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Jiangxi Copper (600362.SS)
Chalco (601600.SS)

Reporting date
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Zijin Mining (601899.SS)
Zhaojin (1818.HK)

China Moly (3993.HK)
Honggiao (1378.HK)
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Closing Potential
Ticker Rating  Currency 12m TP price up/down

Zijin (H) 2899.HK Neutral HKD 2.00 2.21 -10%

Zijin (A) 601899.5S  Neutral CNY 3.40 3.37 1%

Zhaojin 1818.HK Neutral HKD 4.40 5.16 -15%
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2013 2014 2015 2016E 2017E 2018E 2015 level = 100
Gold US$loz 1,413 1,266 1,160 1,083 1,000 1,050 160
yoy 15%  -10% 8% 7% 8% 5%
n,
Aluminum US$tt 1,846 1,867 1665 1414 1350 1,350 140 1 \
yoy 9% 1% -11%  -15% 5% 0%
']20 e I W
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-, Gold, 91
Ironore  US$it 135 97 56 38 35 35 ~——" AL 51
yoy 4% -28% -43%  -32% 7% 0% 80 X - Copper, 73
60 “ o 0O_Iron ore, 63
40 T T T T \

2012 2013 2014 2015 2016E 2017E 2018E

FHFR: EBELIKRET T

EIRIREMR

FHFR: EELIRRET T

E&®3: SRMIETNEE

2015 2016E 2017E 2018E 2015 2016E 2017E 2018E
Metal prices (in US$) (in Rmb)
Gold US$/oz Rmb/g
New 1,160 1,083 1,000 1,050 234 240 231 246
yoy -7% -8% 5% 3% -4% 7%
Old 1,089 1,050 1,050 231 228 228
Chg from old -1% -5% 0% 4% 1% 8%
Copper US$/it Rmb/t (VAT incl)
New 5,510 4,339 4,000 4,200 40,437 34,965 33,649 35,872
yoy -21% -8% 5% -14% -4% 7%
Old 4,925 4,500 4,500 37,959 35,618 35,618
Chg from old -12% -11% -7% -8% -6% 1%
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BAVEEET W 2016/17 FERFIFUN L8 8%/38%, BE&W WRFIFN_LE 35%/15%, TEEA
RAGCEFMNAZE (Bxk3) , RINTHDLT 2018 FRFFTUN. RNETHEHMLETMERES
il 2015 FRFFTUNTIBT 17%.

BAITEST W EFTOUEEET: 1) A8 2015 F 55 HR4RF 2016 F£281585]; 2) UARM
TN ARERNIEEE) (&N ERENTED ; 3) BEEMHERA, BYBLETHRY -4
50% MBS ERBIFINE,

BIHHBET WA BT EZE TR SKEANN SN TN EE.

ER4: BFITONEE

2014 Previous | | Consensus | | %Chg from prev. | | Diff. from cons.

Rmb mn Act.  2015E 2016E 2017E 2015E 2016E 2017E 2018E 2015E 2016E 2017E 2015E 2016E 2017E 2015E 2016E 2017E
Zijin Mining 2,345 1,991 1,398 1,021 1,658 1,510 1,413 1,381 2245 2381 3283 -17% 8% 38% -26%  -37%  -57%
Zhaojin 455 367 352 322 366 475 371 548 428 446 541 0% 35%  15% -14% 7% -31%

BRI : B SEEHRENT

fEESHE, FHA189 12 40A BN NETHEE vs. 2EEIRESYE, BRINETETIEE
bR R ERN AT LA ERERM 2013-16 FHELR E 2014-16 F£191E.

