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One. Introduction of biomass fuel

1. The meaning of biomass:

The main significance of the development of bio-based products, It is that'biomass - bio-
based products - recycling or combustion - CO2 - biomass"can form a complete closed
loop and reduce greenhouse gas emissions, Achieve carbon neutrality. Low carbon and

environmental protection.

Figure 1: Schematic diagram of the participation of bio-based products in the

circular low-carbon economy
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Therefore, at present, countries give policy support to biomass energy, As -
way to achieve environmental emission reduction tasks. Especiallythe Paris nyicciicin.

Kyoto Protocol, Major economies have timelines for carbon reductions.

At present, the largest production and demand of bio-based products is biofuels,
According to REN21's Renewable Energy Report, Global biofuel production in 2019
+5.5% year-on-year, Reaching nearly 1 million tons/year. The most important biofuels
include ethanol and biodiesel. So. The following mainly analyzes the current situation of

the biodiesel industry. Future needs. Industrial space and investment opportunities.
2, Biodiesel

1) Industry chain process example:
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2) Classification by raw materials:

Biodiesel is based on vegetable oilssuch as rapeseed oil. soybean. palm oil, etg.animal
oil. waste grease(such as gutter gir microbial grease; Methyl or ethyl fatty acid esters

(hydrogenated) formed byesterificationordgwith methanol or ethanol.
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3) Classification according to the preparation process:

The first generation of biodiesel is based on fatty acid methyl ester as the main
component; The second and third generation biodiesel obtained after hydrogenation

isomerization treatment.

First generation biodiesel: One generation of biodiesel is produced by

transesterification, which will be vegetable oil. tallow. It is manufactured from raw
materials such as waste grease(gutter oil)Production of fatty acid methyl esters (FOME)
by transesterification, Called a generation oil. It is currently the main variety of biodiesel
at home and abroad. The global share is more than 85%.. The advantage is that it has
mature technology. Low cost and other characteristics, The disadvantage is that its
characteristics are quite different from petrochemical diesel, Will corrode the engine.

The addition ratio cannot exceed 20% .
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The second generation of biodiesel: It is hydrodeoxidation treatment and isomerization
treatment on the basis of one generation, It is known as hydrogenation-derived
renewable diesel. After deep processing, it can even replace traditional aviation kerosene.
According to REN21's2019 Global Renewable Energy Report, In 2019, the global share
of second-generation biodiesel in Europe and the United States was 44.6% and 38.5%,
respectively;. The advantage is that it is more similar to ordinary diesel, It can be

blended with ordinary diesel in any proportion.

Third-generation biodiesel: raw materials are more environmentally friendly, It is more

in line with carbon emission reduction policies. On the basis of the second gen of
biodiesel hydrogenation technology and isomerization technology, The third gr

biodiesel was gradually developed. The main difference between the third W

biodiesel and the first two is:, This type of fuel mainly uses non-grease bi MAZBK,

. . . . . « : P BHNREEHEXE
microbial oils with high fiber content as raw materials. Biodiesel prepar¢
type of raw material has been recognized by Europe as having a higher carbc BHF/ M

reduction effect, However, extraction and separation are more difficult, Highe
pp
costs, Less than 2% of the world today. It won't go mainstream in the short te

One. Comparison of the characteristics of second-generation biodiesel
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1. List of major national policy plans:

Figure 5: Bioindustry planning and carbon neutrality target time by country
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In theRenewable EnergyDirective (REDyvhich came into force in 2009, Require 2020%

biofuels to be added to transport fuels by 1

0;

The European Union'sRenewable Energy Directive I, implemented in 2021, According to

the Act, The minimum share of biofuels consumed in the transport sector is to reach
2030% in 14(about 2019.7% in 3) And the upper limit of the proportion of traditional

biodiesel added from grain should be reduced from 2021% in 7 to less than 3.8%.

September 2020, At the 2030th session of the United Nations General Assembly, China

proposed that China will adopt more powerful policies and measures to ensure that

carbon dioxide emissions will peak before

carbon emissions)by 2060.

<>, Strive to achieve carbon neutralitynet zero

China has not forced the proportion of biomass oil addition for the time being. Only the

future modern biomanufacturing industry output value is planned to exceed 1 trillion yuan,

Bio-based products account for 25% of total chemical production. (<]
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2. List of global biofuel blending ratio requirements:
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overall energy consumption is increasing year by year, to adapt to future pressure to

reduce emissions.

Three. Major production regions and demand in the world

1. History of biodiesel consumption:

Biodiesel grew from 2010.169 million tonnes in 2019 to 4210.<> million tonnes in <>,

11% CAGR. The average unit price has been rising in the past three years.

