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Company Overview 
Tianneng Power International Limited (Tianneng)‘s lead-
acid motive battery products are sold under its own brand 
name “TIANNENG” and are mainly used in electric bikes in 
China. Tianneng Power focuses on four major businesses, 
including motive battery for E-Bikes; motive battery for EV; 
new energy storage battery and eco-industrial park (battery 
recycling). 
Take away from Corporate Presentation 
On 4th October 2012, we are honored to invite Management 
from Tianneng for a corporate presentation regarding on the 
latest development of the Company. The following are the 
key take away from the presentation.  
 
- Management stated that there are approximately 120 
million units of electric bike nowadays in China and this 
figure may reach 300 million units by 2020. 
 
- “Low-Speed Electric Vehicles will recreate the success of 
Electric Bike in China”, stated by the Chairman Mr. Zhang 
Tianren in the FY12 interim result conference. 
 
- Being the leader of lead-acid battery industry, Tianneng 
will comply with all measures of the 'Entry Requirements for 
Lead-acid Battery Industry'. 
 
- The Company has no intention to fund the expansion via 
equity-financing as the current valuation of the Company is 
not reasonable. 
 
Summary 
The overall take away from the corporate presentation is 
positive. The Management further stated that on-the-run 
recycling plant would contribute an annual net income of 
CNY100 million and the next recycling plant will require less 
CAPEX as the Company gained experience from the first 
one (CAPEX: CNY 250 million). We believe that the growth 
story of low-speed electric vehicles is promising and 
Management’s confidence in complying with the 'Entry 
Requirements for Lead-acid Battery Industry' has eased our 
concerns. However, the high debt levels of the company 
remains a major investment risk.  
 
The share price of Tianneng is currently trading way below 
the historical P/E mean of 8.38x. We upgrade our leading 
FY2012 P/E forecast of Tianneng to 7.54x with EPS of 
CNY0.69. The current share price of HK$4.95 implies a 
leading P/E of 5.9x and represents a 27.9% upside 
potential. We upgrade our 12-month target price of 
Tianneng to HK$6.33 with a “BUY” rating. 
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Electric Bike Motive Battery – Boom Continues 
From FY2006 to FY2011, revenue of electric bike motive 
battery from primary market increased from CNY 0.633 
billion to CNY2.006 billion, representing a CAGR of 25.29%; 
while revenue from the primary market increased 27.3% y/y 
to CNY 1,217.4 million in 1H2012. Management stated that 
there are approximately 120 million units of electric bike 
nowadays in China and this figure may reach 300 million 
units by 2020. Although market remains skeptical on the 
future of electric bike motive battery, there is no sign of 
slowing down in the growth of electric bike motive battery 
yet. From our view, it is too optimistic to expect the same 
growth momentum over the next five years. However, we 
agree with the Management that there is still room for further 
boom of the primary market, but at a lower pace.  
 
From FY2006 to FY2011, revenue of electric bike motive 
battery from secondary market increased from CNY 0.316 
billion to CNY3.431 billion, representing a CAGR of 61.12%, 
while revenue from the secondary market increased by 
79.9% y/y to CNY 2,323.6 million and accounted for 65.6% 
of total revenue from electric bike motive battery. As 
mentioned above, both the primary and secondary markets 
have yet to reach their full potential. We expect the 
secondary market to be the core growth driver for Tianneng 
over the next five years.  
 
Low-Speed Electric Vehicles – The Missing Puzzle  
In 1H12, the revenue from Energy Vehicle Motive Battery 
(EV Motive Battery) was approximately CNY196.4 million, 
soaring 76.0% y/y and accounted for approximately 5.1% of 
the Company’s total turnover. “ 
 
“Low-Speed Electric Vehicles will recreate the success of 
Electric Bike in China”, stated by the Chairman Mr. Zhang 
Tianren in the FY12 interim result conference. When China 
declared in 2010 that it wanted to be the world’s number one 
producer of electric vehicles by 2020, many assumed it 
meant passenger cars. The development of electric 
passenger cars is facing major obstacles of insufficient 
infrastructure and expensive production costs.  
 