A1 HBRAZREER 2014-16 FERFHELZR/AEIE S5/ 1.8 £/0.68, T 2013-16 FHy 2.2 {&
/0.68. A1 A BRIRTEREIA 2014-16 ExHFEEECZER N 0.9 5/1.23, ™ 2013-16 FEH 1.1 15

/119,
WNESR 5-6 Fiin, LA RBATTUNEREENRN BT RSV WHBEF W) 12 MR B
ig.
ERS: REWTWHMBLT L BIFNE ER6: REW Ik (A) BN
Zijin Mining (H) Zhaojin Zijin Mining (A)
Sector Valratio (PB vs. ROE) 1.8 1.8 Sector Valratio (PB vs. ROE) 0.9
Intercept 0.68 0.68 Intercept 1.23
FY17E ROE 5% 4% FY17E ROE 5%
Cycle avg ROE (2014-16E) 6.8% 4.5% Cycle avg ROE (2014-16E) 6.6%
FY17E BVPS (Rmb) 1.3 3.2 FY17E BVPS (Rmb) 1.3
Exchange adjustment 1.1 1.1 Exchange adjustment 1.00
Valuation prem./disc. adjustment 80% 67% Valuation prem./disc. adjustment 99%
Historical avg prem. (2014-16E) 80% 67% Historical avg prem. (2014-16E) 99%
Rationale In line with historical In line with historical Rationale In line with historical average
average average

Target price HK$ 2.00 HKS$ 4.40 Target price Rmb 3.40
Current price 2.21 5.16 Current price 3.37
P ial upside/d id -10% -15% Potential upside/downside 1%
Previous target prices 1.6 3.9 Previous target prices 3.10
Change from previous 25.0% 12.8% Change from previous 9.7%
Implied FY17E PBR 1.4x 1.3x Implied FY17E PBR 2.5x
Cycle avg PBR (since listing) 2.1x 1.8x Cycle avg PBR (since listing) 3.1x

Implied FY17 PBR vs. Cycle avg -36% -29% Implied FY17 PBR vs. Cycle avg -20%
BHRFIR: FactSet, EEELIREENFT BHFIR: FactSet, EELKEENFT
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Ticker Rating 2016 Ccy 12-mth Potential Mkt cap PIE (X) P/B (X) Gross margin ROE Net gearing
Upside
Price TP I/downside | (US$mn) 2015E  2016E 2017E 2015E 2016E 2017E 2015E 2016E 2017E 2015E 2016E 2017E 2015E 2016E 2017E
Zijin Mining (H) 2899.HK Neutral 2.21 HKD 2.00 -10% 6,189 241 26.4 28.2 14 14 14 8% 8% 9% 6% 5% 5% 1% 76% 80%
Zijin Mining (A) 601899.SS  Neutral 3.37 CNY 3.40 1% 11,285 43.9 48.1 515 2.6 2.6 25 8% 8% 9% 6% 5% 5% 1% 76%  80%
Zhaojin Mining 1818.HK Neutral 5.16 HKD 4.40 -15% 1,965 35.0 26.9 345 14 14 13 43%  43%  41% 4% 5% 4%  152% 150% 151%
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ETRINWBEZBRLSHF, ENELE 1%, KEVWFIBET WEFIFED 4%-8%. £ TFiEHE
NETARBAIBEREZNBER T ESED, HANFITTEREMRHBRIREMN 7 2016-18 F{4E
FHESSET 1,100 £THIKE.

ER18: EFIXSN/ARN BB E®R19: FAUERURK: ENNEFESRT 1,100 €%
2016E 2017E 2018E Gold price 2016E 2017E 2018E
Base case Bull case (US$/0z) US$/oz 1,100 1,100 1,100
Gold price US$/oz 1,083 1,000 1,050 Base case (US$/0z) US$/oz 1,083 1,000 1,050
Copper price US$/t 4,339 4,000 4,000 % Chg 2% 10% 5%
Zijin earnings sensitivity Zijin earnings
Gold price up 1% 4% 4% 4% Bull case Rmb mn 1,602 1,980 1,662
Copper price up 1% 2% 2% 3% Base case Rmb mn 1,510 1,413 1,381
Zhaojin earnings sensitivity % Chg 6% 40% 20%
Gold price up 1% 6% 8% 6% Zhaojin earnings
Bull case Rmb mn 523 685 719
Base case Rmb mn 475 371 548
% Chg 10% 85% 31%
BRI BELTRENT BRI SELHRENT

