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VPower (1608 HK)

Myanmar project on track, high growth in sight

VPower formed JV with China National Technical Import & Export Corporation
(CNTIC) for developing three IBO projects with aggregate 900MW contract
capacity in Myanmar. Mgmt. expected those projects in Myanmar will commence
operation from 2Q20, and to ramp up to full output by Jul 2020. For COVID-19’s
impact, VPower is subject to only slight impact from employee return to Myanmar
project construction, and Sl assembly in China. Overall, we believe VPower’s
Southeast Asia focus will unleash its growth potential back by rapid increasing
power demand, and the Company is on track to deliver rapid earnings growth in
FY20/21E. Reiterate BUY.

B Co-developing Myanmar IBO market with powerful partner. VPower had
~10 years’ cooperation with CNTIC for EPC services. Backed by Chinese
government, CNTIC has strong financing capabilities and long-term project
experiences in various emerging market. With supports from CNTIC, the
Company is able to leverage limited resource to develop mega size project
scale in Myanmar. According to our estimate, those 900MW projects
represents 18.0% of Myanmar’s total power generating capacity. Together
with existing IBO project, VPower will be involved for more than 22% capacity
of Myanmar’s power supply.

B Project & pipeline update: largely on track. VPower signed another two
new projects in Sri Lanka, reaching about 100MW in the newly developed
market. Indonesia and Brazil projects may be subject to slight delay. For UK
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peak shaving units, mgmt. expected Doncaster-20.3MW will be put in
operation in 2H20, and the remaining 100MW + pipeline will likely shift to 2021
depends on Brexit progress. We expect VPower to have 150MW IBO capacity

3-mth -15.8% -15.1%
6-mth -8.0% -11.5%
12-mth -27.6% -21.9%

addition in 2020. Adding up 450MW attributable capacity from Myanmar, we
expect VPower to deliver significant IBO capacity growth in 2020.

B High earnings growth in FY20/21E. For FY19 earnings preview, we expect
VPower to deliver HK$249mn net profit, on track to our earnings rebound
outlook in 2H19. Based on more conservative project addition forecast, we
tune IBO capacity addition in 2020 from 190MW to 150MW. Our EPS outlooks
remain largely intact, and we expect VPower to deliver EPS growth at
65.8%/57.9% to HK$0.161/0.254 in FY20/21E respectively.

B Reiterate BUY. After share price correction, VPower is trading at only

13.3x/8.4x FY20/21E PER. The Company will release annual report on 30 Mar.

We expect share price to re-rate as mgmt. share more color for future
business expansion. Our TP is unchanged at HK$3.25, representing
FY20/21E PER of 20.2/12.8x.

Earnings Summary

(YE 31 Dec) FY17A FY18A FY19E FY20E FY21E
Revenue (HK$ mn) 1,746 2,421 2,636 3,397 4,153
YoY growth (%) 14.0% 38.6% 8.9% 28.9% 22.2%
Net income (HK$ mn) 332 213 249 412 651
EPS (HK$ cent) 12.99 8.36 9.71 16.11 25.44
YoY growth (%) 20.4 (35.6) 16.1 65.8 57.9
P/E (x) 17.7 275 22.0 13.3 8.4
P/B (x) 2.4 2.3 2.0 1.8 15
Yield (%) 1.4 0.8 11 1.8 2.8
ROE (%) 135 8.3 8.9 13.2 17.9
Net gearing (%) 7.7 123.2 125.3 97.9 91.2

Source: Company data, CMBIS estimates
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Related Reports

1. VPower (1608 HK) — “Resume
growth track from 2H19” — 5 Sep 2019
2. VPower (1608 HK) — “Earnings
growth to release with IBO capacity” —
1 Apr 2019
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Figure 1: VPower’s project list update

