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Review on Recent Price Correction in the Power Industry: 

Hong Kong | Power and Renewables| Update Research Report  

 
Analysis on Recent Price Correction in the Power Industry: 
On the evening of October 7, a letter was circulated on the Internet regarding the approval 

of additional coal mine production capacity in 72 sites in Inner Mongolia. On October 8, the 

power and coal industries record an approximately 5% - 15% share price correction on a 

single-day. We view the market correction is due to the concerns with potential increase on 

coal supply driving coal prices to fall that ultimately affect the pace of electricity price 

increase.  Our take on the news is increase supply of coal is positive for CRP, the increase on 

thermal coal prices since August has reached about 67%, much higher than the upper 

adjustment limit on electricity price of 10%/15% (even at the latest revision of 20%). We 

view increase on coal-supply is positive for CRP. On October 8th, the State Council states the 

adjustment allowed for electricity prices was raised from about 10%/15% to 20%. 

  

Looking at the longer-term, we maintain the price target of $33.4 HKD for CRP with positive 

prospects; 1). Accelerated transition to new energy power generation during the 14th-Five 

Year Plan period and 2). Possibility of A-share fund-raising.  

 
Risk factors: 

1. Slowdown on power generation growth. 

 

Recent Government Policies: 

Announceme

nt Date: 

Policy Statement: Policy Highlight: 

Oct 8, 2021 Widening Allowed 

adjustment range on 

electricity price from 10%, 

15% to 20%.  

Widening the Allowed adjustment range 

on electricity price from no more than 

10% and 15%, respectively for different 

regions, to no more than 20% in principle. 

For high energy-consuming industries, 

electricity price shall be formed by market 

transactions, and do not subject to the 20% 

adjustment limit on electricity price. 

Oct 7, 2021 

 

Paper circulated on the 

Internet <<Inner Mongolia 

Autonomous Region Energy 

Bureau's emergency notice 

on accelerating the release 

of coal mine production 

capacity>> 

Approved 72 coal mine production 

capacity to begin production that would 

potentially release 98.35 million tons of 

production capacity. 

Sept 16, 2021 <<Improve the dual control 

scheme of energy 

consumption intensity and 

total amount>> 

By 2025, the dual control system of 

energy consumption will be more 

complete, the allocation of energy 

resources will be more reasonable, and the 

utilization rate will be greatly improved. 

 

 

 

 

 

 

 

 

 

 

 

20 Oct 2021 

Buy（Update） 
CMP HKD 18.42 

(Closing price as of 18 Oct) 

Target HKD 33.4 (+81.32%) 

 
COMPANY DATA 

O/S SHARES (MN) : 4,810 

MARKET CAP (HKD MN) : 88,600 

52 - WK HI/LO (HKD): 24.8/7.5 

 

SHARE HOLDING PATTERN, % 

China Resource (power) ltd. 62.93% 

Vanguard Group Inc 1.57% 

Blackrock Fund Advisors 0.73% 

 

 

PRICE VS. HIS [Oct 18, 2021] 

 
Source: Wind, PSHK 

 

KEY FINANCIALS 

 

Source: Company reports, Phillip Securities Est. 
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Increase supply of coal would relieve pressure on coal-fired power 

generation. 
On the evening of October 7, a paper circulated on the Internet named "emergency 

notice from the Energy Administration of Inner Mongolia Autonomous Region on 

Accelerating the Release of Part of Coal Mine Production Capacity". The primary 

takeaway from this paper is 72 coal mines have been approved for additional 

production that will release about 98.35 million tons of production capacity, 

accounted for approximately 2.5% of the 3.9 billion tons of raw coal output in China 

in 2020. Thermal power generation from January to August 2021 increased by 13.7%, 

however the growth on coal supply is limited. We view thermal power companies are 

expected to a). Reduce coal prices and operating losses for coal-fired capacity, b). 

Provide sufficient coal supply to ensure utilization hours. 

 

We view the reason for shortage on coal is due to a). Strong demand for electricity 

consumption. From January to August in 2021, total electricity consumption in China 

increased by 14.7%/15.4% compared with the same period in 2020/2019. The 

increase on electricity consumption is at 13.7% that outpace the production increase 

on coal in China at 4.4%.  

 

Figure 1: China Coal Statistics. 

 
Source: company, PSHK 

 

Allowed Price Adjustment on Electricity Price widen to 20%, while 

Energy-Intensive Industries are not subject to the Limit. 
On October 8, the executive meeting of the State Council made it clear that "on the 

premise of maintaining stable electricity prices for residents, agriculture, and public 

welfare undertakings, the allowed price adjustment on electricity prices shall not 

exceed 10% and 15%, respectively. In principle, they shall not exceed 20%. For high 

energy-consuming industries, electricity price are not subject to the 20% adjustment 

limit. "I view that would relieve the pressure of rising coal-price into the input cost.  

