EQUITY RESEARCH

Jinko Solar (688223.CN)

A leader in TOPCon solar cell, benefiting from the rapid growth of overseas PV
module demand

China | Solar energy|

A Brief introduction to the company

Jinko Solar(688223.CN) is a worlding-leading and vertically-integrated photovoltaic module
company. Founded in 2006, the company has formed an integrated business of silicon ingots,
silicon wafers, PV cells, and solar modules. The company’s revenue mainly comes from the
sales of modules. In the first half of 2022, the company achieved module shipments of
18.92GW, ranking first in the world.

A review of 2022 H1 Results

The company has announced its 2022 semi-annual report. The company achieved an
operating income of 33.41 billion yuan (RMB, the same below), up 112.4% YoY, with
revenue in Q2 being 18.73 billion yuan, up 138.8% YoY, and up 27.5% QoQ. The net profit
attributable to shareholders was 910 million yuan, up 60.1% YoY, with net profit attributable
to shareholders in Q2 being 500 million yuan, up 55.5% YoY, up 25.6% QoQ. Net profit
attributable to shareholders after deducting non-recurring gains and losses was 800 million
yuan, up 299.2% YoY, with the number in Q2 being 503 million yuan, up 55.5% YoY, and up
67.3% QoQ. The GP margin was 10.25%, down 4.09% YoY, with the margin in Q2 being
11.20%, down 4.29% YoY, and up 2.16% QoQ. The substantial increase in the company's
revenue and profit was mainly due to the significant increase in the company's PV product
shipments to 18.92GW, a YoY increase of 79%, of which PV module shipments reached
18.21GW, ranking first in the world. In addition, the proportion of the company's sales
revenue in the European market increased significantly from 19% to 27%, mainly due to the
substantial increase in demand in the European photovoltaic market this year. The company
expects Q3 module shipments to be 9-10GW, and 35-40GW for the full year.

Due to the strong PV module demand, PV manufacturers have significantly raised their PV
module shipment expectations for 2022-2023

As the Russian-Ukrainian war is reaching a stalemate, European natural gas imports have
been slashed, and European electricity prices have risen sharply. In addition, the European
Commission launched the RepowerEU plan and the EU Solar Strategy, and plans to install
more rooftop PV modules, resulting in a substantial increase in the installed PV capacity in
Europe. Mr. Li Zhenguo, the general manager of LONGi Green Energy, pointed out that the
demand for photovoltaics has exceeded expectations. The market originally believed that
the installed PV capacity in 22/23 was 250/350GW, but now it is likely to be close to
300/400GW. In addition, Trina Solar expects to add about 280-300GW of installed capacity
in 22 years and 380-400GW in 23 years, far exceeding the market’s original expectations.
Therefore, we believe the company continues to benefit from the substantial growth in
demand from the photovoltaic industry.

Jinko focuses on developing ultra-efficient N-type TOPCon technologies, ahead of its peers
With the PV industry experiencing a transition from P-type PV technology to a more
photoelectrically efficient N-type PV technology, the market is now paying attention to the
most economical N-type TOPCon PV cell technology (at least in short term). Compared with
the N-type HIT battery, the N-type TOPCon cell technology can utilize the existing PERC
production line, so the production cost per watt of the cell is lower than that of the HJT
battery. The company insists on focusing on developing highly-efficiency TOPCon PV cells, as
a result, its TOPCon production capacity has been greatly increased. As early as 2019, the
company built a TOPCon battery production line and its mass production efficiency in 2020
reached 24.2%, creating a first-mover advantage. Subsequently, the company built 8GW
Hefei and 8GW Haining production lines, with a mass production conversion efficiency of
24.8%. By the end of 2022, its planned production capacity of TOPCON cells will reach 35GW,
ranking first in the industry. From a technical point of view, the company's TOPCon
technology ranks first in the world. The company's self-developed 182 N-type TOPCon cell
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has a conversion efficiency of 25.7%, having been certified by the Chinese Academy
of Metrology, setting a world record for the highest TOPCon cell conversion efficiency.
The company expects that the second phase of the TOPCon production line will
produce TOPCon cells with a mass production conversion efficiency of 25% in 2022,
continuing to lead the industry in the coming years. Therefore, we expect the
company continues to deliver PV modules with the lowest levelized cost of
electricity(LCOE, a measure of photovoltaic cost per kilowatt-hour) in the industry,
and the market share of the company's PV modules will increase from about 13% in
2021 to 18% in 2024, approaching to a market share of 20-25% rate target.

