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SMALL/MID CAP HIGHLIGHTS



BUY (Initiate Coverage)



Sunpower Group (SPWG SP) Explosive Growth On China’s Environmental Sunrise As China’s Xi has vowed to wage a war on pollution, Sunpower is on the cusp of explosive growth. Gearing up for this sunrise industry, this aggressive approach is an opportunity for Sunpower to gain the first-mover advantage in order to maximise returns. With Rmb3.4b of projects and Rmb2.0b in its orderbook, top investment funds have validated this company with its technological advantage and proven track record. Initiate coverage with BUY and SOTP-based target price of S$0.77. WHAT’S NEW  We initiate coverage on Sunpower Group (please refer to “Money Talk: “Explosive Growth On China’s Environmental Sunrise” dated 6 Jun 18 for the full report). INVESTMENT HIGHLIGHTS  Huge demand of Rmb500b to replace smog-producing boilers as China’s Xi vows war on pollution; air pollution top priority. Since its 2013 “airpocalypse”, China has listed environmental protection as a main concern. Under President Xi (who has placed air pollution as a top priority), the government has set up a powerful new cabinet-level environment ministry, identified small inefficient coal boilers as the culprit of highly polluting smog, and set strict regulations to replace these boilers and promote clean energy heating. This has heralded an era of “central boilers” with a huge Rmb500b market.  Technological advantage leads to profitable high IRR GI projects. Sunpower is set to ride on this boiler replacement wave as it captures Green Investment (GI) projects with its core advantages of proprietary technology arsenal (its patented heat exchangers are one of the best in the world) and engineering experience. Sunpower is able to deliver steam at a lower price, giving it a competitive pricing edge, translating into both higher project capture rate (due to the bidding system) and attractive double-digit IRRs.  On the verge of explosive growth; >Rmb3.4b of committed projects (28 more in deal pipeline), Rmb2.0b in record orderbook; 1Q18 core profit up 52.4% yoy. Sunpower is on the verge of explosive growth with four projects already operational (a smaller fifth project is only 49%-owned) and contributing to a 52.4% yoy increase in 1Q18 core profit. Five more projects are underway, three more to be constructed (totalling >Rmb3.4b) as well as 28 projects in the deal pipeline. With the oil price recovery, its other manufacturing & services segment also has a record-high Rmb2.0b orderbook.



Share Price Target Price Upside



S$0.48 S$0.77 +59.7%



COMPANY DESCRIPTION Sunpower Group is a one-stop solutions provider for energy conservation, waste-toenergy and renewable energy projects. It specialises in the design, R&D, and manufacture of energy conservation products in China. It’s main products include environmental equipment manufacturing, EPC integrated solutions projects, and green investments with BOT/TOT/BOO models.



STOCK DATA GICS sector Bloomberg ticker: Shares issued (m): Market cap (S$m): Market cap (US$m): 3-mth avg daily t'over (US$m):



Industrials SPWG SP 737.7 354.1 265.3 0.1



Price Performance (%) 52-week high/low



S$0.78/S$0.44



1mth



3mth



6mth



1yr



YTD



2.1



(12.7)



(11.1)



0.0



(36.0)



Major Shareholders



%



Hongxin Guo



20.0



Ming Ma



17.4



Lin YuCheng



13.6



FY18 NAV/Share (Rmb



2.20



FY18 Net Debt/Share (Rmb)



1.32



PRICE CHART (lcy)



SUNPOWER GROUP LTD



SUNPOWER GROUP LTD/FSSTI INDEX



0.80



Click here for Red Top dated 6 Jun 2018
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KEY FINANCIALS Year to 31 Dec (Rmbm) Net turnover Core EBITDA Operating Profit Net profit (rep./act.) Net profit (adj.) EPS (cent) P/E (x) P/B (x) EV/EBITDA (x) Dividend yield (%) Net margin (%) Net debt/ (cash) to equity (%) Interest cover (x) ROE (%) Consensus net profit UOBKH/Consensus (x)



(%)



2016 1,626.2 233.0 202.5 142.2 142.2 19.3 11.9 1.5 8.6 0.3 8.7 24.2 7.8 12.7 -



2017 1,965.5 260.3 213.0 116.6 116.6 19.8 11.6 1.2 10.6 0.3 5.9 66.5 4.7 8.9 -



Source: Bloomberg, UOB Kay Hian



Refer to last page for important disclosures.



