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Sector outlook

Product price quotes - XYG’s float glass and XYS’s solar glass
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Xinyi Glass 868 HK
Rec BUY
Market cap US$3.8bn
Price HK$7.49
Target HK$9.60>HK$9.50
Total return +33.4%

Xinyi Solar 968 HK
Rec BUY
Market cap US$2.5bn
Price HK$2.66
Target HK$3.10>HK$3.30
Total return +29.5%
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Snoopin around
Small-caps research

ASP vs cost
Price hike to largely offset costs; more on capacity plans
We joined XYG/XYS’s site visit to Wuhu last week. Both float glass/solar 
glass had a good run in 2H17, driven by demand and costs, and backed by 
flat/slower supply growth, with the price hike mostly covering rising costs. 
XYG shared more on its overseas float-glass plans in Malaysia/Canada, and 
is looking for potentials for new, high-end production lines in China. 
Meanwhile, XYS is likely to further slow down its solar-farm progress, 
which could affect growth but is good for cashflow. Maintain BUY on both. 

XYG - ASP hike to mostly overcome costs
q Float-glass prices in China had a satisfactory run in 2H17, surged c.16% for XYG’s 

ASP, driven by seasonally stronger demand and rising costs amid flat supply.
q Property sales/new starts GFA slowed amid restrictions, but healthier inventory will 

make the cycle gentler than before, supported by limited new float-glass capacity.
q XYG imports cheaper soda ash from overseas (c.30% of usage) to partly replace 

the domestic source which has seen prices soar c.39% since 2H. XYG also had a 
limited portion of capacity subject to the winter natural-gas price hike last year;
probably similar this year, if any.

q We expect XYG’s float-glass GPM to expand in 2H17; we estimate at c.32.3% vs 
30.1% in 1H17, although auto/construction glasses would be dragged slightly. We 
cut 2017/18/19 core profit by 1.7%/0.6%/0.4% on higher float-glass ASP/costs, 
and we retain BUY with TP HK$9.50 (from HK$9.60) on a blended PE/PB approach.

More on capacity expansion
q For its c.50% float-glass capacity growth plan by 2020, XYG may, on top of the second phase 

under construction in Malaysia, build more plants in Malaysia (third phase) and in Canada.
q XYG is also exploring the possibility of building new, “ultra-clear” float-glass lines in 

China. This could raise doubt on supply increase, but given the policy favours foreign
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XYG
ASP hike to mostly overcome costs
Float-glass prices in China had a satisfactory run in 2H17, up c.6% since end-
June, and XYG’s average prices surged c.16% during the period. In addition 
to the seasonally stronger demand, the rising costs in the market also 
triggered producers to raise prices, supported by a flat supply environment 
(with market capacity only surged 0.5% during since end-June).

The market has been worrying about the slowing property sector amid further 
restriction policies to affect property sales. We also noted property sales/new 
construction starts GFA to slow further, which were up 1.6%/1.4% in 
September 2017 vs 14.6%/6.8% for 9M17. Meanwhile, we still see this 
property downcycle as gentler than the previous ones given the more 
reasonable inventory levels, and the limited new float-glass capacity also 
enabled a healthier glass market than before.

In terms of costs, despite cost pressure from the soaring market soda ash 
price (from c.Rmb1,750 at end-June to c.Rmb2,425/t now, or a c.39% 
increase), XYG has already purchased imported soda, which was 
approximately 30% of its total consumption (including Malaysia), pending for 
shipments. Besides, the 5% cut in natural-gas prices in early September
would also help offset part of the potential increase in natural-gas prices 
during upcoming winter, like what we observed last year. Meanwhile, 
management stated that only the Tianjin plant (c.14% of XYG’s total float-
glass capacity) was actually subject to the winter gas hike, and this year it 
could also be the case.

Thus, given better ASP and manageable costs, we expect XYG’s float-glass 
GPM to expand further in 2H17, at c.32.3% vs 30.1% in 1H17, although the 
auto glass and construction glass segments would be dragged slightly. We cut
our 2017/18/19 core profit forecasts slightly by 1.7%/0.6%/0.4% to factor in 
higher float glass ASP/costs, and we maintain BUY with a target price at 
HK$9.50 (from HK$9.60) based on a blended PE/PB approach: for PE, we 
apply 10x average 18-19CL EPS; for PB we use a target multiple of 2.0x on 
average 17-18CL BVPS.

Management expects the 2018 average price level to be higher than 2017, 
with glass demand remaining strong in 2018 and supply to be limited, and 
there is support from pollution controls which resulted in higher costs. 
Demand would be supported by still-growing GFA under construction as well 
as increasing glass applications.