Jinko is now increasing the production capacity of silicon wafers and cells, reducing
the cost of PV modules

PV Module manufacturers’ profits have been decreasing due to upstream wafer and
cell price increases, so module manufacturers are now deploying a vertical
integration strategy, penetrating the silicon wafer and PV cell industries, to ensure
stable profits. The company understood that its silicon wafer and battery production
capacity is insufficient and is now deploying the integration strategy. As of the end of
2021, the company's wafer/cell/module production capacity is 32.5/24/45GW,
revealing that the production capacity of wafers and cells is in shortage and the
degree of vertical integration is insufficient. To solve the shortcomings of silicon
wafers and cells, the company plans to have a production capacity of 60/55/65GW of
silicon wafers/cells/modules by the end of this year. As the company becomes more
vertically integrated, we expect the company's gross margin volatility to decrease.

The company has a high proportion of overseas business, and it is expected to
benefit from the explosive growth in Europe

The company is committed to expanding its global production, logistics, sales, and
service network to meet the needs of customers around the world. As of the second
quarter of 2022, the company's products and services cover more than 160 countries.
From the perspective of the regional structure of revenue, the company's overseas
revenue accounted for 74% in the first half of 2022, of which 27% came from Europe.
We expect that overseas markets (especially the European market) will continue to
benefit from the rising energy prices and policy support, and the company is
expected to benefit greatly from the explosive growth of the foreign PV market due
to the high proportion of business in overseas markets.

Company valuation

We believe that the company has the advantages of TOPCon PV cell technology and
vertical integration, and the company has greatly benefited from the explosive
growth in Europe due to the high proportion of overseas business. We expect that
the company's module business will usher in explosive growth and its market share
will increase substantially and the company will continue to rank first in PV module
shipment. In addition, the degree of integration of the company continues to rise,
and we expect the company's earnings stability to increase, which is beneficial to the
company's long-term development. We predict that the company's EPS in 22/23 will
be ¥0.25/0.61 respectively, up 115%/147% YoY, corresponding to 70.6/28.6x price-
earnings ratio (P/E) in 22/23. Since the company's EPS growth rate is much higher
than that of peers, we believe that the company's valuation should be much higher
than its peers' stock value, giving the company 35 times PE in 2023 and a target price
of ¥21.23, with a "buy" rating. (Current price as of September 14)
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Company Stock Code CIo§ing ALY PE(x)

Price 2021A 2022E 2023E 2021A 2022 2023E
LONGi 601012.8H  52.55 139 190 249 377 277 211
YoY " 35.9% " 31.2%
Trina Solar 688599.SH  71.56 109 169 297 6551 4245  24.11
YoY "543% " 76.1%
Ja Solar 002450.S7  69.54 129 186 284  S41 375 245
YoY " 443% " 52.8%
ZhongHuan 002129.87  48.27 169 210 266 285 230 182
YoY " 240% " 26.4%
Shangji 603185.SH 147.66 630 809 1292 234 183 114
YoY 28.3%  59.8%
Average PE 41.8 29.8 19.9
Average Growth in EPS 37.4%  49.2%
Jinko Solar 688223.SH  17.36 0.11 025 061 1521 706 286
YoY 115.5% 146.7%

Source: Wind, Phillip Securities (HK) Research

Risk factors

1) PV demand falls short of expectations; 2) Technology substitution risks, such as HJT,
and perovskite cell development exceed expectations; 3) Raw material cost declines
less than expected; 4) Market competition intensifies; 5) Production capacity falls
short of expectations; 6) Trade barriers.
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Financial

