (B A T) 69,626 63,338 65,138 66,212
Fl b 39% -9% 3% 2%
FE WM - ASE T (FTIRR) 3.50 3.19 3.28 3.33
PIE ( UH-&ZHT AN ) 8.77 9.83 9.56 9.41
IR R: Wind, &RZIEA
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B OBRRA G 7670 Tk /A, G P RIPRK T, N8B E 13531004, A

P EES 35 10ek, ARG FHE 29120k, P E XA bk 40%, 1£5F B SR AR R 176
TURIRAS )BTRS A 1E 50% 4 T AHE, ARIFA S A B NS, KR ZHebiAiE,
2022 Feb A 303 L. SHbF @, 48 Bk & B RS R F (2070 ek E ), BAo
ARA MR A EHHT R (LR F 48 5600 Fob/F), A& P RBRKTH.

S B TFRWHAEE Z Bk, A8 Rk LERAT M, &) R E F R & 54 86%,
B St 5B NIRRT T KT BT T, AT LB o BNk E 871 A/mbbe,
OB FFSA BB E 623 1070, s AE) B EBIT R A A, AR HARE,

W BB o B HR K By, RTIE BRI . A S IULA BAL 4035 BT K.,
L 60% A TLEAL Y, W ATRKEIFERHAE, Fk, 2022 F205 KB
LEA) B A 4379 NI, BT A E P HKE 11.6%, Bl AR 3 E & #hi4 0.416 .
shdh, AN EBR] HHATRY . BRELEUBAEEKXR R, {AERHIZ 78%,
I BABAK. A8 BB KT AR 6L A, RATTU 23-25 4% & 1A
BT RFRS T FREERT, SR A EAEZA 750 7 TR, hEAL 20%,
BOUREMELE, ABRAEARARINRETAM. 2014-2022 F0358) FH ik
83%, M 2022 FH4rE T2.77%, & FAHLRIEH) 60%, BikARATI T KT 44.34%.
B3% 23 4 5415 b5 22 46, 3518 2023 4 12 A1 18 B &AMy, 3+ F14% 2023 4 1% 8. % 7.57%,
2t bt 2018 4F T 3% Ak Bt ) BR 6 4.32%, VAR R HER AL ZIE B ey KT HARF B it
3 2023 I &% 5.15%. MMAREKA R FHIRR T, 28 RER R G KIT D H ik,
BAABA I 40%089 EARZ A, SbIl, 2023 F0NE) T A oy LEILA T 1000 12T, H
AR FAT L fe KFUERE R, NARAMHE, HARETHREHA,
BATRM G IFK: A3 L SBEXE AL ARA, BTERAWEGBTRE S —H1L
BENE], NE BB, BMEEARK, REME UK AWPERERAE, &M
it 23-25 FHA LRI A S F)E 633/651/662 4274, EPS3.19/3.28/3.33 L, s+E PE
9.83/9.56/9.41 4. H b, HAMIRM EVIEBITDA EFFRHE, 24-25 4 B AFFLE 55
A 6862, 7367 1. B, WEREEAE, L prR, RMTHAE BERA B
1&E 55%AEAE KT, BBLITBREE 757% 5, HA L A0%BMKIGE. Hibs
FEorE) R BART R KA G RGBS Bk, HREELT “EN A

R4 BRNEFEERE TR, R THERFATN, b4t FFH.
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INE S RIFFAE FAAEE, BRAB/THES . 43, v, fUE, T is,
BEMR BERE T ——BEREH (HK. B, SiE ) —— PR (KRBT )
— B EREX, SERIEN R SREXM AN RS EE ). ARWEE
ﬁiﬁ% BSFFATRABRAS. TRy E, BE 2023 F 6 A, o8 BEREA TR

X 327.4 1evk. VT RAkEik 135.3 ek, KR EEE ABER ET NG B, BB
*@ﬁ#ﬁﬁﬁﬁTmﬁﬁ&%3%%&mﬂ#ﬁi3B%%Mﬁ ARV E2E
SR BRI 40 4,
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BAERR: BRI E NE, REIEAFTAT BAERR: BFIEANE AL, REIEAFLAT
E: AR ZE 202356 A 308 E: AN B IR R 2022 AR

