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COMPANY UPDATE BUY
(Maintained)
Share Price HK$16.04

Target Price HK$20.10

Upside +25.3%

COMPANY DESCRIPTION

Xinyi Solar is the world’s largest solar glass 
manufacturer. Most of its production lines are 
in China and others are in Malaysia.  

STOCK DATA

GICS sector Solar Power

Bloomberg ticker: 968 HK

Shares issued (m): 8,889.1

Market cap (Rmbm): 142,594.5

Market cap (US$m): 18,318.2

3-mth avg daily t'over (US$m): 94.9

Price Performance (%)

52-week high/low HK$22.10/HK$10.30

1mth 3mth 6mth 1yr YTD

(7.1) (7.3) 26.7 40.2 (20.8)

Major Shareholders %
Xinyi Group Glass Co Ltd 22.95

Lee Yin Yee 9.70

FY21 NAV/Share (HK$) 3.33

FY21 Net Debt/Share (HK$) 0.11
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Xinyi Solar (968 HK)
Price Hike Likely In Oct 21  

We held a conference call with XYS. Price hike is likely in Oct 21 given the current low 
inventory levels and sufficient demand. At present, the impact of power curtailment 
would be mainly from the cost side. However, if the power curtailment is prolonged, solar 
glass demand this year would likely be impacted due to rising prices and supply 
shortage of upstream materials. Maintain BUY with unchanged target price of HK$20.10. 

WHAT’S NEW 

Low inventory levels supported by solid demand. The industry is seeing a mom 
decline in inventory levels despite greater product supply in the market. This reflects solid 
demand which has continued after the demand rebound in Jul-Aug 21 (from the lack of in 
Apr-Jun 21). There is a possibility that the demand in 4Q21 could be delayed to 1Q22 
(before the Chinese New Year holidays). Overseas demand is good as the order cycle is 
longer comparatively, making it less price sensitive. In terms of thin glass, Xinyi Solar 
(XYS) expects a sequential improvement in 2H21. Industry wise, double glass solar panel 
sales accounted for 25-30% of total solar panel sales in 1H21 which is expected to reach 
35% in 2H21. The company said that its proportion of thin glass sales should be higher 
than industry levels as they are the first mover in commercialising thin glass.  

Impact of power curtailment mainly to be from cost side. The power curtailment 
would not directly affect the company’s production, with production mainly using natural 
gas and LNG. Instead, the impact would be from the cost side. The cost of soda ash 
surged to a historical high of Rmb3,300/ton from Rmb2,600/ton two weeks ago. XYS said 
that, backed by sufficient demand, it can pass along the cost hikes to consumers, thus 
the profit margin would not be affected in the short term. However, it highlighted that if the 
power curtailment is prolonged, solar glass demand would be affected as well due to 
rising prices and supply shortage of raw materials. Despite this, XYS will still fare better 
than its peers given its wide supply network and existing inventories for main materials. 

ASP likely to escalate further in Oct 21. XYS said that the ASP for a 3.2mm solar glass 
is at Rmb26-27/sqm this week, with certain orders recorded at Rmb27-28/sqm, up from 
Rmb24-26/sqm in early Sep 21. It also expects the price of solar glass to hike in Oct 21, 
supported by low inventory levels and sufficient demand in Oct 21.  

Effective annual capacity to rise 38% yoy in 2021. Four new production lines (1000 
tons/day of capacity each) commenced operation in Jan/Mar/Jul/Sep 21 respectively. The 
first three lines are running at full capacity while the fourth will roll out the first batch in Oct 
21. In 2022, XYS will add eight new lines (1000 tons/day of capacity each) in Jiangsu and 
Anhui. It is currently focused on domestic expansion as: a) there is a barrier to onsite 
inspection and physical negotiations overseas due to the pandemic, b) the expansion 
period overseas is longer, and c) China may continue to tighten control on the production 
of the energy intensive industry. 