ASP hike since 2H17 and 
strong season …

… and from cost hike 
which is manageable

We expect float-glass 
GPM to expand in 2H17, 

despite auto/construction 
glasses could have some 

drag
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Figure 7

Earnings revisions

17CL 18CL

New Old Change New Old Change

Revenue (HK$ m) 14,747 14,336 2.9% 15,734 15,292 2.9%

- Automobile glass products 3,841 3,806 0.9% 3,915 3,879 0.9%

- Construction glass 2,665 2,638 1.0% 2,750 2,722 1.0%

- Float glass (inc. electronic glass) 8,221 7,873 4.4% 8,993 8,616 4.4%

- Wind farm 19 19 0.0% 75 75 0.0%

Gross profit margin 36.3% 37.7% -1.4 ppt 37.5% 38.6% -1.1 ppt

- Automobile glass products 47.0% 49.3% -2.3 ppt 48.1% 50.6% -2.5 ppt

- Construction glass 35.9% 39.0% -3.1 ppt 35.6% 38.4% -2.8 ppt

- Float glass (inc. electronic glass) 31.4% 31.6% -0.2 ppt 33.3% 33.1% 0.2 ppt

- Wind farm 70.3% 70.3% 0.0 ppt 70.3% 70.3% 0.0 ppt

Core profit (HK$ m) 3,682 3,745 -1.7% 4,137 4,161 -0.6%

Source: CLSA 

Figure 8

XYG - Financials

Year to 31 December 15A 16A 17CL 18CL 19CL
Revenue (HK$m) 11,460 12,848 14,747 15,734 16,533
Rev forecast change (%) - - 2.9 2.9 2.9
Adjusted net profit (HK$m) 1,734 3,055 3,682 4,137 4,634
NP forecast change (%) - - (1.7) (0.6) (0.4)
Adjusted EPS (HK¢) 43.0 76.5 92.8 103.2 115.5
CL/consensus (8) (EPS%) - - 99 99 108
Adj EPS growth (% YoY) 51.7 77.8 21.3 11.2 12.0
Adjusted PE (x) 17.4 9.8 8.1 7.3 6.5
Dividend yield (%) 3.5 5.3 5.9 6.7 7.5
ROE (%) 16.9 24.8 26.1 25.6 25.2
Net debt/equity (%) 37.2 37.0 38.5 27.8 17.4
Source: CLSA

Figure 9

Valuation of Xinyi Glass

PE basis
Average 18-19CL EPS (HK$) 1.09
Target multiple (x) 10.0
Fair value (HK$) 10.90

PB basis
Average 17-18CL BVPS (HK$) 4.05
Target multiple (x) 2.0
Fair value (HK$) 8.10

Average (HK$) 9.50
Implying 17/18CL PE 10.2x/9.2x

Source: CLSA

Figure 10

Valuation of Xinyi Glass’s non-solar business

HK$m FY17CL FY18CL

Net profit of Xinyi Glass 3,682 4,137

Less: after-tax share of profits of Xinyi Solar (652) (660)

Non-solar profit (a) 3,031 3,478

Current market cap of Xinyi Glass (b) 29,955 29,955

Current market cap of Xinyi Solar (c) 19,747 19,747

M’cap of Xinyi Glass's non-solar business (d) = (b) – 29.5%*(c) 24,124 24,124

PE of Xinyi Glass's non-solar business (e) = (d)/(a) 8.0 6.9

Source: CLSA 

Current market-cap 
implies 8.0x/6.9x its non-
solar businesses earnings 

in 17/18CL

Our TP is based on a 
blended PE and PB 

approach, with higher 
multiples amid market 

rerating
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XYS
Solar glass bottomed out
Solar glass continued the improvement trend in 2H17, where prices have
started to rebound gradually by c.3-5% since August after about a year’s 
downtrend. We believe the price hike was due to: 1) solar-glass demand 
being much stronger than what the market used to expect at the beginning of 
the year, with solar capacity installation reaching 42.3MW in 9M17, thanks to 
soaring distributed generation projects (DG) and projects from top-runners 
programmes. Solar-glass makers’ shipments remained satisfactory even 
during the traditional slack season, as some projects were allowed to be 
completed later than the 30 June deadline under the FiT cut announced in 
late 2016. 2) Increasing costs like soda ash and the relatively steady demand 
allow producers to pass on the incremental costs. 

Management expects one more round of price hike (potentially c.Rmb1/sqm 
or c.3-4%) to come soon. Besides, the company will also purchase imported 
soda ash to manage the incremental costs. Thus, we expect XYS to record 
higher solar-glass GPM in 2H17 and forecast 31.7% vs 28.6% in 1H17.

