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¢ We take a deeper look at the complicated impacts from the
AIDC and China's Compute/Power Integration

* We also highlight the expanding firm capacity reserve margin
and why a structural upcycle for power price 1s less likely

¢ Renewables to benefit structurally — Maintain Buy on Longyuan:

Reduce Huaneng H/A for current earnings downcycle

A deeper look at the Compute/Power Integration: Investor interest on Chinese IPPs
have picked up recently on Al-driven power demand and the government's push for
Compute/Power Integration (“$L111 [} [F]"). Indeed, we estimate AIDC power consumption
to rise 5x till 2030 (see China Power Ulilities: The Al power story Il, 17 Mar 2026). In this
note, we take a deeper look at AIDC's impact on China's electricity market. We also
demonstrate how the Compute/Power Integration program will mitigate these impacts by
flattening the load curve/reducing regional imbalance, etc. For IPPs, the implications are
not the same, and renewables IPPs are likely winners.

System flexibility from tightness to surplus: China is now tight on dispatchable
capacity given strong load demand and recent addition of massive unstable
renewables. But this could change soon, as we estimate the firm capacity is quickly
expanding, led by ESS. Hence, the reserve margin over peak load is rebounding
from 18% in 2024 to 34% in 2030 — back to pre-2020 level. This suggests a major
improvement in power supply capability, even during peak hours. Therefore, we
expect peak spot power price to be under pressure, which could then be reflected in
longer term power purchase agreement (PPA) prices. Conversely, demand/prices at
trough hours could increase and benefit renewables.

Less likely for a structural upcycle of power price: Some investors expect power
price trend to also be reversed and embark on an uptrend from here. Despite near
term volatility, we have a more cautious view on this. We believe China's Compute/
Power Integration and rising firm capacity reserve margin would drag average power
price in the market. Besides, lackliustre industrial/property consumption and largely
stable coal price are less likely to fuel higher power price over the medium term.

Buy Longyuan/CGN, Reduce Huaneng-A/H: We like Longyuan as a direct
beneficiary of the policy support for compute/power integration despite near-term
earnings pressure. We expect power price for renewables to rebound by 2027-28 as
demand/supply for renewables recalibrate. We also like CGN given upside from the
nuclear CfD policy. We have Reduce ratings for Huaneng H/A, considering its current
earnings downcycle, and higher risk for 2Q26 results.

This is our latest report on the Energy Transition theme. If you want to
subscribe to any of our nine big themes, click here.
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Power utilities comp table

Up/down MktCap ___ PE___ __ ROE____ ____PB____ _ Div¥Yld____
Company Ticker Rating Crncy TP Price side (USDm) 2026e 2027e 2026e 2027e 2026e 2027e 2026e  2027e
Utilities H-Share
Huaneng Power-H 902 HK Reduce HKD 5.00 659 -241% 16,085  10.3x 9.4x 12% 12% 1.2x 11x  54% 58%
CR Power 836 HK Hold HKD 2000 2004 -02% 13249 9.0x 8.4x 10% 10% 0.9x 08x 44%  48%
Huadian Power-H 1071 HK Hold HKD 4.30 450 -44% 8815 9,5x 9.4x 10% 9% 0.9x 09 51% 51%
CGN 1816 HK Buy HKD 420 338 243% 4819  135x  129x 9% 9% 1.1x 11x 33%  35%
China Power Int. 2380 HK Buy HKD 3.90 357 92% 5640 133x  11.1x 7% 8% 0.9x 08x 53% 63%
Longyuan-H 916 HK Buy HKD 8.10 671 207% 15759  11.3«x 8.2x 6% 7% 0.6x 06x 27% 37%
Datang Power * 991 HK NR HKD NA 263 NA 9699 6.8x 6.3x 8% 8% 1.0x 09x 48% 52%
Utilities A-Share
Huaneng Power -A 600011 CH Reduce  RMB 6.20 7.50 -17.3% 16.085 134x  124x 12% 12% 1.5x 14x  41%  45%
Huadian Power-A 600027 CH Hold RMB 5.20 538 -33% 8815 130x  13.0x 10% 9% 1.2x 12x 37%  37%
CYP 600900 CH Buy RMB 3100 2689 153% 96754 196x 190x 14% 14% 2.7x 25« 36% 37%
Longyuan-A 001289 CH Buy RMB 1960 1742 125% 15759 337x 244x 6% % 1.9x 18 08% 1.2%
Source: LSEG D , HSBC [*jdencte Bl g Priced at 20 May 2026

Key charts

China's Compute/Power Integration program could turn AIDC from a challenge to a
dispatchable resource for demand load
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Expanding firm capacity reserve margin could drag on power price in China
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Mitigating AIDCs’ impact

¢ AIDCs can cause complicated impacts to the electricity market, i e.
more load volatility and regional imbalance. .

