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After dropping 47%, Hanergy is just back to Feb levels

Literally as we were writing up our visit last week to Hanergy’s Chengdu
facilities for our China Forum wrap, the stock fell 47% and was
suspended (HKEx link) at 10:40 am on 20 May. As this note goes to
publication, there is still no clear indication of what drove the sudden
collapse in the share price and we cannot add much to media speculation.
But even after the fall, Hanergy is valued at 19x our very optimistic rough
2017 earnings estimate, which assumes that the company can overcome
formidable technical challenges.

A very rough day, indeed

Hanergy’s market cap nearly halved to US$21bn before it was suspended
Wednesday morning. As of this morning there is still no clear explanation of
what triggered the precipitous drop, and we cannot speculate beyond what is
already in the media. There is also no clear timeline for when the company
will be able to issue an announcement and come out of suspension.
Ominously, there are HKEx stocks that have been in suspended animation for
multiple years, although they are much smaller.

Visit to Chengdu: Really making stuff

As it happens, we visited Hanergy Group’s (parentco of Hanergy Thinfilm
Power) manufacturing facilities and R&D lab outside Chengdu last week. The
plant consists of two 300MW thin-film amorphous silicon (a-si) lines that were
reportedly operating at near 100% utilisation. While it remains unclear where
all these panels are destined for, clearly they really were being produced.
There was also a fair amount of inventory stacked up in warehouses.

R&D centre: Challenges remain

We also met senior R&D staff working primarily with the legacy a-si
technology, but also with the more exciting technologies that Hanergy
purchased from the USA and Europe. Of these, CIGS (copper indium gallium
di-selenide) is the most promising. The engineers were quite frank about the
challenges in ramping up this capacity on a very tight timeline. In particular,
there is no way to use off-the-shelf equipment. This supports our contention,
previously published, that the target timelines for CIGS production by end-
2015 will be tricky.

Cheap after the fall?

We do not formally cover Hanergy, but have built a very basic earnings
model. As explained in our December 2014 note, Are they really that good?
and our February note, The 10th man on Hanergy, even assuming the
company can fight through the formidable challenges it faces in ramping up
new technologies (CIGS) where others have failed, the stock is not especially
cheap. After yesterday’s drop, on our very optimistic rough numbers, the
stock would be on ¢.19x 17F PE. For now in any case, that remains academic.
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The policy of CLSA (which for the purpose of this
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Americas, LLC ("CLSA Americas")) and Credit Agricole
Securities Taiwan Co., Ltd. ("CA Taiwan”) is to only
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is for your information only and does not constitute any
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of a discloseable position should not be taken as
endorsement on the validity or quality of the research
report or recommendation.

Neither analysts nor their household
members/associates may have a financial interest in, or
be an officer, director or advisory board member of
companies covered by the analyst unless disclosed
herein. Unless specified otherwise, CLSA/CLSA
Americas/CA Taiwan did not receive investment
banking/non-investment banking income from, and did
not manage/co-manage a public offering for, the listed
company during the past 12 months, and it does not
expect to receive investment banking compensation from
the listed company within the coming three months.
Unless mentioned otherwise, CLSA/CLSA Americas/CA
Taiwan does not own a discloseable position, and does
not make a market, in the securities.

The analysts included herein hereby certify that the
views expressed in this research report accurately reflect
their own personal views about the securities and/or the
issuers and that unless disclosed otherwise, no part of
their compensation was, is, or will be directly or indirectly
related to the specific recommendation or views
contained in this research report or revenue from
investment banking services provided. The analyst/s
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that they were not in possession of any material, non-
public information regarding the subject company at the
time of publication of the report. Save from the
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of any material conflict of interest.

Key to CLSA/CLSA Americas/CA Taiwan investment
rankings: BUY: Total stock return (including dividends)
expected to exceed 20%; O-PF: Total expected return
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expected return positive but below market return; SELL:
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Taiwan Universe:
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There are no numbers for Hold/Neutral as CLSA/CLSA
Americas/CA Taiwan do not have such investment
rankings.

For a history of the recommendations and price
targets for companies mentioned in this report, as well as
company specific disclosures, please write to: (a) CLSA
Americas, Compliance Department, 1301 Avenue of the
Americas, 15th Floor, New York, New York 10019-6022;
(b) CLSA, Group Compliance, 18/F, One Pacific Place, 88
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© 2015 CLSA Limited, CLSA Americas, LLC (“CLSA
Americas”) and/or Credit Agricole Securities Taiwan Co.,
Ltd. ("CA Taiwan”)

This publication/communication is subject to and
incorporates the terms and conditions of use set out on
the www.clsa.com website. Neither the
publication/communication nor any portion hereof may
be reprinted, sold, resold, copied, reproduced,
distributed, redistributed, published, republished,
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by any means without the written consent of CLSA group
of companies (excluding CLSA Americas, LLC) ("CLSA"),
CLSA Americas (a broker-dealer registered with the US
Securities and Exchange Commission and an affiliate of
CLSA) and/or CA Taiwan.