We believe the potential new capacity in the market is a medium-term risk to 
solar-glass prices/GPM, but the new capacity rollout since 2017 has been 
slower than originally thought (eg, CNBM Group put its 1,000t/d capacity on 
hold, and Hebei Jinxin’s second 700t/d line also hasn’t rolled out after 
completed construction for months.

Figure 14 Figure 15

Selling prices of XYS’s solar glass – Wuhu plant Selling prices of XYS’s solar glass – Tianjin plant

Source: SCI99.com, CLSA Source: SCI99.com, CLSA

Figure 16

Ultra-clear PV raw glass producers globally
(t/d) 2014 15CL 16CL 17CL 18CL Capacity commenced

in 2011 or before
Xinyi Solar 3,800 3,900 5,800 5,800 6,800 1,000
Flat Glass Group 2,300 2,300 2,300 2,800 4,300 500
Irico 500 500 750 1,250 1,250 1,250 1,250750 1,500 1,500 2,600 2,600 250
CSG 1,300 1,300 1,300 1,300 1,300
CNBM Group 160 970 970 1,470 1,470
Jinxin Solar 250 250 1,450 1,200 1,900
Ancai 750 750 750 750 750 750
AVIC Sanxin 650 650 950 950 950 650
Tuori New Energy 550 550 550 550 550 250
Rishengda Solar 500 500 500 500 500
Henan Yuhua 250 250 250 250 250 250
Henan Sikeda 150 150 150 150 150

14
16
18
20
22
24
26
28
30
32
34
36
38

Ja
n
 1

3

A
p
r 

1
3

Ju
l 
1
3

O
ct

 1
3

Ja
n
 1

4

A
p
r 

1
4

Ju
l 
1
4

O
ct

 1
4

Ja
n
 1

5

A
p
r 

1
5

Ju
l 
1
5

O
ct

 1
5

Ja
n
 1

6

A
p
r 

1
6

Ju
l 
1
6

O
ct

 1
6

Ja
n
 1

7

A
p
r 

1
7

Ju
l 
1
7

O
ct

 1
7

(Rmb/m2) Raw glass
Processed glass
Processed glass with AR coating

14
16
18
20
22
24
26
28
30
32
34
36
38

Ja
n
 1

3

A
p
r 

1
3

Ju
l 
1
3

O
ct

 1
3

Ja
n
 1

4

A
p
r 

1
4

Ju
l 
1
4

O
ct

 1
4

Ja
n
 1

5

A
p
r 

1
5

Ju
l 
1
5

O
ct

 1
5

Ja
n
 1

6

A
p
r 

1
6

Ju
l 
1
6

O
ct

 1
6

Ja
n
 1

7

A
p
r 

1
7

Ju
l 
1
7

O
ct

 1
7

(Rmb/m2) Raw glass
Processed glass
Processed glass with AR coating

Solar-glass prices
rebounded on better-

than-expected demand 
and rising costs

We expect solar-glass 
GPM to expand in 2H17
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Sulate Solar 250 250 250 250 250 250
Pilkington 120 250 250 250 250 250
Nantong Taide 150 150 150 150 150
Taiwan Glass 600 600 490 490 490
Jiangsu Gangyue 250 250 250 250 850
Yuandong Photoelectric - 500 780 780
Fuzhou Xinfuxing 550 550 550
Qinghai Guangke 250 250 250 250 250
Jiangsu Xinda 520 650 650 650 650
Nantong Deli - 300 300 300
Anyuan Solar 250 250 250
Kibing 700
Hongsheng Solar 300 300
Other overseas 940 940 940 690 690
Total capacity (t/d) 14,490 16,410 21,300 23,480 27,980 4,150
YoY growth 20.4% 13.3% 29.8% 10.2% 19.2%
Thickness (mm) 3.2 3.2 3.2 3.2 3.2
Density (kg/m3) 2,500 2,500 2,500 2,500 2,500
Total capacity (m m2) 661 749 972 1,071 1,277
Effective capacity (m m2) 317 393 456 542 623
YoY growth 29.5% 24.0% 16.1% 18.7% 14.9%
Assuming:
Raw glass yield rate 66% 68% 68% 68% 68%
Effective utilisation 82% 82% 78% 78% 78%
Assuming new capacity launches mid-year 
Source: sci99.com, CLSA 

