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Which stock offers most value and 

lowest risk to ESG investors? 
 

• Improving visibility of decarbonisation along 

with transformation into integrated energy 

plays 

• Maintaining energy affordability is the highest 

social risk 

• Stronger economic growth in 2H to drive gas 

consumption 

• Top pick: ENN (2688 HK) for its stronger growth 

outlook and better visibility in decarbonisation 
 

ENN has the lowest risk in our assessment of key 

sustainability factors. Our assessment of key sustainability 

factors of gas distributors under our coverage indicates that 

1) ENN (2688 HK) and Towngas Smart Energy (TSE) (1083 

HK) have better visibility of their decarbonisation pathway 

with slightly faster progress in transforming into an 

integrated energy player; 2) lower spending on operation 

safety has relatively less impact on cashflow of ENN and Tian 

Lun Gas (TLG) relative to China Gas Holdings (CGH) and TSE; 

3) maintaining energy affordability imposes the highest 

social risk on China Resources Gas (CRG) and CGH with 

higher downward pressure on dollar margins, particularly 

given the high volatility in LNG prices, while ENN 

outperformed on this front; and 4) ENN has better 

governance practice than its peers. 
 
Better gas volume growth expected in 2H. Gas consumption 

growth was flat in China in 6M2022, due to COVID 

lockdowns. Thus, we expect gas distributors to report lower 

earnings in 1H2022 with <10% growth in gas volume and 

dollar margin squeeze of Rmb0.04 to Rmb0.105 per cubic 

meter (cm). However, the government’s stimulus policies will 

drive economic growth and we expect to see a rebound in 

gas consumption in 2H. This could partly offset downside 

risk on dollar margin from high LNG prices amid the Russia-

Ukraine crisis. 
 
ENN as our sector top pick. After integrating the above 

analysis on key sustainability factors into our financials, we 

have fine-tuned our assumptions on dollar margin, cashflow 

and valuation. ENN is our sector top pick and we have 

raised our TP as we expect ENN to deliver the highest 

growth in gas volume and core earnings with good visibility 

in its decarbonisation roadmap. We have downgraded our 

rating on CRG to HOLD because of its weaker outlook in 

dollar margin and gas volume growth. We maintain our BUY 

rating for TSE and CGH as we see improving ESG 

performance with attractive valuation. 
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Recommendation & valuation 

    Target   Mkt 

  Price Price Recom Cap 

Company HK$ HK$   US$m 

China Gas (384 HK) 12.26 14.20 BUY 8,498 

China Resources Gas 

(1193 HK)  
33.75 36.00 HOLD     9,951  

ENN Energy        

(2688 HK) 

126.8 153.0 BUY   18,265  

Tian Lun Gas      

(1600 HK) 
4.16 5.00 BUY        535  

Towngas Smart 

Energy (1083 HK) 

3.88 4.80 BUY     1,610  

     
 

Source: Thomson Reuters, DBS Bank (Hong Kong) Limited (“DBS HK”) 

Closing price as at Jul 27, 2022 
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Key sustainability factors 

With tightening regulatory requirements and increasing 

attention from investors in ESG, we have evaluated the 

performance of gas distributors under our coverage based 

on four key ESG factors and assessed the possible impact 

on financial statements and valuation. 

 

We have listed the four key ESG factors and reasons we 

believe they are material: 

 

Decarbonisation plan: Although natural gas has much lower 

carbon emissions than coal, it is also a kind of fossil fuel 

which is subject to high carbon pricing risk and transition 

risk. Without a decarbonisation plan, a gas distributor will be 

subject to high downside risk in both revenue and net profit 

on rising carbon prices in the long run. 

 

Operation safety: Following a few serious gas explosions in 

2021, the China government has issued an action plan to 

upgrade aging gas pipelines totaling 100,000 km during the 

14th Five Year Plan on a total investment estimated at 

around Rmb50bn. This will increase capex of gas 

distributors. In addition, poor track record in safety issues 

would de-rate a stock’s valuation. 

 

Affordability of energy: This often conflicts with gas 

distributors’ profitability. A public hearing is required before 

raising gas tariffs for residential users in China. Cost pass-

through mechanism is not well executed, this negatively 

affecting dollar margin of gas distributors. 

 

Governance: Companies with poor governance will be de-

rated by investors. We base our assessment on the 

structure of board of directors, greenwashing risk and 

corporate behaviour (such as connected transactions, 

transparency, etc). 

 

Decarbonisation plan: switching to become an 

integrated energy player           

On one hand, gas distributors are actively securing new city 

gas projects to ride on an increasing percentage of gas 

consumption in the energy mix in China from 8% in 2020 to 

>15% in 2030. On the other hand, they need to formulate a 

decarbonisation plan for their gas distribution business, as 

well as new business development plans, along with China 

government’s dual carbon targets.  

 

Most gas distributors are undertaking new business 

opportunities in renewable energy through integrated 

energy (IE) projects (fuelled by gas, distributive solar power, 

biomass, or geothermal power) as well as offering total 

energy solutions. We reckon ENN and Towngas Smart 

Energy have the highest visibility as they have made faster 

progress and are expected to have a higher percentage of 

gross profit coming from these new businesses in the next 

few years. ENN has the first mover advantage with the 

highest exposure to IE operations, offering low carbon 

solutions and energy management systems. It is also the 

first gas distributor under our coverage to disclose a 

detailed decarbonisation roadmap with concrete targets. 