Project Capacity Remark
MW
IBO project in operation
Indonesia
Teluk Lembu | 20.3
Teluk Lembu I 65.8 In process of contract renewal
Jambi 56.4
Medan 54
Rengat 20.3
Subtotal 216.8
Myanmar
Kyauk Phyu | 49.9
Kyauk Phyu I 49.9
Myingyan | 149.8
Myingyan Il 109.7 COD: Feb, 2019
Yangon 4.7 COD: Mar, 2019
Thaketa 400 COD: 1H20, 5-yr, minority shareholder
Thanlyin 350 COD: 1H20, 5-yr, minority shareholder
Kyauk Phyu 150 COD: 1H20, 5-yr, minority shareholder
Kyun Chaung 20 COD: 1H20, 5-yr, fully consolidate
Subtotal 1284
Peru
Iquitos 79.8
China
Shandong - Biogas | 8.2
Shandong - Biogas |l 6.2 Still in trial running phase for testing biogas source
Subtotal 14.4
Sri Lanka
Hambantota 28.1 6-month contract, on renewal basis
Horana 26.8 6-month contract, on renewal basis
2 new project 38.8 COD: Feb 2020, 6-month contract, on renewal basis
Subtotal 93.7
Total 1688.7
IBO project pipeline
Indonesia
Dumai 18.7 Commence operation in Mar 2020
Brazil
Amazonas State 70.3 Target COD: by phases in Sep, Oct, Dec, 2019
UK
Doncaster 20.3 Commence opeartion in 2H20
UK others 132 Depends on Brexit status, likely 2021
Subtotal 152.3
China
Shandong-Biogas |lI 12.4 Wait until Shandong - Biogas Il get mature
Total 253.7

Source: Company data, CMBIS estimates
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Figure 2: Kyauk Phyu Project bird view, Myanmar

Source: CNTIC

Figure 3: Earnings revision

Oold New Change (%)

2019 2020 2021 2019 2020 2021 2019 2020
IBO capacity addition (MW) 226 190 190 226 150 190 0.0% -21.1% 0.0%
Revenue (HKD mn) 2,636 3,406 4,197 2,636 3,397 4,153 0.0% -0.3% -1.1%
Net Income (HKD mn) 249 412 659 249 412 651 0.0% 0.0% -1.2%
EPS (HKD cent) 9.7 16.1 25.7 9.7 16.1 25.4 0.0% 0.0% -1.2%

Source: Company data, CMBIS estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 3



27 Feb 2020

Financial Summary

Income statement

Cash flow summary

YE 31Dec (HK$ mn) FY17A FY18A FY19E FY20E FY21E YE 31 Dec (HK$ mn) FY17A FY18A FY19E FY20E FY21E
Revenue 1,746 2,421 2,636 3,397 4,153 Profit before tax 357 231 285 473 748
Sl 1,183 1,579 1,407 1,520 1,641 Depreciation and amortization 168 200 271 340 401
IBO 563 842 1,229 1,878 2,511 Change in working capital (590) (1,521) (130) (439) (382)

Cost of sales (1,169) (1,714) (1,774) (2,387) (2,903) Income tax paid (23) (26) (33) (62) (97)

Gross profit 577 707 862 1,011 1,250 Others 3 (46) 4) 15 17
Operating cash flow (85) (1,162) 390 327 686

Selling expense (29) (26) (31) (33) (36)

Admin expense (205) (273) (285) (306) (353) Capex (407) (1,735) (999) 120 (849)

Other income and gains 190 40 13 15 18 Others (84) 90 - - -

Other operating expenses (99) (32) (34) (44) (54) Investment cash flow (491) (1,645) (999) 120 (849)

Share profit - 6 11 103 191

EBIT 434 422 536 746 1,016 Equity raised (29) 9) - - -
Change of debts 350 2,361 598 862 208

Finance costs (77) (191) (251) (272) (267) Dividend paid (103) (83) (36) (75) (122)

Pre-tax profit 357 231 285 473 748 Others 0) - - - -
Financing cash flow 217 2,315 554 788 88

Profit tax (26) (30) 37) (62) 97)

Minority interests @) 12) 1 1 1 Net change in cash (359) (492) (55) 1,235 (75)

Net profit 332 213 249 412 651 Cash at the beginning 1,392 1,033 541 487 1,722
FX change - - - - -
Cash at the end 1,033 541 487 1,722 1,647
Cash at balance sheet 1,034 541 487 1,722 1,647