CLSA, CLSA Americas and CA Taiwan has/have
produced this publication/communication for private
circulation to professional, institutional and/or wholesale
clients only. This publication/communication may not be
distributed or redistributed to retail investors. The
information, opinions and estimates herein are not
directed at, or intended for distribution to or use by, any
person or entity in any jurisdiction where doing so would
be contrary to law or regulation or which would subject
CLSA, CLSA Americas and/or CA Taiwan to any additional
registration or licensing requirement within such
jurisdiction. The information and statistical data herein
have been obtained from sources we believe to be
reliable. Such information has not been independently
verified and we make no representation or warranty as to
its accuracy, completeness or correctness. Any opinions
or estimates herein reflect the judgment of CLSA, CLSA
Americas and/or CA Taiwan at the date of this
publication/communication and are subject to change at
any time without notice. Where any part of the
information, opinions or estimates contained herein
reflects the views and opinions of a sales person or a
non-analyst, such views and opinions may not
correspond to the published view of CLSA, CLSA
Americas and/or CA Taiwan. This is not a solicitation or

Hanergy

any offer to buy or sell. This publication/communication is
for information purposes only and does not constitute any
recommendation, representation, warranty or guarantee
of performance. Any price target given in the report may
be projected from one or more valuation models and
hence any price target may be subject to the inherent
risk of the selected model as well as other external risk
factors. This is not intended to provide professional,
investment or any other type of advice or
recommendation and does not take into account the
particular investment objectives, financial situation or
needs of individual recipients. Before acting on any
information in this publication/communication, you
should consider whether it is suitable for your particular
circumstances and, if appropriate, seek professional
advice, including tax advice. CLSA, CLSA Americas
and/or CA Taiwan do/does not accept any responsibility
and cannot be held liable for any person’s use of or
reliance on the information and opinions contained
herein. To the extent permitted by applicable securities
laws and regulations, CLSA, CLSA Americas and/or CA
Taiwan accept(s) no liability whatsoever for any direct or
consequential loss arising from the use of this
publication/communication or its contents. Where the
publication does not contain ratings, the material should
not be construed as research but is offered as factual
commentary. It is not intended to, nor should it be used
to form an investment opinion about the non-rated
companies.

Subject to any applicable laws and regulations at any
given time, CLSA, CLSA Americas, CA Taiwan, their
respective affiliates or companies or individuals
connected with CLSA/CLSA Americas/CA Taiwan may
have used the information contained herein before
publication and may have positions in, may from time to
time purchase or sell or have a material interest in any of
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currently or in future have or have had a business or
financial relationship with, or may provide or have
provided investment banking, capital markets and/or
other services to, the entities referred to herein, their
advisors and/or any other connected parties. As a result,
investors should be aware that CLSA, CLSA Americas, CA
Taiwan and/or their respective affiliates or companies or
such individuals may have one or more conflicts of
interest.

Regulations or market practice of some
jurisdictions/markets prescribe certain disclosures to be
made for certain actual, potential or perceived conflicts of
interests relating to research reports. Details of the
disclosable interest can be found in certain reports as
required by the relevant rules and regulation and the full
details are available at
http://www.clsa.com/member/research_disclosures/.
Disclosures therein include the position of CLSA, CLSA
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Americas and CA Taiwan only and do not reflect those of
CITIC Securities International Company Limited, Credit
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respective affiliates. If investors have any difficulty
accessing this website, please contact
webadmin@clsa.com on +852 2600 8111. If you require
disclosure information on previous dates, please contact
compliance_hk@clsa.com.
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on behalf of CLSA Limited (for research compiled by non-
US and non-Taiwan analyst(s)), CLSA Americas (for
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United States of America: Where any section of the
research is compiled by US analyst(s), it is distributed by
CLSA Americas. Where any section is compiled by non-
US analyst(s), it is distributed into the United States by
CLSA solely to persons who qualify as "Major US
Institutional Investors" as defined in Rule 15a-6 under
the Securities and Exchange Act of 1934 and who deal
with CLSA Americas. However, the delivery of this
research report to any person in the United States shall
not be deemed a recommendation to effect any
transactions in the securities discussed herein or an
endorsement of any opinion expressed herein. Any
recipient of this research in the United States wishing to
effect a transaction in any security mentioned herein
should do so by contacting CLSA Americas. Canada: The
delivery of this research report to any person in Canada
shall not be deemed a recommendation to effect any
transactions in the securities discussed herein or an
endorsement of any opinion expressed herein. Any
recipient of this research in Canada wishing to effect a
transaction in any security mentioned herein should do so
by contacting CLSA Americas.

United Kingdom: In the United Kingdom, this research
is @ marketing communication. It has not been prepared
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in accordance with the legal requirements designed to
promote the independence of investment research, and is
not subject to any prohibition on dealing ahead of the
dissemination of investment research. The research is
disseminated in the EU by CLSA (UK), which is authorised
and regulated by the Financial Conduct Authority. This
document is directed at persons having professional
experience in matters relating to investments as defined
in Article 19 of the FSMA 2000 (Financial Promotion)
Order 2005. Any investment activity to which it relates is
only available to such persons. If you do not have
professional experience in matters relating to
investments you should not rely on this document.
Where the research material is compiled by the UK
analyst(s), it is produced and disseminated by CLSA
(UK). For the purposes of the Financial Conduct Rules this

research is prepared and intended as substantive
research material.
Singapore:  This  publication/communication is

distributed for and on behalf of CLSA Limited (for
research compiled by non-US and non-Taiwan
analyst(s)), CLSA Americas (for research compiled by US
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