With 150 operational integrated projects and 19,065m kWh 

of sales volume, IE operation accounted for 9.7% of gross 

profit in FY21, and rising to around 15% in FY23 on our 

estimates. In FY21, around 20% of sales volume of these IE 

projects utilised renewable energy, and ENN targets to raise 

this to 36% by 2030. We estimate renewable based projects 

will account for 5-6% of gross profit in FY23. Towngas Smart 

Energy (TSE) has also made a maiden move in distributive 

rooftop solar power projects where installations will reach 

8GW in FY25. We have conservatively assumed new 

installations of 1GW in FY22 and 1.5GW p.a. in FY23 to FY25. 

If this materialises, gross profit of smart energy will account 

for >10% of total gross profit in FY23. In addition, it will also 

offer services such as energy storage, energy management 

systems, etc. 

 

Tian Lun Gas (TLG) has also announced its green low-

carbon business strategy by entering into various strategic 

partnership to provide low carbon services, including solar 

power, wind power, biomass energy, energy storage. TLG 

targets these new businesses to account for 10% of total 

revenue by 2024. As pilot projects of these low carbon 

services are currently ongoing, we expect minimum profit 

contribution in these two years. 

 

China Gas Holdings (CGH) has recently announced its 

decarbonisation targets, but details on the action plan has 

yet to be disclosed. CGH has over 360 IE projects which 

mainly utilises gas as a fuel, accounting for less than 10% of 

total revenue. Those projects that utilise renewable power is 

even less. While these projects help its clients to 

decarbonise, CGH’s own GHG emissions will increase. 

Hence, we expect more disclosure on CGH’s interim targets 

for its decarbonisation pathway as it grows its IE business. 

 

China Resources Gas (CRG) has made minimum disclosure 

in terms of its decarbonisation targets and pathway 

although it has various internal measures to control carbon 

emissions (such as Carbon Emission Control Goals and 

Measures for CRG during the 14th Five Year Period, 

Performance Assessment Measures for Low-carbon 

Development of CRG). 
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Decarbonisation progress of gas distributors 

 

Source: Companies, DBS HK 

In the medium term, all gas distributors under our coverage 

plan to tap into the carbon market by offering various kinds 

of services, such as carbon management, carbon trading, 

etc. However, China’s national carbon market is still at its 

infancy stage where only power generators are allowed to 

participate. The voluntary carbon market in China is also 

very illiquid. Thus, we have not factored in any potential 

revenue from the carbon market in our forecasts, which 

implies there is earnings upside risk.  

 

Green hydrogen and the use of other innovative green 

technology, such as carbon capture, usage, and storage, are 

key solutions for the energy transition of gas distributors in 

the long run. However, production cost of these new 

technologies is still too high for mass applications currently. 

In the meantime, there are R&D efforts directed towards 

hydrogen blending applications, aging / safety issues of 

pipelines, hydrogen energy storage / transportation, etc. 

Nevertheless, we believe these R&D expenses are at a 

manageable level and will not have a significant negative 

impact on financials. Note that TSE’s parent company, Hong 

Kong & China Gas, has extensive experience in hydrogen 

blending applications as the gas mix in Hong Kong’s network 

contains 49% hydrogen. This advantage has put TSE ahead 

of its peers.  
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Operation safety: high investment required 

According to the newly released “Action Plan for the 

Upgrade of Old Pipeline for City Gas Supply (2022-2025)” <

城市燃气管道等老化更新改造实施方案(2022-2025年)>, 

certain types of gas pipelines are required to be replaced 

before 2025, including all grey cast iron pipes, ductile iron 

pipes that do not meet the requirements for safe operation, 

steel pipes and polyethylene pipes that have been in 

operation for more than 20 years with potential safety 

hazards, etc. The total length of city gas pipelines is 

estimated to be around 935,600km in China as of end of 

2021, of which around 4% was >20 years old. However, lack 

of repair and maintenance could lead to safety issues, and 

we could see replacement of up to 100,000 km of pipelines. 

A series of gas explosions has triggered gas distributors 

under our coverage to increase investment in safe 

production processes and pipeline upgrades, particularly 

CGH. These investments would also include digitalisation / 

Internet of Things for monitoring and detection systems.  

 

 
Safety expenses per residential household 

 

Source: Companies, DBS HK 

* 2020 = FY3/21, 2021 = FY3/22 

 

Safety expenses as percentage of operating cashflow 

 
Source: Companies, DBS HK 

* 2020 = FY3/21, 2021 = FY3/22, 2022F = FY3/23F 

 

CGH’s safety expenses jumped substantially by 47% in 2021 

and we estimate that its average safety expenses per 

residential household was the highest in 2021, as it had 

under-invested in the past. The government has set high 

standards on safe operations, hence we expect gas 

distributors to increase safety spending per household 10-

20% p.a. in the next few years. We also look at the safety 

expenses as a percentage of operating cashflow. Both CGH 

and TSE have the highest percentages at >20%. Hence, a 

significant increase in safety expenses would put higher 

pressure on their cashflows. 
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Energy affordability: dollar margin under pressure 

Energy affordability, particularly for residential users, is the 

major social risk for gas distributors in China where gas 

tariffs in the residential market is still highly regulated. This 

risk is particularly critical when natural gas supply is tight 

and LNG prices are high. To ensure sufficient gas supply for 

residential users, especially in winter when piped gas is 

inadequate, gas distributors have to procure LNG from the 

spot market where the premium to city gate prices could be 

significant. As the additional procurement costs cannot be 

passed on to residential users, dollar margin of gas 

distributors will be squeezed.  