Consoli Statement of Profit or Loss Consoli Statement of Financial Position
Dec Y/E, RMB mn FY19 FY20 FY21 FY22E FY23E FY24E Dec Y/E, RMB mn FY19 FY20 Fv21 FY22E FY23E FY24E
Revenue 29,489.6 33,650.6 40,569.6 78,8047  123,037.0 148,837.8 Non Current Asset
elc} (23,616.4)  (28,629.3)  (351350)  (69,992.6) (106967.0)  (127,987.8) PPRE, Gross 10,933.6 12,5501 17,0616 22,0653 33,2200 40,186.2
Gross Profit 5873.2 5,030.2 54346 8,812.1 16,070.0 20,850.1 Right-of-use assets 0.0 0.0 9438 18332 2,8622 34624
Other income 59.8 199.8 360.9 4429 691.5 836.5 Intagible assets 634.3 796.1 1,1455 1,928.0 3,0102 3,6415
Taxes and surcharges (107.0) (98.7) (119.1) (231.4) (361.2) (437.0) Construction in progress 653.7 643.1 2,429.7 4,719.6 7,368.7 8,913.9
Selling and distribution expenses (2129.2) (895.2) (890.8) (1,576.1) (2,460.7) (2,827.9) Other non-current assets 1,456.1 2,042.2 36112 51774 7,906.6 9,498.6
Administrative expense (658.5) (841.5) (1,133.4) (1,977.1) (3,086.9) (3,734.2) Total Non Current Assets 13,677.7 16,0315 25,191.9 35,7236 54,367.7 65,702.6
Research and development expenses (679.6) (705.7) (716.2) (1,391.3) (2172.1) (2,627.6) Current Asset
Share of profit of associates and JVs (18.2) (30.0) 226.8 107.3 167.5 2026 Cash & cash equivalent 13,5415 16,028.7 18,408.8 27,5816 40,602.2 47,628.1
Finance costs, net (361.5) (940.2) (1,062.2) (296.0) (213.2) (598.9) Accounts receivable and note receivable 7,982.5 6,473.0 11,137.0 17,006.8 26,552.6 32,1206
Other Gains/Losses (405.4) (537.2) (740.7) (1,062.3) (1,658.5) (2,006.3) Inventories 5351.0 8,362.9 13,2501 19,579.5 30,5693 36,979.7
Profit before tax 1,573.7 1,181.6 1,359.9 2,828.2 6,976.2 9,657.2 Other current assets 4,588.1 36385 4,883.4 9,568.0 14,938.4 18,071.0
Income tax (177.1) (139.1) (218.6) (368.6) (909.3) (1,258.7) Total Current Assets 31,463.1 34,503.1 47,679.2 73,7359 112,662.5 134,799.4
Minorities 157 10 (0.0) 0.0 0.0 0.0 Total Assets 45,140.8 50,534.6 72,8711 109,459.6 167,030.2 200,502.1
Net profit 1,380.8 1,041.6 1,414 2,459.5 6,067.0 83985 Non Current Liabilities
EPS(RMB)-Basic 0.10 011 025 061 084 Lease liabilities 0.0 0.0 615.1 1,194.7 1,865.3 2,256.5
P - - 0.02 0.09 013 Long-term borrowing 3835 396.2 399.3 639.7 2,395.6 2,447.5
Payout ratio 0% 0% 0% 9% 15% 15% Long-term payable 4,0513 6,975.7 10,259.7 15,695.7 24,505.6 29,644.4
Weighted Shares i 10,000 10,000 10,000 10,000 10,000 Other non-current liabilities 926.7 1,100.7 1,236.0 24848 38795 4,693.0
Total Non-current Liabilities 53616 84726 12,5101 20,0149 32,646.0 39,0414
Current Liabilities
Accounts payables 14,756.3 16,1825 22,9219 40,614.9 63,4117 76,709.1
Key Financial Data other payables 435.0 5336 942.0 1,413.8 2,207.3 2,670.2
Dec Y/E FY19 FY20 FY21 FY22E FY23E FY24E Short-term borrowing 8,107.3 7,277.0 11,690.0 3,6249 9,582.5 9,789.9
