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SHARIAH GEMS VIRTUAL CONFERENCE  HOLD 
(Maintained) 
Share Price HK$148.00 
Target Price HK$140.00 
Upside -5.4% 
(Previous TP HK$130.00) 

COMPANY DESCRIPTION 
ENN is one of the largest gas distributors in
China. It strategically taps into the LNG import
business to avoid purchasing high-cost gas
from oil majors. It also aggressively develops
the integrated energy market. 

STOCK DATA 
GICS sector Utilities
Bloomberg ticker: 2688 HK
Shares issued (m): 1,129.6
Market cap (HK$m): 169,434.2
Market cap (US$m): 21,830.4
3-mth avg daily t'over (US$m): 35.4

Price Performance (%) 
52-week high/low HK$153.20/HK$80.65

1mth 3mth 6mth 1yr YTD
7.0 22.6 35.7 63.8 32.1

Major Shareholders %
ENN Group (Wang Family) 32.7

FY21 NAV/Share (Rmb) 30.88
FY21 Net Debt/Share (Rmb) 15.27

PRICE CHART 

70

90

110

130

150

170

60

80

100

120

140

160
(%)(lcy) ENN E NERGY HOLDINGS  LTD ENN E NERGY HOLDINGS  LTD/HSI INDEX

0
2
4
6
8

Jun 20 Aug 20 Oct 20 Dec 20 Feb 21 Apr 21

Volume (m)

Source: Bloomberg 

ANALYST(S) 
Neo Chen, CFA 
+8621 5404 7225 ext 810 
neochen@uobkayhian.com 

Sandra Huang Jie Qiong 
+8621 5404 7225 ext 804 
sandrahuang@uobkayhian.com 
 

ENN Energy (2688 HK) 
 

Steady Growth Outlook Intact; Await Better Entry Point 
With the impressive 25% yoy growth in retail gas sales in 5M21, ENN maintained its 
retail gas sales growth of not less than 15% for 2021 unchanged, which we consider 
rather conservative. Dollar margins are expected to remain steady with near-term 
volatility in LNG spot prices. ENN’s valuation has rallied to 1.5SD above its historical 
mean level, which we consider as not very appealing. Maintain HOLD with a higher 
target price of HK$140.00.  

WHAT’S NEW 
• Robust gas sales 1H21. ENN Energy (ENN) stated that its total gas sales grew 25.0% in 

1Q21, of which retail sales grew 30.1% yoy (sales to commercial & industrial customers 
surged 38.0% yoy, while that to residential customers grew 14.0% yoy). For 5M21, retail 
sales growth remained strong but moderated to 25% yoy due to a slightly higher base last 
year. ENN expects retail gas sales volume growth to moderate to normal levels in 2H21, 
considering the lower impact from COVID-19 in 2H20 in China. Overall, ENN guided not less 
than 15% retail gas sales volume growth for 2021 (unchanged), which we believe is a bit too 
conservative, judging from the current robust downstream demand. 

• Steady guidance on free cash flow and dividend payout. ENN guided stable and free 
cash flow of more than Rmb3b in 2021/22, due to continuous improvement in annual 
operating cash flow and stable capex of Rmb8b-9b. ENN targets to raise its dividend payout 
ratio steadily to 40% in three years and further up to 50% in another 5-8 years. 

• Dollar margins to remain stable. ENN guided stable dollar margins for 2021 at about 
Rmb0.6/cbm, which we believe is achievable due to its diversified gas sources and rich 
experience in LNG purchases. ENN’s average LNG purchase cost in 1Q21 was 10-15% 
lower compared with the all-in cost of piped gas. It stopped LNG imports since Apr 21 due to 
surging LNG prices. ENN expects LNG prices to stay at a low level in the mid term, driven 
by abundant supply with large gas projects to commence operations in Russia, Qatar and 
the US. ENN is among the key beneficiaries after the completion of its Zhoushan LNG 
terminal phase II construction in Jul 21. 

• Growth of IE and VAB to remain strong. ENN guided a higher revenue contribution from 
the integrated energy (IE) business to 20% (vs 8% now) and gross profit contribution from 
the value-added business (VAB) to 20% in five years (vs 8% now), suggesting robust growth 
in the next few years. 