Balance sheet Key ratios

YE 31 Dec (HK$ mn) FY17A FY18A FY19E FY20E FY21E YE 31 Dec FY17A FY18A FY19E FY20E FY21E

Non-current assets 2,803 2,947 4,094 45591 5,039 Sales mix (%)

Fixed assets 2,189 1,812 2,528 3,010 3,442 SI 67.7 652 534 447 395

Investment property - 25 25 25 25 IBO 323 348 46.6 55.3 60.5

Deposits & receivables 609 164 593 593 593 Total 100.0 100.0 100.0 100.0 100.0

Deferred tax assets 5 15 6 6 6

Others - 931 942 958 973 Growth (%)
Revenue 14.0 38.6 8.9 28.9 22.2

Current assets 3,123 4,447 4,378 5324 5,861 Gross profit 159 225 220 173 237

Cash and cash equivalents 1,034 541 487 1,722 1,647 EBIT 349 (28) 270 39.0 36.2

Pledged deposits 166 48 376 435 443 Net profit 495 (357) 166 658 579

Restricted cash - 81 81 81 81

Inventories 712 1,249 923 1,189 1,454 Profit & loss ratios (%)

Trade and bills receivables 781 1,071 1,183 1,525 1,864 Gross margin 33.0 29.2 327 297 301

Others 431 1,455 1,329 372 372 Pre-tax margin 20.5 95 108 139 18.0
Net margin 19.0 8.8 9.4 121 157

Current liabilities 2,290 3,288 2,226 2,452 2,630 Effective tax rate 7.3 13.0 13.0 13.0 13.0

Short-term borrowings 532 2,384 1,200 1,250 1,250

Trade payables 904 395 422 456 492 Balance sheet ratios

Other payables and accruals 832 493 563 696 828 Current ratio (x) 14 14 2.0 2.2 2.2

Tax payable 18 6 26 30 34 Debtors turnover days 155.6 139.6 156.1 1455 148.9

Other current liabilities 4 3 9 14 19 Creditors turnover days 247.1 64.0 106.5 62.7 56.8
Inventory turnover days 196.4 208.9 2234 1615 166.2

Non-current liabilities 1,176 1,490 3,426 4,305 4,581 Netdebt/total equity ratio (%) 7.7 1232 1253 97.9 91.2

Long-term borrowings 857 585 3,148 3,959 4,167

Deferred tax liabilities 6 20 15 15 15 Returns (%)

Other long term liabilities 313 105 263 331 399 ROE 135 8.3 89 132 178
ROA 5.6 2.9 2.9 4.1 6.0

Minority Interest Q) 46 38 40 42

Shareholders' equity 2,461 2,570 2,782 3,118 3,646 Per share
EPS (HK$, cent) 13.0 8.3 9.7 161 254

Total Equity 2,461 2,616 2,820 3,158 3,688 DPS (HK$, cent) 3.2 2.0 2.3 3.9 6.1
BVPS (HK$) 096 1.00 109 122 142

Source: Company data, CMBIS estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 4
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Disclosures & Disclaimers

Analyst Certification

The research analyst who is primary responsible for the content of this research report, in whole or in part, certifies that with respect to the securities
or issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about the subject securities
or issuer; and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific views expressed by that analyst
in this report.

Besides, the analyst confirms that neither the analyst nor his/her associates (as defined in the code of conduct issued by The Hong Kong Securities
and Futures Commission) (1) have dealt in or traded in the stock(s) covered in this research report within 30 calendar days prior to the date of issue
of this report; (2) will deal in or trade in the stock(s) covered in this research report 3 business days after the date of issue of this report; (3) serve
as an officer of any of the Hong Kong listed companies covered in this report; and (4) have any financial interests in the Hong Kong listed companies
covered in this report.

