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 Financial summary and valuation 
 2012 2013 2014E 2015E 2016E 

Revenue (Rmbm) 133,966.66 133,832.87 124676.40  139374.38  146188.01  
YoY (%) 0.41                 (0.10) (6.84) 11.79  4.89  
Net income  (Rmbm) 6,366.42 12,900.02 12806.12  15104.85  16458.08  
YoY (%) 439.07               102.63               (0.73) 17.95  8.96  
EPS (Rmb) 0.39                 0.74                 0.75  0.88  0.92  
Diluted EPS (Rmb) 0.39                 0.74                 0.75  0.88  0.92  
ROE (%) 9.65                 17.16                16.17  17.94  18.41  
Debt/asset (%) 74.54                71.33                69.59  67.90  66.44  
Dividend Yield (%) 2.82                 5.10                 5.19  6.12  6.43  
PE (x) 18.98                10.04                9.64  8.17  7.78  
PB (x) 1.59                 1.39                 1.31  1.24  1.18  
EV/Ebitda (x) 6.21                 5.35                 5.33  5.30  4.90  
Note: Diluted EPS is calculated as if all outstanding convertible securities, such as convertible preferred shares, convertible 
debentures, stock options and warrants, were exercised.  
 

  

投资要点： 

电价调整幅度可能为每兆瓦时 20 元，调价幅度相当于目前上网电价每兆瓦时

385 元的 5.2%。调价幅度好于市场预期的 30 元，但低于我们预计的 3 元每兆瓦

时。调价预计于 4 月份实施。 

此次调价的依据或是煤电联动。发改委可能将此作为电力市场化改革中电价定价

过渡性方案。我们预计此次调价将使得电力公司的毛利下降，之后煤价的波动将

导致电价的调整使毛利保持平稳。然而毛利已在此次调价前触顶。 

资产注入将放缓。电价调整将影响母公司电厂的盈利能力从而放缓资产注入的节

奏放缓。截止14年底母公司运营75GW装机。依据13年的财报其经营净利率在

5.5%，大幅低于华能国际9.6%的净利率水平。电价调整将使得母公司一部分机组

的盈利下降至不适合注入的水平。 

我们在模型中反映4月每兆瓦时20元的电价调整，并下调未来3年资产注入的规

模。我们预计3年装机的复合增长率将较我们之前预测的10.8%下降至7.9%，约合

每年新增装机3GW（之前预测7GW）。我们维持14年净利润128亿元不变，下调

15/16 年净利润分别至 151 亿元 /165 亿元。我们预计 14-16 年 EPS 分别为

Rmb0.75/0.88/0.92。我们下调目标价至HK$9.47。基于仅4.5%的上涨空间，我们

下调评级至中性。 

 

 

The company does not hold any equities or 
derivatives of the listed company 
mentioned in this report (“target”), but then 
we shall provide financial advisory services 
subject to the relevant laws and 
regulations. Any affiliates of the company 
may hold equities of the target, which may 
exceed 1 percent of issued shares subject 
to the relevant laws and regulations. The 
company may also provide investment 
banking services to the target. The 
Company fulfills its duty of disclosure within 
its sphere of knowledge. The clients may 
contact compliance@swsresearch.com for 
relevant disclosure materials or log into 
www.swsresearch.com under disclosure 
column for further information. The clients 
shall have a comprehensive understanding 
of the disclosure and disclaimer upon the 
last page. 
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Investment Highlights: 

Tariff cuts ahead. The conditions for a coal-fired power tariff cut under the National 
Development and Reform Commission’s (NDRC) on-grid tariff pricing mechanism, 
suggest a cut of c.Rmb20/MWh (5.2% of current on-grid tariff of Rmb385/MWh) is 
possible starting April 2015. Such a cut would still be far lower than market 
expectations of a Rmb30/MWh cut, but more severe than our initial expectation of a 
Rmb3/MWh. 

Margin peak. We expect the NDRC to return to its coal/power price linkage 
mechanism, under which it adjusts on-grid tariffs when coal prices move 
significantly. This will likely reduce margins among independent power producers 
(IPPs), although future fluctuations in coal prices will likely be matched by 
concomitant adjustments to on-grid tariffs, implying that IPP margins may have 
peaked.  