G B HEE KRR EETHERENE, RRREFRRL CLSLE, NG5G
HEANATEE A £, WA L7 ZRERT, HFEA 16 K. B LR. R, A& EE
FERBRMRE, WA LERAR] . 1 RKE)], FORELELE. L. AHSE
TG, KRR, BRE 2023 F EFF, A& 5 FETHE BHLLENE T
4035.3 77 TR. “BBM” WHFEEKEHAKR, HR O FERAPRT, K& @, 2N
S|4k M B S T B R A AT, BAAEE TSRS 104, ETLEHRY 2408 2, &
v, A EEIFE T EIE . RAMAK, BREHEAKE S N EoB o ferhk, f
FHEYEBE AT RRGER FTREZ—, TREEWFELSZELAE G, MEFH,
B IA Y 218 T B E vk B B AEABGIATIE AE A, AR 15 23X 1.36 10rb., T E-H 4k
Ao, FUBEHPSH BERT D EREHALR, O FRRIAMEOR, BT LS
ITIRER WA THER. N5 LT F B E20RERECH (484 30 Zebl4F ).
Kt (7829 30 ekl ) AEAb Y F8) 7 fu, BEAIHER A 6 F B4 %12 (MTO)
KEREN B GG RIALT BEFIREE . N8 BRI B A = FT R IRAH R BB AP
AR SR H) B, HE RGBS Ae T e SNE AR S0 E 4R, PRAERATAE L An P e bt
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WRAEZR S, AAZBAELAR, 2017 Fuuk, NaEHEIHER T
KSR “FEMEFAN EMBE, TAIHE P FAA%— TN, PATFERD.
A BRNBINGE ZAF 2 AAh, o F RN A FE RN AE=675%0.5+ ( £
BER L F 8 AN AR A IR B B B VIR AE IR HH+CCTD A2 B ARG E RS
MA&Fa4) *0.5/37, HAFNE) KA E Z L IIRIF A 80% A%, 2023HL KiHE4s
At 1.881erk, LR A E49 86%. ZBIRIAT, AR EEEM AR,
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BRI, st TR BATE, SEMIEALABEE, SRKE) 408 8RR AL
WA KRN, A E BRI A 2017 ekt £ A 5] 35%. 42N 8) & o3k
ZaT B SR AISCRIRK M, AL E AR ARS8 KT T 35 w4
WS, BB AR A, 2022 8] 45 K R AR 0.271 U/ BT, HEL AT
& 5 R4,
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KERfrAR (BHA)

2022A 2023E 2024E  2025E

AliEE (BHL) 2022A 2023E 2024E  2025E

NIk W 211,050 219,470 240,719 272,486 &bk A 344,533 342,092 349,273 370,137
NA 170,503 175,284 198,912 231,388 &5 Lk s A 210,059 221,285 223,504 238,652
LR EK 19,411 22,322 20,070 18,972 Bl AHAF WA 19972 17789 18162 19617
B 12096 11605 12378 13159 A5E 5 R 410 342 349 370
H i sh K~ 9,040 10,259 9,359 8,967 %38 3 9,930 9,715 9,919 10,512

ERBDEZE 410,651 421,814 434,107 436,669 BRE % 3,722 3,421 3,493 3,701
¥ BAREARIE K 49650 49650 49650 49650 M 4% J) 877 535 351 397
B & % = 250,057 255,186 258,365 257,456 = BAER £ 4709 2137 2223 2748
FEIAR 22,061 23585 25318 24,152 JuikH ik 2420 3421 3493 3701
Xk Ui 52,589 57,766 64,979 69,669 bk 5 603 572 589 630
A IE AT 36,294 35,627 35795 35742 KERENE 261 171 175 185