¢ _ China's Compute/Power Integration could mitigate these impacts
through measures like co-location. on-site generation and VPPs

¢ Renewables benefit the most from demand upside and better load
flexibility. nuclear has potential but needs regulatory clarity to scale

AIDC power demand beyond the headline: volatility, flexibility and
winners

From power demand uplift to load-shaping potentials

Previously, we estimated that power consumption at AIDCs would jump 5x between now and
2030, reaching over 1,000bn kwh or 9% of China's total power demand, with further upside
coming from new Al agents and usage surge for Chinese Al models from overseas (see China
Power Utilities: The Al power story I, 17 Mar 2026). In this report, we look beyond the headline
AIDC power demand to understand its grid load profiles and the scope for load flexibility, which
remain less discussed by investors.

Our key thesis
+ Challenges: Rising power demand from AIDCs will likely increase grid-load volatility and lift
peak load, given less predictable computing workloads versus traditional data centres.

¢ Compute/Power Integration: We believe China's ambitious Compute/Power Integration
programme can effectively mitigate these impacts by flattening the load curve/reducing
regional imbalance, efc.

®  Winners: Renewables should be favoured, supported by mandatory green electricity
requirements for AIDCs and improving demand flexibility. By contrast, AIDC's incremental
impact on thermal generation looks less compelling in China. While nuclear is valued by
AIDC developers for its stable, emissions-free output, regulatory ambiguity must be
addressed to enable broader use of nuclear power for AIDCs in China.

AIDC load pattern: More volatile, yet more adaptable

A traditional data centre for cloud storage or enterprise data storage has a largely flat 24-hour
base load from IT equipment, with small fluctuations from daytime business operations. The
main variability comes from cooling, which typically peaks in the afternoon, then falls overnight
as temperatures drop. Similarly, the year-round load pattern is driven by stable baseload
computing needs and seasonal changes in cooling demand, which tend to peak during summer
months.
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AIDCs can have a very different power-demand pattern from traditional data centres, with
bigger, faster, and less predictable swings in electricity use. Al training and inference rely on
large GPU clusters working synchronously. Power demand can be extremely high during a
training session, then drop sharply when it finishes, creating demand fluctuations within a short
period of time. For inference (usage of trained model), the load pattern would be more
dependent on usage time and type - business use is likely to peak during working hours, and
personal use may resemble residential demand.

Impact of AIDC power demand on the intraday load patterns in China's metropolitan
areas, assuming no load shifting

AIDC usage pattern overlaps with C&| and residental peaks
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China's computing power distribution remains skewed toward coastal provinces
Currently, China's computing power remains highly concentrated. The Beijing-Tianjin-Hebei
region and the Yangtze River Delta together account for over 45% of the national computing
capacity as of 1Q25 (source: China Academy of Information and Communication Technology).
This underscores the need for load shifting and demand optimisation to smooth the increasingly
volatile load profiles that will emerge as AIDCs scale up.

Share of national computing power Share of national Al computing power
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Compute/Power Integration: How it changes AIDC’s load impact

China has laid out Al computing as a core pillar of economic growth for the 15" Five-Year-Plan
period while promoting “Compute/Power Integration” to meet AIDC power demand. Over the next
five years, we expect green eleclricity be critical to in this roadmap via green power trading, PPAs,
green certificates, and direct power supply. Meanwhile, AIDCs can act as stable, long-term off
takers for renewable generation, creating a win-win dynamic under the 15th FYP's direction. We
outline the mechanisms that can make compute/power integration work on the ground:

¢ Co-location with mega renewable bases: China is accelerating the integration of AIDC
with green energy by incentivizing AIDC investments in regions with abundant renewable
resources, such as Northwest China.

® On-site generation and direct power supply: AIDCs can utilise on-site distributed
renewables or co-located power supplies to reduce reliance on grid networks. Under
NDRC's recently released Action Plan to Promote Mutual Empowerment of Artificial
Intelligence and Energy (15 May 2026), regulators also encourage exploring the direct
supply of nuclear power to data centres to provide stable, emissions-free electricity.
Currently, a major barrier to direct power supply for AIDC is agreeing fair wheeling fees with
the local grid (or obtaining a waiver) to bring down transmission costs.

¢ Real-time demand response through virtual power plants (VPPs): Load shifting with
AIDCs can be done through moving computational workload to off-peak times or
geographical task migration in real time to shave demand "peaks” and fill demand "valleys".
This is suitable for power-cost-sensitive use case such as Al training and edge computing.
China is developing a National Integrated Computing Network that will integrate computing
resources into a nationwide platform to optimise the use of computing power.