B 5 adidehitiatn B6: BALEdtad

R (SR — -
B 10000 RO (7B

40 |
30 |
4000 |
20 |
2000
10 |
) I P S
o §83r-y888-388-¥88C-Y
N omow oW oB e o® @ O R T
o (=] i=1 o (=3 (=] o o
™ ™~ o~ o~ o~ ~ o~ ™~

- - [":)
RERREREEERE ERRRRARRRRRREEERESY
#H A M REN2I
2. Overview of major production areas and consumption areas:
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In the global market, Due to North America. The South American market is largely self-
sufficient, Argentina exports to Europe; Southeast Asia's own use plus exports; There is a
long-term import demand in the EU. China's current production capacity is less than one
million tons. Mainly used for export. And because of EuropeThe policy reasons
identified by Indirect Land Use Change(ILUC)were introduced, Therefore, there are
great industrial opportunities for Chinese manufacturers in the future import demand in

Europe. So below. It focuses on the domestic demand for biodiesel in Europe and China.

3. European demand and output value space:

According to USDA's survey data, Total diesel consumption in the EU28 has maintained
a steady annual growth, 2020 million tons in 2, We extrapolate its compound growth rate
of 8.2% over the past 5 years, It is expected to be 2030.25410 million tons in <>, At the

same time, it is calculated according to the lower limit ratio of blending of 2020% in 10 and
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In 2020, the demand for biodiesel in the European market reached about 2000 million
tons; The lower limit of demand in 2030 will reach 3500 million tons, If calculated at
7000 RMB/ton, In 2020, the scale of firewood in the European market reached 1400
billion yuan, It will reach 2030 billion yuan in 2490, The output value of the industry
is 2500 billion yuan.

According to REN21's 2019 Global Status Report on Renewable EnergyThe gap between
supply and demand for annual biodiesel consumption in Europe is 250.<> million tons.
In the future, the proportion of policy additions will increase. The import gap is bound to
increase. By current import ratio. Conservative estimates until 2025. The annual
import demand should not be less than 400 million tons. Import demand will be
2030.560 million tons by <>.

thereinto. Second-generation biodiesel production:

B 9: BRI AR Yy S B R

2012 2013 2014 2015 2016 2017 2018 2019
I % (1) 4 5 10 11 11 12 12 14
F=HE ( 757 ) 132.13 142.58 220.82 264.81 264.81 264.81 264.81 390.00
FHERIFE 57% 88% 82% 73% 77% 81% 82% 60%
it (A ) 75.32 12547 181.07 19331 203.90 214.50 217.14 234.00

FHEFIE: USDA

In 2019, the proportion of European second-generation biodiesel in !

biodiesel has reached 20%. The overall production capacity is 390.<> n
MASK,

BBENREEHEXE

4. China's demand and output value space: B3R/ M

if the country starts to promote biodiesel from the B5 addition standard(that is, 5%

Capacity utilization rate 60% .

In 2019, China's diesel consumption was 1 million tongstable in recent years)

biodiesel addition ratio)A 2025% addition ratio is required by 5, Then the demand for

biodiesel will reach 2025.750 million tons in <>. According to the average price of
6000 yuan / ton, The output value space is 450 billion. In the long term, the 2030%
addition ratio of B10 diesel fuel will be met in 10, That's 1500 million tons,
According to the average price of 6000 yuan / ton, The output value space is 900
billion. In pessimistic conditions. If the implementation of the policy is lagging,
2030% increase by 5, The demand for biodiesel in 2030 will be 750.<> million tons,

The output value space is 450 billion.

5. Domestic overall industry production demand space:

In the global market, Due to North America. The South American market is largely self-
sufficient; Southeast Asia's own use plus exports; There is a long-term import demand in
the EU. China's current production capacity is less than one million tons. Mainly used for
export. In the future, the main industrial opportunities for Chinese manufacturers will
mainly lie in China. and Europe. European region. The reason why Chinese

manufacturers will be the main exporters in the future is:
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hit by EU policies, A number of policies have inhibited the import of traditional

biofuelgvegetable oil biodiesel)

In terms of imports, The main supplier of biodiesel to the EU is Argentina. Indonesia.
Malaysia and China, In 2019, imports accounted for 28% respectively. 25%. 23% and
16%. Argentina mainly uses soybean oil raw firewood SME) Indonesia and Malaysia are
dominated by palm oil raw firewoodPME).. In 2017, As a result of the elimination of anti-
dumping duties on Argentina and Indonesia by the EU, Exports from both countries to the
EU grew rapidly, However, in 2019, the EU began to impose a number of policies to curb
imports of traditional biofuels: in February 2019, the EU began to reimpose countervailing
duties of 2%-25% on Argentina, A countervailing duty of 2019-12% was levied on
Indonesia in December 8. furthermore, Due to the extremely low carbon reduction
capacity of PMEonly 19%), May 2019

Last month, the European Union issued an Indirect Land Use Change (ILUC)
designation, It is believed that palm oil produced by means of deforestation to biodiesel
from palm oil violates the original intention of the EU's low-carbon environmental
protection policy, Identify PME as a high-risk ILUC biofuel, It stipulates that the use of
ILUC biofuels in 2022-2023 will be limited below 2019 levels, and phased out by 2030.

