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Stocks in clean-tech sector up

FROM FAGE 28

s service the hard-disk drive and semlbcon-
duetor industries, i now modifying vehicles
to run on compressed natural gas,

Yet, it might be unwise — or, at any rate,
oo early — to worry about a green bust before
a green bubble has had time to fully inflate.
Far ane Lhing, the move by gevernments and
n:-gulal,u'rs iorwards |n::1.|3|1|,~r anvirpnmental pro-
tection standards is real. That's creating ready
markets for some green products.

Building materials compary EnGro Corp,
fior instance, makes ordinary Fortland cement
as well as an eco-friendly substitube known as
ground granulated blastfurnace slag. This spe-
clality cement, widely populzr in the US and
Europe, s galning acceptance in Asia, says
Vincent Loh, assistant manager of EnGro's
knowledge department. But, s:des of 08 cement
are also I,||.-i|:|3'I|.H|:lhI by new regulations. En-
Gro is one of three local cemsent players 1o be
awarded Green Label certificition by the Sin
gapore Environmental Coundl. That puts its
cerment on the list of building materials that
property developers can use to help earn a
Green Mark from the Building and Constroc-

Hui: | wanted o business.... that hal patential for
sigmificant retums

Who's going green

Although the local market is flush with water-treatment

tion Authority, mandatory for all new build-
ings as of April last year.

Moreover, some companies that are get-
limg into the clean-technology businesses
now really do have an edge. Ironically, those
hat n1i3}|: have ridden the 1H:h|:|-;;-||1|55' bBacim
a decade ago are well positioned now to hop
on the green bandwagon, Optical-disc maker
Anwell Technology is one example. The thin-
film-coating technology at the core of produc-
ing DWD= and CDs is also used to make solar
modules, And, Anwell’s vertically integrated
business model, where it produced optical
discs a% well as the machinery 1o make those
dliscs, has Siwn it usedul experience o taks on
its latest venture,

Early this menth, Anwell signed an MOLU
with Solargen Energy, a Nevada-based com
pany whose shares trade over-the-counter in
the US, to supply up to 1.250w of solar panels
feor & large solar-farm project. Ken Wu, chief fi-
nancial officer [CFO) at Anwell, says the com-
pany's vertically integrated model was the key
to clinching the deal. “We are one of the few
thin-lilm solar-pane] manofacturers in China
and the only one with a wertically integrated

Wu: [Areeell is] one of the few thin-film solar-pancl
manufactuness in China

i
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business model,” Wu says. “Solargen select-
ed us as a pariner because they belizve that,
in the long term, [this model] will te a very
good cost model "

Anwell has completed the construction
of a 40w solar plant in Henan, China and
produced its first thin-film solar parel. The
plant is undergoing testing and W expects
preduction of selar panels will begin in
102010, Over time, the company plans to
scale up its capacity to 120wmw, and it will
need to raise money to fund the expansion
Buat, Wu is far more confident about tapping
investors than he would be if Anwell were
s 1l prodducing only optical dises irstead of
salar panels,

“With what we have achievesd, [ think the
share price has reacted positively,”™ "Wa says.
“There are more investors and fund manag-
ers approaching us. 5o, [ believe that when
wa start mass production early next year, we
wll be able v ged enough lunding for the in-
crease in capacity.”

Willing investors
Ineleed, the ability of green companies to easily
raise money right now is another réaon that
inwrestors shouldn't ignore the sector. While
the Incally listed companies that are mowving
into the green sector are a long, way from be-
Ingr major players in this new field, their easy
aceess 1o funding could carry them far.

Take, for instance, Metax Engineering
Carp, an engincering company focused on
water and wastewater treatment. Metax re-
cently acquired a private company called W5
Bipengineering, which specialises in con-
structing palm-oil-reflining facilitie: and bi-
oel-refining facilities. Palm oil, [ke most
other \'['gpl:lblr ails, is h-:'ing used o make
bindiesel for powering, combustion engines,
It iz supposed to be a cleaner and more sus-
tainable form of energy and growing demand
has led governments, partlcularly those in ma-
jor palm-oil-producing countries like Malay-
511, to encourage the development of palm
ol biodiesel planis.

