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Canvest Environmental Protection Gp Co Ltd --------------------- Maintain OUTPERFORM 
Acquisition of Laibin—the first 'upgrade' project outside the home market EPS: ◄► TP: ◄► 
Trina Chen / Research Analyst / 852 2101 7031 / trina.chen@credit-suisse.com 

● Canvest announced the 100% acquisition of Guangxi Laibin's 
waste-to-energy (WTE) plant for Rmb187 mn. This is the first 
'upgrade' project outside of its home market, Guangdong, and the 
start of its strategy to expand the 'upgrade' model nationwide.  

● Laibin is an operating WTE plant using fluidised bed technology 
with a capacity of 500t/day. Canvest is expected to upgrade it to a 
grate furnace plant and expand the existing capacity to 800t/day. 
A potential phase II of 700t/day is also under discussion. The 
treatment tariff is Rmb95/t (slightly better versus our 
expectations). The project is expected to start operating in 
2H16E–2017E.  

● Laibin's acquisition will take Canvest's YTD projects signed to 
2.8kt versus its FY target of 5kt/day (and our assumption), nearly 
doubling its current operating projects. We expect NP to grow by 
72% in 2015E and 83% in 2016E, driven by higher treatment 
volumes, partly offset by potential lower inland tariffs.  

● Trading at 18x 2016E PE (ex. BOT), Canvest remains 18–47% 
cheaper than peers. Maintain OUTPERFORM and TP of HK$6.5.  

Click here for detailed financials 
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Canvest announced the 100% acquisition of Guangxi Laibin waste-to-
energy (WTE) plant for Rmb187 mn (including Rmb113 mn of debt). 
This is the first 'upgrade' project outside its home market, Guangdong, 
and the start of its strategy to expand the 'upgrade' model nationwide. 

Currently, Guangxi Laibin is a fluidised bed project with treatment 
capacity of 500t/day. After acquisition, Canvest is expected to 
upgrade it to a grate furnace plant and expand capacity to 800t/day. A 
potential phase II of 700t/day is also under discussion with the local 
government. The current fluidised bed project has a high maintenance 
rate and is unable to treat all the collected waste and also waste from 
surrounding townships. It is estimated that Laibin city and the 
surrounding towns including Heshan, Wuxuan have a population of 
over 1 mn with waste generation of around 2,500t/day, which means 
that there is still room for expansion in the future.     

According to the company, the current treatment tariff is Rmb 95/t and 
the local waste heat content is 5–10% lower than Dongguan's. We 
estimate that, if the plant can reach 1,500t/day, EBITDA/capex will be 
13%, higher than the industry average for greenfield WTE projects.  

The Laibin upgrade is expected to start in 3Q–4Q15 and should start 
operating in 2H16E–2017E, pending government approval. It should 
only need 1.5 years from signing to operate, quicker than the 2–3 
years for a greenfield project. 

Figure 2: Key assumptions and financials—Canvest 

2013A 2014A 2015E 2016E 2017E

Capacity-total (yr end) kt/day 3.00       4.80       6.90       8.40       9.90       

Utilisation % 90% 75% 60% 93% 91%

Pwr gen/waste received KWh/t 471        431        410        411        401        

Tariff-treatment charge HK$/t 140        138        135        132        129        

Unit EBIT-WTE HK$/t 159        171        179        172        162        

Unit EBIT adj-WTE HK$/t 168        206        212        205        194        

NP HK$ mn 131 191 328 602 746

NP-operation HK$ mn 131 168 247 504 552

EPS HK$/sh 0.087     0.127     0.164     0.301     0.373     

EPS-ex BOT const HK$/sh 0.087     0.112     0.124     0.252     0.276     

% of operating profit % 100% 88% 75% 84% 74%

Net debt HK$ mn 332 (299) 374 192 473

Operating CF-rpt HK$ mn 221 202 (45) 182 (281)

Operating CF-ex BT/BOTHK$ mn 221 321 539 812 995

Free cash flow HK$ mn 12 (66) (674) 182 (281)