”

The figure below is the reference value of biodiesel emission reduction in the production of
various raw materials, As can be seen from the figure, conventional biodiese oil.

rapeseed oil. soybean. Sunflower)d significantly different from UCOME(wa °

emission reduction. g
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A generation of biodiesel, From the point of view of the preparation process, Due to the
maturity of the first generation of diesel technology, And the blending policy does not
distinguish between one and two generations of diesel for the time being, The market

demand is still large in the future. At present, it accounts for more than 85%..

Second-generation biodiesel, Mainly used waste oil and animal fat as raw materials, It is
also produced using food-based fuels such as palm oil. On a global scale, There are
fewer countries that have second-generation biodiesel production technology and put it
into mass production, According to the REN21 report, Global HVO production in 2019
was 65.<> billion liters, About 507.<> million tons. U.S. production is 195.<> million tons,
Overall European production is 226.<> million tons, Take the Netherlands. Italy. France
is predominant. At present, although the proportion is limited, However, due to the
content of the previous policy section, it can be known, In the future, as more countries
increase the proportion to more than 10%. 20%. Even a 30% increase. Then the
generation of biodiesel haslimitations on the proportion of addition due to chemical
composition characteristics. Excessive proportions will corrode the engine)can not be
met, It must be replaced by second-generation biodiesel. In the next 10 years, the

demand space for second-generation biodiesel will increase year by year. At present, the
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Three generations of biodiesel, It is the main development direction in the future, Strong
policy push, Long-term prospects are broad. In the short term of several years. The
cost based on current technology is higher. The impact on market share in the short term

should be small.

Four. Major domestic producers. Competitive landscape

1. Production capacity of major manufacturers
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The main production scale of domestic biodiesel is less than 80,<> tons / year. And

basically based on a generation of diesel. However, the expansion capacity i ed

within two years, Basically, the production capacity can reach 2.270 million tor~ T

years. The current absolute leader is an excellent new energy, The industr

change greatly in the next 2-3 years. The industry capacity ranking ma' MASEK,

Environmental Protection(announced intention plan) Excellence and new ener BOANRARHELR

Hebei. Jiaao environmental protection. These four are the main capacity su B3/

to 90%, The rest is minimal. thereinto. Sanju Environmental Protectic
T#iApp
most expansion ambitions, Information announced by the shareholde

Within 2-3 years, it will reach 50% of the domestic industry capacity share.

2. Comparison of production technology of major manufacturers:
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See the current public information, The main mastery of the second-generation biodiesel

technology in China is Sanju environmental protection. Excellence and new energy.

3. Bottleneck of raw material supply:

As mentioned earlier, "Biodiesel is based on vegetable oil{such as rapeseed oil. soybean.
palm oil, etg. animal oil. Waste grease(e.g. gutter gdr microbial grease. plant fibers; (

hydrogenated) fatty acid methyl ester or ethyl ester formed by esterification(or dgvith
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enterprises are capable of production.

"In 2012, the Ministry of Industry and Information Technology and the Ministry of
Agriculture issuedthe "Grain Processing Industry DevelopmentPlan (2011-2020)", The
document makes it clear that China will strictly control the development of biomass energy
processing industry using grain as raw material. China is a big demand for grain and oil.
net food-importing countries; Second.. China's annual edible oil demand is 3000 million
tons, If there are additional imports of several million tons for refining biodiesel, The
logical feasibility is not high. Therefore, China cannot vigorously develop the biodiesel
industry based on edible grain and oil like other countries. Plant fibers are not currently
available. Enterprise of microbial grease production technology, Only the main gutter oil

can be the main production raw material. Or import palmitic acidified oil from abroad.

According to the "2018 China Edible Vegetable Oil Supply and Demand Balance Table"
information released by the National Grain and Oil Information Center, In 2018, China's
edible vegetable oil consumption was 3190.<> million tons, It is estimated that the
amount of waste oil produced accounts for about 30% of the total consumption of edible
oil, The waste oil produced from edible oil will reach 900 million tons/year; Furthermore.,
After domestic oil finishing and various meat and meat products processing, the remaining
scraps can also produce more than 100 million tons of waste oil, According to this rough

calculation, China produces 1000 million tons of waste grease every year.

According to the calculation of 1000 million tons of gutter oil, Rough calcul In
time, about 1 ton of biodiesel can be produced per 1 ton of gutter oil, The

upper limit of biodiesel production capacity produced by gutter oil in China is *

tons. MASK,
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The government has administrative requirements for collection. License Permit. In

theory, not all waste grease is collected. The figure below is a schematic diagram of

China's gutter oil collection management procedures.
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So to sum up. Optimistic conditions, The estimated 50% recovery rate is already

extreme. Other words, The actual supply limit of waste grease is about 500 million

tonsl/year.

(Another figure probably confirms this estimate.), There are many enterprises nominally

engaged in the production of bio-oil from gutter oil in China, According to statistics, in

2018, it reached more than 50, The total production capacity reached 350.<> million tons.