 

 
Domestic LNG prices 

 

Source: CEIC, DBS HK 

Gas distributors’ dollar margins were relatively stable and 

less volatile during 2018 and 2019 when LNG prices were at 

a low level, as shown in the LNG price chart above. However, 

dollar margins were affected when LNG prices headed 

higher in 4Q2017, 4Q2020 and 2H2021. We have compared 

the h-o-h change in dollar margins of the gas distributors 

under our coverage (see the chart on the right). CRG has 

consistently suffered higher squeeze on dollar margins than 

its peers. Note that CGH has a different financial year-end 

and 2H of its financial year (i.e. September to March) 

captures the entire winter season. Thus, its dollar margin in 

2H is always lower than 1H. We have also looked at other 

factors that will affect dollar margin, such as percentage of 

residential gas volume to total city gas volume (excluding 

wholesale volume), procurement mix, and procurement 

arrangement.  

 

Comparison of h-o-h change in dollar margin 

 

Source: Companies, DBS HK 

* 2017 = FY3/18, 2018 = FY3/19, 2019 = FY3/20, 2020 = FY3/21, 2021 

= FY3/22 

 

Due to exposure to rural areas, CGH has the highest 

percentage of gas volume from the residential market, 

although imported LNG as a percentage of procurement is 

relatively low. Nevertheless, its success in securing long 

term supply of imported LNG should help alleviate part of 

the risk. ENN has the lowest exposure to residential market. 

In addition, it has long term contracts for imported LNG, 

allowing ENN to lock in more competitive procurement 

prices than buying from the spot market. Thus, even though 

the company has the highest percentage in procurement of 

non-piped gas, we reckon ENN has relatively lower dollar 

margin risk than its peers. 

 

We have revised our dollar margin assumptions after our 

energy affordability analysis. Specifically, we have raised our 

dollar margin assumption for ENN with its good track record 

in cost pass-through and diversified procurement strategy. 

But we have turned more conservative for the other gas 

distributors. (see “Revision in earnings assumptions” table 

on page 8) 
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Evaluating downside risk to dollar margins  

 

Source: Companies, DBS HK 

Governance: increasing disclosure 

Although it is difficult to quantify the financial impact of the 

governance factor on a company, we reckon the long-term 

revenue growth rate and valuation will be affected. In 

particular, investors are paying more attention on the 

diversity of the board of directors, in terms of 

independency, experience, and gender. TSE has appointed 

Dr. Christine Loh, who has extensive experience in 

sustainability and environmental protection, as an 

Independent Non-Executive Director. This has significantly 

enhanced the creditability of TSE’s board of directors. 

 

The increasing greenwashing risk is high on regulators’ 

agenda as disclosure requirements are being enhanced. We 

reckon that it is more effective to assess the overall intent of 

a company by looking at its track record than to scrutinise 

individual activities for signs of greenwashing. We assess 

greenwashing risk by looking at: 

- How the remuneration package of senior 

management is linked to ESG performance: 

- Whether any ESG targets are set with specific 

action plans without being vague;  

- Whether data in ESG reports can be verified by 

qualified third parties; and 

 

 

- Whether internal cost of carbon is used for project 

evaluation. 

 

We have also looked at the track record of corporates in the 

past five years, such as the amount of connected 

transactions, how stock options are granted, how 

transparency management is, etc. We reckon that TLG and 

CRG have relatively less amount of connected transactions, 

although their transparency is not as high as its peers. 

 

We also note that CGH, ENN and TSE have shown 

improvement in information disclosure in the latest ESG 

report. For example, in addition to a separate report on 

decarbonisation roadmap, ENN has obtained 3rd party 

verification on carbon emission data. Both CGH and ENN 

have linked remuneration package of the board of directors 

to ESG performance. While CGH has revealed more details 

in the enhancement in management policies and 

operational systems, particularly for operational safety, TSE 

has improved disclosure on its action plans in sustainable 

development and performance statistics. We also expect 

further details in its decarbonisation pathway from both 

companies.  

 

CR Gas China Gas ENN Towngas Smart  T ian Lun Gas

1193 HK 384 HK 2688 HK 1083 HK 1600 HK

% of residential gas 

volume (2021)

22.5% 33.6% 18.6% 22.3% 28.6%

Non-piped gas in 

procurement mix (2021)

13-14% 8% 20% 8% 15%

Any long term contract 

for imported LNG in 

2021

No No Yes No No

Remarks New long term 

contracts were 

signed with LNG 

started to be 

delivered in 2027

Long term LNG 

contract of 1m tons will 

be executed by end of 

2022; Jintan gas 

storage tank is also 

used to store up lower 

cost LNG

Source LNG mainly from 

domestic market, 

instead of imports, for 

the shortfall in gas 

supply for residential 

market
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Evaluation of governance factors 

 China Gas  

(384 HK) 

CR Gas  

(1193 HK) 

ENN  

(2688 HK) 

Tian Lun Gas  

(1600 HK) 

Towngas Smart 

Energy (1083 HK) 

Structure of Board 

of directors 
                                             

Remuneration 

package 
                             

ESG targets / action 

plans 
                                     

3rd party verification                          

Setting of internal 

cost of carbon  
         

Corporate 

behaviour 
                                     

 

 

Source: Companies, DBS HK 

Earnings adjustment 

In 6M2022, natural gas consumption nudged down by 0.1% 

y-o-y amid COVID lockdowns in various places in China. 