 

KEY FINANCIALS 
Year to 31 Dec (Rmbm) 2019 2020 2021F 2022F 2023F
Net turnover  70,183 71,617 85,401 97,889 109,484
EBITDA  9,635 10,788 12,867 14,604 15,994
Operating profit  7,851 8,919 10,860 12,459 13,712
Net profit (rep./act.)  5,670 6,278 7,358 8,295 9,036
Net profit (adj.)  5,670 6,278 7,358 8,295 9,036
EPS (Fen) 503.7 557.5 653.3 736.6 802.4
PE (x) 24.8 22.4 19.1 16.9 15.5
P/B (x) 5.4 4.6 4.0 3.6 3.2
EV/EBITDA (x) 17.1 15.3 12.8 11.3 10.3
Dividend yield (%) 1.2 1.6 1.8 2.4 2.6
Net margin (%) 8.1 8.8 8.6 8.5 8.3
Net debt/(cash) to equity (%) 45.5 36.2 49.0 49.2 37.3
Interest cover (x) 18.3 25.4 20.3 18.0 17.6
ROE (%) 24.0 22.3 22.5 22.4 21.7
Consensus net profit (Rmb m) - - 7,238 8,235 9,385
UOBKH/Consensus (x)  - - 1.02 1.01 0.96
Source: ENN, Bloomberg, UOB Kay Hian 
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STOCK IMPACT 
• Ongoing reforms in the gas sector to benefit leaders. With the formal start of operations 

by PipeChina and ongoing reforms within the sector towards a market-based gas pricing 
mechanism, we believe that large players with access to cheap and diversified gas 
resources and large client bases will be able to thrive in the future. But stricter regulations on 
safety checks and operation maintenance (after the major gas explosion incident in Hubei on 
13 Jun 21) will pressure small players in the industry, thus offering the leaders potential 
acquisition opportunities. We believe ENN will be one of the key beneficiaries.  

• Bid for carbon neutrality to promote gas consumption in the medium to long term. We 
share ENN’s view that gas consumption will experience steady growth in the mid- to long 
term amid China’s efforts to hit peak emissions before 2030 and carbon neutrality by 2060. 
We consider the use of natural gas as a supplementary tool to reach the carbon neutrality 
goal, apart from renewable energy, as the country moves to gradually replace coal in its 
primary energy sources mix. Also, ENN’s IE business, which prioritises the use of renewable 
energy sources, can help users achieve low/zero carbon emissions.  

• Valuation is not very appealing at current level. ENN is trading at 18x forward 12-month 
PE (+1.5SD above its historical mean level) and 3.7x P/B (+2SD above its historical mean 
level). We think the current price has largely priced in all the key positives and is not very 
appealing.  

EARNINGS REVISION/RISK 
• We raise our earnings forecasts by 2%/2% respectively for 2021/22, mainly to factor in 

better-than-expected gas consumption in 1H21.  

VALUATION/RECOMMENDATION 
• Maintain HOLD with a higher target price of HK$140.00, based on our updated DCF 

model, which implies an 18x 2021F PE, 1SD above historical mean level. Entry price: 
HK$125.00.  

SHARE PRICE CATALYST 
• Stronger-than-expected gas consumption. 

• Faster-than-expected development of the IE and VAB businesses. 

• Weaker-than-expected LNG price. 
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PROFIT & LOSS     
Year to 31 Dec (Rmbm) 2020 2021F 2022F 2023F

Net turnover 71,617.0 85,401.4 97,888.8 109,484.1

EBITDA 10,787.7 12,867.2 14,604.4 15,994.0

Deprec. & amort. 1,869.0 2,007.2 2,145.1 2,282.4

EBIT 8,918.7 10,860.0 12,459.3 13,711.6

Total other non-operating income 282.0 0.0 0.0 0.0

Associate contributions 782.0 948.5 1,033.8 1,103.6

Net interest income/(expense) (424.7) (634.0) (811.5) (908.5)

Pre-tax profit 9,558.0 11,174.5 12,681.6 13,906.7

Tax (2,227.0) (2,681.9) (3,107.0) (3,476.7)

Minorities (1,053.0) (1,134.9) (1,279.5) (1,393.8)