H#MNHWEEER: SNEXEE—LMEMTT

REEMTIAAE, BNOEXELFERNIMHRENXELFEGHED BRGNS (EXR
W: 2016 FMBEZR, MR 25PER) « ARMIUFIMBEEIR. BUMRITAHARRITIRGHE

PR BARHE— S RUAER . ERNOMTERT, UELERBHENEMNE 2017 FHEEEHA
1,000 = TTHIZKF,

EiTRKEFEERBXEMSFREEERURALFERHETER. MTRGEEHSHMTER
EFULERETR. FEMER, BEFHFNPERRESNEFHNRAIR, “ENAEWIEE
2015 FTHFMEEF, A 400 FEAYKFE .

EZABES N2 B 11 H%. XM Value emerging in emerging market currencies 12 B 8 H%
3R HY ‘Capex’-heavy metals slow to adjust, set to underperform oil 2H16/17.

E%20: TEXK

Metals Ticker Rating Key risks
Zijin Mining (H) 2899.HK Neutral 1) higher/lower gold price; 2) Faster/slower than expected production ramp-up; 3)
Zijin Mining (A) 601899.SS Neutral lower/higher than expected cost
1) Higher/lower than expected gold price; 2) slower/faster than expected expansion outside
Zhaojin 1818.HK Neutral Shandong Zhaoyuan Region; and 3) better/worse than expected cost control (esp. outside
Zhaoyuan)
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Zijin Mining (H): Summary financials
Profit model (Rmb mn) 12/14 12/15E 12/16E 12/17E Balance sheet (Rmb mn) 12/14 12/15E 12/16E 12/17E
Total revenue 58,760.5 82,032.7 83,015.7 81,166.9 Cash & equivalents 4,139.7 3,252.8 4,175.7 4,442.9
Cost of goods sold (50,881.8) (75,449.2) (75,992.3) (74,122.5) Accounts receivable 3,683.1 5,141.8 5,203.4 5,087.5
SG&A (3,080.6) (3,117.2) (3,154.6) (3,084.3) Inventory 10,353.9 11,317.4 11,398.8 11,118.4
R&D - - - - Other current assets 1,441.6 1,230.5 1,245.2 1,217.5
Other operating profit/(expense) (591.5) (47.7) (454.3) (465.7) Total current assets 19,618.2 20,942.4 22,023.2 21,866.3
EBITDA 6,852.5 6,165.3 6,613.0 6,852.2 Net PP&E 33,242.3 40,160.3 42,835.5 45,108.9
Depreciation & amortization (2,645.8) (2,746.8) (3,198.6) (3,357.9) Net intangibles 9,881.9 9,227.7 8,573.4 7,919.2
EBIT 4,206.7 3,4185 3,4145 3,494.3 Total investments 6,015.9 5,810.8 7,352.1 9,059.5
Interest income 168.1 155.0 121.8 156.3 Other long-term assets 6,401.2 8,936.4 9,043.5 8,842.1
Interest expense (936.1) (1,177.1) (1,544.3) (1,787.2) Total assets 75,159.6 85,077.6 89,827.7 92,795.9
Incomef/(loss) from uncons. subs. 21.4 (205.1) 0.0 0.0
Others (136.0) 0.0 0.0 0.0 Accounts payable 9,007.8 12,071.9 12,158.8 11,859.6
Pretax profits 3,324.1 2,191.2 1,991.9 1,863.4 Short-term debt 5,898.7 10,898.7 13,898.7 15,898.7
Income tax (688.7) (551.2) (498.0) (465.8) Other current liabilities 8,5697.5 10,537.2 11,701.1 12,477.0
Minorities (290.4) 17.7 16.1 15.0 Total current liabilities 23,504.1 33,507.9 37,758.6 40,235.3