Average LNG price was up >70% in 1H2022. Thus, we 

project most gas distributors will deliver <10% gas volume 

growth with y-o-y declines in dollar margin ranging Rmb0.04 

to Rmb0.105 per cm in 1HFY22. We estimate CR Gas to 

suffer the highest dollar margin pressure, followed by TSE. 

With weak gas volume growth and dollar margin pressure, 

we project all gas distributors under our coverage will report 

lower earnings in 1HFY22.  

 

However, we are optimistic that gas consumption will 

recover in China by a high single digit rate in 2H2022, 

translating to 3.5% growth for the full year. This is on the 

back of various stimulus packages introduced by the 

government to support the overall economic growth. In 

particular, China’s economy realized positive growth in Q2 

despite the lockdown in Shanghai in April- May, reflecting 

positive impact from stimulus policies.  

 

The uncertainty in dollar margin in 2H2022 is largely due to 

the Ukraine-Russia crisis, extreme weather, overall supply of 

piped gas particularly from Russia, as well as cost pass 

through ability.    

 

We have fine-tuned our assumption of gas volume growth 

of most gas distributors under our coverage in view of the 

weak gas consumption in 6M2022. Coupled with adjustment 

to our dollar margin assumptions, we have revised our 

FY22F core earnings, as shown in the table on page 8. After 

the earnings revision, we expect ENN to exhibit the highest 

growth of 5.5% in core earnings for FY22, followed by CGH 

(4.1%). We expect the rest to report a decline in core 

earnings of 2-9% in FY22.    

 
Gas consumption in China 

 

Source: CEIC, DBS HK 
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Revision in earnings assumptions 

 

Source: Companies, DBS HK 

* HK$m for FY22 core earnings 

# FY22 = FY3/23 

  
1HFY22 results preview 

 

Source: Companies, DBS HK 

  

Company Old New Old New % change Old New % change

China Resources Gas * 1193 HK 10.4       9.0         0.480     0.470    (2.1)           6,822.8    6,290.6    (7.8)            

China Gas * # 384 HK 11.6       11.6       0.480     0.480    -            8,381.1    8,381.1    -             

ENN Energy 2688 HK 13.0       9.9         0.480     0.489    2.0            7,847.5    7,547.7    (3.8)            

Towngas Smart Energy * 1083 HK 74.0       8.2         0.485     0.460    (5.2)           1,680.2    1,470.5    (12.5)          

Tian Lun Gas 1600 HK 21.3       12.1       0.468     0.465    (0.6)           1,009.0    916.3       (9.2)            

Stock 

code

FY22 Gas 

volume growth 

FY22 Dollar margin 

(Rmb/cm)

FY22 core earnings 

(Rmb m)

Company Cur Turnover

yoy 

growth

Core 

profit

yoy 

growth

Gas 

volume 

growth

Dollar 

marg in Remarks

(m) (%) (m) (%) (%) (Rmb /  cm)

China 

Resources Gas 

1193 HK

Rmb 36,936.5   7.3         2,910.2     (10.5)      5-6 0.475 Expect weak gas volume growth due to COVID 

lockdowns; dollar margin pressure from high gas 

cost

ENN Energy

2688 HK

Rmb 47,576.8   15.4       3,629.5     (1.5)        6-7 0.495 Stronger gas volume growth underpinned by ramp 

up of new projects and strong growth in industrial 

users. 50% growth in IE turnover expected.

Towngas 

Smart Energy

1083 HK

HK$ 9,204.4     18.4       681.7        (13.0)      4-5 0.455 Slow cost pass through puts pressure on dollar 

margin; expect high finance expenses due to loan 

for acquisition of SH Gas; contract for 500MW of 

rooftop solar PV signed, on track to achieve 1GW of 

installed capacity.

Tian Lun Gas

1600 HK

Rmb 3,866.8     7.4         382.0        (14.9)      9-10 0.468 Relatively higher gas volume growth due to 

stronger growth in customer base through M&A
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Top picks 

Both ENN and CRG had a good run since our upgrade in 

March 2022. In fact, with the exception of TLG, the whole 

sector has outperformed HSI since March 2022. Despite 

this, the sector’s valuation is still not demanding. Most 

counters under our coverage are still trading below their 2-

year historical average PE. We expect the sector to continue 

to re-rate along with recovery of gas volume growth and 

dollar margin.    

 
Valuation comparison 

 

Source: Thomson Reuters, DBS HK 

 

ENN (2688 HK, BUY) is our sector top pick as (i) it can deliver 

the highest growth in core earnings in FY22; 2) it has the 

least risk in dollar margin with a good procurement strategy; 

3) there is higher visibility in its decarbonisation pathway 

and 4) governance is improving. As we roll-over our 

valuation, we raise our TP to HK$153.00, based on around 

17x 12-month rolling PE, which implies 1.15x PEG. The 

target PE is equivalent to +1SD from the stock’s 2-year 

historical average. We believe ENN is in the best position to 

weather through the current challenging business 

environment amid government’s restrictive COVID 

measures and Russia-Ukraine crisis. 