Assets injection may slow. In addition to the likely direct impact on Huaneng’s 
earnings, we expect the cuts to reduce the profitability of Huaneng Power parent 
China Huaneng Group Corp’s non-listed power assets (c.75GW of capacity by end-
2014). These assets operated at a net margin of 5.5% in 2013, vs the listed 
Huaneng’s 9.6% margin in the same period. Too low profitability at some of 
Huaneng Group’s assets following the cuts may disqualify the assets from being 
injected into the listed company.  

Downgrade EPS, Rec to Hold. We adjust our model for Huaneng Power to assume a 
Rmb20/MWh cut starting April, and roll back our capacity growth forecast for the 
company on the assumption of a slower pace of asset injection in the coming three 
years. We forecast capacity to grow at a three-year Cagr of 7.9% with an annual 
asset injection of 3GW of capacity (previously we forecast 7GW of capacity injected 
annually, translating to a three-year Cagr of 10.8%). We maintain our EPS forecast 
for 14E at Rmb0.75 (+13.5% YoY) but lower our forecasts from Rmb1.07 to Rmb0.88 
(+17.3% YoY) in 15E and from Rmb1.27 to Rmb0.92 (+4.5% YoY) in 16E. We lower 
our DCF-based target price from HK$13.64 to HK$9.47. With 4.5% upside, we 
downgrade our rating from BUY to Hold. 
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The conditions for a coal-fired power tariff cut under the National Development and 
Reform Commission’s (NDRC) on-grid tariff pricing mechanism, suggest a cut of 
c.Rmb20/MWh (5.2% of current on-grid tariff of Rmb385/MWh) is possible starting 
April 2015. Such a cut would still be far lower than market expectations of a 
Rmb30/MWh cut, but more severe than our initial expectation of a Rmb3/MWh. 

Fig 1: On grid tariff cuts may be Rmb20/MWh 
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Source: SWS Research 

We expect the NDRC to return to its coal/power price linkage mechanism, under 
which it adjusts on-grid tariffs when coal prices move significantly. This will likely 
reduce margins among independent power producers (IPPs), although future 
fluctuations in coal prices will likely be matched by concomitant adjustments to on-
grid tariffs, implying that IPP margins may have peaked.  

In addition to the likely direct impact on Huaneng’s earnings, we expect the cuts to 
reduce the profitability of Huaneng Power parent China Huaneng Group Corp’s non-
listed power assets (c.75GW of capacity by end-2014). These assets operated at a 
net margin of 5.5% in 2013, vs the listed Huaneng’s 9.6% margin in the same period. 
Too low profitability at some of Huaneng Group’s assets following the cuts may 
disqualify the assets from being injected into the listed company.  

Fig 2: Parentco operates 75GW capacity by 2014   Fig 3: HPI profitability is much higher than assets from 
parentco. 
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Source: Company data, SWS Research Source: Company data, SWS Research 

We adjust our model for Huaneng Power to assume a Rmb20/MWh cut starting 
April, and roll back our capacity growth forecast for the company on the assumption 
of a slower pace of asset injection in the coming three years. We forecast capacity to 
grow at a three-year Cagr of 7.9% with an annual asset injection of 3GW of capacity 
(previously we forecast 7GW of capacity injected annually, translating to a three-
year Cagr of 10.8%). We maintain our EPS forecast for 14E at Rmb0.75 (+13.5% YoY) 
but lower our forecasts from Rmb1.07 to Rmb0.88 (+17.3% YoY) in 15E and from 
Rmb1.27 to Rmb0.92 (+4.5% YoY) in 16E. We lower our DCF-based target price from 
HK$13.64 to HK$9.47. With 4.5% upside, we downgrade our rating from BUY to Hold. 
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APPENDIX 