Scenario 1: Impact of AIDC power demand on the intraday load patterns in China’s
metropolitan areas, assuming intraday compute/power integration
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Scenario 2: Impact of AIDC power demand on the intraday load patterns in China’s
metropolitan areas, assuming cross-regional and intraday compute/power integration

Part of the usage shifted to off-peak hours and other regions
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Local mandates: The case of Shanghai

¢ VPP for local demand response: Under the 15th Five-Year Plan, Shanghai aims for
virtual power plants (VPPs) to provide stable regulation capacity of around 5% of the city’s
annual peak load. As of Aug 2025, the Shanghai VPP Management Centre had connected
47 VPP operators with 2 GW of dispatchable capacity, covering EV charging/swapping,
building HVAC, industrial users, behind-the-meter storage, and data centres (Source:
Xinhua, 16 Aug 2025). Of the city's 160 operating data centres, around 15% had connected
to the Shanghai VPP management platform and participated in load dispatching, with total
registered adjustable load of 183.5 MW (Source: Sina, 5 Feb 2026).

¢ Cross-regional load shifting: State Grid Shanghai and China Telecom have recently
validated rapid cross-province Al workload migration for a 100-GPU cluster. In July 2025,
China Telecom's Lingang Al compute centre shifted live Al tasks to a data centre in Hubei
province within 3 minutes, without disrupting the computing service. This demonstrates the
potential for cross-regional load shifting and could enable data-centre operators to take
advantage of more competitive electricity prices in other regions.

¢ On-site off-grid generation: Shanghai's local data centre operator, Hailan Cloud (a
subsidiary of Hilander, 300065 CH, Not Rated), has brought a 2.3MW underwater data
centre project into commercial operation and is scaling it up to 24MW. Over 95% of the
facility's electricity is supplied directly by a windfarm nearby (source: government of
Lingang, 22 Oct 2025). The site also has independent backup power feeds to enable
seamless switchover in the event of an outage.

Renewables to benefit from higher demand and load flexibility

# At the system level, demand-side flexibility will gradually improve relative to baseload
supplies, as AIDCs’ participation in load shifting ramps up. This suggests grid regulation
capability is being strengthened from the demand side without squeezing reserve margin,
as AIDCs can evolve from passive load into a controllable resource that helps shave peaks
and fill valleys.

¢ AIDC growth is structurally positive for renewables, as the Chines é
mandates 80% of the power consumption of new data centres to come
As Al training loads can be shifted across time and geography, this will (m]: ) | a
utilisation (lower curtailment) and support incremental wind/solar (plus . 5
remote resource-rich regions.
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¢ For thermal power, however, the implication is less exciting for the long term. As
workload migration, VPP dispatch and behind-the-meter storage/off-grid supply reduce net
load curve volatility, they can dampen incremental peak load uplift and marginal demand for
ancillary services from thermal power. The role of thermal power will skew more toward
reliability/backup power source rather than the main power supply for AIDCs. This suggests
a more stable outlook for thermal power revenue.
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From tightness to surplus

¢ China’s electricity market could shift from current tightness in system
flexibitity into surplus of dispatchable power in the coming years

¢ _ as we estimate the firm capacity reserve margin would rebound
and return to pre-2020 level. amid fast-growing ESS and more

¢ This could drag on average spot power price first and later reflect in
longer term PPAs, while renewables would likely benefit

The power system flexibility could be in surplus soon

China is in tight supply of dispatchable power

In recent years, the electricity market in China continued to evolve with massive renewables
being added into the system, faster-growing load demand and more volatile power consumption
patterns. These have shifted the market from a position of generation abundance to a structural
tightness of flexible capacity in meeting load demand. In this environment, we have seen new
challenges, like increased curtailment of renewables, widened gap in peak/trough power prices,
or even negative pricing, etc.

...but this could change soon, and potentially into surplus again

While realizing this structural challenge, the Chinese government and the industry have been
working to improve the flexibility of the electricity system. These include: 1) restarting
investment in baseload power, i.e. nuclear and coal, 2) speeding up investment and support of
energy storage, including battery, pumped hydro and even flexible coal power, and 3) continued
investment in grid upgrade and UHV transmission lines.

Based on our analysis in below paragraphs, we believe that these efforts could relieve such
tightness in flexible supply, and potentially transitioning the market into surplus of dispatchable
power again in the coming years. In this scenario, we see different implications to China’s
electricity market, from lower upside potential in power prices, less volatile spot market to
reverse trends in project return in renewables and energy storage, etc. We believe most
investors may underestimate the speed of such transition.

A new analysis to evaluate surplus

Calculation of firm capacity reserve margin

Firm capacity, or dispatchable capacity of power refer to the available power generation fleet
that is ready anytime in the system. Its ratio over peak load (the highest demand of power
during the year), also known as the firm capacity reserve margin, is therefore a key metric in our
view to evaluate how sufficient is the power supply to meet fluctuating demand. We arrive these
estimates by:
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1. Calculating the firm capacity in China by applying different availability ratios to the
nameplated power generation capacity of different power sources. The availability ratio
considers the dispatchability and self-consumption of power of each technology, i.e. 0% for
wind/solar given their intermittency.