Long-term debt 16,263.2 16,263.2 16,263.2 16,263.2
Net income pre-preferred dividends 2,345.1 1,657.7 1,510.0 1,412.6 Other long-term liabilities 1,723.4 1,723.4 1,723.4 1,723.4
Preferred dividends 0.0 0.0 0.0 0.0 Total long-term liabilities 17,986.6 17,986.6 17,986.6 17,986.6
Net income (pre-exceptionals) 2,345.1 1,657.7 1,510.0 1,412.6 Total liabilities 41,490.7 51,4945 55,745.2 58,221.9
Post-tax exceptionals 0.0 0.0 0.0 0.0
Net income 2,345.1 1,657.7 1,510.0 1,412.6 Preferred shares 0.0 0.0 0.0 0.0
Total common equity 28,059.5 27,9914 28,506.7 29,013.3
EPS (basic, pre-except) (Rmb) 0.11 0.08 0.07 0.07 Minority interest 5,609.5 5,591.8 5,5675.7 5,560.7
EPS (basic, post-except) (Rmb) 0.11 0.08 0.07 0.07
EPS (diluted, post-except) (Rmb) 0.11 0.08 0.07 0.07 Total liabilities & equity 75,159.6 85,077.6 89,827.7 92,795.9
DPS (Rmb) 0.08 0.05 0.04 0.04
Dividend payout ratio (%) 73.6 60.0 60.0 60.0 BVPS (Rmb) 1.30 1.30 1.32 134
Free cash flow yield (%) 0.3 3.9 3.8 4.0
Growth & margins (%) 12/14 12/15E 12/16E 12/17E Ratios 12/14 12/15E 12/16E 12/17E
Sales growth 18.1 39.6 1.2 (2.2) CROCI (%) 16.4 8.3 10.3 9.7
EBITDA growth (2.5) (10.0) 7.3 3.6 ROE (%) 8.4 5.9 5.3 4.9
EBIT growth (9.3) (18.7) (0.1) 2.3 ROA (%) 3.3 2.1 1.7 15
Net income growth 10.3 (29.3) (8.9) (6.5) ROACE (%) 6.7 4.4 4.4 4.3
EPS growth 10.7 (29.3) (8.9) (6.5) Inventory days 66.5 52.4 54.6 55.4
Gross margin 13.4 8.0 8.5 8.7 Receivables days 23.9 19.6 22.7 23.1
EBITDA margin 11.7 7.5 8.0 8.4 Payable days 64.8 51.0 58.2 59.1
EBIT margin 22 4.2 4.1 4.3 Net debt/equity (%) 53.5 71.2 76.2 80.2
Interest cover - EBIT (X) 515 3.3 24 2.1
Cash flow statement (Rmb mn) 12/14 12/15E 12/16E 12/17E Valuation 12/14 12/15E 12/16E 12/17E
Net income pre-preferred dividends 2,345.1 1,657.7 1,510.0 1,412.6
D&A add-back 2,645.8 2,746.8 3,198.6 3,357.9 P/E (analyst) (X) 13.7 25.0 275 29.4
Minorities interests add-back 290.4 (17.7) (16.1) (15.0) P/B (X) 11 15 15 1.4
Net (inc)/dec working capital (1,877.4) 641.9 (56.2) 97.2 EV/EBITDA (X) 8.1 11.5 11.0 10.9
Other operating cash flow 2,916.8 (179.3) 1,042.0 1,005.0 EV/GCI (X) 1.0 1.1 1.1 1.0
Cash flow from operations 6,320.6 4,849.5 5,678.3 5,857.6 Dividend yield (%) 5.4 24 2.2 2.0
Capital expenditures (6,220.7) (3,000.0) (3,906.1) (3,990.5)
Acquisitions (1,241.6) (5,461.3) (851.3) (592.5)
Divestitures 0.0 0.0 0.0 0.0
Others (1,789.4) (549.2) (2,003.4) (2,101.5)
Cash flow from investments (9,251.8) (9,010.6) (6,760.8) (6,684.4)
Dividends paid (common & pref) (1,731.7) (1,725.8) (994.6) (906.0)
Inc/(dec) in debt 5,412.1 5,000.0 3,000.0 2,000.0