 

CRG (1193 HK, Downgrade to HOLD) We have lowered our 

gas volume growth estimate and dollar margin assumption 

of CRG to reflect the impact of COVID lockdowns and higher 

pressure on dollar margin. These result in around 7.8% cut 

to our FY22 earnings estimate. Our TP is accordingly cut to 

HK$36.00, based on 12.5x 12-month rolling PE, implies 1.4x 

PEG. Despite its large market share and solid balance sheet, 

we set our target PE at around -1SD of its 2-year historical 

average to reflect its higher risk in dollar margin and low 

visibility in decarbonisation pathway. We downgrade our 

rating on CRG to HOLD. 

 

TSE (1083 HK, BUY) Given the lockdowns in Shanghai in 

2Q2022, we see a possibility of TSE extending the transition 

period of the Shanghai Gas transaction. Hence, we have 

stripped out Shanghai Gas’ contribution and lowered gas 

volume growth from 74% to 8.2%, compared with 

management’s guidance of low-teens organic growth. As 

such, we have lowered our FY22 earnings estimate by 

around 12%. Our TP for TSE is also lowered to HK$4.80, 

based on 10x 12-month rolling PE, equivalent to 1.5x PEG. 

TSE’s relatively low gas volume growth and high pressure on 

dollar margin have prompted us to set the target PE 

valuation at around its 2-year historical average. We 

maintain our BUY rating on improving visibility in its 

decarbonisation roadmap and governance.  

 

CGH (384 HK, BUY) We have not made any revision in CGH’s 

earnings assumptions. Our TP remains unchanged at 

HK$14.20, based on 1.2x PEG or 9x 12-month rolling PE. 

Such target PE is equivalent to less than -1SD of its 2-year 

historical PE. We have used a deeper discount to reflect its 

relatively weaker cashflow and high volatility in dollar 

margin. We maintain our BUY rating on trough valuation 

and improving visibility in decarbonisation roadmap. 

 

TLG (1600 HK, BUY) We have lowered our FY22/23 core 

earnings estimates by 9-12% for TLG. We have revised down 

our target valuation from 6.5x 12-month rolling PE (0.95x 

PEG) to 4.5x 12-month rolling PE (0.30x PEG) to reflect the 

low visibility of its decarbonisation roadmap and relatively 

weaker governance. The target PE is equivalent to -1.5SD 

from 2-year historical average. Our new TP is set at HK$5.00. 

We maintain our BUY rating on TLG for its attractive 

valuation and high dividend yield of >7%. 
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Valuation comparison 

 

 

# FY23: FY24; FY24: FY25, ^Core EPS 

Source: Thomson Reuters, *DBS HK 

Closing price as at Jul 27, 2022 

 

  

F Y21-23 YTD

Mkt PE PE Yield Yield P/Bk P/Bk EV/EBITDA ROE ROE Earnings share Net  gearing

Price Cap F iscal 22F 23F 22F 23F 22F 23F 22F 23F 22F 23F CAGR Perf. 22F 23F

Company Name Code HK$ HK$m Yr x x % % x x x x % % % % % %

Gas -  Hong Kong

Beijing Enterprises 392 HK 25.35    31,973 Dec 3.6 3.3 5.6 6.2 0.3 0.3 5.4 5.4 8.8 8.9 (1.4) (5.8) 29.6 26.5

China Gas*#^ 384 HK 12.26    66,699 Mar 8.1 7.6 4.5 4.5 1.0 0.9 7.7 7.3 12.6 12.3 7.7 (24.3) 64.0 62.8

China Resources Gas* 1193 HK 33.75    78,098 Dec 12.4 11.2 3.7 4.2 1.6 1.5 6.7 6.3 14.2 14.0 4.3 (23.4) Cash Cash

Tian Lun Gas*^ 1600 HK 4.16      4,202 Dec 4.1 3.6 7.8 8.9 0.6 0.5 4.9 4.6 15.9 15.7 2.0 (50.6) 74.2 73.7

Enn Energy*^ 2688 HK 126.80  143,352 Dec 16.3 14.3 2.0 2.3 2.8 2.5 10.2 8.8 19.1 18.7 3.6 (13.6) 18.0 13.6

Kunlun Energy 135 HK 5.98      51,780 Dec 7.7 7.4 4.5 4.8 0.7 0.7 3.0 3.2 9.8 9.5 16.5 (18.2) Cash Cash

Towngas Smart Energy* 1083 HK 3.88      12,638 Dec 8.3 8.1 3.9 3.9 0.4 0.5 8.3 9.3 5.6 5.8 18.2 (42.8) 58.5 75.8

9.5 7.9 4.4 5.0 1.2 1.0 6.8 6.4 12.9 12.1 7.3 48.8 50.5
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DBS HK recommendations are based on an Absolute Total Return* Rating system, defined as follows: 

STRONG BUY (>20% total return over the next 3 months, with identifiable share price catalysts within this time frame) 

BUY (>15% total return over the next 12 months for small caps, >10% for large caps) 

HOLD (-10% to +15% total return over the next 12 months for small caps, -10% to +10% for large caps) 

FULLY VALUED (negative total return, i.e.,  > -10% over the next 12 months) 

SELL (negative total return of > -20% over the next 3 months, with identifiable share price catalysts within this time frame) 

*Share price appreciation + dividends 

 

Completed Date:  2 Aug 2022 09:29:38 (HKT) 

Dissemination Date: 2 Aug 2022 14:46:03 (HKT) 
 
Sources for all charts and tables are DBS HK unless otherwise specified. 
 
