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SECTOR UPDATE 

Solar Power – China 
Price Cuts In Upstream Supply Chain 
Price cuts in polysilicon and silicon wafers last week should be a positive 
turnaround for weak downstream demand, although still insignificant to spur 
downstream demand as the average module price is still at Rmb1.95/W. Near-term 
demand weakness might persist given the upcoming holiday seasons. The recent 
acceleration of the second batch of wind and solar power base projects in the Gobi 
Desert supports our long-term positive view on the sector. Maintain OVERWEIGHT.  

WHAT’S NEW 
• Price cuts seen in the solar supply chain: 

a) Silicon wafers: On 30 November, LONGi Solar took the lead in announcing a price 
reduction of Rmb0.41-0.67 per piece of silicon wafer product, representing a 7.2-9.8% 
decline. Tianjin Zhonghuan Semiconductor followed suit on the third day and 
announced a price cut of Rmb0.52-0.72 per piece, representing a 6.0-12.5% decline. 
According to PV Infolink, the price of multi-silicon wafer dropped 13.3% wow to 
Rmb1.95 per piece in the first week of Dec 21, while 166mm/182mm/210mm mono-
silicon wafer prices declined by 4.8%/5.6%/6.0% wow per piece to 
Rmb5.00/Rmb5.85/Rmb8.55 respectively. 

b) Polysilicon: Polysilicon’s average transaction price fell 3.6% wow to Rmb260/kg, 
according to data released by China Silicon Industry on 8 December. Similarly, PV 
Infolink showed that average polysilicon price fell 4.1% wow to Rmb258/kg. The price 
reduction brings the consecutive price hikes since Aug 21 to a halt.  

c) Solar modules: Solar modules’ (182mm/210mm) average transaction price fell 1.5% 
wow and 5.8% mom to Rmb1.95/W in the first week of Dec 21, according to PV 
Infolink. 

• Solar glass demand remains relatively weak. Average solar glass prices for 
3.2mm/2.0mm products remained unchanged wow at Rmb26/Rmb20 per sqm; however, 
product prices were down by another Rmb2/Rmb1.5 when compared with the previous 
month. According to updates from Xinyi Solar, current inventory is at normal levels and 
demand is still relatively weak; the situation looks unchanged since our company update 
last month.  

• The second batch of large-scale solar base projects encourages the use of double-
facial modules. According to reports, the National Energy Administration (NEA) recently 
put out a notice on “Organizing The Second Batch Of National Large-scale Wind And 
Solar Base Projects Focusing On Deserts, Gobi and Desert Areas”, requiring all 
provinces to submit their lists for the second batch of wind and solar power base projects 
by 15 Dec 21. The notice proposes that the scale of a single project should not be less 
than 1GW, and in principle, a single project should not involve more than two companies 
if jointly developed. Moreover, when conditions permit, developers should use double-
facial solar modules, and the solar support structure must not be less than 1.5 meters. It 
also encourages the use of wind turbines and solar modules with higher power 
generation efficiency.  

 OVERWEIGHT 
(Maintained) 
 
SECTOR PICKS 

Company Ticker Rec 

Share 
Price 
(HK$) 

Target 
Price 
(HK$) 

Xinyi Solar 968 HK BUY 14.30 19.10 
Singyes 750 HK BUY 1.99 2.36 

Source: UOB Kay Hian 
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PEER COMPARISON 

Company Ticker Rec Price @ Target 
Upside/

(Downside) 
Market 

Cap --------- PE --------- --------- P/B --------- --- EV/EBITDA --- ROE Net Gearing 
   10 Dec 21 Price to TP (HK$m) 2021F 2022F 2021F 2022F 2021F 2022F 2021F 2021F 
   (HK$) (HK$) (%)  (x) (x) (x) (x) (x) (x) (%) (%) 
Xinyi Solar 968 HK BUY 14.30 19.10 33.6 127,130.9 23.4 19.8 4.3 3.9 16.5 13.1 19.3 25.1 
Shuifa Singyes 750 HK BUY 1.99 2.36 18.6 5,017.0 9.4 7.7 0.9 0.8 2.9 2.6 n.a 48.9 

Source: Bloomberg, UOB Kay Hian 
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ESSENTIALS 
• Recent price cuts are still insignificant to spur downstream demand. China added 

29.31GW of solar capacity in 10M21, according to NEA, representing 58.6-73.3% of full-
year forecast (40-50GW) made by China Photovoltaic Industry Association (CPIA). Solar 
farm operators will push back part of their solar installation scheduled this year to 2022 
given the sturdy high module prices; it will be tough for China to hit its full-year forecast. 
Due to unwilling downstream demand and low module utilisation rate, upstream suppliers 
have started to cut down prices. Despite that, we think the weak demand for solar module 
and solar glass will still persist in the near term amid the upcoming holiday seasons 
(Christmas, New Year, and Chinese New Year).  

• Long-term positive on the sector. The price reduction of polysilicon represents a 
turning point for the consecutive price hikes since Aug 21. We expect downstream solar 
demand to improve in 2022, especially in 2H22 when there is adequate polysilicon 
production available. According to CPIA, China is expected to install 60-75GW of solar 
power in 2022. For 2021-25, it is forecasted to install 70-90GW of solar power capacity on 
average on an annual basis. China will surpass the average annual target of 90GW given 
at least 345GW of solar projects are set to be grid-connected by end-23, based on our 
estimates: a) solar projects take up half of the capacity for both first (100GW) and second 
(assuming 100GW) batches of large-scale wind and solar power bases which are 
targeted to complete grid connection by 2023, b) solar projects take up half of the 
capacity for guaranteed grid connection (assuming the same as 2021 at 90GW) in 2022, 
and c) 200GW of rooftop solar distribution projects to be completed by 2023, according to 
estimates from the Guangfu.bjx website.  

VALUATION/RECOMMENDATION 
• Maintain BUY on Xinyi Solar with an unchanged target price of HK$19.10. Its share 

price has retreated from the peak on concerns over weaker demand and cost pressures 
in the near term. However, we are optimisitc on the long-term demand for solar glass as 
we see: a) a rising penetration rate for bi-facial solar modules, and b) robust demand for 
solar installation (which includes large-scale projects in the Gobi desert area and 
distributed rooftop solar projects). Our target price implies 26.4x 2022F PE. 

• Maintain BUY on China Shuifa Singyes Energy with an unchanged target price of 
HK$2.36. It prides itself on being the sole provider of a one-stop service solution for green 
building projects. The company has secured 12GW of rooftop solar projects from its 
parent company, Water Development Enterprise, and it will take 3-5 years to execute the 
contracts. We also expect the company will ride on the government’s support on green 
buildings and rooftop solar power distribution. Our target price implies 11.3x 2022F PE. 
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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. 
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