Consolidated Cash Flow Statement    
Rmbm 2012 2013 2014E 2015E 2016E 

Profit Before Taxation 8,877  17,423  17,543  20,692  22,545  
Depr And Amortisation 11,256  11,546  12,230  13,282  14,154  
Finance Cost 8,897  7,787  7,647  6,860  6,445  
Losses From Investments 1  6  0  0  0  
Change In Working Capital -176  6,778  -1,694  -1,153  -234  
Others -1,928  -3,308  -5,458  -6,121  -6,650  
CF From Operating Activities 26,928  40,239  30,267  33,560  36,260  
Capex 15,475  17,691  13,923  15,564  16,325  
Other CF From Investing 
Activities 165  -1,363  -9,200  0  0  
CF From Investing Activities -15,310  -19,054  -23,123  -15,564  -16,325  
Equity Financing 665  868  0  0  0  
Net Change In Liabilities -681  -10,918  -3,009  -3,072  -2,982  
Dividend And Interest Paid -10,105  -11,782  -12,988  -12,238  -12,789  
Other CF From Financing 
Activities 304  232  0  0  0  
CF From Financing Activities -9,817  -22,240  -15,997  -15,310  -15,770  
Net Cash Flow 1,953  -1,164  -8,853  2,685  4,164  
FCFF 46,163  64,790  53,383  60,125  64,620  

FCFE 36,585  46,085  42,727  50,193  55,194  

 
 

Consolidated Income Statement    
Rmbm 2012 2013 2014E 2015E 2016E 

Revenue 133,967 133,833 124,676 139,374 146,188 

Power and heat sale 131,937 133,833 124,676 139,374 146,188 

Other 2,030 0 0 0 0 

Cost of Sales 83,027 74,852 65,284 73,428 75,765 

Power and heat sale 81,367 73,355 63,978 71,960 74,250 

Other 1,661 1,497 1,306 1,469 1,515 

Gross Profit 50,939 58,981 59,392 65,946 70,423 

Other Income 984 1,005 1,142 847 843 

Ebitda 37,194 43,239 44064  46987  48887  

Ebit 17,098 24,252 24,188 26,845 28,288 

Finance Costs -9,064 -7,693 -7,647 -6,860 -6,445 

Profit Before Tax 8,877 17,423 17,543 20,692 22,545 

Income Tax Expense -2,510 -4,523 -4,737 -5,587 -6,087 

Minority Interests 854 2,474 2,049 2,417 3,127 

Profit for the Year 6,366 12,900 12,806 15,105 16,458 
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Consolidated Balance Sheet    
Rmbm 2012 2013 2014E 2015E 2016E 

Current Assets 36,086  33,629  23,755  27,351  33,450  

Bank Balances And Cash 10,624  9,433  489  3,174  7,338  

Trade And Other Receivables 15,300  15,562  15,511  15,843  17,134  

Inventories 7,022  6,469  5,755  5,694  6,124  

Other Current Assets 3,139  2,165  2,001  2,641  2,856  

Long Term Investment 17,650  19,790  20,687  17,510  15,159  

PPE 177,014  181,415  192,817  195,099  197,271  

Intangible And Other Assets 28,351  27,398  23,138  22,300  20,516  

Total Assets 259,100  262,233  260,397  262,260  266,396  

Current Liabilities 189,044  183,219  177,593  174,460  173,380  

Borrowings 167,398  155,800  152,791  149,718  146,737  

Trade And Other Payables 19,993  25,321  22,790  22,548  24,249  

Other Current Liabilities 1,653  2,098  2,013  2,194  2,393  

Long Term Liabilities 4,096  3,821  3,605  3,605  3,605  

Total Liabilities 193,140  187,040  181,198  178,065  176,984  

Minority Interests 9,830  12,742  14,791  17,208  20,335  

Shareholder Equity 0  0  0  0  0  

Share Capital 14,055  14,055  14,055  14,055  14,055  

Reserves 24,769  23,615  24,850  25,276  25,709  

Equity Attributable 17,306  24,780  25,401  26,967  27,907  

Total Liabilities And Equity 259,100  262,233  260,296  261,571  264,991  
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Key Financial Ratios         
   2012 2013 2014E 2015E 2016E 

Ratios per share (Rmb)      