Figure 17

Monthly operating solar-glass capacity in China

Source: sci99.com, CLSA 

Slower solar-farm development
On the other hand, XYS continued to slow down its solar-farm development 
progress, partly due to local governments’ slow quota distribution and the 
potential for an imminent further decline in module costs. We forecast XYS to 
reach cumulative installation of 1.8GW (excluding the 100MW under 50:50 
JV), vs 1.46GW/1.58GW by end-16/end-1H17, or 340MW new addition in 
2017, plus 400MW in each of 2018/19 (from 600/700/700MW in 17-19CL 
previously). This could affect the company’s earnings growth pattern, but 
would help ease its cashflow pressure - the latter is further supported by the 
recent announcement of settlement of outstanding subsidy payments until 
December 2016 for projects under the sixth batch of the renewable energy 
catalogue, which XYS could receive c.Rmb230m outstanding subsidy this 
round. On the other hand, the spin-off of Xinyi Energy is likely to be 
postponed to 2018.
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Slower solar-farm 
development affects
earnings growth but 

better from cash 
perspective

YTD new capacity rollout 
for solar glass has been 

slower than original 
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Figure 18

XYS: Key solar-farm assumptions - under Xinyi Energy
2014 2015 2016CL 2017CL 2018CL 2019CL 2020CL 2021CL 2022CL

Total capacity (MW) 250 620 1,464 1,804 2,204 2,604 2,604 2,604 2,604
- 250MW in Anhui 250 250 250 250 250 250 250 250 250
- 30MW in Fujian 30 30 30 30 30 30 30 30
- 100MW in Hongan, Hubei 100 100 100 100 100 100 100 100
- 40MW Lixin County, Anhui 40 40 40 40 40 40 40 40
- 174MW in Tianjin 174 174 174 174 174 174 174
- 100MW in Lixin County, Anhui 100 100 100 100 100 100 100
- 100MW in Wuwei County, Anhui 100 100 100 100 100 100 100 100
- 60MW in Fanchang County, Anhui 60 60 60 60 60 60 60
- 100MW in Shou County, Anhui 100 100 100 100 100 100 100 100
- 20MW in Huainan, Anhui 20 20 20 20 20 20 20
- 300MW in Anhui in 16CL 250 300 300 300 300 300 300
- 130MW in Hubei in 16CL 130 130 130 130 130 130 130
- 110MW in Henan in 16CL 110 110 110 110 110 110 110
- Addition in 2016CL 150 150 150 150 150 150
- Addition in 2017CL 140 140 140 140 140 140
- Addition in 2018CL 400 400 400 400 400
- Addition in 2019CL 400 400 400 400

Effective capacity (MW) 25 309 1,019 1,537 1,937 2,337 2,604 2,604 2,604
- 250MW in Anhui 25 250 250 250 250 250 250 250 250
- 30MW in Fujian 23 30 30 30 30 30 30 30
- 100MW in Hongan, Hubei 17 100 100 100 100 100 100 100
- 40MW Lixin County, Anhui 12 40 40 40 40 40 40 40
- 174MW in Tianjin 145.0 174 174 174 174 174 174
- 100MW in Lixin County, Anhui - 91.67 100 100 100 100 100 100
- 100MW in Wuwei County, Anhui 4 100 100 100 100 100 100 100
- 60MW in Fanchang County, Anhui 52 60 60 60 60 60 60
- 100MW in Shou County, Anhui 4 100 100 100 100 100 100 100
- 20MW in Huainan, Anhui 15.00 20 20 20 20 20 20
- 300MW in Anhui in 16CL 41.67 263 300 300 300 300 300
- 130MW in Hubei in 16CL 27.08 130 130 130 130 130 130
- 110MW in Henan in 16CL 27.50 110 110 110 110 110 110
- Addition in 2016CL 37.50 150 150 150 150 150
- Addition in 2017CL 23.33 140.00 140 140 140 140
- Addition in 2018CL 133.33 400 400 400 400
- Addition in 2019CL 133.33 400 400 400

Total power generated 
(m kWh)¹

30 307 1,116 1,675 1,946 2,503 2,759 2,720 2,692

- 250MW in Anhui 30 248 270 267 264 262 259 256 254
- 30MW in Fujian 23 33 32 32 32 31 31 31
- 100MW in Hongan, Hubei 17 109 108 107 106 105 104 103
- 40MW Lixin County, Anhui 12 44 43 43 42 42 41 41
- 174MW in Tianjin - 165 196 194 192 190 188 187
- 100MW in Lixin County, Anhui - 100 108 107

http://www.clsa.com/
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2014 2015 2016CL 2017CL 2018CL 2019CL 2020CL 2021CL 2022CL
- 100MW in Shou County, Anhui 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00
- 20MW in Huainan, Anhui 1.00 1.00 1.00 1.00 1.00 1.00 1.00
- 300MW in Anhui in 16CL 0.98 0.94 0.94 0.94 0.94 0.94 0.94
- 130MW in Hubei in 16CL 1.00 1.00 1.00 1.00 1.00 1.00 1.00
- 110MW in Henan in 16CL 0.98 0.98 0.98 0.98 0.98 0.98 0.98
- Addition in 2016CL 0.75 0.75 0.75 0.75 0.75 0.75 0.75
- Addition in 2017CL 0.70 0.70 0.70 0.70 0.70 0.70
- Addition in 2018CL 0.65 0.65 0.65 0.65 0.65
- Addition in 2019CL 0.60 0.60 0.60 0.60