As reported, sales of low-speed electric vehicles have been 
booming in China's second and third tier cities. The vehicles 
which can reach a top speed of about 50 km per hour 
require less high-tech equipment and are priced lower 
between CNY 30,000 and CNY 50,000. According to 
industry statistics, 44,000 low-speed electric vehicles were 
produced in 1H12, representing a surge of 74.8 percent y/y. 
Thanks to the nature and low production costs of lead-acid 
battery (Approximately 25% of lithium battery), low-speed 
electric vehicles are able to recharge by using normal 
household electric plugs (Recharge Time: Approximately 8 
hours) and priced at an affordable range for low-middle 
income group in China. Currently Shandong province is the 
heart of development for low-speed electric vehicles in 
China. Manufacturers such as Baoya and Shifeng have 
already launched a series of low-speed electric vehicles. 
Despite the bright prospect of low-speed electric vehicles, 

this new industry is still facing regulatory measures that 
have not been resolved.  
 
We believe that the growth story of low-speed electric 
vehicles will be the next investment theme of the lead-acid 
battery industry. The story has not been fully appreciated by 
the market, which explains the low stock price of Tianneng.  
 
Fig 1. BY03 - Low-Speed Electric Vehicles from Baoya 

 
Sources: http://www.baoya-ev.com 
 
Fig 2. Parameter settings of BY03 

 
Sources: http://www.baoya-ev.com 
 
'Entry Requirements for Lead-acid Battery Industry' 
Although the 'Entry Requirements for Lead-acid Battery 
Industry' provides Tianneng with great opportunities, it also 
comes with high costs. The Management explained that they 
understand the market concerns over the impact of the 
measures. Board members of the Company were members 
of the committee, which created the 'Entry Requirements for 
Lead-acid Battery Industry'. He further stated that being the 
leader of lead-acid battery industry, Tianneng will comply 
with all measures. The Company plans to upgrade its 
production facilities and ensure that all production lines will 
meet the requirements by the end of FY13. The current 
CAPEX budget has already included the costs associated 
with the upgrade. We view management’s confidence as 
positive and believe it will partially mitigate the market 
concerns over the policy risks faced by Tianneng.  
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Debt-laden issue 
In 1H2012, short-term debt of the Company soared 61.76% 
to CNY2.38 billion, interest expense surged 129.7% to 
CNY67.91 million. We are wary of the situation as the 
Company is currently funded by short-term debt, meaning 
the Company has to refinance or repay the debt within a 
year. Meanwhile, the estimated CAPEX for 2H2012 and 
FY2013 are CNY460 million and CNY800 million 
respectively. The Management explained that the Company 
has no intention to fund the expansion via equity-financing 
as the current valuation of the Company is not reasonable. 
In addition, the Company has a credit line of CNY one billion 
which could provide further short-term financing to the 
Company. However, the Management did not rule out the 
possibilities of debt financing such as bond issuance. We 
believe the rapid expansion of the Company will be vital for 
its future during the industry consolidation. We expect the 
debt level to increase further in FY12 and FY13 and remain 
high for a while. The contribution from new production 
capacity will help ease the debt problem, but we remain 
wary that the hike in interest expense will erode the 
profitably of the Company.   
 
Conclusion and Valuation 
The overall take away from the corporate is positive. 
Management further stated that on-the-run recycling plant 
would contribute an annual net income of approximately 
CNY100 million and the next recycling plant will require less 
CAPEX as the Company gained experience from the first 
one (CAPEX: CNY 250 million). We believe that the growth 
story of low-speed electric vehicles is promising and 
Management’s confidence in complying with the 'Entry 
Requirements for Lead-acid Battery Industry' has eased our 
concerns. However, the high debt levels of the company 
remains a major investment risk. 
 
Despite the robust growth of Electric Bike Motive Battery 
and the bright prospects of EV Motive Battery, market’s 
limited appetite for risky asset and skepticism over the long-
term future of lead-acid battery continued to weight on the 
valuation of the Company.  
 
Fig 3. P/E band of Tianneng and Hang Seng Index 

 
Sources: Bloomberg, Company, PSR  
 
 
 
 

The share price of Tianneng is currently trading way below 
the historical P/E mean of 8.38x. We upgrade our leading 
FY2012 P/E forecast of Tianneng to 7.54x with EPS of 
CNY0.69. The current share price of HK$4.95 implies a 
leading P/E of 5.9x and represents a 27.9% upside potential. 
We upgrade our 12-month target price of Tianneng to 
HK$6.33 with a “BUY” rating. 
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Important Information 
 
This publication is prepared by Phillip Securities Research Pte Ltd., 250 North Bridge Road, #06-00, Raffles City 
Tower, Singapore 179101 (Registration Number: 198803136N), which is regulated by the Monetary Authority of 
Singapore (“Phillip Securities Research”). By receiving or reading this publication, you agree to be bound by the terms 
and limitations set out below. 
 