2. Divide the firm capacity by the peak load demand of the year in China, which we estimate
to grow at 6% CAGR in 2026-2030e, slightly ahead of power consumption and GDP
growth.

3. Analyse the trend of this firm capacity reserve margin from 2016 to our forecasted period of
2026-2030.

Calculation of firm capacity reserve margin

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026e 2027e 2028e 202% 2030e

A) Nameplate capacity (GW)
Coal

Gas

Hydro

Nuclear

Others

Wind

Solar

ESS

Total

B} Availability ratio
Coal

Gas

Hydro

Nuclear

Others

Wind

Solar

ESS

C) Firm capacity (GW) = A)'B)
Coal

Gas

Hydro

Nuclear

Others

Wind

Solar

ESS

Total

- Yoy

D} Peak load

- yoy

E) Firm capacity reserve margin = C)/D)
-yoy

Source: NEA, HSBC estimates

The reserve margin is on an
uptrend to 34% by 2030e,
suggesting a potential
surplus
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A potential surplus in firm capacity
We summarise the key findings of above analysis:

#® The firm capacity reserve margin dropped steadily from 40% in 2016 to 18% in 2024, which
was in line with our observation for the lack of system flexibility during the period...

® _.then we estimate it to be on a consistent uptrend from 2025 and reach 34% by 2030e,
well above a typical threshold of 20%, hence suggesting a potential surplus.

® We expect this to be driven by the fast-growing firm capacity in China, by 752GW or 40%
from 2025 to 2030e.

* Within different technology, battery ESS is the largest contributor of the growth in firm
capacity, followed by flexible coal power and pumped hydro.
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The firm capacity reserve margin is on an uptrend
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What could go wrong in our analysis
There are risks to our assumptions in the above analysis, including:

# Regional imbalance: we take China as a unified electricity market for simplicity. There are
imbalance of firm capacity and reserve margin for different provinces.

# Higher-than-expected load growth: If peak load is growing faster than our estimates, i.e.
climate reasons, we could have less surplus in power supply and system flexibility.

#® Less-than-expected ESS installation: as system flexibility starts to improve, project return of
battery ESS should normalise or decline, which in return could lower the installation
potential as in our forecast.

Implications to China’'s power market

With the firm capacity reserve margin going from tight to potential surplus in the coming years,
we see different impacts to China's power market:

¢  Smoothing the “duck” (net load) curve: Thanks to the buildout of more ESS and flexible
coal power, we believe power demand during trough hours and supply during peak hours will
increase. This shall largely improve the current supply bottleneck of China's power system.

# Narrowing gap in peak/trough spot power prices: given more balanced demand/supply
of power during the day, we expect spot power price at peak hours to go down assuming
stable input cost for power generation, and the opposite for spot price at trough hours.

® Pressure on average power prices: Normally, spot power price at peak hours is a leading
indicator for average power price in the market. Hence, downward pressure on spot power
price could gradually translating into lower average retail power price as well as wholesale
power price in longer term PPAs due to lower risk premium.

# Improving project return for renewables: As more trough-filling capacity, like battery ESS
being added to the system, wind/solar projects would likely become a major beneficiary of
lower curtailment and higher tariffs, and hence bringing better project return.

¢ More competition or less policy support on ESS: With narrowing gap for peak/trough
power prices, the arbitrage profits for ESS may come down. This could also be the case for
ancillary services due to more competition and supply. Eventually, the government could
reduce financial support, like the capacity payment for new projects.
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Power supply and flexibility likely more important factors in driving future power price
In China, the movement of power prices are normally dependent on its supply/demand and the
changes of coal price (as the marginal input cost). As a recap in chart below, we note that the
rising coal price (grey line) and declining firm capacity reserve margin (black line, representing
marginal supply/demand of power) together pushed up power prices (red line) in the country
during 2016 to 2022/23. Since 2024/2025, power prices in China were falling because the
shaper decline in coal price outweighed the impact of pick up in firm capacity reserve margin.

Looking ahead, we believe coal price in China to stay largely stable apart from an uptick in
2026. Therefore, the increasing supply in both generation and flexibility of power should
become a more prominent factor. This could be a structural pressure on average power prices
in China, although we believe the prices for renewables and during trough hours would go up.

Supply surplus could be a structural pressure on average power price ahead

1350 + 45% - Supply surplus should 0.44
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Sector and stock views

¢ We don't think power price in China is on a structural uptrend
despite recent volatility

¢ Renewables remain in a better position longer term: Coal power is
less relevant to the Al theme and heading to earnings decline

¢ Buy Longyuan and CGN. Reduce Huaneng-A/H

Less likely for a structural upcycle in power price

Some investors now expect a structural upcycle in power price...

