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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). 

1H2012 interim results highlights 
 
-Revenue soared 56.9% y/y to CNY 3,824.5 million. 
 
-Gross profit margin stretched by 3.3% y/y from 22.5% to 
25.8%. 
 
-Net income surged 87.2% y/y to CNY 376.3 million. 
 
-Basic EPS surged 85.95% y/y to CNY 34.4 cents. 
 
-The lead recycling Zhejiang Wushan production base has 
started the trial production in 2Q2012. It has the annual 
capacities of 150,000 ton used battery collection and 
100,000 ton recycled lead production respectively.  
 
Summary 
Due to the debt-laden issue and the potential impact of the 
'Entry Requirements for Lead-acid Battery Industry', 
investment risk of Tianneng increased substantially. Beside, 
we are skeptical about the continuity of the current dividend 
policy, as Tianneng will suffer from severe capital pressure 
in 2H2012 and FY2013. We upgrade our leading FY2012 
P/E forecast of Tianneng to 6.12x with EPS of CNY0.69. 
The current share price of HK$5.01 implies a leading P/E of 
6.0x and represents a 2.0 percent upside potential. We 
upgrade our 12-month target price of Tianneng to HK$5.11 
with a “Neutral” rating. 
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Consolidation of the Lead-acid Battery Industry  
According to the announcement of Ministry of Environmental 
Protection, as at 31 July 2011, among the 1,930 lead battery 
enterprises being checked, over 50% of them were under 
suspension, self-checking or rectification while the other 
30% were even banned. Meanwhile, Ministry of Industry and 
Information Technology and Ministry of Environmental 
Protection decided to implement 'Entry Requirements for 
Lead-acid Battery Industry' from 1 July 2012. It aims to 
speed up the rectification of the structure and development 
model of the lead-acid battery industry structure. The 
consolidation of the lead-acid battery industry will bolster the 
growth of Tianneng in three different ways.  
 
i) An additional revenue boost. After year of development, 
there are approximately 1,930 lead-acid battery 
manufactures in China. The inter-sector competition is 
fierce. The closure of lead-acid battery manufactures and 
the increase of entry barrier will free up additional sales 
opportunities to market leaders. From the FY2012 interim 
results, revenue of electric bike motive battery from the 
primary market increased 27.3% y/y to CNY 1,217.4 million; 
while the revenue from secondary market soared 79.9% y/y 
to CNY 2,323.6 million. The management expects that as 
the consolidation of the lead-acid battery industry continue, 
Tianneng will be able to maintain it’s robust growth 
momentum in coming two to three years.  
 
ii) Improvement in gross profit margin. In 1H2012, gross 
profit margin stretched by 3.3% y/y from 22.5% to 25.8%. As 
industry participants reduced, market leaders enjoy a stretch 
in profit margin as their pricing power increased. Meanwhile, 
the increase in entry barrier and regulation increased the 
operating costs and small-scale manufactures will be 
affected most. The management stated that there was room 
for further gross profit margin hike. However, Tianneng 
lowered it gross profit margin in order to force out small-
scale players and increase it’s market shares. 
 
iii) M&A opportunities. Tianneng completed the acquisition of 
100% interest in a battery company, Zhejiang Huayi Power 
Supply Co., Ltd., in May 2012 for a consideration of CNY 
60.78 million for the purpose of expansion of production 
capacity. In addition, Tianneng is currently undergoing 
another acquisition, acquiring 70% of the registered capital 
of the Target Company at a consideration of CNY15.5 
million in cash and contributing another CNY 31.5 million to 
expand the registered capital. The change in industrial 
landscape has already damaged the viability of small-scale 
manufactures and lower the M&A costs. We expect more 
M&A activities from Tianneng in coming two to three years, 
spurring the inorganic growth of the Company.   
 