 

Power Consumption Growth Expected to Slow Down in the Coming 

Months. 
According to the Barometer of Completion of Energy Consumption Dual Control 

Targets in Various Regions in the first Half of 2021 published by the National 

Development and Reform Commission on August 17 2021, the energy intensity in 9 

provinces in the first half of the year did not fall but increased and being issued a 

first-level warning. Compared with the barometer of the completion of the dual 

control targets for energy consumption in the first three quarters of 2020, we view 

the pressure on power curtailment and emission reduction is heavy. It will lead to a 
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reduction on demand for coal-fired generation. We view electricity consumption 

growth deceleration would relieve pressure on rising coal price and thus improving 

the operation of CPR. 

 

Figure 2: China Electricity Consumption Growth (yoy %) 

 
Source: company, PSHK 

 

 

Risk factors 
1) The illness is not controlled as expected 

2) Coal prices continue to rise sharply. 

3) The scale of new energy installed capacity is less than expected. 

4) The price of photovoltaic/wind power equipment has risen more than expected. 

5) The subsidy collection rate is slower than expected. 
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Financial Forecast: 

 
Source： Wind, PSHK, as of Oct 18, 2021 
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PHILLIP RESEARCH STOCK SELECTION SYSTEMS 

 

We do not base our recommendations entirely on the above quantitative return bands.  We consider qualitative factors like (but not limited to) a 

stock's risk reward profile, market sentiment, recent rate of share price appreciation, presence or absence of stock price catalysts, and speculative 

undertones surrounding the stock, before making our final recommendation 

 

GENERAL DISCLAIMER 

This publication is prepared by Phillip Securities (Hong Kong) Ltd (“Phillip Securities”). By receiving or reading this publication, you agree to be bound by the terms and 

limitations set out below.  

 

This publication shall not be reproduced in whole or in part, distributed or published by you for any purpose. Phillip Securities shall not be liable for any direct or 

consequential loss arising from any use of material contained in this publication.  

 

The information contained in this publication has been obtained from public sources which Phillip Securities has no reason to believe are unreliable and any analysis, 

forecasts, projections, expectations and opinions (collectively the “Research”) contained in this publication are based on such information and are expressions of belief 

only. Phillip Securities has not verified this information and no representation or warranty, express or implied, is made that such information or Research is accurate, 

complete or verified or should be relied upon as such. Any such information or Research contained in this publication is subject to change, and Phillip Securities shall not 

have any responsibility to maintain the information or Research made available or to supply any corrections, updates or releases in connection therewith. In no event will 

Phillip Securities be liable for any special, indirect, incidental or consequential damages which may be incurred from the use of the information or Research made 

available, even if it has been advised of the possibility of such damages.  

 

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are subject to change at any time 

without prior notice.  

 

This material is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any 

particular person. The products mentioned in this material may not be suitable for all investors and a person receiving or reading this material should seek advice from a 

financial adviser regarding the suitability of such products, taking into account the specific investment objectives, financial situation or particular needs of that person, 

before making a commitment to invest in any of such products. 

This publication should not be relied upon as authoritative without further being subject to the recipient’s own independent verification and exercise of judgment. The 

fact that this publication has been made available constitutes neither a recommendation to enter into a particular transaction nor a representation that any product 

described in this material is suitable or appropriate for the recipient. Recipients should be aware that many of the products which may be described in this publication 

involve significant risks and may not be suitable for all investors, and that any decision to enter into transactions involving such products should not be made unless all 

such risks are understood and an independent determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein 

with respect to any product should not be considered to be a disclosure of all risks or a complete discussion of such risks.  

 

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in this research 

should take into account existing public information, including any registered prospectus in respect of such security. 

 

Disclosure of Interest 

Analyst Disclosure: Neither the analyst(s) preparing this report nor his associate has any financial interest in or serves as an officer of the listed corporation covered in 

this report. 

Firm’s Disclosure: Phillip Securities does not have any investment banking relationship with the listed corporation covered in this report nor any financial interest of 1% or 

more of the market capitalization in the listed corporation. In addition, no executive staff of Phillip Securities serves as an officer of the listed corporation. 

 
Availability 

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where 

such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities to any registration or 

licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction. 

 

Information contained herein is based on sources that Phillip Securities (Hong Kong) Limited (“PSHK”) believed to be accurate. PSHK does not bear responsibility for any 

loss occasioned by reliance placed upon the contents hereof.  PSHK (or its affiliates or employees) may have positions in relevant investment products. For details of 

different product's risks, please visit the Risk Disclosures Statement on http://www.phillip.com.hk.   

© 2021 Phillip Securities (Hong Kong) Limited 

Total Return Recommendation Rating Remarks 

>+20% Buy 1 >20% upside from the current price 

+5% to +20% Accumulate 2 +5% to +20%upside from the current price 

-5% to +5% Neutral 3 Trade within  ± 5% from the current price 

-5% to -20% Reduce 4 -5% to -20% downside from the current price 

<-20% Sell 5 >20%downside from the current price 
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