In April, spot power price in Guangdong jumped because of a quick disruption from the import
gas market, which further led to a 30% increase in the monthly contracted price in May. We
expect this momentum in Guangdong to cool down in coming months as the impact from gas
market is fading away, while power prices in other provinces remain rather stable during the
period. Nevertheless, many investors now start to expect power price to be on an uptrend in
China because of 1) strong demand driven by Al; and 2) inflation in global energy prices.
However, we have a more cautious view on this.

Guangdong’s spot power price is cooling down

1200
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] T . T
Jan/2026 Feb/2026 Mar/2026 Apri2026 May/2026
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...which we believe is less likely
We believe the power price in China is less likely to enter a structural upcycle over the medium
term. Apart from detailed discussion in previous sections, below is a summary of our arguments:

¢ Demand: Al is no doubt a major driver for power consumption in China going forward.
While the market has high expectation on this being a driver for power price, we argue that
China’'s ambitious Compute/Power Integration programme should flatten the demand curve
and reduce regional imbalance. Apart from this, we see a stable industrial demand on
power while property related consumption shows no signs of recovery.
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¢ Supply: China is speeding up the installation of dispatchable capacity, i.e. ESS and flexible
coal power. With this, we estimate the firm capacity reserve margin to rebound and recover
to pre-2020 level in the recent years. This should help shift the electricity market from
tightness in system flexibility to a potential surplus, pressing down average power price
from the spot market first before reflecting in longer term PPAs.

® Cost: We expect the average coal spot price in China to rebound by 6% y-o-y this year due
to tighter import coal market. Given we believe there's sufficient output potential
domestically, we see largely stable coal price in the medium term (see China Coal: more
resilient to external supply shock, 18 March 2026). Apart from the major input cost, we
expect investment/equipment cost of power generating/ESS projects in China to remain
stable as well, which historically is less relevant to the movement of power price.

China thermal coal price spot price
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Sector views

Renewables: Watch for more demand-side policy support

On blended basis, we expect power prices to remain in a downtrend y-o-y in 2026 due to loose
demand/supply in Northern and Western provinces, although the downtrend has been
moderating thanks to the rollout of renewables contract-for-difference (CfD) schemes. We
expect renewables power price to stabilise and rebound in 2027-28 as power demand/supply
recalibrate, and "compute/power integration” remains a key catalyst which should enhance both
demand and system flexibility that could lower curtailment for renewables. Meanwhile,
development of direct power supply with AIDCs would allow green power suppliers to achieve
more favourable contract pricing than spot markets, supporting mutual benefits. Another key
catalyst to watch in 2H26 would be the bidding of CfD price for 2027.

Nuclear: Earnings growth back on track

We remain constructive on nuclear power operators in China. In the near term, the introduction
of nuclear CfD schemes in Liaoning and Guangxi should support nuclear earnings in 2026.
Expansion of CfD policies to other provinces remains a key catalyst to watch in 2026-27. AIDC-
driven demand upside for nuclear remains less straightforward for now, given regulatory
ambiguity over whether nuclear qualifies towards the 80% "green electricity” requirement for
data centres. In the long term, the development of long-term commercial PPAs for nuclear
power with data centres as potential off-takers may bring upside to earnings, especially given
recent policy support.
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Coal power: higher earnings risk in 2Q

We remain negative for coal power producers in China. Despite recent recovery of power prices
in some provinces, the average effective tariff is declining on a y-o-y basis even including higher
capacity payment. Coal price edged up and leading to margin contraction and earnings decline.
Particularly, we see higher earnings risk for 2Q26, given a bigger increase in coal price off the
low base in last year (24% y-o-y increase in QHD5,500 spot price so far).

Stock picks

CGN Power (1816 HK, Buy)

We reiterate our Buy rating on CGN. The recent share price correction following weak 1Q26
results likely reflects investors’ concerns over weakness in spot power market in Liaoning and the
prolonged refuelling outages at Taishan Nuclear, Guangdong. The extended downtime in
Guangdong also limits CGN's ability to benefit from higher local spot power prices. Still, our
expectations for earnings recovery in 2H26 remains directionally unchanged, driven by (1)
introduction of the CfD policy in Liaoning and Guangxi; and (2) new capacity from Huizhou and
Cangnan. We see potential for further rerating from improved visibility of project returns driven by
the rollout of CfD policy across China in 2026-27. Valuation remains attractive at 11.0x PE and
1.1x PB for 2026 given its defensive value with stable utilisation and visible long-term growth.