The vast majority of domestic so-called biodiesel manufacturers do not really sell as diesel,

Instead, biodiesel feedstock is used. Industrial solvents. surfactant. Environmentally

friendly plasticizers and other forms of sales. So the actual recovery of gutter oil, In the

past, there has been a lot of capacity utilization, Even considering the future profit margin

improvement of bio-oil. Increase the enthusiasm for gutter oil recovery. It is also difficult

to break through the upper limit estimate of 500 million tons)

Domestic demand for biofuels is undoubtedly rising, But the biggest problem is

the bottleneck of raw material supply.
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improvement of demand capacity. The cost of raw materials will gradually increase.

Squeeze sustained profitability .

Foreign palmitic acidified oil. Whether it can support the expansion of large production
capacity in the long term, There is no corresponding data. Analysis is not possible at this
time. But its price has ranged from 500-600-700 - or even 800 US dollars / ton in the past
one or two years, All the way up. Whether it is also caused by the bottleneck problem of
raw material supply like gutter oil. At present, the solution to the raw material bottleneck
is mainly hope and technological breakthrough, For example, biomass liquefaction
technology. However, there is no detailed information and public information in the short

term, So | won't go into too much detail here.

Five. Price situation. production costs. Profit Analysis:

1. The situation on the price side:

The price of biodiesel is strongly correlated with the price trend of overseas soybean oil.

Because vegetable oil is currently the main way to produce biofuel. High proportion.
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Recently, the domestic ex-factory price of biodiesel is about 6000,<> yuan / ton

2013/0

2. Different biomass oil classification prices:

At present, there is no mandatory promotion of the use of biodiesel in China, The largest
consumer market is Europe, The annual consumption reaches about 1300 million tons,

Half of the world's total production, The import volume is 250.<> million tons/year.

Europe has also established systematic emission reduction contribution standards for
biodiesel use. Biodiesel is divided into soybean oil-based SME pccording to raw materials.
Palm oil-based(PME) Canola oil-based (REand gutter oil-baseUCOME)., The UCOME

raw material is waste, In a social sense, it is significantly better than the first three
varieties that use grain as raw materials. Therefore, in regions such as Europe, where
biodiesel is strictly implemented, UCOME is given greater incentives. Specifically, it is to
establish emission reduction counting rules(see the table below) SME. PME and RME

have an abatement count of 1, UCOME has a reduction count of 2. This means that
when using diesel, just adding 1 part of UCOME is equivalent to adding 2 parts of other

biodiesel.

Compared to traditional biofuels, Biodiesel prepared from wasteoils and fats (UCOME)

has higher greenhouse gas(GHS)reduction properties. The Renewable Energy Directive



Search

B 16: B At i B E SRR S

AR (BRHFF) B A
FAtih 38%
R iLih 31%
) B 3%k 51%
fAsh (R E L) 19%
FiAmih (b PR TE) 56%
ol K 60%
B Hidh & 48k ih 83%

HiB: CTHARBRIE S

Since the price of ordinary diesel is significantly lower than that of biodiesel, For
European consumers, this means meeting emission reduction requirements, It is also
necessary to reduce the overall cost, Then using UCOME(gutter oil-based biodiesel)as
much as possible is the best choice, Hence UCOME(gutter oil-based biodiesel)it also
received a higher premium compared to other biodiesels, It has also been in short

supply for a long time.

For the above reasons, UCOME is particularly competitive in Europe and has the highest
price in comparison, As according to Argus, Other categories of diesel are currently
quoted at around $600-$800/mt, And UCOME is quoted at around $1100/ton, In 2020,
the price rose to 1400 US dollars / ton. UCOMHEgutter oil-based production) biodiesel
is 35-60% higher than regular RME biodiesel(vegetable oil-based production) The
long-term average is $300/ton price difference. $450/mt higher than PMEpal il)

MAZK,
RBNRAEDEXE
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3. Production cost. Profit Analysis:
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In addition, according to the announcement of Jiaao Company: the average domestic
soybean oil purchase price in 2019 was 5223.5 yuan / ton; The average purchase price of

gutter oil is 4314.9 yuan / ton.

According to the above data, The price of gutter oil has risen from 3500-4000-4500
yuan / ton in recent years. At present, it accounts for more than 80% of the overall

production operating cost ratio.

Waste grease is used as an upstream raw material for biodiesel, lIts price is usually

subject to fluctuations in the price of crude oil and biodiesel, At the same time, of ©
the geographical dispersion of waste grease supply, and the dispersion of r

collection in acquisitions, High labor cost and other characteristics, Therefor

;B
many factors that affect price fluctuations. However, with the increasing cos hﬂ{\aﬁk,
BHNREEHEXE

China, and upstream capacity demand if it expands year by year, In the lon

cost of gutter oil is bound to get higher and higher. ER/ER

T#App

.......

raw material procurement risk: "The price fluctuation of waste oi{mainly referring to gutter
oil and acidified oil)is the main factor affecting the company's production costs. The
collection of waste oil is mainly carried out by individual operators, Operational flexibility
exists, Fragmented industry characteristics. The company is based on years of
accumulated waste oil procurement experience and established supplier management
system, Enhanced observation and analysis of the raw material market, Improved grasp
of market laws, At the same time, it actively explores overseas procurement channels for
waste oils such as palmitic acid, Reduce dependence on a single domestic raw material

market",

enterprise with the main production method, Its profitability may not necessarily
experience a decline in marginal costs as capacity scales as other industries do.
There is a ceiling or tight supply of raw materials. It will always be a key factor in

squeezing the industry's profitability .