ROE-rpt % 29% 13% 13% 20% 21%

ROE-ex BOT % 29% 11% 10% 17% 15%

ROIC % 17% 11% 11% 17% 17%

ROIC-ex BOT % 17% 10% 9% 14% 12%

Gearing (D/(E+M)) % 44% -12% 14% 6% 12%  
Source: Company data, Credit Suisse estimates 

 

 

Bbg/RIC 1381 HK / 1381.HK 
Rating (prev. rating) O (O) [V] 
Shares outstanding (mn) 2,000.00 
Daily trad vol - 6m avg (mn) 8.0 
Daily trad val - 6m avg (US$ mn) 3.3 
Free float (%) 35.0 
Major shareholders CT Lai 
 

Price (26 May 15 , HK$) 4.64 
TP (prev. TP HK$) 6.50 (6.50)  
Est. pot. % chg. to TP 40 
52-wk range (HK$) 4.72 - 2.25 
Mkt cap (HK$/US$ mn) 9,280.0/ 1,197.2 
 

Performance  1M 3M 12M 

Absolute (%) 4.5 101.7 — 
Relative (%) 6.4 82.8 — 
 

Year 12/13A 12/14A 12/15E 12/16E 12/17E 

Revenue (HK$ mn) 390 794 1,305 1,884 2,802 
EBITDA (HK$ mn) 220 402 577 880 1,061 
Net profit (HK$ mn) 131.0 191.0 328.1 601.9 745.9 
EPS (HK$) 0.09 0.13 0.16 0.30 0.37 
- Change from prev. EPS (%) n.a. n.a. 0 0 0 
- Consensus EPS (HK$) n.a. n.a. 0.15 0.24 0.29 
EPS growth (%) 3.5 45.7 28.9 83.5 23.9 
P/E (x) 53.1 36.5 28.3 15.4 12.4 
Dividend yield (%) 0 0 0 0 0 
EV/EBITDA (x) 43.7 22.3 16.7 10.8 9.2 
P/B (x) 10.3 3.0 3.5 2.9 2.3 
ROE (%) 28.9 12.8 13.2 20.4 20.6 
Net debt(cash)/equity (%) 43.6 (12.4) 13.6 5.7 11.6 
 

Note 1: The company is a waste-to-energy (WTE) provider focused on the development, 
management and operation of WTE plants. Its WTE business involves in the processing of 
municipal solid waste (MSW) and selling of electricity 
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Companies Mentioned (Price as of 26-May-2015) 

Canvest Environmental Protection Gp Co Ltd (1381.HK, HK$4.64, OUTPERFORM[V], TP HK$6.5) 

 

Disclosure Appendix 

Important Global Disclosures  

I, Trina Chen, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and securities 
and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in this report. 

3-Year Price and Rating History for Canvest Environmental Protection Gp Co Ltd (1381.HK) 

 
1381.HK Closing Price Target Price    

Date (HK$) (HK$) Rating   

14-May-15 4.59 6.50 O *   

15-May-15 4.72 6.50 *   

* Asterisk signifies initiation or assumption of coverage. 
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The analyst(s) responsible for preparing this research report received Compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities 

As of December 10, 2012 Analysts’ stock rating are defined as follows: 

Outperform (O) : The stock’s total return is expected to outperform the relevant benchmark*over the next 12 months. 

Neutral (N) : The stock’s total return is expected to be in line with the relevant benchmark* over the next 12 months. 

Underperform (U) : The stock’s total return is expected to underperform the relevant benchmark* over the next 12 months. 