Longyuan (916 HK/ 001289 CH, Buy/Buy)

We expect earnings to remain under pressure in 2Q26 as potential El Nino could bring further
downside risks to wind and solar utilisations. However, we see positive catalysts from policy support
for renewable consumption (via direct interconnection with data centres, green fuel production, and
stricter emission controls on hard-to-abate sectors), which should help reset power prices in 2027-
28. We believe risk/reward remains attractive, with the H-shares trading at a 2026e PB of only 0.6x
compared to other SOE power utilities at 0.8- 1.2x. Hence, we maintain our Buy ratings on
Longyuan-H/A.

Huaneng Power (902 HK/600011 CH, Reduce/Reduce)

We maintain our Reduce ratings on Huaneng H/A. Its 1Q26 net profits dropped 10% y-o-y and
we see faster fall in this quarter amid a high base (2Q25: +50% y-o-y). Recent shares rally on
the back of expectation for power price uptrend and the Compute/Power Integration theme were
unjustified in our view. The company now trade at 10x/13x PE, 1.1x/1.5x PB and 5%/4%
dividend yield for 2026, which look unattractive to us.

ESG disclosure

Where is Longyuan on the Energy Transition journey?

Longyuan disposed of 1.2GW of coal power capacity in August 2024 and deconsolidated the
remaining 0.7GW of coal power capacity at end-2024. As a recap, the coal-related business
accounted for c19% of its revenue as of 2023, before the deconsolidation. Longyuan has
ceased investment in coal power since its listing in 2009 and become dedicated to wind and
solar-power development.

Where is Huadian Power on the Energy Transition journey?

88% of Huadian Power’s net profits stems from the coal power segment. The coal power
segment includes coal-fired power generation and sales to downstream users. The company
has previously spun off its renewable energy assets into an associate, Huadian Renewable
{HDR), which debuted on A-share IPO for financing to support and accelerate its renewables
expansion. As a result, Huadian Power is seeking to reduce its heavy reliance on coal by
investing in HDR, thereby diversifying its earnings mix over time. During the 15th Five-Year-
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Plan (2026-30), HDP aims to have 10GW of pump hydro power projects turned into
construction, and expect them to become operational from 2030s onward, an continuing efforts
for energy transitions.

Where is China Power International on the Energy Transition journey?

China Power International (2380 HK) currently has 9.8GW of coal power capacity, accounting
for 18% of total installed capacity, and contributing 40%/c49% of revenue/net profits in 2025.
The coal-related business mainly involves coal power generation and sales. CPI is actively
working to reduce its coal capacity by expanding its clean energy portfolio through two main
routes: (i) clean asset injections from its parent, including hydro and renewable assets such as
Huanghe Hydro, which has 16GW of installed hydro capacity; and (ii) independent development
of renewable projects. During the 14th FYP (2021-2025), the company has invested
cRMB100bn into wind/solar energy development and another RMB100bn in the next 5 years.
By end-2025, clean energy accounted for approximately 84% of total installed capacity.

Where is Huaneng Power on the Energy Transition journey?

Huaneng Power (902 HK/600011 CH) generates 61% of revenue from the coal related
activities. These activities include coal power generation and sales to downstream users and
the grid. The company is the largest coal-fired independent power producer in China, with coal
power accounting for 59% of total installed capacity. The company has strived to achieve
energy transition, by adding 38GW of wind/solar capacity in 2020-25, investing more than
RMB114bn over the same period. Huaneng Power is an early leader in hydrogen technologies
among China’s five major power SOE groups, and was the first to launch a 1,300 standard
cubic metres per hour alkaline water electrolysis hydrogen production system globally. The
company plans to invest RMB37.7bn in renewable power projects in 2026.

Where is CR Power on the Energy Transition journey?

CR Power currently has 76%/26% of revenue/net profit derived from coal-related activities. The
coal operation mainly engages in coal power generation and sales to the grid and business
users. CR Power has set itself green energy transition goals by reducing coal capacity exposure
to <50% from the current share of 62%, by adding c40GW of wind/solar capacity during 2021-
25. Over the past two years, the company has invested cHKD67bn (equivalent to cUSD8.6bn)
on green energy projects. With a strong commitment to green transition, the company plans to
further invest HKD35bn (equivalent to USD4.6bn) in green energy-related projects in 2026.

China Power International: SOTP valuation

SOTP valuation 2026e
Net asset value (RMB) 3.54
Hydro 062
Thermal 057
Renewable 234
SOTP valuation

Hydro {DCF valuation)

Thermal (PB valuation) 0.7x
Renewable (PB valuation) 0.7x
ESS (PE valuation) 2.0x
Implied value (RMB) 3.40
Hydro 138
Thermal 0.40
Renewable 152
ESS 0.10
RMB/HKD 116
Environmental discount 0%
TP (HKD) 390

Source: HSBC estimates
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CR Power: SOTP valuation

CR Power's SOTP valuation
CR Power's BVPS (HKD/share)
-Renewables

-Thermal

Benchmark PB {x)
-Renewables (A share RE operalors' average PB)
-Thermal (Huaneng- H)