Utilisation hours 845 1,000 1,107 1,106 1,104 1,104 1,103 1,103 1,103
- 250MW in Anhui 845 1,000 1,100 1,100 1,100 1,100 1,100 1,100 1,100
- 30MW in Fujian 1,000 1,100 1,100 1,100 1,100 1,100 1,100 1,100
- 100MW in Hongan, Hubei 1,000 1,100 1,100 1,100 1,100 1,100 1,100 1,100
- 40MW Lixin County, Anhui 1,000 1,100 1,100 1,100 1,100 1,100 1,100 1,100
- 174MW in Tianjin 1,000 1,150 1,150 1,150 1,150 1,150 1,150 1,150
- 100MW in Lixin County, Anhui 1,000 1,100 1,100 1,100 1,100 1,100 1,100 1,100
- 100MW in Wuwei County, Anhui 1,000 1,100 1,100 1,100 1,100 1,100 1,100 1,100
- 60MW in Fanchang County, Anhui 1,000 1,100 1,100 1,100 1,100 1,100 1,100 1,100
- 100MW in Shou County, Anhui 1,000 1,100 1,100 1,100 1,100 1,100 1,100 1,100
- 20MW in Huainan, Anhui 1,100 1,100 1,100 1,100 1,100 1,100 1,100
- 300MW in Anhui in 16CL 1,100 1,100 1,100 1,100 1,100 1,100 1,100
- 130MW in Hubei in 16CL 1,100 1,100 1,100 1,100 1,100 1,100 1,100
- 110MW in Henan in 16CL 1,100 1,100 1,100 1,100 1,100 1,100 1,100
- Addition in 2016CL 1,100 1,100 1,100 1,100 1,100 1,100 1,100
- Addition in 2017CL 1,100 1,100 1,100 1,100 1,100 1,100
- Addition in 2018CL 1,100 1,100 1,100 1,100 1,100
- Addition in 2019CL 1,100 1,100 1,100 1,100

Revenue (Rmb m) 24 250 914 1,347 1,513 1,802 1,924 1,899 1,880
- 250MW in Anhui 24 201 219 217 215 213 211 208 206
- 30MW in Fujian - 19 27 27 27 26 26 26 26
- 100MW in Hongan, Hubei 14 90 89 89 88 87 86 85
- 40MW Lixin County, Anhui 10 36 36 35 35 35 34 34
- 174MW in Tianjin - 130 155 153 152 150 149 147
- 100MW in Lixin County, Anhui - 83 89 89 88 87 86 85
- 100MW in Wuwei County, Anhui 3 90 89 89 88 87 86 85
- 60MW in Fanchang County, Anhui - 47 54 53 53 52 52 51
- 100MW in Shou County, Anhui 3 90 89 89 88 87 86 85
- 20MW in Huainan, Anhui 14 18 18 18 18 17 17
- 300MW in Anhui in 16CL
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Figure 21

XYS - Financials

Year to 31 December 15A 16A 17CL 18CL 19CL
Revenue (HK$m) 4,750 6,007 9,017 9,398 11,200
Rev forecast change (%) - - 1.1 3.2 1.5
Adjusted net profit (HK$m) 1,144 1,977 2,207 2,234 2,749
NP forecast change (%) - - 2.5 2.4 2.1
Adjusted EPS (HK$) 0.18 0.29 0.31 0.30 0.37
CL/consensus (21) (EPS%) - - 96 86 97
Adj EPS growth (% YoY) 103.4 66.6 4.7 (1.9) 23.0
Adjusted PE (x) 15.1 9.1 8.7 8.8 7.2
Dividend yield (%) 3.3 5.3 5.5 5.4 6.6
ROE (%) 25.3 33.1 29.0 23.4 25.0
Net debt/equity (%) 10.5 78.4 28.6 30.3 27.3
Source: CLSA

We value XYS using SOTP, with the solar glass/EPC businesses using a PE 
approach and solar farms/DG projects using DCF.