Valuation Ratio Contract liabilities and Advances from customers 4,367.0 24318 57549 9,514.0 14,8542 17,969.1
P/E ratio, x 1257 166.7 1521 70.6 286 20.7 Other current liabilities 7,426.4 5554.8 11,2500 18,2343 28,469.1 34,439.0
Dividend Yield, % 0.0% 0.0% 0.0% 0.1% 0.5% 0.7% Total Current Liabilities 30,724.9 29,547.9 46,803.8 63,887.9 103,670.6 123,608.3
Equity
Per share data (RMB) Shareholders' equity 8,802.8 12,508.8 13,551.9 25,5514 30,708.4 37,847.1
EPS 014 0.10 011 025 0.61 084 Minority interests 2515 53 53 53 53 53
BVPS 091 125 136 256 307 379 Total equity 9,054.3 12,5141 13,5572 25,556.7 30,7136 37,8524
DPS 0.00 0.00 0.00 0.02 0.09 013 Total Liabilities and Equity 45,140.8 50,534.6 72,871.1 109,459.6 167,030.2 200,502.1
Growth & Margin Consoli Statement of Cash Flow
Growth Dec Y/E, RMB mn FY19 FY20 FY21E FY22E FY23E FY24E
Revenue Growth 0.0% 14.1% 20.5% 94.2% 56.1% 21.0% cFo 2,464.2 2,507.9 32287 13,5217 17,155.8 18,091.9
Gross Profit Growth 0.0% -14.4% 8.0% 62.1% 82.4% 29.7% Net Profit 1,380.8 1,041.6 1,141.4 24595 6,067.0 8,398.5
Operating Profit Growth 0.0% -24.9% 15.1% 108.0% 146.7% 38.4% Minorities 157 10 (0.0) 00 00 00
Net Profit Growth 0.0% -24.6% 9.6% 115.5% 146.7% 38.4% Depreciation and amortization 937.3 1,281.6 1,577.1 2,1923 2,956.6 4,475.2
Margin Finance expenses 291.4 1,007.1 1,249.1 604.5 2132 598.9
Gross Profit Margin 19.9% 14.9% 13.4% 11.2% 13.1% 14.0% Decrease in working capital 23318 (522.0) (422.8) 7,362.0 5,413.9 3,158.0
Operating Profit Margin 5.3% 3.5% 3.4% 3.6% 5.7% 6.5% Others (2,492.8) (301.4) (316.0) 903.3 2,505.1 1,461.3
Net Profit Margin 4.7% 31% 2.8% 3.1% 4.9% 5.6% cFl (3,904.6) (3,866.8) (91307)  (127241)  (21,6007)  (15,810.1)
Total Capex (4,026.0) (4,003.8) (9167.7)  (10,8163)  (18,849.8)  (16,649.8)
Key Ratios Others 1214 137.0 371 (1,907.8) (2,750.9) 839.8
15.7% 83% 8.4% 9.6% 19.8% 22.2% CFF 24,5893 2,908.4 5,683.6 83753 17,465.4 4,744.1
ROA 31% 21% 1.6% 2.2% 3.6% 4.2% Proceeds from Borrowings 13,9623 22,958.4 27,0805 3443 29,308.6 22,3217
Repayment of borrowings (12,573.8)  (23,8753)  (22,549.0) (8169.0)  (21,595.0)  (22,062.4)
Equity investment 53 38755 0.0 9,770.0 0.0 00
Dividend and interest paid (260.7) (281.8) (387.8) (834.5) (1,1233) (1,858.7)
Others 3,456.1 2316 1,539.9 7,264.5 10,875.1 63435
Net Change in Cash 3,148.9 1,549.5 (2183) 91728 13,0206 7,025.9
FX impact (0.1) (03) (05) 0.0 0.0 00
Cash and CE at Y/E 13,5415 16,028.7 18,408.8 27,581.6 40,602.2 47,628.1

Current Price as of: 14 Sep
Source : PSHK Est.
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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

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 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.
© 2022 Phillip Securities (Hong Kong) Limited
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