=%t 621,701 641,284 674,826 709,155 & Jb |4 98,138 91,031 95,528 98,655

3 Rk 98,404 93,300 94,858 100,038 Jm:& Ak 4h4 ik % -1891  -911 -1223 -1342

43 HE B 13601 6398 7237 7436 #|¥E %5 96,247 90,120 94,305 97,314

JLAF TR K 38,972 35,406 35,140 36,859 :FiiFALE A 14592 16041 17446 18490

H bR Tk 45,831 51,496 52,481 55,743 VM AR A 12029 10741 11721 12612

RS R 64,052 59,738 65,726 69,696 Ja B A/ 3)%F)9 69,626 63,338 65,138 66,212

KA 38,438 30,438 36,632 40,819 EBIT 100,195 90,656 94,656 97,711

AR fifx 25,614 29,300 29,094 28,877 EBITDA 123,069 112,991 117,844 121,661

R kAt 162,456 153,038 160,584 169,734

b EIR R A 65391 76132 87853 100465 EZW & Lisfhidess 2022A 2023E  2024E  2025E

)2 BB a) IR AR 5 393,854 412,114 426,388 438,956 4 J%iIKk 3 (7T) 350 319 328 3.33

R AR AR 621,701 641,284 674,826 709,155 A &% = (L) 19.82 20.74 21.46 22.09

KATAS AN (B A% 19869.00 19869.00 19869.00 19869.00
ROIC(%) 16.55 14.26 14.14 13.72

NeAigs (BFL) 2022A  2023E  2024E  2025E ROE(%) 17.68 15.37 15.28 15.08

BREEHINAER 109,734 95,608 103,587 109,917 £.#)% (%) 39.03 3531 36.01 3552
R EDNARK -56,585 -31,506 -33,469 -25,181 4K % F| % (%) 2021 1851 1865 17.89

FEREDILR -78,734 -59,547 -46,490 -52,259 % = i 1% % (%) 26.13 2386 23.80 23.93

A% 18 R -25,248 4,781 23,628 32,477 ALK (%) 265 -071 210 5.97

I8 Fa e d 22,874 22,336 23,188 23,950 4#)iE% K % (%) 39.02 -9.03 284 165

FAT & -27,154 -35,569 -36,794 -28,936 p/E 1066 9.83 956 941

BIE R ARE ) 2,256 -3,015 1,308 4,156 p/B 164 151 146 142

HAERIRWIND, AR FES, AXIeRAFEREY, TN R ZEATIR,
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AAVAEN I IR BN B AR, IR AT EPTA YL.& 39 o R A AT T B
HIEHREATAZAAINE; AAT AIBE T B2 BRI E Fid 5. AR R, <
P A B4R S AAFT A K. 42 E I AT R R EIZARARRRIE, TR AT
AR FIAE B AEAT IR 7 R =L B B ARAE.

BRI, AT R HA, Kb RAARARAL (BRAEBIEABHRESURER LB
T 6948 K2 SL) BA AAEARIRE AT Lo E) LG AR RIFH AR KRS TR A
EHEREARE 30 MG RELMELIES;, RAEAREL BEN IATLANZS
RFE T AR FTIR B RAT A AEATIE S,

FBRESA:
FIRIZ TR LR R T RAE LR TRATRAE R R HAR BT, FREAES
HIRE,

FR R AT R Z 37 BN 2 BN I T 5 4 E AR TARAT TAR AR 4.

BRI R RILIERATFRANELIAR / oH7 /3 BSE B R 64T ) ZAEH AT A
PRty FEREF).

R R XL RAFFRIEL AR / 0H7 / 3 BSEE A AT 8] ZF F IR 52K,
A0S,

AZXEABFZEA MBS (TR TRZEFABIR X 1T AN] 1) XA ERNE) F
AFH RAREPTIF R KAT AN T G T AL 1930A LW R E.

AR ZAEA B R R B A 5] I AE RIRE T T N8 IR A LT E R

AR RAEAE R 5] 5 RS T 3R 2] 690 8) £ R 69 124N A R IBOR AT FHARAT
W E£F.

R RIEA BRI L B8] RGP FIZIREZHTIT L iR NS KA ETH KA.