GENERAL DISCLOSURE/DISCLAIMER 
 
This report is prepared by DBS Bank (Hong Kong) Limited (“DBS HK”). This report is solely intended for the clients of DBS Bank Ltd., DBS HK, 

DBS Vickers (Hong Kong) Limited (“DBSV HK”), and DBS Vickers Securities (Singapore) Pte Ltd. (“DBSVS”), its respective connected and 

associated corporations and affiliates only and no part of this document may be (i) copied, photocopied or duplicated in any form or by any 

means or (ii) redistributed without the prior written consent of DBS HK.  
 
The research set out in this report is based on information obtained from sources believed to be reliable, but we (which collectively refers to 

DBS Bank Ltd., DBS HK,  DBSV HK, DBSVS, its respective connected and associated corporations, affiliates and their respective directors, 

officers, employees and agents (collectively, the “DBS Group”) have not conducted due diligence on any of the companies, verified any 

information or sources or taken into account any other factors which we may consider to be relevant or appropriate in preparing the 

research.  Accordingly, we do not make any representation or warranty as to the accuracy, completeness or correctness of the research set 

out in this report. Opinions expressed are subject to change without notice. This research is prepared for general circulation. Any 

recommendation contained in this document does not have regard to the specific investment objectives, financial situation and the particular 

needs of any specific addressee. This document is for the information of addressees only and is not to be taken in substitution for the 

exercise of judgement by addressees, who should obtain separate independent legal or financial advice. The DBS Group accepts no liability 

whatsoever for any direct, indirect and/or consequential loss (including any claims for loss of profit) arising from any use of and/or reliance 

upon this document and/or further communication given in relation to this document. This document is not to be construed as an offer or a 

solicitation of an offer to buy or sell any securities. The DBS Group, along with its affiliates and/or persons associated with any of them may 

from time to time have interests in the securities mentioned in this document. The DBS Group, may have positions in, and may effect 

transactions in securities mentioned herein and may also perform or seek to perform broking, investment banking and other banking 

services for these companies. 
 
Any valuations, opinions, estimates, forecasts, ratings or risk assessments herein constitutes a judgment as of the date of this report, and 

there can be no assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or 

risk assessments. The information in this document is subject to change without notice, its accuracy is not guaranteed, it may be incomplete 

or condensed, it may not contain all material information concerning the company (or companies) referred to in this report and the DBS 

Group is under no obligation to update the information in this report. 
 
This publication has not been reviewed or authorized by any regulatory authority in Singapore, Hong Kong or elsewhere. There is no planned 

schedule or frequency for updating research publication relating to any issuer.   
 
The valuations, opinions, estimates, forecasts, ratings or risk assessments described in this report were based upon a number of estimates 

and assumptions and are inherently subject to significant uncertainties and contingencies. It can be expected that one or more of the 

estimates on which the valuations, opinions, estimates, forecasts, ratings or risk assessments were based will not materialize or will vary 

significantly from actual results. Therefore, the inclusion of the valuations, opinions, estimates, forecasts, ratings or risk assessments described 

herein IS NOT TO BE RELIED UPON as a representation and/or warranty by the DBS Group (and/or any persons associated with the aforesaid 

entities), that: 

(a)  such valuations, opinions, estimates, forecasts, ratings or risk assessments or their underlying assumptions will be achieved, and 

(b) there is any assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or 

risk assessments stated therein. 
 
Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets. 
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Any assumptions made in this report that refers to commodities, are for the purposes of making forecasts for the company (or companies) 

mentioned herein. They are not to be construed as recommendations to trade in the physical commodity or in the futures contract relating to 

the commodity referred to in this report. 
 
DBS Vickers Securities (USA) Inc (“DBSVUSA”), a US-registered broker-dealer, does not have its own investment banking or research 

department, has not participated in any public offering of securities as a manager or co-manager or in any other investment banking 

transaction in the past twelve months and does not engage in market-making.  

 

Neither DBS Bank Ltd nor DBS HK market makes in equity securities of the issuer(s) or company(ies) mentioned in this Research Report. 

 

ANALYST CERTIFICATION 

The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the 

companies and their securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of 

his/her compensation was, is, or will be, directly or indirectly, related to specific recommendations or views expressed in the report. The 

research analyst (s) primarily responsible for  the content of this research report, in part or in whole, certifies that he or his associate1 does 

not serve as an officer of the issuer or the new listing applicant (which includes in the case of a real estate investment trust, an officer of the 

management company of the real estate investment trust; and in the case of any other entity, an officer or its equivalent counterparty of the 

entity who is responsible for the management of the issuer or the new listing applicant) and the research analyst(s) primarily responsible for 

the content of this research report or his associate does not have financial interests2 in relation to an issuer or a new listing applicant that the 

analyst reviews.  DBS Group has procedures in place to eliminate, avoid and manage any potential conflicts of interests that may arise in 

connection with the production of research reports.  The research analyst(s) responsible for this report operates as part of a separate and 

independent team to the investment banking function of the DBS Group and procedures are in place to ensure that confidential information 

held by either the research or investment banking function is handled appropriately.  There is no direct link of DBS Group's compensation to 

any specific investment banking function of the DBS Group.   

