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China Solar Sector

Brace for a potential demand shock MARKET PERFORM
(Maintain)

As WHO declared COVID-19 pandemic, we think fundamentals of PV demand China Solar Sector

will likely suffer impacts in overseas and China markets. We cut our global PV o

installation outlook by 13.7% from 145GW to 125GW in 2020. Our concerns shift AL AED
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from supply disruption to a demand shock in several major PV market, including robinxiao@cmbi.com.hk

Europe, US, Japan, Korea, and India. Based on preliminary estimates, we expect
2 months’ installation stall in those key markets will lead to ~7% demand loss.
Moreover, we also trim our PV installation outlook in China from 45GW to
34.5GW. We think price war will come soon with a start from module in April.

B Brace for potential demand shock. After supply disruption of ~1.5 months
from China, we are now foreseeing impacts from the demand side due to virus
outbreak. We expect major PV market including Europe, US, Korea, Japan
and India with aggregate demand of 59.4GW, accounting for 41.0% of our
previous global demand projection, is facing risks of construction stall, as
infection figures rise quickly. Based on a 2-month lockdown assumption, we
expect major overseas market may have demand loss of 9.9GW in Apr — Jun.
(See demand loss assessment in Figure 1)

B Trim China PV installation outlook to 34.5GW. NEA’'s PV development
policy in 2020 released on 10 Mar largely follows the rules set up in 2019, but
tariffing bidding submission deadline is set unexpected late at 15 Jun, only 15
days earlier than 2019. We see high uncertainties from postponed grid-parity
projects and new tariff bidding project in 2020, as we believe developers may
need longer time to prepare for those projects. We also expect tariff cutoff
timeline will be extend by one quarter to 30 Jun/30 Sep in 2020. As such, we
cut our China PV installation outlook from 45GW to 34.5GW (see est. break
down in Figure 2).

B Cut global PV installation outlook by 13.7% to 125GW. Our forecast is
more conservative comparing with peers (130-140GW), implying only 4.2%
demand growth in 2020. Since major manufacturers in the supply chain has
more than 15% supply capacity growth in 2020, we expect price war will come
earlier in April, and we had observed pricing slash in the recent tender.

B Not yet time to bottom fish. After panic sell-off, solar names have share price
largely return to year begin level. We believe market has not yet priced in the
potential demand shock. We expect price war will be a trigger for market
reshuffle earlier than expected based on financial health and technology
selection (e.g. 166mm vs. 210mm, and PERC vs. HJT). We suggest to stay at
the sidelines and brace for a potential demand shock.
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Figure 1: Brief assessment for demand loss in key markets in 2020

ZO,ZQE 1 month's 2 months' 3 months' .
Initial impact impact impact Infection
installtion est. number
Europe 21.0 (1.8) (3.5) (5.3) 29,881
us 18.2 (1.5) (3.0) (4.6) 1,731
Korea 2.2 (0.2) (0.4) (0.6) 7,979
Japan 8.0 (0.7) (1.3) (2.0 691
India 10.0 (0.8) (1.7) (2.5) 74
Total 59.4 (5.0) (9.9) (14.9)
As % to global / demand cut 41.0% -3.4% -6.8% -10.2%
Global 145.0

Source: CMBIS estimates
Note: Infection number extracted at 12:00, 13 Mar 2020.

Figure 2: We trim China PV installation projection to 34.5GW in 2020

Project type -(GW) 2019E 2020E

Distributed PV 12.2 11.5
Household rooftop 43 6.5
C&l rooftop - tariff bidding 1.7 3.0
C&l rooftop - grid parity 1.6 2.0
Poverty Alleviation 46 0.0

Ground mounted 17.9 23.0
Tariff bidding - 2019 8.3 9.0
Tariff bidding - 2020 n/a 5.0
Grid Parity - 2019 5.9 3.0
UHV and demonstration 37 45
Lead runner 0.0 1.5
Total 30.1 345

Source: CMBIS estimates
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Figure 3: Solar sector valuation

[\ ETSI
cap

Stock price

(Local

Company (US$, mn)

currency)

Polysilicon & cell

600438 CH TONGWEI CO-A 8,163 14.69 11.9 N/A 07 1.0 N/A 197 147 38 32 2.7
DQ US DAQO NEW ENE-ADR 702 52.85 32 22 2.0 9.6 49 262 55 1.2 13 1.0
600732 CH SHANGHAI AIKO-A 2,158 8.24 5.8 N/A 03 0.7 N/A 252 126 N/A 62 48

Mono Silicon Wafer

601012 LONGI GREEN EN-A 15,008 27.8 12.0 N/A 14 17 N/A 206 16.7 5.5 4.2 34
002129 TIANJIN ZHONG-A 7,442 18.67 58.1 N/A 04 0.6 N/A 460 30.2 4.5 34 3.0
Module

JKS US JINKOSOLAR-ADR 800 17.81 -20.8 106 196 277 54 64 45 0.6 0.6 0.5
csiQ us CANADIAN SOLAR | 968 16.28 -26.3 4.0 1.8 29 42 9.1 5.6 0.8 0.7 0.6
002459 CH JA SOLAR TECHN-A 2,884 15.02 34.3 N/A 08 1.1 N/A 187 141 N/A 41 32
002506 GCL SYSTEM INT-A 3,942 542 -8.3 N/A 0.0 0.0 N/A 678 258 6.5 73 71
PV glass

968 HK XINYI SOLAR HLDS 5314 5.45 -7.6 N/A 03 04 N/A 168 128 33 29 2.5
6865 HK FLAT GLASS GRO-H 2,888 5.24 1.7 N/A 04 0.5 N/A 128 8.6 23 20 1.7
601865 CH FLAT GLASS GRO-A 2,888 12.04 -0.7 N/A 04 0.6 N/A 317 212 1.8 53 23
Inverter

300274 SUNGROW POWER -A 2,467 11.83 123 N/A 0.7 0.9 N/A 176 137 2.2 2.0 1.8
300763 NINGBO GINLONG-A 726 63.38 52.6 N/A 1.6 3.0 N/A 404 214 N/A 6.7 52
EVA

603806 HANGZHOU FIRST-A 3,290 43.99 -9.5 N/A 1.5 1.8 N/A 294 249 39 37 34

Source: Bloomberg, CMBIS
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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
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an Institutional Investor, as defined in the Securities and Futures Act (Cap. 289) of Singapore, CMBISG accepts legal responsibility for the contents
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