Through its interest in W5 Bloengineering,
Metax is now deepening its expertize in the
sector. For instance, the company iscurrent-

— inchuding Hyflux and Epure International — there

COMmpanies
are few in other parts of the green-tech industry. Mast of these names are small and have gone unnotized because of their
unexciting (ar unprofitable) eamings profils. That might change if they prove themsehves capable,
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Iy comducting research into the treatment of
palm-ail-mill effuent, a byproduct of palm-
oil processing that poses envimnmental con-
cerns because it releases methane gas. Tan
Tze Wen, managing director of Metax, says
the company is halfway through completing
ils studies on how (o caplure these gases,
.);id'ins that the potential for the I4,'|r.:l'|n-;;-lu:|3'g.I
is huge. “There are at least 800 to 1,000 reg-
Estered palm-ofl mills in Malaysia and Indo-
nesia alone,” Tan zays in a phone inferview
from Indonesia, where he is I'I'||_‘I,‘1il|_l5 with
potential customers

Metax doesn’t have a kot of financial mus-
cle, though. Earlier this momnth, the company's
independent auditors highlighted that the com-
pany's net logs of $4.9 million for FY2009 end-
ad June, met current liabilities of 52,8 million
and cash Aows used in operating activities of
$4.7 million cast significant doubt on its abil
ity o continwe operating as a going Concerm.
Fortunately, Metax isn't shon of investors will-
ing 1oy fund its new ventures.

Last month, the company said it would is-
sue 9.9 million new shares and 40 million
warrants to raise $13.4 million from a group
of Investars. Among them ks Ma Ong Kee, a
sal-aryled environmental investor who s the
largest shareholder of China Enviromment and
who has also previously invested in ecoWise
Holdings. Sunny Ong. director and founder
of ecoWise, and Lee Thiam Seng. chairman
and CED, are also on Metax's list of new In-
VeSS,

In fact, Metax is confident 1':|-;;-|:51| in its
ability to obtain funding to go on the hunt
for new investments and joint ventures in the
green space. “When you're In this business,
people like o tallk to you, ™ Tan says. *Yes, cap-
ital is required for investment into [the buss-
ness|, but there are n:'|1|1|.|gl1 parties who are
willing to support it.”

Towgh to pick winners

Investor interest in clean technology is reflectad
in the share prices of companies that have de-
clared their affiliation to this sector. The share
prices of companies on The Edge Singapore’'s
green-tech list have on average risen 122.7%
this vear, outperforming the Straits Times In-
dex (up 52.2%], the FTSE 5T Mid Cap Index
[76% ] and the Small Cap Index (81.5% ). The
g.rl'ins hawe waried widely within the sector,
though, ecoWise, which recycles wood and
homicultural waste as well as copper slag,
has risen 346.2% this year: Asia Tiger is not
far behind with a 288_2% gain. But, shares in
Asian Micro rermain ||:|||::I1.1|1Ho~|:l year-to-date
and Centillion Environment & Recycling,
an electronic-waste recycler, has seen its stock
rise just 15.2%.

S, how should investors pick winners in
the clean |I‘f|l.|'|rl|'::-$:|.' space for the In:ml.l; rani
“A good green investment is the zame as [any]
good investment, with the additional attrac-
tion that the product or service being sold by
the company will drive high and sustainable
profit growth as a result of its green creden-
tials, " savs Anthony Wilkinson, managing di-
rector of CRA Management, a unit of CL5A
that manages four clean-tech funds.

“We look for good management — axecu-
tion risk is a key issue, competitive advantags,
|n.argi11 upside, creditworthy balance sheets,
good conporate governanoe and, of courss, high
growih,” he explains. “Cash flow or earnings-
based valuation is the next overlay, followed
by risk asseszment and Houidity.” Wilkinson
alen adds that, although CRA does not limil
investments o companies of a certain market
capitalization, it doss lake inlo account ave-
rage daily trading volumes




Tan: There are enough parties who are willing 1o
suppaort [this business|

3 i 4
Lin: Az lomg as there are people, there will definitely
b st to comvart

According to him, the projected earn-
ings per share (EFS) growth of CRA's clean
and Breen Asia-Pacific univese of over 700
stocks in 2000 averages 35%, And, he believes
that growth in the sector is more sustaina
ble than it was during the detcom boom in
the late 19904, because it is being driven by
global warming instead of consumer spend-
ing. “Ewen if the world stopped producing
carbon dioxide taday, the theeat of climate
changr- would remain becauss of what is al-
ready “baked into® the system,” Wilkinson
zays. “The longer the politicians dither, the
greater the economic apporunity for inves-
tars, as the greater the capex required to re-
verse the trend.”

Meanwhile, demand for renewable ener-
v ks being driven by determined government
policy, he adds. “Many countries are imple-
menting renewable energy proecis as a way o
#ain energy security, which would be impos-
sitle if they had to continually impost energy
in the form of fossil fuels,” he says.