 

COMPANY-SPECIFIC / REGULATORY DISCLOSURES  

1. DBS Bank Ltd, DBS HK, DBSVS or their subsidiaries and/or other affiliates have proprietary positions in Beijing Enterprises Holdings 

Ltd (392 HK), China Gas Holdings Ltd (384 HK), China Resources Gas Group Ltd (1193 HK), ENN Energy Holdings Ltd (2688 HK) and 

Kunlun Energy Co Ltd (135 HK) recommended in this report as of 29 Jul 2022. 

2. Compensation for investment banking services: 

DBS Bank Ltd, DBS HK, DBSVS, their subsidiaries and/or other affiliates of DBSVUSA have received compensation, within the past 

12 months for investment banking services from Towngas Smart Energy Co Ltd (1083 HK) as of 30 Jun 2022. 

3. DBS Bank Ltd, DBS HK, DBSVS, their subsidiaries and/or other affiliates of DBSVUSA have managed or co-managed a public 

offering of securities for Towngas Smart Energy Co Ltd (1083 HK) in the past 12 months, as of 30 Jun 2022. 

 

DBSVUSA does not have its own investment banking or research department, nor has it participated in any public offering of 

securities as a manager or co-manager or in any other investment banking transaction in the past twelve months. Any US persons 

wishing to obtain further information, including any clarification on disclosures in this disclaimer, or to effect a transaction in any 

security discussed in this document should contact DBSVUSA exclusively. 

4. Disclosure of previous investment recommendation produced: 

DBS Bank Ltd, DBSVS, DBS HK, their subsidiaries and/or other affiliates of DBSVUSA may have published other investment 

recommendations in respect of the same securities / instruments recommended in this research report during the preceding 12 

months. Please contact the primary analyst listed on page 1 of this report to view previous investment recommendations 

published by DBS Bank Ltd, DBS HK, DBSVS, their subsidiaries and/or other affiliates of DBSVUSA in the preceding 12 months. 

  

 
1 An associate is defined as (i) the spouse, or any minor child (natural or adopted) or minor step-child, of the analyst; (ii) the trustee of a trust of 

which the analyst, his spouse, minor child (natural or adopted) or minor step-child, is a beneficiary or discretionary object; or (iii) another 

person accustomed or obliged to act in accordance with the directions or instructions of the analyst.   

2 Financial interest is defined as interests that are commonly known financial interest, such as investment in the securities in respect of an 

issuer or a new listing applicant, or financial accommodation arrangement between the issuer or the new listing applicant and the firm or 

analysis.  This term does not include commercial lending conducted at arm's length, or investments in any collective investment scheme other 

than an issuer or new listing applicant notwithstanding the fact that the scheme has investments in securities in respect of an issuer or a new 

listing applicant.   
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RESTRICTIONS ON DISTRIBUTION 

General This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident 

of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use 

would be contrary to law or regulation. 

Australia This report is being distributed in Australia by DBS Bank Ltd, DBSVS or DBSV HK. DBS Bank Ltd holds Australian 

Financial Services Licence no. 475946. 

DBS Bank Ltd, DBSVS and DBSV HK are exempted from the requirement to hold an Australian Financial Services 

Licence under the Corporation Act 2001 (“CA”) in respect of financial services provided to the recipients. Both DBS 

Bank Ltd and DBSVS are regulated by the Monetary Authority of Singapore under the laws of Singapore, and DBSV HK 

is regulated by the Hong Kong Securities and Futures Commission under the laws of Hong Kong, which differ from 

Australian laws. 

Distribution of this report is intended only for “wholesale investors” within the meaning of the CA. 

Hong Kong This report is being distributed in Hong Kong by DBS Bank Ltd, DBS Bank (Hong Kong) Limited and DBS Vickers (Hong 

Kong) Limited, all of which are registered with or licensed by the Hong Kong Securities and Futures Commission to 

carry out the regulated activity of advising on securities.  DBS Bank Ltd., Hong Kong Branch is a limited liability 

company incorporated in Singapore. 

Indonesia This report is being distributed in Indonesia by PT DBS Vickers Sekuritas Indonesia.  

Malaysia This report is distributed in Malaysia by AllianceDBS Research Sdn Bhd ("ADBSR"). Recipients of this report, received 

from ADBSR are to contact the undersigned at 603-2604 3333 in respect of any matters arising from or in connection 

with this report. In addition to the General Disclosure/Disclaimer found at the preceding page, recipients of this report 

are advised that ADBSR (the preparer of this report), its holding company Alliance Investment Bank Berhad, their 

respective connected and associated corporations, affiliates, their directors, officers, employees, agents and parties 

related or associated with any of them may have positions in, and may effect transactions in the securities mentioned 

herein and may also perform or seek to perform broking, investment  banking/corporate advisory and other services 

for the subject companies. They may also have received compensation and/or seek to obtain compensation for 

broking, investment banking/corporate advisory and other services from the subject companies. 