Earnings per share 0.39  0.74  0.75  0.88  0.92  
Operating CF Per Share 1.92  2.86  2.10  2.33  2.51  
Dividend Per Share 0.21  0.38  0.37  0.44  0.46  
Key Operating Ratios (%)      
Net Assets Per Share 4.69  5.35  5.49  5.79  6.10  
ROIC 14.6  18.7  18.9  20.4  21.7  
ROE 9.7  17.2  16.2  18.1  18.7  
Gross Margin 38.0  44.1  47.6  47.3  48.2  
Ebitda Margin 35.9  40.6  45.0  43.1  43.0  
Ebit Margin 20.9  26.5  29.1  28.7  28.9  
Growth Rate Of Revenue 0.4  -0.1  -6.8  11.8  4.9  
Growth Rate Of Profit 439.1  102.6  -0.7  18.0  9.0  
Debt To Asset Ratio 74.5  71.3  69.6  67.9  66.4  
Turnover Rate Of Net Assets 203.1  178.0  157.4  165.5  163.5  
Turnover Rate Of Total 
Assets 51.7  51.0  47.9  53.1  54.9  
Effective Tax Rate 9.0  12.8  13.1  14.0  14.4  
Dividend Yield 2.91  5.27  5.19  6.12  6.43  
Valuation Ratios (x)      
PE 18.4  9.7  9.6  8.2  7.8  
PB 1.5  1.3  1.3  1.2  1.2  
EV Sale 2.2  2.1  2.4  2.1  2.0  
EV/Ebitda 6.1  5.3  5.3  4.9  4.6  
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Information Disclosure 
The views expressed in this report accurately reflect the personal views of the analyst.  The analyst declares that neither he/she nor his/her associate 
serves as an officer of nor has any financial interests in relation to the listed corporation reviewed by the analyst.  None of the listed corporations reviewed 
or any third party has provided or agreed to provide any compensation or other benefits in connection with this report to any of the analyst, the Company 
or the group company(ies).  A group company(ies) of the Company confirm that they, whether individually or as a group (i) are not involved in any market 
making activities for any of the listed corporation reviewed; or (ii) do not have any individual employed by or associated with any group company(ies) of 
the Company serving as an officer of any of the listed corporation reviewed; or (iii) do not have any financial interest in relation to the listed corporation 
reviewed or (iv) do not, presently or within the last 12 months, have any investment banking relationship with the listed corporation reviewed. 
 
Undertakings of the Analyst 
I (We) am (are) conferred the Professional Quality of Securities Investment Consulting Industry by the Securities Association of China and have registered 
as the Securities Analyst. I hereby issue this report independently and objectively with due diligence, professional and prudent research methods and only 
legitimate information is used in this report. I am also responsible for the content and opinions of this report. I have never been, am not, and will not be 
compensated directly or indirectly in any form for the specific recommendations or opinions herein.  
Disclosure with respect to the Company 
The company is a subsidiary of Shenwan Hongyuan Securities.  The company is a qualified securities investment consulting institute approved by China 
Securities Regulatory Commission with the code number ZX0065. 
Releasing securities research reports is the basic form of the securities investment consulting services. The company may analyze the values or market 
trends of securities and related products or other relevant affecting factors, provide investment analysis advice on securities valuation/ investment rating, 
etc. by issuing securities research reports solely to its clients. 
The Company fulfills its duty of disclosure within its sphere of knowledge.  The clients may contact compliance@swsresearch.com for the relevant 
disclosure materials or log into www.swsresearch.com for the analysts' qualifications，the arrangement of the quiet period and the affiliates’ 
shareholdings. 
 
Introduction of Share Investment Rating 
Security Investment Rating： 
When measuring the difference between the markup of the security and that of the market’s benchmark within six months after the release of this report, 
we define the terms as follows:  
Trading BUY: Share price performance is expected to generate more than 20% upside over a 6-month period. 
BUY: Share price performance is expected to generate more than 20% upside over a 12-month period. 
Outperform: Share price performance is expected to generate between 10-20% upside over a 12-month period. 
Hold: Share price performance is expected to generate between 10% downside to 10% upside over a 12-month period. 
Underperform: Share price performance is expected to generate between 10-20% downside over a 12-month period. 
SELL: Share price performance is expected to generate more than 20% downside over a 12-month period. 
Industry Investment Rating: 
When measuring the difference between the markup of the industry index and that of the market’s benchmark within six months after the release of the 
report, we define the terms as follows:  
Overweight：Industry performs better than that of the whole market； 
Equal weight： Industry performs about the same as that of the whole market； 
Underweight：Industry performs worse than that of the whole market. 
 