This publication has been provided to you for personal use only and shall not be reproduced, distributed or published 
by you in whole or in part, for any purpose. If you have received this document by mistake, please delete or destroy it, 
and notify the sender immediately.  Phillip Securities Research 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 Research 
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 
of the individual author or the indicated source (as applicable) only. Phillip Securities Research has not verified this 
information and no representation or warranty, express or implied, is made that such information or Research is 
accurate, complete, appropriate 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 Research shall not have any responsibility to 
maintain or update the information or Research made available or to supply any corrections, updates or releases in 
connection therewith. In no event will Phillip Securities Research or persons associated with or connected to Phillip 
Securities Research, including but not limited its officers, directors, employees or persons involved in the preparation 
or issuance of this report, (i) be liable in any manner whatsoever for any consequences (including but not limited to 
any special, direct, indirect, incidental or consequential losses, loss of profits and damages) of any reliance or usage 
of this publication or (ii) accept any legal responsibility from any person who receives this publication, even if it has 
been advised of the possibility of such damages.  You must make the final investment decision and accept all 
responsibility for your investment decision, including, but not limited to your reliance on the information, data and/or 
other materials presented in this publication. 
 
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.  
 
Past performance of any product referred to in this publication is not indicative of future results. 
 
This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice.  This 
publication should not be relied upon exclusively or 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 any product. Any 
decision to purchase any product mentioned in this research should take into account existing public information, 
including any registered prospectus in respect of such product. 
 
Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not 
limited to its officers, directors, employees or persons involved in the preparation or issuance of this report, may 
provide an array of financial services to a large number of corporations in Singapore and worldwide, including but not 
limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting 
activities), brokerage or securities trading activities. Phillip Securities Research, or persons associated with or 
connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons 
involved in the preparation or issuance of this report, may have participated in or invested in transactions with the 
issuer(s) of the securities mentioned in this publication, and may have performed services for or solicited business 
from such issuers. Additionally, Phillip Securities Research, or persons associated with or connected to Phillip 
Securities Research, including but not limited to its officers, directors, employees or persons involved in the 
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preparation or issuance of this report, may have provided advice or investment services to such companies and 
investments or related investments, as may be mentioned in this publication. 
 
Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not 
limited to its officers, directors, employees or persons involved in the preparation or issuance of this report may, from 
time to time maintain a long or short position in securities referred to herein, or in related futures or options, purchase 
or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other 
compensation in respect of the foregoing.  Investments will be denominated in various currencies including US dollars 
and Euro and thus will be subject to any fluctuation in exchange rates between US dollars and Euro or foreign 
currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price 
or income return of the investment. 
 
To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip 
Securities Research, including but not limited to its officers, directors, employees or persons involved in the 
preparation or issuance of this report, may at any time engage in any of the above activities as set out above or 
otherwise hold a interest, whether material or not, in respect of companies and investments or related investments, 
which may be mentioned in this publication. Accordingly, information may be available to Phillip Securities Research, 
or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, 
directors, employees or persons involved in the preparation or issuance of this report, which is not reflected in this 
material, and Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, 
including but not limited to its officers, directors, employees or persons involved in the preparation or issuance of this 
report, may, to the extent permitted by law, have acted upon or used the information prior to or immediately following 
its publication. Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, 
including but not limited its officers, directors, employees or persons involved in the preparation or issuance of this 
report, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of 
this material. 
 
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 Research to any registration or licensing or other 
requirement, or penalty for contravention of such requirements within such jurisdiction.  
 
Section 27 of the Financial Advisers Act (Cap. 110) of Singapore and the MAS Notice on Recommendations on 
Investment Products (FAA-N01) do not apply in respect of this publication.  
 
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 professional and 
financial adviser regarding the legal, business, financial, tax and other aspects including 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. 
 
Please contact Phillip Securities Research at [65 65311240] in respect of any matters arising from, or in connection 
with, this document. 
 
This report is only for the purpose of distribution in Singapore. 
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