 
Wong Ming Tek, Executive Director, ADBSR 

Singapore This report is distributed in Singapore by DBS Bank Ltd (Company Regn. No. 196800306E) or DBSVS (Company Regn 

No. 198600294G), both of which are Exempt Financial Advisers as defined in the Financial Advisers Act and regulated 

by the Monetary Authority of Singapore. DBS Bank Ltd and/or DBSVS, may distribute reports produced by its 

respective foreign entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 

32C of the Financial Advisers Regulations. Where the report is distributed in Singapore to a person who is not an 

Accredited Investor, Expert Investor or an Institutional Investor, DBS Bank Ltd accepts legal responsibility for the 

contents of the report to such persons only to the extent required by law. Singapore recipients should contact DBS 

Bank Ltd at 6878 8888 for matters arising from, or in connection with the report. 

Thailand This report is being distributed in Thailand by DBS Vickers Securities (Thailand) Co Ltd.  

 

For any query regarding the materials herein, please contact [Chanpen Sirithanarattanakul] at [research@th.dbs.com] 

United 

Kingdom 

This report is produced by DBS HK which is regulated by the Hong Kong Monetary Authority  

 

This report is disseminated in the United Kingdom by DBS Bank Ltd, London Branch (“DBS UK”). DBS Bank Ltd is 

regulated by the Monetary Authority of Singapore. DBS UK is authorised by the Prudential Regulation Authority and is 

subject to regulation by the Financial Conduct Authority and limited regulation by the Prudential Regulation Authority. 

Details about the extent of our regulation by the Prudential Regulation Authority are available from us on request. 

 

In respect of the United Kingdom, this report is solely intended for the clients of DBS UK, its respective connected and 

associated corporations and affiliates only and no part of this document may be (i) copied, photocopied or duplicated 

in any form or by any means or (ii) redistributed without the prior written consent of DBS UK. This communication is 

directed at persons having professional experience in matters relating to investments. Any investment activity 

following from this communication will only be engaged in with such persons. Persons who do not have professional 

experience in matters relating to investments should not rely on this communication. 
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Dubai 

International 

Financial 

Centre 

This communication is provided to you as a Professional Client or Market Counterparty as defined in the DFSA 

Rulebook Conduct of Business Module (the "COB Module"), and should not be relied upon or acted on by any person 

which does not meet the criteria to be classified as a Professional Client or Market Counterparty under the DFSA rules. 
 

This communication is from the branch of DBS Bank Ltd operating in the Dubai International Financial Centre (the 

"DIFC") under the trading name "DBS Bank Ltd. (DIFC Branch)" ("DBS DIFC"), registered with the DIFC Registrar of 

Companies under number 156 and having its registered office at units 608 - 610, 6th Floor, Gate Precinct Building 5, 

PO Box 506538, DIFC, Dubai, United Arab Emirates.  
 

DBS DIFC is regulated by the Dubai Financial Services Authority (the "DFSA") with a DFSA reference number F000164. 

For more information on DBS DIFC and its affiliates, please see http://www.dbs.com/ae/our--network/default.page. 
 

Where this communication contains a research report, this research report is prepared by the entity referred to 

therein, which may be DBS Bank Ltd or a third party, and is provided to you by DBS DIFC. The research report has not 

been reviewed or authorised by the DFSA. Such research report is distributed on the express understanding that, 

whilst the information contained within is believed to be reliable, the information has not been independently verified 

by DBS DIFC. 
 

Unless otherwise indicated, this communication does not constitute an "Offer of Securities to the Public" as defined 

under Article 12 of the Markets Law (DIFC Law No.1 of 2012) or an "Offer of a Unit of a Fund" as defined under Article 

19(2) of the Collective Investment Law (DIFC Law No.2 of 2010). 
 

The DFSA has no responsibility for reviewing or verifying this communication or any associated documents in 

connection with this investment and it is not subject to any form of regulation or approval by the DFSA. Accordingly, 

the DFSA has not approved this communication or any other associated documents in connection with this investment 

nor taken any steps to verify the information set out in this communication or any associated documents, and has no 

responsibility for them. The DFSA has not assessed the suitability of any investments to which the communication 

relates and, in respect of any Islamic investments (or other investments identified to be Shari'a compliant), neither we 

nor the DFSA has determined whether they are Shari'a compliant in any way. 
 

Any investments which this communication relates to may be illiquid and/or subject to restrictions on their resale. 

Prospective purchasers should conduct their own due diligence on any investments. If you do not understand the 

contents of this document you should consult an authorised financial adviser. 

 

United States This report was prepared by DBS HK.  DBSVUSA did not participate in its preparation.  The research analyst(s) named 

on this report are not registered as research analysts with FINRA and are not associated persons of DBSVUSA. The 

research analyst(s) are not subject to FINRA Rule 2241 restrictions on analyst compensation, communications with a 

subject company, public appearances and trading securities held by a research analyst. This report is being distributed 

in the United States by DBSVUSA, which accepts responsibility for its contents. This report may only be distributed to 

Major U.S. Institutional Investors (as defined in SEC Rule 15a-6) and to such other institutional investors and qualified 

persons as DBSVUSA may authorize.  Any U.S. person receiving this report who wishes to effect transactions in any 

securities referred to herein should contact DBSVUSA directly and not its affiliate. 

Other 

jurisdictions 

In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is intended only for qualified, 

professional, institutional or sophisticated investors as defined in the laws and regulations of such jurisdictions. 

DBS Bank (Hong Kong) Limited 

13 th Floor One Island East, 18 Westlands Road, Quarry Bay, Hong Kong 

Tel: (852) 3668-4181, Fax: (852) 2521-1812 

  

http://www.dbs.com/ae/our--network/default.page.
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