 *Relevant benchmark by region: As of 10th December 2012, Japanese ratings are based on a stock’s total return relative to the analyst's coverage universe which 
consists of all companies covered by the analyst within the relevant sector, with Outperforms representing the most attractiv e, Neutrals the less attractive, and 
Underperforms the least attractive investment opportunities. As of 2nd October 2012, U.S. and Canadian as well as European ra tings are based on a stock’s total return 
relative to the analyst's coverage universe which consists of all companies covered by the analyst within the relevant sector, with Outperforms representing the most 
attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. For Latin American  and non-Japan Asia stocks, ratings are based 
on a stock’s total return relative to the average total return of the relevant country or regional benchmark; prior to 2nd October 2 012 U.S. and Canadian ratings were 
based on (1) a stock’s absolute total return potential to its current share price and (2) the re lative attractiveness of a stock’s total return potential within an analyst’s 
coverage universe. For Australian and New Zealand stocks, the expected total return (ETR) calculation includes 12 -month rolling dividend yield. An Outperform rating is 
assigned where an ETR is greater than or equal to 7.5%; Underperform where an ETR less than or equal to 5%. A Neutral may be assigned w here the ETR is between -
5% and 15%. The overlapping rating range allows analysts to assign a rating that puts ETR in the context o f associated risks. Prior to 18 May 2015, ETR ranges for 
Outperform and Underperform ratings did not overlap with Neutral thresholds between 15% and 7.5%, which was in operation from  7 July 2011. 

Restricted (R) : In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 

Volatility Indicator [V] : A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 

Analysts’ sector weightings are distinct from analysts’ stock ratings and are based on the analyst’s expectations for the fundamentals and/or valuation of 
the sector* relative to the group’s historic fundamentals and/or valuation: 

Overweight : The analyst’s expectation for the sector’s fundamentals and/or valuation is favorable over the next 12 months. 

Market Weight : The analyst’s expectation for the sector’s fundamentals and/or valuation is neutral over the next 12 months. 

Underweight : The analyst’s expectation for the sector’s fundamentals and/or valuation is cautious over the next 12 months. 

 *An analyst’s coverage sector consists of all companies covered by the analyst within the relevant sector. An analyst may cover multiple sectors. 
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Credit Suisse's distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 

Rating Versus universe (%) Of which banking clients (%) 

Outperform/Buy* 42% (53% banking clients) 

Neutral/Hold* 39% (50% banking clients) 

Underperform/Sell* 16% (44% banking clients) 

Restricted 3%  

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond 
to Buy, Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are dete rmined on a relative basis. (Please refer to definitions above.) 
An investor's decision to buy or sell a security should be based on investment objectives, current holdings, and other indivi dual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the market 
that may have a material impact on the research views or opinions stated herein.  

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading. For more detail please refer to 
Credit Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research: http://www.csfb.com/research-and-
analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot be 
used, by any taxpayer for the purposes of avoiding any penalties. 

Price Target: (12 months) for Canvest Environmental Protection Gp Co Ltd (1381.HK) 

Method:  Our HK$6.50 target price for Canvest Environmental Protection Gp Co Ltd is based on a DCF (discounted cash flow) valuation, using a 
WACC (weighted average cost of capital) of 9.0% and terminal growth rate of 3.0%. 

Risk:  Risks that could impede achievement of our HK$6.50 target price for Canvest Environmental Protection Gp Co Ltd include: potential delay in 
new projects acquisitions, execution risk in plant upgrade projects, delay in waste treatment tariff collection, waste treatment tariff decline. 

Please refer to the firm's disclosure website at https://rave.credit-suisse.com/disclosures for the definitions of abbreviations typically used in the target 
price method and risk sections.  

See the Companies Mentioned section for full company names  

Important Regional Disclosures  

Singapore recipients should contact Credit Suisse AG, Singapore Branch for any matters arising from this research report. 

The analyst(s) involved in the preparation of this report have not visited the material operations of the subject company (1381.HK) within the past 12 
months 

Restrictions on certain Canadian securities are indicated by the following abbreviations: NVS--Non-Voting shares; RVS--Restricted Voting Shares; SVS-
-Subordinate Voting Shares. 

Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 

For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit https://www.credit-
suisse.com/sites/disclaimers-ib/en/canada-research-policy.html. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 

Commission is the commission rate or the amount agreed with a customer when setting up an account or at any time after that. 

To the extent this is a report authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important disclosures 
regarding any non-U.S. analyst contributors: The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with 
FINRA. The non-U.S. research analysts listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 
and NYSE Rule 472 restrictions on communications with a subject company, public appearances and trading securities held by a research analyst 
account. 

Credit Suisse (Hong Kong) Limited ......................................................................................................................................................... Trina Chen 

For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at https://rave.credit-
suisse.com/disclosures or call +1 (877) 291-2683.  
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