2018F 3,402.5 445.8 374.4 246.8 246.8 33.5 6.9 1.0 7.4 0.3 7.3 90.8 4.4 15.4 -



2019F 3,894.7 542.5 450.0 279.6 279.6 42.0 5.5 0.9 8.5 0.3 7.2 141.3 5.4 16.1 -
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2020F 4,765.2 780.1 645.6 383.0 383.0 59.8 3.8 0.7 6.2 0.3 8.0 123.0 5.5 18.7 -
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Source: Bloomberg



ANALYST(S) Edison Chen +65 6590 6637 [email protected] Yeo Hai Wei +65 6590 6628 [email protected]



161



R e g i o n a l



M o r n i n g



N o t e s



Wednesday, 06 June 2018



 Top investment funds back its proven track record and 143 patents. Sunpower is a proven company with more than 20 years of track record with 143 patented technologies tested by >1,500 clients such as global giants Sinopec, Shell and BP. Top investors such as China’s top private equity fund are on board (latest bonds convertible at S$0.60 per share), adding credibility and confidence to Sunpower’s potential.  Initial high gearing leads to risks but quality cash flow means healthy interest coverage. To gain the first-mover advantage and capture market share, Sunpower has taken an aggressive growth approach through gearing (net gearing forecasted to peak at 141% in 2019). While this increases related risks, a successful execution will generate quality cash flow as evidenced from early projects (interest coverage ratio at ~5x), thanks in part to a strict prepaid system for GI projects (customers pay before consumption). VALUATION/RECOMMENDATION  Initiate coverage with BUY and SOTP-based target price of S$0.77, implying 59.7% upside. Conservatively assuming only Rmb400m of future investments for Sunpower’s Green Investment (GI) arm and valuing its manufacturing & services business at peers’ 10.5x PE, we have a SOTP value of Rmb3.65/share (on full dilution).



SOTP VALUATION Business Green Investments Existing Projects Changrun Lianshui Quanjiao Xinyuan Under Construction Shantou Xintai Zhengda Proposed construction Liutuan Xinjiang Yintan 2020-21 assumed construction Total Manufacturing & services



Equity value (Rmbm)



Stake (%)



DCF value attributable to Sunpower (Rmbm)



930 1158 95 505



100 95 100 85



930 150 95 429



638 520



51 71



325 369



189 383 33 400



70 100 100 100



132 383 33 400 3,247



2018F Net income 132



2018F PE (x) 10.5



Value 1,380



Fully diluted shares (m)



1,267



Value per share (Rmb) Rmb/S$ Value per share (S$)



3.65 0.21 0.77



Remarks 9.5% cost of equity, 8.2% market risk premium, 2.5% risk free rate, 0.85x beta



Including Tranche 1 and 2 convertible bonds



Source: UOB Kay Hian
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BALANCE SHEET 2017



2018F



2019F



2020F



1,965.5



3,402.5



3,894.7



4,765.2



Year to 31 Dec (Rmbm)



2017



2018F



2019F



2020F



Fixed assets



474.0



425.5



406.0



387.9



EBITDA



260.3



445.8



542.5



780.1



1,559.9



2,293.8



3,803.9



4,288.4



Deprec. & amort.



(47.3)



(71.4)



(92.5)



(134.4)



Other LT assets Cash/ST investment



991.1



1,371.8



935.8



797.6



Other current assets



1,975.3



3,167.3



3,567.5



4,261.6



Total assets



5,000.3



7,258.4



8,713.3



9,735.4



517.2



1,007.2



1,820.7



1,867.3



1,773.6



2,848.5



3,184.2



3,723.0



EBIT



213.0



374.4



450.0



645.6



Net interest income/(expense)



(33.6)



(68.9)



(71.3)



(107.0)



Associates



0.0



0.0



0.0



0.0



ST debt



Other non-recurring items



0.0



0.0



0.0



0.0



Other current liabilities



Pre-tax profit



148.7



305.5



378.7



538.6



LT debt



567.6



567.6



567.6



567.6



Tax



(27.0)



(55.5)



(68.7)



(97.8)



Other LT liabilities



768.1



1,215.4



1,215.4



1,215.4



1,223.8



1,466.4



1,741.8



2,120.6



150.0



153.2



183.6



241.5



5,000.3



7,258.4



8,713.3



9,735.4



2017



2018F



2019F



2020F



13.2



13.1



13.9



16.4



Minorities



5.1



3.2



30.4



57.9



Net profit



116.6



246.8



279.6



383.0



Shareholders' equity Minority interest Total liabilities & equity



CASH FLOW Year to 31 Dec (Rmbm) Operating



KEY METRICS 2017



2018F



2019F



2020F



Year to 31 Dec (%)



95.1



207.1



290.5



329.4



Profitability



Pre-tax profit



148.7



305.5



378.7



538.6



EBITDA margin



Tax



(21.7)



(55.5)



(68.7)



(97.8)



Pre-tax margin



7.6



9.0



9.7



11.3



47.3



71.4



42.4



41.1



Net margin



6.2



7.3



8.0



9.3



Working capital changes



(65.8)



(117.0)



(64.5)



(155.2)



ROA



2.4



3.4



3.6



4.5



Other operating cashflows



(13.5)



2.7



2.7



2.6



ROE



8.9



15.4



16.1



18.7



(702.7)



(759.5)



(1,535.7)



(510.0)



(52.4)



(10.0)



(10.0)



(10.0)



Turnover



20.9



73.1



14.5



22.4



EBITDA



11.7



71.3



21.7



43.8



Deprec. & amort.