1) Solar glass: We use a PE approach with the same target multiple of 8x on 
average 18-19CL;

2) Solar farms: DCF model with a WACC of 7.8% (from 8.0%), derived from 
a risk-free rate of 4.0% (from 3.0%); market risk premium of 7.0% (from 
8.0%); beta of 1.4; after-tax interest rate of 1.9%; leverage of 50%; and 
terminal growth rate of 0.5%;

3) DG project: DCF model on the two rooftop projects (25MW in Tianjin and 
13.1MW in Wuhu) with the same WACC of 7.8%;

4) EPC: We use a PE approach with the same target multiple of 5x average
18-19CL (from 18CL).

Overall, our valuation for the company is HK$24.4bn, implying a one-year 
target price of HK$3.30 (from HK$3.10), translating into 10.9x 18CL PE.

Figure 22

SOTP valuation summary - XYS
(HK$m) 18CL earnings for glass/EPC, 18CL onwards 

projections for solar farm/DG DCF
Valuation of solar glass business 12,748
Valuation of solar farms 9,984
Valuation of distributed project 394
Valuation of EPC 1,277
Total valuation 24,403
Total no. of shares (m) 7,424
Value per share 3.30
Net profit for Xinyi Solar in 18CL 2,234
Implied 18CL PE (x) 10.9

Figure 23

Valuation of solar glass and EPC business - XYS
(HK$m) Avg 18-19CL
Net profit for Xinyi Solar 2,492
Less: Net profit for solar farms (640)
Less: Net profit for distributed project (3)
Less: Net profit for EPC (255)
Net profit for solar glass 1,594
Fair PE of solar glass (x) 8
Valuation of solar-glass business 12,748
Fair PE of solar EPC (x) 5
Valuation of solar-EPC business 1,277

Source: CLSA

We continue to use an 
SOTP valuation for XYS

Overall one-year 
valuation of HK$24.4bn

Solar-glass segment 
valued at HK$12.7bn
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Figure 24

DCF valuation of the solar-farm business - XYS
2018CL 2019CL 2020CL 2021CL 2022CL

Ebitda 1,476 1,750 1,865 1,841 1,822
Less: Tax (29) (98) (142) (199) (297)
Less: Minority interests (313) (362) (366) (345) (318)
Less: Working capital - - - - -
Less: Capex (1,485) (2,040) (1,000) (126) -
Less: Acquisitions - - - - -
Free cash flow (351) (750) 357 1,171 1,208
PV of FCF (338) (670) 296 899 860

WACC: DCF valuation
Risk free rate 4.0% Sum of PV of FCF (Rmb m) 1,047
Market risk premium 7.0% PV of terminal value 11,759
Equity beta 1.4 Investment securities (book value) 0
Cost of equity 13.8% Investment in assoc. & JCEs (book value) 0
Cost of debt (Pre-tax) 2.5% Enterprise value 12,806
Cost of debt (After tax) 1.9% Less: Net debt (avg 17-18CL) (4,561)
Target debt weight 50.0% Equity value (Rmb m) 8,245
Target equity weight 50.0% Equity value (HK$ m) 9,984
Tax rate 25.0% No. of ord shares (m), fully diluted 7,424
WACC 7.8% Value per share, Rmb $1.11
Terminal growth 0.5% Value per share, HK$ $1.34

Source: CLSA 

Figure 25

DCF valuation of the DG business (25MW in Tianjin + 13.1MW in Wuhu) - XYS
2018CL 2019CL 2020CL 2021CL 2022CL

Ebitda 42 42 41 41 40
Less: Tax (5) (5) (5) (10) (10)
Free cash flow 37 36 36 31 30
PV of FCF 35 32 30 23 22

WACC: DCF valuation
Risk free rate 4.0% Sum of PV of FCF (Rmb m) 143 
Market risk premium 7.0% PV of terminal value 275 
Equity beta 1.4 Investment securities (book value)
Cost of equity 13.8% Investment in assoc. & JCEs (book value)
Cost of debt (pre-tax) 2.5% Enterprise value 417 
Cost of debt (after tax) 1.9% Less: Net debt (avg 17-18CL) (92)
Target debt weight 50.0% Equity value (Rmb m) 325 
Target equity weight 50.0% Equity value (HK$ m) 394 
Tax rate 25.0% No. of ord shares (m), fully diluted 7,424 
WACC 7.8% Value per share, Rmb $0.04
Terminal growth 0.0% Value per share, HK$ $0.05