Profit Margin: Operating Profit of Major Enterprises:
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4. Industry operating net profit margin:

From the statistical point of view, the biodiesel industry, Gross margins are not good, At
the best level in recent years, it is less than 20%. It is also related to the fact that these
two companies mainly produce a generation of diesel. lts average sales price is 5000,<>
yuan / ton for a long time. The half-year report in 2020 only exceeded 6000,<> yuan / ton.
As described above, Refer to excellent new energy, Operating gross margin 18.4%.
Operating expense ratio 8%, and calculation of the average income tax rate of financial
reports. The net operating profit margin of biodiesel industry is about 10%, which
can be used as a reference basis. As a subsequent measurement of the level of
profitability (the reason for the discrepancy between the final net profit margi™~data
released in the financial report, Mainly due to other benefits. Caused by diff~ s
investment returns) /

MAZK,
Valuation principles. Market capitalization ceiling industry output val EfREELHEXE

Scenario Analysis: o

Analyze the reasons with several different scenarios, The main time for the

of China's biodiesel addition policy is undecided. In the long run, it will ir.
introduced, But the time difference is important. It also greatly affects the investment

yield space. and attractive.

Partial optimistic situation prediction calculation:

BRMER SRR B = B0 M EAIEREE R INEL 2 20305RA R 14%, #OZE5605 M
EREED #R2030FAEN10% FNELAITE, MITR=E 15007 /.

FIERS ALt AEHIESHEERALI20005 /4. EEIKEEE. 91170007/, 1Tk = (&M
1629140012, TAFEHAE . RRMIET13%SEFZTTE FROUE T LR EFR)E=R
KF10%. EFFHIEEKERRTE, TERE_RENSHRFBENSIE. MRS
METAEAEIREREIRTD, KLTFIEE182(ZFiE.

ERRATIINE:

EUMER S TRRI 58 = 2R M E IR S R INELZR2030FXE14% GE: BUMREBERITE!
20205FXE]10%. SLFR2019FERTRE7.5%), #HOZSENKIEIEL5605Mi+E;
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MEI2030FRET/\FidE), SEEM2015FBERENR. 2020FIAZ10%:F0ELH], SEfR
RE8%. BURBIMIEIREMREE—EER. 2) KELERIARTESRK. The price
of biodiesel is several times that of ordinary diesel. The nature of the demand for
biodiesel. It is because of the need for environmental protection and emission reduction.
Everyone subsidizes their own economic interests. to improve the eco-friendly ecological
space. It will never be like the photovoltaic industry. Achieve affordable photovoltaic grid.
And achieve parity in diesel, Because the raw materials for production are much higher
than ordinary diesel. Taking into account the stage of economic development. Our

country cannot have the same environmental standards as Europe-.

Therefore, our country by 2030, The addition ratio is only 5%. It's not impossible.

Rather, there is a higher probability .

The two parts are combined. Biodiesel demand is approximately 1310.<> million mt/year.

is 850 billion.

Calculated according to the current leading financial statement level of 10% net interest
rate (there is an upper capacity limit for gutter oil in China. From the previous 2022-2023
production capacity of 270.<> million tons, The 500 million tonne capacity cap is
approaching soon, Suppose the demand-side sales price is stable. The cost of gutter oil

raw materials will continue to rise in the long run, In the long run, it will inevitably,

the profit space of the industry) Approximately 85.<> billion annual profit sc¢ ~

Industry market capitalization space upper limit measurement: MAEI,
RBENREEHERE
MR ARTETMHFE (BA4L)
| R A "FHAL

BR/EMR

2030480 (42) 1,400 830
20304415 (42) 182 85

SRS R E S 13% 10%

AREH KM RS 1.5% 3.0%

nEm % 10.0% 10.0%

203022 M4 (AR 12) 2173 1,251

2 A200F TR I AR RE TR, Bk R A5
K it fE TS

margin is 13.5%, Considering the proportion of Sanju environmental protection
production capacity in the future, Sanmer mainly produces second-generation biodiesel,
Compared with other domestic enterprises, the long-term price difference remains at the
level of 2000,<> yuan / ton. All theoretically Sanju environmental protection net profit
margin should be higher than the industry, So due to the influence of Sanmer. When
measuring. The overall net profit margin of the industry is slightly higher than that of

Excellence.

From the above analysis and measurement, The biomass diesel industry is a less of a

competitor, There are certain technical barriers(second-generation biodiesel) However,
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ceiling by 2030. To be optimistic, that is, around 2500 billion. But it is still a sub-
industry that is difficult to generate hundreds of billions of market capitalization

giants.