CMBIS Ratings

BUY : Stock with potential return of over 15% over next 12 months

HOLD : Stock with potential return of +15% to -10% over next 12 months

SELL : Stock with potential loss of over 10% over next 12 months

NOT RATED : Stock is not rated by CMBIS

OUTPERFORM : Industry expected to outperform the relevant broad market benchmark over next 12 months
MARKET-PERFORM : Industry expected to perform in-line with the relevant broad market benchmark over next 12 months
UNDERPERFORM : Industry expected to underperform the relevant broad market benchmark over next 12 months

CMB International Securities Limited

Address: 45/F, Champion Tower, 3 Garden Road, Hong Kong, Tel: (852) 3900 0888 Fax: (852) 3900 0800

CMB International Securities Limited (“CMBIS”) is a wholly owned subsidiary of CMB International Capital Corporation Limited (a wholly owned subsidiary
of China Merchants Bank)

Important Disclosures

There are risks involved in transacting in any securities. The information contained in this report may not be suitable for the purposes of all investors.
CMBIS does not provide individually tailored investment advice. This report has been prepared without regard to the individual investment objectives,
financial position or special requirements. Past performance has no indication of future performance, and actual events may differ materially from
that which is contained in the report. The value of, and returns from, any investments are uncertain and are not guaranteed and may fluctuate as a
result of their dependence on the performance of underlying assets or other variable market factors. CMBIS recommends that investors should
independently evaluate particular investments and strategies, and encourages investors to consult with a professional financial advisor in order to
make their own investment decisions.

This report or any information contained herein, have been prepared by the CMBIS, solely for the purpose of supplying information to the clients of
CMBIS or its affiliate(s) to whom it is distributed. This report is not and should not be construed as an offer or solicitation to buy or sell any security
or any interest in securities or enter into any transaction. Neither CMBIS nor any of its affiliates, shareholders, agents, consultants, directors, officers
or employees shall be liable for any loss, damage or expense whatsoever, whether direct or consequential, incurred in relying on the information
contained in this report. Anyone making use of the information contained in this report does so entirely at their own risk.

The information and contents contained in this report are based on the analyses and interpretations of information believed to be publicly available
and reliable. CMBIS has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness.
CMBIS provides the information, advices and forecasts on an "AS IS" basis. The information and contents are subject to change without notice.
CMBIS may issue other publications having information and/ or conclusions different from this report. These publications reflect different assumption,
point-of-view and analytical methods when compiling. CMBIS may make investment decisions or take proprietary positions that are inconsistent
with the recommendations or views in this report.

CMBIS may have a position, make markets or act as principal or engage in transactions in securities of companies referred to in this report for itself
and/or on behalf of its clients from time to time. Investors should assume that CMBIS does or seeks to have investment banking or other business
relationships with the companies in this report. As a result, recipients should be aware that CMBIS may have a conflict of interest that could affect
the objectivity of this report and CMBIS will not assume any responsibility in respect thereof. This report is for the use of intended recipients only
and this publication, may not be reproduced, reprinted, sold, redistributed or published in whole or in part for any purpose without prior written
consent of CMBIS.

Additional information on recommended securities is available upon request.

For recipients of this document in the United Kingdom

This report has been provided only to persons (l)falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion)
Order 2005 (as amended from time to time)(“The Order”) or (Il) are persons falling within Article 49(2) (a) to (d) (“High Net Worth Companies,
Unincorporated Associations, etc.,) of the Order, and may not be provided to any other person without the prior written consent of CMBIS.

For recipients of this document in the United States

This report is intended for distribution in the United States to "major US institutional investors", as defined in Rule 15a-6 under the US, Securities
Exchange Act of 1934, and may not be furnished to any other person in the United States. Each major US institutional investor that receives a copy
of this research report by its acceptance hereof represents and agrees that it shall not distribute or provide this research report to any other person.

For recipients of this document in Singapore

This report is distributed in Singapore by CMBI (Singapore) Pte. Limited (CMBISG) (Company Regn. No. 201731928D), an Exempt Financial Adviser
as defined in the Financial Advisers Act (Cap. 110) of Singapore and regulated by the Monetary Authority of Singapore. CMBISG 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, as defined in the Securities and Futures Act (Cap. 289) of Singapore, CMBISG accepts legal responsibility for the contents
of the report to such persons only to the extent required by law. Singapore recipients should contact CMBISG at +65 6350 4400 for matters arising
from, or in connection with the report.
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