Net profit 6,278.0 7,357.7 8,295.1 9,036.2

Net profit (adj.) 6,278.0 7,357.7 8,295.1 9,036.2
 

 BALANCE SHEET     
Year to 31 Dec (Rmbm) 2020 2021F 2022F 2023F

Fixed assets 41,861.0 50,204.1 57,048.4 64,786.7

Other LT assets 24,614.0 24,910.7 25,761.0 26,680.0

Cash/ST investment 8,630.0 9,294.8 10,893.2 17,398.8

Other current assets 14,938.0 19,727.4 22,535.7 25,143.3

Total assets 90,043.0 104,137.1 116,238.2 134,008.8

ST debt 6,970.0 9,814.2 10,964.9 11,770.5

Other current liabilities 26,263.0 28,238.9 30,865.8 38,909.1

LT debt 12,714.0 16,549.8 19,234.9 22,014.4

Other LT liabilities 7,924.0 7,924.0 7,924.0 7,924.0

Shareholders' equity 30,561.0 34,863.8 39,222.8 43,971.2

Minority interest 5,611.0 6,745.9 8,025.4 9,419.3

Total liabilities & equity 90,043.0 104,136.7 116,237.8 134,008.4

     
CASH FLOW     
Year to 31 Dec (Rmbm) 2020 2021F 2022F 2023F

Operating 9,696.0 9,971.6 10,812.3 17,419.0

Pre-tax profit 9,558.0 11,174.5 12,681.6 13,906.7

Tax (2,227.0) (2,681.9) (3,107.0) (3,476.7)

Deprec. & amort. 1,680.6 1,787.3 1,893.7 1,999.7

Associates (782.0) (948.5) (1,033.8) (1,103.6)

Working capital changes (319.0) 330.6 (196.9) 5,421.3

Other operating cash flows 1,785.4 370.9 574.7 671.6

Investing (6,960.5) (8,060.1) (8,069.8) (9,029.8)

Capex (growth) (6,741.0) (8,500.0) (8,500.0) (9,500.0)

Investments (39.0) (39.0) (39.0) (39.0)

Proceeds from sale of assets 0.0 0.0 0.0 0.0

Others (180.5) 478.9 469.2 509.2

Financing (1,478.5) 1,853.3 (1,144.2) (1,883.5)

Dividend payments (2,718.8) (3,054.9) (3,936.1) (4,287.8)

Issue of shares 0.0 0.0 0.0 0.0

Proceeds from borrowings 8,034.0 13,650.0 13,650.0 14,550.0

Loan repayment (7,495.0) (6,970.0) (9,814.2) (10,964.9)

Others/interest paid 701.3 (1,771.8) (1,043.9) (1,180.8)

Net cash inflow (outflow) 1,257.0 664.8 1,598.3 6,505.7

Beginning cash & cash equivalent 7,373.0 8,630.0 9,294.8 10,893.2

Changes due to forex impact 0.0 0.0 0.0 0.0

Ending cash & cash equivalent 8,630.0 9,294.8 10,893.2 17,398.8
 

      
KEY METRICS     
Year to 31 Dec (%) 2020 2021F 2022F 2023F

Profitability   

EBITDA margin 15.1 15.1 14.9 14.6

Pre-tax margin 13.3 13.1 13.0 12.7

Net margin 8.8 8.6 8.5 8.3

ROA 7.3 7.6 7.5 7.2

ROE 22.3 22.5 22.4 21.7

   

Growth   

Turnover 2.0 19.2 14.6 11.8

EBITDA 12.0 19.3 13.5 9.5

Pre-tax profit 8.1 16.9 13.5 9.7

Net profit 10.7 17.2 12.7 8.9

Net profit (adj.) 10.7 17.2 12.7 8.9

EPS 10.7 17.2 12.7 8.9

   

Leverage   

Debt to total capital 35.2 38.8 39.0 38.8

Debt to equity 64.4 75.6 77.0 76.8

Net debt/(cash) to equity 36.2 49.0 49.2 37.3

Interest cover (x) 25.4 20.3 18.0 17.6
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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 broker-
dealer 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 
Kingdom 

This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning 
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 
States of 
America 
(‘U.S.’) 

This report cannot be distributed into the U.S. or to any U.S. person  or entity except in compliance with applicable U.S. 
laws and regulations. It is being distributed in the U.S.  by UOB Kay Hian (US) Inc, which accepts responsibility for its 
contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in 
the report should contact UOB Kay Hian (US) Inc. directly. 

 
 
Copyright 2021, UOB Kay Hian Pte Ltd. All rights reserved.  
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