Market capitalization space of major capacity companies:

Biodiesel is a niche industry, Subject to technical reasons and industry space. The main

In the future, there are three or four major players in the industry with high probability .

Sanju Environmental Protection:

The above statistics on the production capacity expansion plans of each company in 2-3
years, Sanju's capacity share is about 2% in 3-53 years, Combined with Sanju
Environmental Protection Shareholders' Meeting to disclose information, 150.<> million
tons of production capacity in the short and medium term. Not a fixed target, There are
also expansion plans in the long term. So according to the previous statistics of the

production capacity ratio, About 50% calculated.

Optimistic situation:

In 2030, Realize the industry's demand of 2000 million tons, Sanmer share 50

is, 1000 million tons. The price is calculated according to 9000,<> yuan / to
produces second-generation biodiesel. Compared with other generations of t

average, at least 2000 yuan / ton) Profit margins are better than other gen MASZHR,
industry producers. Net profit margin is calculated at 18%.. Sanju env mmgEEEDERE

protection is optimistic, By 2030. The theoretical output value is 900 bill
B3R/ EM

162.<> billion.

Conservative:

In 2030, Achieve the industry's demand for 1275.<> million tons of biodiesel, Sanmer
share 40%. That is, 510 million tons. The price is calculated according to 8500,<> yuan /
ton(Sanmer produces second-generation biodiesel. Compared with other generations of
biodiesel on average, it is 2000,<> yuan / ton) Profit margins are better than other
generations of industry producers. Net profit margin is calculated at 15%.. Sanju
environmental protection conservative situation, By 2030. The theoretical output

value is 435 billion, Profit 65.<> billion.

Valuation in both cases:
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Conservative:

In 2030, Realize the industry's demand of 1275 million tons, Superior share 25%. That
is, 500 million tons. By 2030. The theoretical output value is 208 billion, The profit
margin is based on 10%(the cost of gutter oil continues to rise for a long time.
Analyzed as previously explained) Profit 21.<> billion.

Valuation in both cases:

MAZBK,

SN AR FHATEATF (L) BB AEHERE

A AL L T
203048 A (42) 420 208
203044139 (4z) 55 21
K A & 13% 10%
KEHRMGRE 1.5% 3.0%
IS1ES 10.0% 10.0%
203045 M (T4, 12) 652 305
La{E (fz) 70 70

SOl E £ (RAR10F)

25.0%

15.9%

JE o B 20308 5 R A FEAE I JE . REE RIS KT R, B g S

KEABTA .

Its unit price has long been significantly weaker than that of second-generation biomass

diesel, Therefore, the profitability is not as environmentally friendly as Sanju. In addition,

judging from the announced production capacity expansion plan,

Its expansion is also

more cautious and conservative. Therefore, the market value space measured according

to the current situation is slightly worse than that of Sanju Environmental Protection. The

yield is also slightly worse than the theoretical rate of return of Sanju Environmental

Protection.

To explain: the above about Sanju environmental protection. Spatial measurement
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and basic information such as price differences. Comprehensive predictive
calculations, For the chemical energy industry. The 10-year cycle is not too long.
It's not very short either. Every company's business changes are subject to great
potential. However, the overall industry of biomass diesel is largely dependent on
policy, So there is a strong computability. The overall industry space is not
particularly large. Other than that, The calculation is only to derive the investment
space of the biodiesel industry, and possible space for major listed companies;
This does not mean that the company will necessarily be able to achieve the
expected benefits according to the model. Companies are dynamic, The structure
and level of management. It will allow a company to change a lot of industry status
in 10 years. It does not represent investment in these companies, In the process,

a stable theoretical annualized return can be obtained.
Possible increments in the biofuels industry
Biomass energy industry, From the current information:

A generation of biofuels(fatty acid methyl esters derived from vegetablejiét is already a

relatively backward technology. Backward production capacity, The share will decline
gradually over the next 10 years. Because environmental protection is not as good as two
or three generations, From the point of view of policy. The development prospects are

not good.

Second-generation biofuels (in waste grease. Hydrogenation of animal fe* £
present, the technology is basically mature. Can be industrialized, From i w
view of European and American policies, The share of consumption wi MAEZIK,

increase in the next 10 years. Replace a large share of the generation biofuel ¥#HERAEHEXE
the biggest problem is the raw material capacity bottleneck. B3/

) . . . ) - iA
Three generations of biofuels(in the form of microorganisms. Biofibers anc

materials) Laboratory technology is feasible, But there is no large-scale indusuicncauwos
The economic value of industrialization is unknown. China is looking forward to the
production test of Sanju Environmental Protection. The advantage is that it can solve the
bottleneck of raw material capacity of second-generation biofuels, The disadvantage is
that the global share is minimal, There is no large-scale industrialization, At the technical

feasibility. In the process of technology to industrialization .