Source: CLSA 
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XYG - Summary financials
Year to 31 December 2015A 2016A 2017CL 2018CL 2019CL
Summary P&L forecast  (HK$m)
Revenue 11,460 12,848 14,747 15,734 16,533
Op Ebitda 2,313 3,664 4,240 4,886 5,351
Op Ebit 1,518 2,837 3,361 3,893 4,266
Interest income 40 51 71 53 32
Interest expense (90) (128) (133) (128) (84)
Other items 912 1,063 1,018 1,047 1,216
Profit before tax 2,380 3,823 4,318 4,864 5,431
Taxation (266) (607) (633) (724) (794)
Minorities/Pref divs 0 (3) (3) (3) (3)
Net profit 2,113 3,213 3,682 4,137 4,635

Summary cashflow forecast  (HK$m)
Operating profit 1,518 2,837 3,361 3,893 4,266
Operating adjustments - - - - -
Depreciation/amortisation 795 827 879 994 1,085
Working capital changes (207) (426) (267) (105) (86)
Net interest/taxes/other (421) (784) (766) (852) (877)
Net operating cashflow 1,685 2,453 3,207 3,929 4,388
Capital expenditure (1,967) (1,853) (3,000) (2,000) (2,000)
Free cashflow (282) 600 207 1,929 2,388
Acq/inv/disposals - - - - -
Int, invt & associate div 951 1,112 1,087 1,097 1,246
Net investing cashflow (1,016) (741) (1,913) (903) (754)
Increase in loans 16 1,646 1,114 (2,716) (1,330)
Dividends (1,029) (1,622) (1,780) (2,000) (2,240)
Net equity raised/other 812 (267) (446) 0 -
Net financing cashflow (202) (244) (1,113) (4,717) (3,570)
Incr/(decr) in net cash 468 1,468 181 (1,691) 64
Exch rate movements - - - - -
Opening cash 832 1,300 2,768 2,949 1,259
Closing cash 1,300 2,768 2,949 1,259 1,323

Summary balance sheet forecast  (HK$m)
Cash & equivalents 1,300 2,768 2,949 1,259 1,323
Debtors 1,136 1,036 1,247 1,330 1,398
Inventories 1,223 1,321 1,475 1,529 1,575
Other current assets 1,337 1,412 1,858 1,858 1,858
Fixed assets 11,971 11,831 14,009 15,069 16,036
Intangible assets 1,281 1,193 1,136 1,082 1,030
Other term assets 3,174 4,462 4,462 4,462 4,462
Total assets 21,422 24,022 27,136 26,589 27,682
Short-term debt 2,514 3,165 3,625 2,504 1,956
Creditors 740 789 887 919 947
Other current liabs 1,705 2,046 2,046 2,046 2,046
Long-term debt/CBs 3,514 4,509 5,163 3,567 2,786
Provisions/other LT liabs 223 266 266 266 266
Minorities/other equity 7 66 66 66 66
Shareholder funds 12,718 13,181 15,083 17,220 19,615
Total liabs & equity 21,422 24,022 27,136 26,589 27,682

Ratio analysis
Revenue growth (% YoY) 5.5 12.1 14.8 6.7 5.1
Ebitda growth (% YoY) 33.0 58.4 15.7 15.2 9.5
Ebitda margin (%) 20.2 28.5 28.8 31.1 32.4
Net profit margin (%) 18.4 25.0 25.0 26.3 28.0
Dividend payout (%) 50.5 49.7 48.0 48.5 48.5
Effective tax rate (%) 11.2 15.9 14.7 14.9 14.6
Ebitda/net int exp (x) 46.1 47.7 69.1 64.8 104.4
Net debt/equity (%) 37.2 37.0 38.5 27.8 17.4
ROE (%) 16.9 24.8 26.1 25.6 25.2
ROIC (%) 8.7 15.7 17.3 17.9 18.6
EVA®/IC (%) (1.9) 5.1 6.7 7.2 8.0
Source: CLSA
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XYS - Summary financials
Year to 31 December 2015A 2016A 2017CL 2018CL 2019CL
Summary P&L forecast  (HK$m)
Revenue 4,750 6,007 9,017 9,398 11,200
Op Ebitda 1,432 2,665 3,252 3,619 4,438
Op Ebit 1,206 2,265 2,686 2,930 3,637
Interest income 5 9 9 12 10
Interest expense (21) (104) (170) (160) (165)
Other items 143 212 162 162 163
Profit before tax 1,332 2,382 2,687 2,943 3,646
Taxation (188) (241) (286) (330) (455)
Minorities/Pref divs 0 (164) (194) (379) (442)
Net profit 1,144 1,977 2,207 2,234 2,749

