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Pylon Technologies (688063)

2022 earning estimate quicktake: Pylon’s product
shipments doubled in 2022 and profit per unit in
22Q4 increased rapidly QoQ

Buy (Maintain)
Forecast & Valuation 2021A 2022E 2023E 2024E
Revenue (RMB mn) 2,063 5,886 13,547 19,566
Growth (YoY %) 84% 185% 130% 44%
Net profit (RMB mn) 316 1,257 2,801 3,868
Growth (YoY %) 15% 298% 123% 38%
EPS (RMB) 2.04 8.12 18.09 24.98
P/E (X) 150.50 37.85 16.99 12.30

Investment Thesis

B Event: Pylon released its 2022 earning estimate on 12/1/2023. Pylon’s 2022 estimated
net profit is Rmbl.18-1.31bn, up by 273-314% YoY; 22Q4 estimated net profit is
Rmb535-665mn, up by 723-923% YoY and 40-75% QoQ, higher than market
expectations.

B Pylon’s product shipments increased by 20-30% QoQ and the profit per unit
growth QoQ exceeded market expectation in 22Q4. We expect that Pylon’s product
shipments will increase by 20-30% QoQ to 1.2-1.3gwh in 22Q4 due to capacity
expansion of 4gwh during the quarter. We expect that Pylon’s product shipments will
increase by more than 120% YoY to 3.4-3.5gwh in 2022 and more than 100% YoY to
more than 8gwh in 2023. Profit per unit of Pylon’s product was about 0.45-0.5 Rmb/wh
in 22Q4 due to the increase of price per unit (transmit the increase in the cost of lithium
carbonate to the downstream) and reduction of freight and exchange costs. We expect the
profit per unit will maintain at a high level in 2023 due to stable price per unit and cost
reduction from scaling.

B The fluctuation of European electricity prices does not change the economy of
residential energy storage, of which the market demand is very likely to double in
both 2022 and 2023. In 2022, the rise in energy costs in Europe has promoted the high
growth of residential PV system. Although the EU has recently issued a policy to restrict
the price of non-gas electricity under 180 euros/MWh, resulting in fluctuations of
electricity prices, the terminal electricity price still remains at more than 40 euro cents, at
which residential PV energy storage systems are still economical. We expect that the
installed capacity of residential energy storage system will increase by 296%/105% YoY
to 11/23GWh in 2022/2023 in Europe and will increase by 250%/127% YoY to
19/38GWh in 2022/2023 globally. Considering channel inventory, global residential
energy storage system shipments will increase by 339%/101% YoY to 33/66GWh in
2022/2023.

B Earnings Forecast & Rating: We maintain Buy rating with TP at 542.7Rmb
(corresponding to P/E at 30x in 2023), considering rapid growth and intensifying
market competition of energy storage business. We revise up Pylon Technologies’
earning forecast and expect that its net profit will increase by 298%/123%/38% YoY to
Rmbl1.257/2.801/3.868bn  (previous value at Rmbl.131/2.756/3.865bn) in
2022/2023/2024 respectively, with corresponding P/E at 38/17/12x respectively.

B Risks: Intensified market competition.
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Price Movement

PT CSI300
N
Market Data
Closing price (RMB) 307.30
52-week Range (RMB) 112.41/511.69
P/B (X) 13.02

Floating Market Cap 25,509.74
(RMB mn)

Basic Data

BVPS (RMB) 23.60
Liabilities/Assets (%) 46.65
Total Issued Shares (mn) 154.84
Shares Outstanding (mn) 83.01
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