Biomass aviation kerosene, (On the basis of hydrogenated biomass diesel.). Deep
processed again) Can be in the future biomass oil demand side. Provide a very large
imagination space. Public data shows that"China's aviation kerosene consumption in
2019 is about 3600 million tons/year, And the aviation industry still maintains an annual
growth rate of not less than 5%.. By 2030, The consumption of jet fuel is about 5500
million tons/year’ But this will only solve the problem of the launch time of domestic
biomass diesel B5\B10, The resulting demand for the biomass fuel industry is

replenished. It does not solve the bottleneck of raw material capacity .

The broadest future is still in the production technology of third-generation biofuels such
as biomass liquefaction/gasification. However, the domestic Sanju environmental

protection said that there is this technology, No specific companies have been identified
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two concepts. In the past. A new technology in the chemical industry is technically
feasible, Time course to industrial production, Quite uncertain. Less than two or three
years, More than 5-10 years is possible. Some technologies never land, Because it

doesn't bring economic benefits.

Overall, Biomass fuel industry, The next 10 or even 20 years, It is an industry
with a definite new demand, Lower expectations. It's still an industry worth

investing in. Including listed companies in the industry.
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Wonderful Reviews (10)

‘ The Year of the Ox is like a fire begonia 2021-03-03 21:37

Good article! But there is a logical hard flaw. The paper has two forecasts for the
domestic biodiesel market space in 2030, namely an optimistic 2000 million tons and a
conservative 1275.1275 million tons, and estimates the market value space of the
industry and major companies accordingly. But even according to the conservative
market space of 500.5 million tons, the supply of raw materials cannot be supported at
all. The raw materials of domestic biodiesel are mainly gutter oil and palmitic acidified
oil, and edible oil raw materials cannot be supported by policies. According to the
analysis in the article, the upper limit of domestic gutter oil supply is 8 million tons. As
for palmitic acidified oil, it is a by-product of processing palm oil and accounts for about
400% of palm oil production. At present, the global palm oil production is about 400
million tons, so the palmitic acid oil production is about 200 million tons. Because
foreign manufacturers such as NEST are also grabbing acidified oil, assuming that half
of these 500 million tons, that is, 700 million tons are imported to China, plus 90 million
tons of gutter oil, the upper limit of the national raw material supply is 630 million tons.
The average oil yield is calculated at 3%, which can produce about 300.300072 million
tons of biodiesel per year. Therefore, the supply of raw materials can not support the
market demand of tens of millions of tons. Moreover, when the demand really reaches
tens of millions of tons, such a tight supply of raw materials will inevitably lead to the
price of raw materials rising to the sky, and the industry is unprofitable.
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materiais Is not solved, Mis Wil propanly De ne capacity celling of S>anju. 1ne
production capacity of <> million tons has provided enough short- and medium-term

growth space for Sanju, but in order to achieve everyone's long-term expectations for
Sanju Star Sea, biomass direct liquefaction and gasification technology is the way out.

As for Superior New Energy, his capacity ceiling is lower. Because his products are
mainly fatty acid methyl esters (although there are currently planned HOV projects, its
technology is certainly not as mature and advanced as Sanmer), the price and profit
margin are much lower than Sanmer, especially Sanmer will mainly produce lower
condensate and biojet coal with higher profits in the future. Therefore, the purchase
price of raw materials that Excellent New Energy can afford is lower, and it will be at an
obvious disadvantage when competing with Sanju for raw materials. $Sanju
Environmental Protection (SZ<>)$

0 Like (11). <& Tip(1). [ Reply Read all 13 replies >
WinMin 2021-03-03 21:48

| think this is still to see whether there is a technological breakthrough in biomass
diesel, which is not limited by raw materials, and then look at the economy. If
technological breakthroughs are economical, it's an energy revolution with no ceiling. If
the raw materials can't be solved, the technology is not economical, the ceiling is low,
and the biojet fuel is ignored

5 Like (7). < Tipping [J Reply
Footnote Kutani - 2021-03-27 23:07

@EIRKTZTH : Guru! It would be nice if industry analysts had this level. Such a lon

article, how many brain cells should be burned, it's @/ a pity not to sell them for

You're welcome. It doesn't hurt that my thoughts are sorted out and discusse
everyone. | spend time researching these companies, all intending to invest 1

) . ) MAZBK,
them, just to sort out pure mod.e‘l nimeers into articles, and make money mal B AE RS
investment. There is no point @ & ' in selling articles for a small profit, and
never planned to do so. BR/EMH
5 Like (5). < Tipping  [J Reply
Footnote Kutani - 202.

@ EFERIABEXIA :

Good article! But there is a logical hard flaw. The paper has two forecasts for the domestic
biodiesel market space in 2030, namely an optimistic 2000 million tons and a conservative
1275.1275 million tons, and estimates the market value space of the industry and major
companies accordingly. But even according to the conservative market space of <>.<>
million tons, the supply of raw materials cannot be supported at all. The raw materials of
domestic biodiesel are mainly gutter oil and palmitic acidified oil, and edible oil raw
materials cannot be supported by policies. And....

Expand ¥

Your analysis is quite reasonable.