 
 
 
 
 
 

Primary Market of Electric Bike Motive Battery 
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. Due to intensifying 
competition and saturating of the primary market, we 
expected the growth rate of the primary market would shrink. 
However, thanks to the industry consolidation of lead-aid 
battery starting in 2011, we expected Tianneng to expand its 
market shares from FY2012 – FY2014 and further boost its 
revenue from the primary market. Supported by the 
expansion of production capacity, we expected the 
Company will be able to maintain it’s current growth 
momentum from FY2012 to FY2013. 
 
Fig. 1 Primary market revenue and growth rate  

 
Source: Company, PSR Est 
 
Secondary Market of Electric Bike Motive Battery 
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 soared 79.9% y/y 
to CNY 2,323.6 million. In 1H2012. After years of robust 
growth of electric bike sales in China, we expected the 
replacement of motive battery would come to a peak, as the 
lifespan of a motive battery is about 2 years and the 
aggregate demand for battery replacement is going to be 
unleashed. Together with the industry consolidation of lead-
aid battery starting in FY2011, we expected the growth 
momentum of the secondary market would remain robust 
from FY2012 to FY2013 and raised the growth forecast from 
our pervious coverage. 
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Fig. 2 Secondary market revenue and growth rate  

 
Source: Company, PSR Est 
 
Used battery recycling plant 
The lead recycling Zhejiang Wushan production base has 
started the trial production in the second quarter of 2012. It 
has the annual capacities of 150,000 ton used battery 
collection and 100,000 ton recycled lead production 
respectively. Calculated with the average lead price of about 
CNY15,556 per metric ton in 1H2012 and an estimated net 
profit margin of 7% to 9%, the potential 2H2012 net income 
from the recycling business will be approximately CNY 68.45 
million, accounting 18.19% of1H2012 revenue. 
 
Gross Profit Margin and Expenses  
In 1H2012, gross profit margin of the Company stretched by 
3.3% y/y from 22.5% to 25.8%. However, the gross profit 
margin actually dipped 2.4% from 28.2% to 25.8% 
comparing with the FY2011 results. Management stated that 
the drop in gross profit margin aimed to force out small-scale 
players and increase it’s market shares. We believe the 
Company will be able to maintain its gross profit margin level 
for FY2012 – FY2013.  
 
We are also wary about the hike in selling and distribution 
costs and administrative expenses. In 1H2012, selling and 
distribution costs soared 119.9% y/y; administrative 
expenses surged 81.36% y/y; while revenue only 56.9% y/y. 
Management stated that the hike in operating expense 
stemmed from those under construction plants that has yet 
made a profit but already incurred expenses. We expect the 
change in costs structure will persist during the rapid 
expansion phase of the Company.  
 
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; and the Company needs another CNY47 
million to fund the proposed acquisition. Any further 
acquisitions will fuel the funding pressure of the Company. 
Although Management stated that the Company has already 

acquired enough credit line for the 2H2012 CAPEX, we 
believe that debt refinancing in FY2013 is inevitable.   
 
Impact of the '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 heavy costs. According the to requirements, 
production lines of lead-acid battery and its leaded 
components with a cadmium content exceeding 0.002% 
should cease operation by 31 Dec, 2013. We understand 
that there is merely 15% of the entire production capacity in 
China meets the above-mentioned requirement; while the 
most of the production capacity comes from the Company’s 
major competitor. At this stage we are not able to quantify 
the potential impact of this requirements to Tianneng, but we 
believe the impact will be material. 
 
Conclusion and Valuation 
Due to the debt-laden issue and the potential impact of the 
'Entry Requirements for Lead-acid Battery Industry', 
investment risk of Tianneng increased substantially. Beside, 
we are skeptical about the continuity of the current dividend 
policy, as Tianneng will suffer from severe capital pressure 
in 2H2012 and FY2013. We upgrade our leading FY2012 
P/E forecast of Tianneng to 6.12x with EPS of CNY0.69. 
The current share price of HK$5.01 implies a leading P/E of 
6.0x and represents a 2.0 percent upside potential. We 
upgrade our 12-month target price of Tianneng to HK$5.11 
with a “Neutral” 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 
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Securities Research, including but not limited to its officers, directors, employees or persons involved in the 
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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