Summary cashflow forecast  (HK$m)
Operating profit 1,206 2,265 2,686 2,930 3,637
Operating adjustments - - - - -
Depreciation/amortisation 226 400 566 689 801
Working capital changes (638) (1,845) (1,118) (103) (485)
Net interest/taxes/other 53 (148) (294) (328) (457)
Net operating cashflow 846 671 1,840 3,188 3,496
Capital expenditure (3,583) (4,810) (3,162) (2,798) (2,590)
Free cashflow (2,736) (4,139) (1,322) 390 906
Acq/inv/disposals 1,676 (151) 2,800 - -
Int, invt & associate div 5 9 9 12 10
Net investing cashflow (1,902) (4,952) (353) (2,787) (2,579)
Increase in loans 2,290 3,076 (186) (143) 507
Dividends (434) (844) (945) (1,083) (1,063)
Net equity raised/other 1,526 23 1,505 - -
Net financing cashflow 3,382 2,255 374 (1,227) (556)
Incr/(decr) in net cash 2,326 (2,025) 1,862 (825) 360
Exch rate movements - - - - -
Opening cash 543 2,869 843 2,705 1,880
Closing cash 2,869 843 2,705 1,880 2,240

Summary balance sheet forecast  (HK$m)
Cash & equivalents 2,869 843 2,705 1,880 2,240
Debtors 806 1,895 2,845 2,965 3,534
Inventories 199 288 894 932 1,110
Other current assets 0 0 0 0 0
Fixed assets 7,104 11,079 13,679 15,792 17,584
Intangible assets 180 327 323 319 315
Other term assets 1,577 2,354 2,354 2,354 2,354
Total assets 12,735 16,786 22,799 24,241 27,137
Short-term debt 474 1,952 1,898 1,856 2,005
Creditors 794 873 1,311 1,366 1,628
Other current liabs 1,441 1,766 1,766 1,766 1,766
Long-term debt/CBs 3,116 4,714 4,582 4,481 4,839
Provisions/other LT liabs 17 54 54 54 54
Minorities/other equity 1,146 1,212 4,206 4,585 5,027
Shareholder funds 5,745 6,216 8,983 10,134 11,819
Total liabs & equity 12,735 16,786 22,799 24,241 27,137

Ratio analysis
Revenue growth (% YoY) 97.1 26.5 50.1 4.2 19.2
Ebitda growth (% YoY) 139.9 86.1 22.0 11.3 22.6
Ebitda margin (%) 30.1 44.4 36.1 38.5 39.6
Net profit margin (%) 24.1 32.9 24.5 23.8 24.5
Dividend payout (%) 49.5 47.8 47.6 47.6 47.6
Effective tax rate (%) 14.1 10.1 10.6 11.2 12.5
Ebitda/net int exp (x) 86.8 28.2 20.1 24.3 28.7
Net debt/equity (%) 10.5 78.4 28.6 30.3 27.3
ROE (%) 25.3 33.1 29.0 23.4 25.0
ROIC (%) 18.0 20.0 16.3 14.7 15.9
EVA®/IC (%) 7.7 9.7 6.0 4.4 5.7
Source: CLSA
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Important disclosures
Recommendation history of Xinyi Solar Holdings Ltd 968 HK

Date Rec Target Date Rec Target
LATEST BUY 3.30 12 Jan 2016 BUY 4.57*
01 Aug 2017 BUY 3.10 19 Nov 2015 BUY 4.67*
17 Jul 2017 BUY 3.00 02 Nov 2015 BUY 4.57*
22 Apr 2017 BUY 2.98* 19 Oct 2015 BUY 4.67*
28 Feb 2017 BUY 3.38* 12 Jun 2015 BUY 4.55*
14 Dec 2016 BUY 3.48* 27 May 2015 BUY 4.07*
18 Oct 2016 BUY 3.87* 24 Apr 2015 BUY 3.56*
15 Jun 2016 BUY 4.17* 12 Mar 2015 BUY 3.11*
16 Mar 2016 BUY 3.97* 04 Dec 2014 BUY 3.25*
05 Feb 2016 BUY 4.07*
Source: CLSA; * Adjusted for corporate action
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Recommendation history of Xinyi Glass Holdings Ltd 868 HK

Date Rec Target Date Rec Target
LATEST BUY 9.50 16 Mar 2016 O-PF 4.80*
17 Jul 2017 BUY 9.60 05 Feb 2016 O-PF 4.24*
14 Dec 2016 BUY 8.35 19 Nov 2015 O-PF 4.33*
08 Nov 2016 BUY 8.30 29 Jul 2015 O-PF 4.24*
08 Sep 2016 BUY 8.35 24 Apr 2015 O-PF 4.90*
03 Aug 2016 BUY 7.25 03 Mar 2015 O-PF 4.81*
15 Jun 2016 O-PF 6.12* 10 Dec 2014 O-PF 4.24*
04 May 2016 O-PF 5.56*
Source: CLSA; * Adjusted for corporate action
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