1. I mainly analyzed the output value, profit and market value space of this segment
industry from the demand side according to the current possible policies. | did a
quantitative analysis of the raw material capacity bottleneck on the supply side. But it is
not brought into the measurement model as quantification. Mainly due to the foreign
acid oil production capacity, and the increase in the technology promotion time of
biomass liquefaction is not easy to quantify. So the supply side just did a qualitative
analysis. If the third-generation technology cannot be industrialized on a large scale in
the next six or seven years. Then the ceiling of this industry is basically the upper limit
of raw material capacity. Investability is greatly reduced.

2. The 5 million tons you said is estimated according to the Sanju plan within 300 years,
and it will indeed have short-term investment value. However, the raw material capacity
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nign vaiuauon at ail. IT an inaustry or company tnat can ciearly see e ceiing in inree or
five years, even if the industry is divided equally between 2 companies in the future,
then 5 years will reach the business sustainability period. In this case, the theory is
about 10 times PE, and the actual secondary market will be more discounted. For
example, now bank real estate is basically about 5 times PE. Therefore, if the risks on
the supply side of raw materials are all taken into account in the quantitative model, the
return on investment must be discounted.

3. The raw material risk in the industry as a whole has lowered the imagination and
space ceiling of the industry. But a possible technological breakthrough also holds
some hope. Investing is like that, and no investment is absolutely certain.

4. From the financial statements, although Excellent New Energy is the current industry
leader. But the future space is not as good as Sanju. The main thing is the technical
difference, and the price difference is too big. According to the excellent 20-year mid-
year report, the average price of biodiesel is only 6200 yuan / ton, which is nearly 3000
yuan / ton lower than Sanju, and also higher than the price difference between foreign
second-generation oil and first-generation oil. Excellent valuation and market value are
not high, it is estimated that the market is also very rational, that is, because of the
technology gap, resulting in too low operating margin, the last 1 year is in the highest
profit margin period, which is 10%. Moreover, from the information available, the
competitive risk to excellence is too great, resulting in the future of this profit margin
level may not be maintained. $Sanju Environmental Protection (SZ300072)$

5 Like (5). < Tipping  [J Reply

ST Old Black 2021-03-03 21:42
@I EEMUAIERMEIA :
Good article! But there is a logical hard flaw. The paper has two forecasts for the do ic

biodiesel market space in 2030, namely an optimistic 2000 million tons and a cons

1275.1275 million tons, and estimates the market value space of the industry an

companies accordingly. But even according to the conservative market space of

million tons, the supply of raw materials cannot be supported at all. The raw mat MASEK,
domestic biodiesel are mainly gutter oil and palmitic acidified oil, and edible oil r: pigggzaEEHERE
materials cannot be supported by policies. And....
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think there is no doubt about the needs and prospects of this industry segment. The
investable companies in this industry in China are also excellent new energy, and Sanju
environmental protection. From the perspective of technical strength and capacity
expansion, Sanju's investable potential is the first.

At present, from the information known on the network, Sanju Haiyou Phase | has been
driven and oiled. From a conservative point of view, perhaps after another month of
annual and quarterly reports, it would be more appropriate for the company to publish
the operation of all the current operating capacity, the operation of the first 40,30-ton
base, technological maturity, risks, and other further information, as well as further
information about the 20 billion problem. However, from a long-term perspectiv: st
one quarter does not change the essence of Sanju heavy investment in biodies

fact, it is still a matter of personal risk selection, whether you are willing to sp

certain opportunity cost in exchange for more insurance and certain informat
MAZK,

As soon as the stock price falls, most people will doubt the correctness of the
BBANREEHEXE

decisions, and the number of people who start looking for irrelevant factors w

immediately increase. 5% pullback seems like a lot, but as long as you play i
capital market for a long time, this volatility is really not even an entry-level le

past week, the huge fluctuations of US stock and Chinese concept stocks art
shocking waves. Stocks with a market value of hundreds of billions of dollars

cut in one day, or two or three days (Baidu, iQiyi, Tencent Music, Vipshop, Fogcore,

Who to Learn, etc.); Everyone was confused for two or three days to find the reason. It

turned out that the initiator was because a Viacom, which had nothing to do with the

star Chinese concept stocks, issued additional preferred shares at a low price, causing
Archegos and tengyue Capital to explode and transmit to other holdings. The Chinese

concept stock was inexplicably slapped with a stick.

A-shares are still a very friendly market, and the mentality will be much calmer Q after
playing in the United States for a few years. | have seen any extreme market in the past

20 years, and | have forgotten how many times | have experienced the inexplicable

decline of <>% in the stocks | have invested. As long as you live long and see enough

in the market, your mind will be much calmer.
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@EIRKTZETF : Guru! It would be nice if industry analysts had this level. Such a long



Home prime market trade Search Download the app R Login/Registration
LU U WL IG L UULSI L L WG Y 1 IUUYH D G DU e U G i o susoe
everyone. | spend time researching these companies, all intending to invest money in
them, just to sort out pure model numbers into articles, and make money mainly by
investment. There is no point @,i @l in selling articles for a small profit, and | have
never planned to do so.
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