We would like to remind you that different security research institutions adopt different rating terminologies and rating standards. We adopt the relative 
rating method to recommend the relative weightings of investment. The clients’ decisions to buy or sell securities shall be based on their actual situation, 
such as their portfolio structures and other necessary factors. The clients shall read through the whole report so as to obtain the complete opinions and 
information and shall not rely solely on the investment ratings to reach a conclusion. The Company employs its own industry classification system. The 
industry classification is available at our sales personnel if you are interested. 
HSCEI is the benchmark employed in this report. 
 
Disclaimer 
This report is to be used solely by the clients of SWS Research Co., Ltd. ( subsidiary of Shenwan Hongyuan Securities, hereinafter referred to as the 
“Company”). The Company will not deem any other person as its client notwithstanding his receipt of this report. 
This report is based on public information, however, the authenticity, accuracy or completeness of such information is not warranted by the Company. The 
materials, tools, opinions and speculations contained herein are for the clients’ reference only, and are not to be regarded or deemed as an invitation for 
the sale or purchase of any security or other investment instruments.  
The clients understand that the text message reminder and telephone recommendation are no more than a brief communication of the research opinions, 
which are subject to the complete report released on the Company’s website (http://www.swsresearch.com).  The clients may ask for follow-up 
explanations if they so wish. 
The materials, opinions and estimates contained herein only reflect the judgment of the Company on the day this report is released.  The prices, values and 
investment returns of the securities or investment instruments referred to herein may fluctuate.  At different periods, the Company may release reports 
which are inconsistent with the materials, opinions and estimates contained herein.  
Save and except as otherwise stipulated in this report, the contactor upon the first page of the report only acts as the liaison who shall not provide any 
consulting services.  
The clients shall consider the Company’s possible conflict of interests which may affect the objectivity of this report, and shall not base their investment 
decisions solely on this report. The clients should make investment decisions independently and solely at your own risk. Please be reminded that in any 
event, the company will not share gains or losses of any securities investment with the clients. Whether written or oral, any commitment to share gains or 
losses of securities investment is invalid. The investment and services referred to herein may not be suitable for certain clients and shall not constitute 
personal advice for individual clients.  The Company does not ensure that this report fully takes into consideration of the particular investment objectives, 
financial situations or needs of individual clients. The Company strongly suggests the clients to consider themselves whether the opinions or suggestions 
herein are suitable for the clients’ particular situations; and to consult an independent investment consultant if necessary. 
Under no circumstances shall the information contained herein or the opinions expressed herein forms an investment recommendation to anyone. Under 
no circumstances shall the Company be held responsible for any loss caused by the use of any contents herein by anyone. Please be particularly cautious to 
the risks and exposures of the market via investment. 
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Independent investment consultant should be consulted before any investment decision is rendered based on this report or at any request of explanation 
for this report where the receiver of this report is not a client of the Company. 
The Company possesses all copyrights of this report which shall be treated as non-public information. The Company reserves all rights related to this 
report. Unless otherwise indicated in writing, all the copyrights of all the materials herein belong to the Company.  In the absence of any prior 
authorization by the Company in writing, no part of this report shall be copied, photocopied, replicated or redistributed to any other person in any form by 
any means, or be used in any other ways which will infringe upon the copyrights of the Company. All the trademarks, service marks and marks used herein 
are trademarks, service marks or marks of the Company, and no one shall have the right to use them at any circumstances without the prior consent of the 
Company. 
This report may be translated into different languages. The Company does not warrant that the translations are free from errors or discrepancies. 
This report is for distribution in Hong Kong only to persons who fall within the definition of professional investors whether under the Securities and 
Futures Ordinance (Chapter 571 of the laws of Hong Kong) (the “SFO”) or the Securities and Futures (Professional Investor) Rules (Chapter 571D of the 
laws of the Hong Kong under the SFO). 
This report is for distribution in the United Kingdom only to persons who (i) have professional experience in matters relating to investments falling within 
Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) order 2001 (as amended) (the “Order”) or (ii) are persons falling 
within Article 49(2)(a) to (d) (“High Net Worth Companies, Unincorporated Associations, etc”) of the Order (All such persons together being referred to as 
“Relevant Persons”).  This document is directed only at Relevant Persons.  Other Persons who are not Relevant Persons must not act or rely upon this 
document or any of its contents. 
 
 
Disclaimer  
This report was prepared, approved, published and distributed by the SWS Research Co., Ltd ( subsidiary of Shenwan Hongyuan Securities ) located 
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