Environmental discount
Holding company discount
TP (HKD)

Source: HSBC estimates

Equities ® Electric Utilities
26 May 2026

2026e
22.73

1818

455

1.30x
0.70x

5%
25%
20.00
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Valuation and risks
- Valuation Risks

CGN Power Current price: Methodology: Discounted cash flow Downsi‘de risks: Sloyelr-lhan-expected
1816 HK HKD3.38 Assumptions: completion of new units, weaker-than-expected

Target price: . ) . o utilisation; more-than-expecled refuelling

g : A WACC of 4.7%, based ona risk-free rate of 4.25% anq an equity risk outages; higher-than-expected fuel costs; and

- premium of 4.75% according to our equity strategy team's forecasts, an i '
: equity beta of 0.7, and a cost of debt of 2.3% (all unchanged) lower tarifs eom market ading of powsr,

Buy Up/downside: quity o = geci. which may result in lower average tariffs.

+24.3% ¢ Terminal growth rate of 0% (unchanged)

We use HSBC FX strategists’ latest end-2026e RMB-HKD FX rate assumption
of 1,16 {unchanged} to derive our target price of HKD4.20 {unchanged). Our
target price implies 24.3% upside. We maintain our Buy rating as we believe
CGN provides defensive value with slable utilisations and visible long-term
growth, while the potential introduction of nuclear power CfD across China is an
upside risk to watch.

Evan Li* | evanmh i@rsbe com hk | +852 2996 6619

Longyuan Current price:
Power H/A HKDS.71
H: 916 HK RMB17.42
A: 001289 CH Target price:
HKD8.10
H: Buy RMB19.60
A: Buy Upside:
H: +20.7%
A: #12.5%

HNP H/A Current price:

902 HK HKD&.59

600011 CH RMB7.50
Target price:

H: Reduce HKDS5.00

A: Reduce RMB6.20
Upidownside:
H: -24.1%
A:17.3%

Methodology: DCF and A/H price premium of 180% (unchanged) for A-share  Downside risks for H/A shares: Lower-than-
TP conversion. expected tariffs; weaker-than-expected
utilisation and, thus, lower-than-expected

Assumptions: WACC of 5.5%, based on a nsk-free rate of 4.25%, equity risk power generation and revenue; and polential

premium of 4.75%, equity beta of 1.05. and cost of debt of 3% (all unchanged). . .. ;
We assume a terminal growth rate of 2% ({unchanged) to reflect growth in long- ggzi':]m':2;::;?;;?;’ereenel:;b:ei?z;g:. nd
term power demand from Al. We use HSBC FX strategists’ latest end-2026e y ' P ne-
RMB-HKD FX rate assumption of 1.16 {unchanged) to derive our H-share TP of farm fleets.

HKDB8 10 {unchanged). Our H-share target pnce implies 20.7% upside and we

maintain our Buy rating as we view the acceleration of RE subsidy settlements

and power demand from Al as positive catalysts, despite near-term eamings risk.

A-share target price: Our A-share target price is RMB19.60 {unchanged). is
converted from the H-share target price by applying an H/A price premium of
180% (unchanged) benchmarked to the average since 2023. Our A-share larget
price implies 12.5% upside and we maintain our Buy rating on the stock because
we are positive on its renewable assels, catalysts from RE subsidies, and rising
power demand from Al computing.

Evan Li* | evan.m.h li@hrsbe com hk | +B52 2396 6619

Methodology: 2026e P/B valuation {unchanged), and A/H price premium for A-  Upside risks for H/A shares:

share TP conversion. + Lower-than-expected coal costs
Target valuation: 0.95x 2026e P/B at past three-year average P/B valuation and & Higher than-expected tariffs
43% A/H price premium (unchanged).

Target price: We continue to assign a 10% environmental discount to reflect
the existing substantial coal-fired units held by Huaneng, and apply HSBC end-
2026e RMBMKD FX rate assumption of 1.16 (unchanged), arriving at our HNP-
HiA TP of HKD5.00/ RMBE.20 {both unchanged). Our HNP H/A target prices
imply 24.1%{17.3% downside. We maintain the stock at Reduce/Reduce
ratings, as the H/A valuations look less attractive — 2026e trading P/B at
1.2x/1.5x. Potentially higher-than-expected coal price may continue to weigh on
the company's dark spread outiook.