That's not to say that all dean-technolo-
£y stocks are attractive. Wilkinson says some
fashionable plays like solarpower compa-
nie= and elecrric-vehicle bartery makers of-
tem get oo hyped up, making them shorting
opportunities for CRA's fund:, Wilkinson is
shorting Tokyo-listed batierr company G5
Yuasa Corp because the stock 8 “very ex-
pensive and is likely to il todeliver on EPS
expectations”,

CRA also doesn't bother with unproven
businesses or technologies. "Generally speak-
ing, we don’t like sipnificant -echnology risk
or negative free cash flow beyond the mear
term,” Wilkinaon says. He add: that CRA looks
closely ol each company's business model and
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EDB backs clean technology to hoost economy

Goh Chee Kiong has spent the last 12 years at the Ecanceic Dewsapment
Board, six of them working, in relative obscunity, with envinmental and
waste-management companies. “Back then, it wasn't glamerous at all,” he
Jokes. Maw, Goh s becoming a pitchman of sorts for Singapane’s bid to attract
green investments and tum itsalf into a hub for clean technalogy.

Izt thires weeks age, Goh — who & dinector of dean tech for the ECH
— qgave a detailed presentation on the cpportunities aailable for clean-
tech companies in Singapare an ABBY astamer cay, an annual esent
where custamers ard suppliers of the power and autsmation tachnologies
prowices netwark and beam about new trends and technology applications.
Earlier this year, Singapare rolled out a $1 billian bloemint 1o build a greerer
and mare energy-efficient nation, Some 5700 milion of that amaunt has
been pledped to dewelop the clean-tech sectar,
whisch is expected to boost the city-state’s eco-
ramic putput by $5.4 billion and create 20,000
jobs by 2015, By comparison, Singapare's two
integrated reseets are expected 1o raise the
country's econcmic autput by $2.7 billicn and
generate 35,000 jobs,

There are bwo man segments to the coun-
try's wishan for its dean-tech secior: dean-enengy
techraiogies, and addresarg issues related to
chean water and enviranment. It i apgreaching
the develapment of these incustries by attracting
clusters of companies in each fiel to set up shap
e, creating an ecoaysbem that makes @ condu-
cive 1 oy business. Onoe there i a Large enough
number of companies aperating diase ta ane an-
ather, communication is easier and they are able
to cut costs and sae time, “There are operational
synergies,” Goh axplains,

Proven sirategy

This so-called “chuster development” strategy
wis Lsed by Singapare in the dielopment of s
electronics manufacturing industry over the last
twio decades. It managed to attract companies.
of all sizes and in vamous parts of the tech sec-
tar. Ir he process, local entregneneurs o the field
emerged, spraning & Lege rumber of bocally
listed technolagy comganies. The cluster develaprer strategy also warked
waell in the development of the lumng Bland petochamicats bub, which has
made Singapore ane of the langest refiring centras. in e word

The EDE's most high-profile initiatives in the dleaw-tech fiekl have bean
with heaapssight plavers ke engineering compary Siemens, ail mejor
Meste Oil and conglomerate General Electric, 1o nime a few. That makes
serse becausa these big players can afford o make brge investments that
hawe 2 significant impact an the local econamy. They cn affard to hirs mare
peaple and tend vo generate lots of spin-off jobs and businesses for the small-
or local companies.

Cam in paind: Us-hased filtration company Pall Carp established itz
Asia-Pacific headguaters here a fartright aga, “Pall is & world leader in
filtration techralogies. It's going 1o hire 120 people e the fi five years
and those will b= qood-paying jobs. Most of them will be Singaporeans, and
the company is engaged in advanced engineering actisities,” Goh says. Pall’s
chasman ard CEQ Eric Krasnafi, wha was in town for the opening of the
headquarters, says Singapore was really the only courtry that he considered
Tor the establishment of its regional headquasters. " s location and stabiity

Goh: The transition [bo salar-energy technolagy] s st
‘that difficult

are wery imponant,” Krasnoff says. “And, almost all the major companies
that are presen; in this area ae astomers of Pall.”

The EDA'% drection & alio atacting the anention of imestars Anthany
Wilkimson of CRA Management, which manages four dean-tech funds, says
understanding the progeession of policy is an important pan of picking geod
companies. "W talk to governments, often local, so find cut bhow palicy direc
thes ane being inplemented and actual profit and loss impact,” he says. Among
the locally kstec companies that the EDE has been working with are Hyflux,
Keppel Corp, Sembearp Industries ard City Developments.

There are potential drawbacks to betting on specific industries and ralling
out a red carpe: of favourable policies as well as outright subsidies to attract
them. In the electronics sector, for instance, the hunt for lower costs eventu-
ally promgited many companies o move large
; swathes of ther cperations 1o countries e

China and Vietnam, Will chean-tech compa-
= nies that ‘ransplant their operations to Singa-
—-"E pore ane day also upront them and mave to

= lower-cost countries?