£RAHA

AREHAXIEABRAE, ERZIEARFROE PR, ANE REERANE
AIRERALIE A B P . 4o fEAT 8) k8 42 R 69 35 40) R A7) 25 0k R R ZAEA B FRd) i AR
HARIRE, WA AFHIEARIRE 69 B AL A5 £, RFRRE QG BB —RTIL, 1% &
FRAIRE Z AT AT ZHF LT F . MHCR L, 8 B ARRAERE R, FEMEH
BRFHA B RIEA LT T ob. YRR A T ELE B BT IRzpA BT
Bk TR AE, FARRAEATIR R RIT AR G AT, BT RAERIR TR, M4, 29F, Bk,
A | EASF I ABCE R TR T ML AT AR KT S A TR T B AR TR
M. AIRE L2 A B RS 4TI LA,

AIREFTRAHAZT NI KA ZRT R ZIEABRTEZHIER, (2h ZEHAEFRHF
TR AR T AEAE AT X8) B . TR J2 R BARIE (Re A = REKT), FikiE
B/ BEIAFELT, KREJIEARFERRHAIRE TR AT AR R AR 2T 5T
1B, ARIRE T A BARAR 2 ) 17

KIRE TR R Z LA TRM A T AIRE B ey R, T T EmmBAEFamds, RA
A VLIS, RIREPT 5| A a9 1EAT Ak Sy B8 AR AT A AN, AR R IR R AR A B BRI
T HERT. ERF A, RZIEAERT AT RRRR. ISR F k& E BRI P
HEI. EBION TR —F A RIS . AT T PTG TR A T f6 K T A48 B 69 RIR, AT
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AZEABR RO EAR . HARABILAME LA LT GEAARIE R RRIR A AT AE
R TR B AT 77 it 1 Sk 3 8 A GA 5 ARE B LA IR —B ) T 3938 A=/ R R S UL
B AN E) EA F e LB DU RS P A B AT BT L 5. R REAEFRA L LR
) B B SR, do T KT RIS N BT B ATAT N 8] ZAE S R AT A SR, HBTAE
B FOT B 5 AR PR 5 5 R — 5.

KRS B AT B A B BAE, ARG A AT . ARE AT R R IEHAE FR AT
H, REANERE, FMPMEFTFXELH . RS KRS F T TA. AIREAE
B I ATAT R FAFAATAT ) 5575 SEALT 049 o7y FRAE h 32 2 R ABHM 2 3 & 1247 F 3R
& RAAMT ) N AR GEFTIES . TR TR R FR R b T L, R ZIEAERER
ARADE 4 B RARAE BT BALE 0 o] A8 L4 R A 48 7 | B AR 0 4E, MERMA.

LA

A ZAEAE R G R AR EF O F LT AL AT ARE TR IEALATAZ BT R
5y, AT AR R EATARBITAAT L S IR F R AL S, B/ X TH KEATAZAERK
R REMH AR T FHCRIFARARIMERARABRAITR S . BT EH R R ZIEA
E 7 &/ R ALAR AR T 4512 %70 AR BT BLE I 6 B A B B, 5035 AR
E WA T R R — 1 BRI

KRS R PT8AZ & AT R E B L E A Toh k. TR T1F3] AL LIRS
3B R FAEAE R RS MR R 3T BAL A R A B R 2 4] T 48 X kR 69
TR . B KR E) R 52 RIR A AN RERE K. ECE IR A AT AR RIS A5 S 3
8 R AR B AL,

T BAT

NEIECS wi i E
FN: FHIAR 6 /N A AN IEKBR TS ARRT K AL 15%0A ks
W AR K 6 A AMRRERIEAIRT KT 5SS 15% 14);
wh AR 6 A A AR KR NEARRT K AT -5%Y S% 16,
BE AR 6 AR MEART K EATF-15%5 5% 14 ;
£ AR 6 ANAANRIKRBENEARA KB E-15%A T,

AT A TR
¥ MBAR6AMNAA, ATLI5HEET K WA L,
T AR 6 ANA N, ATkAEHARIT KE-5%5 5%
A FEAAK 6 NA N, ATldgHARxtEs T R SUA B,

R FIEAE RZ A a3

Level 17, Three Pacific Place, 1 Queen’s Road East, Hong Kong
FHRLBERER 1 TKE 93 & 1T #%

Tel ¥,7%: (852) 3983 0888 (xa3a]) (852) 3983, 0808 (&, A {5‘)
] hk: http:/fwww. dwzq?—ébiﬁ%k/

» o =