Daniel Yang® ' daniel h.yang@hsbc.com bk | +852 299 66976

+ Stronger-than-expected utilisation
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Valuation Risks
HDP H/A Currentprice:  Methodology: Target PB multiple valuation; A/H premium for A-share TP Upside risks for H/A shares:
1071 HK HKD4.50 Target valuation: 0.95x 2026e PB, benchmarked to the past three-year PB (1) Lower-than-expected coal costs, higher than-
600027 CH RMB3.38 mean (both unchanged) expected tariffs, (2) stronger-than-expected
Targetprice:  H.share TP assumptions: We use RMB/HKD FX rate assumption of 1,16 utiisation; and (3) higher-than expected capacity
Hold/Hold HKD4.30 {unchanged) and an additional environmental discount of 10%, arriving at our ~ Payment in 2026 could lead o upside in
RMB5.20 rounded TP of HKD4.30 {unchanged). This implies 4.4% downside from current ©3mings.
Upfdownside:  Price levels. and we maintain our Hold rating because the current valuation looks
H: -4.4% fair to us at 2026e PB of 0.9x . Downside risks for H/A shares:
A:-33% A-share TP assumptions: We derive our A-share TP by applying a 40% (1) Stronger-than-expected coal prices; lower-

{unchanged) A/H premium over the H-share TP, and the RMB/HKD assumption than-expected tariffs; (2) weaker-than-expected
of 1.16 (unchanged). Our TP of RMBS.20 (unchanged) implies 3.3% downside, Utiisation: {3) no change in capacity payment
and we therefore maintain our Hold rating; the current trading valuation looks ~ MaY drag on the company’s thermal eamings
justified to us at 2026e PB of 1 2x PB. outlook and the dark spread going forward.

Daniel Yang* dan el h.yang@hsbc.com bk | +852 299 AA976

China Power Current price: ~ Methodology: 2026e PB-based SOTP valuation Key downside risks: Continued strong hydro
International HKD3.57 Assumptions: generation that could weigh on CPI's thermal
2380 HK Target price:  Thermal assets: We maintain our target PB for the thermal assets at0.7x  Utilization, stronger-than-expected coal prices
HKD3.90 {unchanged), referencing the H share thermal utilities seclor average 2026e dragging on coal power segment profils; and
PB: we arrive at a fair value of RMBO0.40 (unchanged) lower-than-expected tariffs.
+ Renewable assets: 0.7x 2026e PB {unchanged. benchmarked to the
average PB of renewable H-share operators), to arrive at a fair value of
RMB1.52 (unchanged).

+ Hydro assets: We continue to use a DCF approach with base year 2026e.
We keep the beta at 1.0 and WACC at 6.23% (unchanged}, arriving al a fair
value of RMB1.38 (unchanged) for the hydro segment.

« ESS assets: We conlinue to use a target price-lo-eamings (PE) ratio of 2x,
arriving at a fair value of RMB0.10 (unchanged).

Buy Upside:
+9.2%

We add up our fair values of the above respective segments and apply HSBC
FX strategists' latest end-2026e RMB-HKD FX rate assumption of 1.16
{unchanged) to derive our target price of HKD3.90 {unchanged). This implies
9.2% upside from current levels. We maintain our Buy rating on CPI as we
believe the looming downcycle in its thermal operation should have limited
impacts to company’s DPS, which should stay largely intact given a potential
uplift in payout palicy.

Daniel Yang® dan el h.yang@hsbc.com bk | +852 299 66976

CR Power ﬁmﬁg gjﬁei Methodology: 2026E PB-based SOTP valuation {unchanged) Upside risks:
836 HK - Assumptions: {1) Lower-than-expected coal prices. {2) Higher-
Target price: + Renewable assets: 1.30x 2026e (unchanged), referencing the A-share Ithanexpt‘acted ooflsolrdaled ol du_e loan
HKD20.00 renewable seclor avera . A increase in capacity payment and higher
ge PB. given its progress towards its A-share IPO. market-based tarifl. (3) Higher-than-expected
Hold Upldownside: We continue to apply a 25% holding discount (unchanged), assuming CRP 1 utlisal d 9 K pe h
0.2% will take ¢75% control of CR Renewable. Wermal uilisation dus 1o wesher ouiput in hydro

Thermal assets: 0.7x 2026e PB (unchanged). referencing H-share thermal andreneuatle

+ Thermal assets: 0.7x e PB (unchanged). referencing H-share therma o

utilities” average trading 2026e PB multiple. 3?‘;:2:;9:::{_% ected ooal prices;

We continue to apply an environmental discount of 5% to CR Power's existing  (2) Lower-than-expected tariffs due to Ilower
thermal units. By adding up the respective segmental implied values, we arrive  market-based trading tariff. (3) Weaker-than-
atour TP of HKD20.00 {unchanged). Our TP implies 0.2% downside from expected thermal utiisation due 1o strong hydro
current levels. We maintain the stock at Hold. The stock currently trades at 0.8x  power output,

2026e PB and offers a dividend yield of 4.4%, close to its three-year average

PB. the current price looks fair to us.

Daniel Yang* dan el h.yangi@hsbe.com bk | +852 293 66976

Priced at 20 May 2026
Source: Bloomberg. HSBC estmates
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