Competitive advantages

Go insists that efforts by the EDE to develap
new industries aver the years have braadly
been successtul. And, while mary maradac-
turing operations have decamped to China, a
sigraficant propartion af Smgapore’s GOP stil
comes frem the techralagy manclaciuring
sector today, As far the dean-tech feld, Goh
says the EDB is initially training its sights on
‘twen areas: water and solar enengy, where Sin-
gapare has specific competitive advantages.

“We've had water scarcity problems far
a lorg tiene, but we've been able o over-
came them and furn [the weakness] into a
strength,” Goh says. “We have a compre-
hensive water-management project and a
water-leakage level of only 5%. Thats one
of the best in the warkl.” Meanwhile, Goh
paints aut that salar-enengy technalogy i
closely linked to semiconductors, a field al-
ready familiar io Singapare. “The transition is
rat that diffscus. Abso, Singapore is located within the heart of the Asian sun
belt in the medium 1o long tem, thers is a remendous market.”

In additian, Singapare’s highly arganised public-secior bodies 25 well as its
reputation far pratecting intelectust prapery ane big achantages in its bid ra
bacome a green-tachnalogy hub, Gah says. “There is the ability af the gavern-
ment agencies io work together, which is a plus point because this needs ta
b 2 highly recylated market.” Such seamless integration akso helps to make
the city-state more attractive a5 a "living lb" — a place that campanies can
use ta test, develop and create salutians far the mgion,

After solar energy and water, the EDS plans to focus an four new growth
areas: elpotnc wehickes; smart electricity grids that tan integrate renewable en-
ey sources; qieen buldings that efficently use scarce resources; and carban
senices kke caban-management, financing and trading.

Gah, 37, a gavernment schalar with 2 background in chemical engineer-
ing, says he wain®t pantscularky interessed in Issues Bee environmensal sustain-
ahility. But, his jab has changedd that, “At home, | switch off the lights when |
leave a roam, which | never used to da,* he says. “1aka recyce a kot of peper®
Mo, b i wining ower mare companies and pecple to the cause,

technology before committing any money to
it. "Clean coal is a good example — we like
coal cleaning via briguetting and de-humidi-
ficatbon; we don't like carbon sequestration as
it is unproven and very expensive.”

T local stocks that CRA currently holds
an behalf of its clients are Hyllux and Epure
International

Stay nimble
Much of what Wilkinson says 13 hard o ap-
ply to the small, concept stocks that have
emerged in the local market, though. Most are
tiny. have mo track record in the green busi-
ness and have poor cash flows and weak bal-
anee sheets, With these high-risk plays, inves-
tors neied to fellosw developmentz L:Illﬁrl:.r and
stay nimble. For now, mosl of them see anly
a host of new opportunities ahead

Lin ¥an, CEDQ and founder of CUGL EFIL,
the waste-10-energy conversion company that

teatiles plaver CRG Industrial s acquiring,
says the business of converling wase 1o en-
BTEY is wery stable. “As long as there ire peg-
ple, there will definitely be waste to convert,”
he says. CUGL has a plant in Jinjiamg, China
that converts waste into electricity and sells it
to the national power grid. It also has plans to
huild several more such plants in China and
ong in Thailand,

“The Chinese government is supporting
this industry, and the income is steady and
recurring,” adds Kevin Hul, C&G [ndustri-
al's CFOL AL the moment, CUGL haga guar-
anteed buyer in the government, wkich will
pay a premium for every watt generated.
Ard, unlike companies that generat: power
from natural gas or coal, CUGU doesn’t have
o pay for i3 raw material. The government
paws il 1o incinerate the waste and 3lso de-
Tiverrs all the wasle o s pl.ml Al Ny Cost.
“Idon’t have to buy raw materials and my

overheads are fixed,” says Lin.

Anwells CFO W is similarly confident of
hig company s prospects in the solar business.
“1 believe that in the long run, solar will rep-
resent the biggest portion of clean energy,”
he says. “Sunlight is free of charge, and the
supply iz unlimited. And, as technology im-
proves, the cost of solar cells will be driven
down very quickly.”

As Tor Swing Media, CED Hui is convineed
that its recent acquisition marks a new begin-
ning. [n the immediate term, the deal will ac-
tually loweer the company's net tangible assets
per share by 0.9% and cut its EPS by 1% 00
Swing Media suceeeds in installing its patent
ed solar-power system in petrol stations across
China, however, the business Hui built up by
spending long hours hunting for cost savings,
making cold calls as a salesman and asking
bankers for credit might be in for a welcome
change. o