KEY FINANCIALS 
Year to 31 Dec (HK$m) 2019 2020 2021F 2022F 2023F
Net turnover  9,096 12,316 17,048 21,009 26,968
EBITDA  4,129 6,867 8,171 10,437 12,756
Operating profit  3,333 5,909 6,843 8,593 10,737
Net profit (rep./act.)  2,416 4,561 5,408 6,461 8,020
Net profit (adj.)  2,416 4,561 5,408 6,461 8,020
EPS (Fen) 30.3 55.3 61.4 73.3 91.0
PE (x) 53.0 29.0 26.1 21.9 17.6
P/B (x) 9.1 5.3 4.8 4.3 3.8
EV/EBITDA (x) 36.2 21.8 18.3 14.3 11.7
Dividend yield (%) 0.0 0.0 0.0 0.0 0.0
Net margin (%) 26.6 37.0 31.7 30.8 29.7
Net debt/(cash) to equity (%) 35.9 (9.4) 3.2 13.7 20.4
Interest cover (x) 16.2 52.7 29.7 22.2 19.7
ROE (%) 19.6 22.4 19.4 20.8 23.1
Consensus net profit  - - 5,238 6,173 7,855
UOBKH/Consensus (x)  - - 1.03 1.05 1.02
Source: Xinyi Solar, Bloomberg, UOB Kay Hian 
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Contract with Longi to expand global market share. The company’s contract with 
Longi, announced in Aug 21, stipulates that the quantity procured from Longi must not be 
less than 35% of its full year demand; higher than the company’s current global market 
share of 30%. Terms are based on current market price on a monthly basis and is 
renewed annually.  

More solar farms in the coming years. Investment IRR of solar farms in the coming 1-2 
years would be lower than in 2021 given the push for “solar + energy storage” which has 
a higher overall cost. However, in the long term, it will bring up efficiency due to 
technological improvements. The company agrees with the strategic approach to acquire 
more solar farms in the future, at the pace of 500 MW or more annually. The company will 
determine whether they would participate in green power trading in the future based on 
profitability. Currently, green power trading would be attractive for grid parity projects. 

STOCK IMPACT 

Solid core competitiveness, such as economies of scale, cost and technology. The 
company’s cost advantage would be reflected by its economies of scale. It was able to 
realise profit even when most of the companies were making a net loss back in 2018. 
Moreover, its products have been verified by various downstream customers and we 
reckon the company’s products have showed strong customer stickiness. Above all, we 
reckon that XYS has forged a solid alliance with the top solar panel manufacturers. For 
instance, the agreement signed with Longi in Aug 21 is a binding contract, not just a 
normal long-term agreement.  

Market share expansion. The company has put forth more production expansion plans 
and aims to increase its market share amid the robust solar capacity expansion in the 
country. According to local news, China is planning to build a large-scale wind and solar 
power base with a total capacity of 400GW, and 200 GW of the capacity will be built 
during the 14th five-year period. Of this, wind and solar power will each take up half of the 
capacity.  

EARNINGS REVISION/RISK 

Earnings revision. We trim our earnings forecast for 2021 by 6.9% mainly to reflect the cost 
hike in soda ash. Our earnings forecast for 2022/23 remained unchanged. 

VALUATION/RECOMMENDATION 

Maintain BUY with unchanged target price of HK$20.10. At present, XYS is able to pass 
on the cost hike in soda ash by raising solar glass prices in Oct 21, which is supported by 
the low inventory levels and sufficient demand. Although it is unknown whether the power 
curtailment will be prolonged, we recommend accumulating on the dip as the ongoing 
polysilicon supply shortage will eventually be sorted out and the bright outlook for solar glass 
demand. Our TP is based on 2022F earnings which implies 27.4x 2022F PE. 
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PROFIT & LOSS

Year to 31 Dec (HK$m) 2020 2021F 2022F 2023F

Net turnover 12,315.8 17,048.2 21,008.7 26,968.5

EBITDA 6,867.5 8,170.9 10,436.5 12,756.1

Deprec. & amort. 958.1 1,328.3 1,843.8 2,018.8

EBIT 5,909.4 6,842.6 8,592.7 10,737.3

Total other non-operating income (56.2) 0.0 0.0 0.0

Associate contributions 35.6 35.6 35.6 35.6

Net interest income/(expense) (130.4) (275.2) (470.2) (646.9)