Investing Capex Interest and dividend income Others Proceeds from sale of assets Financing Dividend payments Issue of shares



4.0



5.0



6.0



7.0



(651.1)



(749.5)



(1,525.7)



(500.0)



0.8



0.0



0.0



0.0



Pre-tax profit



-16.3



105.5



24.0



42.2



1,229.1



933.1



809.3



42.4



Net profit



-18.0



111.7



13.3



37.0



(7.6)



(4.2)



(4.2)



(4.2)



EPS



2.5



69.3



25.6



42.2



0.0



0.0



0.0



0.0 33.9



51.4



66.6



67.5



132.2



170.0



185.3



153.0



66.5



90.8



141.3



123.0



4.7



4.4



5.4



5.5



Proceeds from borrowings



460.6



490.0



813.5



46.6



Others/interest paid



776.1



447.3



(0.0)



0.0



Net cash inflow (outflow)



621.5



380.7



(435.9)



(138.3)



Beginning cash & cash equivalent



281.3



902.6



1,283.3



847.4



(0.1)



0.0



0.0



0.0



902.6



1,283.3



847.4



709.1



Changes due to forex impact Ending cash & cash equivalent



Growth
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Disclosures/Disclaimers This report is prepared by UOB Kay Hian Private Limited (“UOBKH”), which is a holder of a capital markets services licence and an exempt financial adviser in Singapore. This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an advice or a recommendation with respect to such securities. This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the recommendation, before the person makes a commitment to purchase the investment product. This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any registration, licensing or other requirements within such jurisdiction. The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable. However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time, including before its publication herein. Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers, employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s) referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an interest (including a proprietary interest) in the subject corporation(s) referred to in this report. As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for. IMPORTANT DISCLOSURES FOR U.S. PERSONS This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore. UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). All US persons that receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and agree that they are a major institutional investor and understand the risks involved in executing transactions in securities. Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS”), a registered brokerdealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell securities or related financial instruments through UOBKH. UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor. The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research analyst account.
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Analyst Certification/Regulation AC Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales, trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation received by each such research analyst is based upon various factors, including UOBKH’s total revenues, a portion of which are generated from UOBKH’s business of dealing in securities. Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the following table. General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to applicable law or regulation. Hong Kong This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong Kong and contains research analyses or reports from a foreign research house, please note: (i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong Kong in respect of any matters arising from, or in connection with, the analysis or report; and (ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the analyses or reports only to the extent required by law. Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report. Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia, at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the registered person under CMSA to distribute any research analyses in Malaysia. Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note: (i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore in respect of any matters arising from, or in connection with, the analysis or report; and (ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the contents of the analyses or reports only to the extent required by law. Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated by the Securities and Exchange Commission of Thailand. United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in the UK is intended only for institutional clients. United This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S. States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in (‘U.S.’) the report should contact UOB Kay Hian (US) Inc. directly.
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singapore o&g ltd (sog sp) buy 

Well-positioned within the healthcare sector, where market dynamics for private .... The main bulk of these expenses involve investment in medical equipment .... between the group and the specialists as most of them have equity in SOG.




















BUY (Maintained) Singapore Airlines (SIA SP) 

This research report was prepared by UOBKH, a company authorized, as noted ... below) to â€œmajor U.S. institutional investorsâ€� in reliance on the exemption from.




















BUY (Maintained) Overseas Education (OEL SP) 

blocks, a seven-storey administration block, covered car park and a bus park for ... proximity to Changi Business Park (9.4km), Seletar Aerospace Park (14.3km) ...




















Maximum Coverage Problem with Group Budget Constraints - CiteSeerX 

maximum coverage problem that we call the maximum coverage problem with ... solution is a subset H âŠ† {S1,S2,...,Sm} such that the total cost of the sets in.




















BUY (Maintained) Sembcorp Industries (SCI SP) 

COMPANY DESCRIPTION. A conglomerate with two dominant businesses. - offshore oil & gas heavy engineering via. Sembcorp Marine and a global utilities.




















BUY (Maintained) RH Petrogas (RHP SP) 

May 21, 2014 - Business as usual even if takeover fails. In the event that the takeover offer ... SHARE PRICE CATALYST. â€¢ Successful discovery of O&G in .... business from, the subject corporation(s) referred to in this report; (2) UOBKH, its conne




















BUY (Maintained) Bumitama Agri Ltd (BAL SP) 

May 13, 2015 - Source: Bumitama Agri Ltd, Bloomberg, UOB Kay Hian ..... business from, the subject corporation(s) referred to in this report; (2) UOBKH, ...
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