Pre-tax profit 5,758.4 6,603.0 8,158.1 10,126.0

Tax (735.3) (594.3) (979.0) (1,215.1)

Minorities (462.3) (600.9) (717.9) (891.1)

Net profit 4,560.9 5,407.8 6,461.2 8,019.8

Net profit (adj.) 4,560.9 5,407.8 6,461.2 8,019.8

BALANCE SHEET

Year to 31 Dec (HK$m) 2020 2021F 2022F 2023F

Fixed assets 20,406.2 26,380.1 32,061.6 37,463.0

Other LT assets 3,139.2 3,174.8 3,210.4 3,246.0

Cash/ST investment 9,291.2 10,900.1 13,167.1 14,127.7

Other current assets 10,586.8 13,598.3 16,743.3 21,475.9

Total assets 43,423.4 54,053.3 65,182.4 76,312.7

ST debt 3,458.7 2,900.8 4,579.0 5,813.9

Other current liabilities 4,266.6 6,450.4 7,710.6 9,761.8

LT debt 3,349.6 8,943.5 13,059.9 15,847.0

Other LT liabilities 324.1 324.1 324.1 324.1

Shareholders' equity 26,521.8 29,331.0 32,687.4 36,853.4

Minority interest 5,502.7 6,103.6 6,821.5 7,712.6

Total liabilities & equity 43,423.4 54,053.3 65,182.4 76,312.7

   

CASH FLOW

Year to 31 Dec (HK$m) 2020 2021F 2022F 2023F

Operating 3,857.1 6,478.8 7,107.6 8,217.8

Pre-tax profit 5,758.4 6,603.0 8,158.1 10,126.0

Tax (735.3) (594.3) (979.0) (1,215.1)

Deprec. & amort. 958.1 1,328.3 1,843.8 2,018.8

Associates (35.6) (35.6) (35.6) (35.6)

Working capital changes (2,093.5) (827.6) (1,884.9) (2,681.4)

Other operating cashflows 5.1 5.1 5.1 5.1

Investing 5,916.1 (7,332.0) (7,555.0) (7,450.0)

Capex (growth) (4,683.0) (7,332.0) (7,555.0) (7,450.0)

Others 10,599.1 0.0 0.0 0.0

Financing (2,693.1) 2,437.4 2,689.8 168.2

Dividend payments (2,191.6) (2,598.6) (3,104.8) (3,853.8)

Issue of shares 0.0 0.0 0.0 0.0

Proceeds from borrowings 2,343.3 8,494.7 8,695.4 8,600.9

Loan repayment (2,844.7) (3,458.7) (2,900.8) (4,579.0)

Others/interest paid 0.0 0.0 0.0 0.0

Net cash inflow (outflow) 7,080.2 1,584.3 2,242.4 936.0

Beginning cash & cash equivalent 2,221.1 9,291.2 10,900.1 13,167.1

Changes due to forex impact (10.0) 24.6 24.6 24.6

Ending cash & cash equivalent 9,291.2 10,900.1 13,167.1 14,127.7

    

KEY METRICS

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

Profitability   

EBITDA margin 55.8 47.9 49.7 47.3

Pre-tax margin 46.8 38.7 38.8 37.5

Net margin 37.0 31.7 30.8 29.7

ROA 12.7 11.1 10.8 11.3

ROE 22.4 19.4 20.8 23.1

   

Growth   

Turnover 35.4 38.4 23.2 28.4

EBITDA 66.3 19.0 27.7 22.2

Pre-tax profit 86.2 14.7 23.6 24.1

Net profit 88.7 18.6 19.5 24.1

Net profit (adj.) 88.7 18.6 19.5 24.1

EPS 82.8 11.0 19.5 24.1

   

Leverage   

Debt to total capital 17.5 25.1 30.9 32.7

Debt to equity 25.7 40.4 54.0 58.8

Net debt/(cash) to equity (9.4) 3.2 13.7 20.4

Interest cover (x) 52.7 29.7 22.2 19.7