Common stock issuance (repurchase) 0.0 0.0 0.0 0.0
Other financing cash flows (1,266.3) 0.0 0.0 0.0
Cash flow from financing 2,4141 3,274.2 2,005.4 1,094.0
Total cash flow (517.1) (886.9) 922.9 267.2 Note: Last actual year may include reported and estimated data.
Source: Company data, Sachs Research i
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Zhaojin Mining Industry: Summary financials
Profit model (Rmb mn) 12/14 12/15E 12/16E 12/17E Balance sheet (Rmb mn) 12/14 12/15E 12/16E 12/17E
Total revenue 5,606.2 5,141.5 5,472.1 5,578.7 Cash & equivalents 1,254.9 1,127.9 1,206.8 1,475.5
Cost of goods sold (3,433.8) (2,924.9) (3,125.5) (3,303.6) Accounts receivable 102.6 205.7 218.9 223.1
SG&A (1,027.2) (1,027.4) (1,085.4) (1,143.4) Inventory 3,172.3 3,509.9 3,5694.4 3,733.0
R&D - - - - Other current assets 1,313.7 1,204.8 1,282.3 1,307.3
Other operating profit/(expense) 2.3 0.0 0.0 0.0 Total current assets 5,843.5 6,048.3 6,302.4 6,739.0
EBITDA 1,838.7 2,011.1 2,145.7 2,097.7 Net PP&E 11,133.8 14,637.0 15,908.8 17,099.0
Depreciation & amortization (691.2) (821.8) (884.4) (966.0) Net intangibles 4,411.6 4,293.8 4,175.9 4,058.1
EBIT 1,147.5 1,189.2 1,261.2 1,131.8 Total investments 268.3 255.7 262.9 269.4
Interest income 24.1 25.1 24.6 28.3 Other long-term assets 4,743.1 4,343.1 3,943.1 3,643.1
Interest expense (514.4) (563.7) (575.0) (604.2) Total assets 26,400.3 29,577.8 30,593.1 31,708.6
Income/(loss) from uncons. subs. 6.6 6.8 7.3 6.5
Others 19.2 (19.4) 0.0 0.0 Accounts payable 479.1 468.0 500.1 528.6
Pretax profits 683.0 638.1 7181 562.3 Short-term debt 8,5643.4 8,5643.4 9,043.4 9,843.4
Income tax (176.3) (214.0) (177.7) (140.6) Other current liabilities 1,712.7 1,683.6 1,719.1 1,685.1
Minorities (51.4) (58.1) (65.4) (51.2) Total current liabilities 10,735.2 10,694.9 11,262.5 12,057.0
Long-term debt 4,864.3 7,864.3 7,864.3 7,864.3
Net income pre-preferred dividends 455.4 366.0 475.0 370.5 Other long-term liabilities 1,050.8 963.7 1,025.7 1,045.7
Preferred dividends 0.0 0.0 0.0 0.0 Total long-term liabilities 5,915.1 8,828.0 8,890.0 8,910.0
Net income (pre-exceptionals) 455.4 366.0 475.0 370.5 Total liabilities 16,650.3 19,523.0 20,152.6 20,967.0
Post-tax exceptionals 0.0 0.0 0.0 0.0
Net income 455.4 366.0 475.0 370.5 Preferred shares 0.0 0.0 0.0 0.0
Total common equity 8,667.1 8,913.9 9,234.2 9,484.1
EPS (basic, pre-except) (Rmb) 0.15 0.12 0.16 0.12 Minority interest 1,082.9 1,141.0 1,206.4 1,257.6
EPS (basic, post-except) (Rmb) 0.15 0.12 0.16 0.12
EPS (diluted, post-except) (Rmb) 0.15 0.12 0.16 0.12 Total liabilities & equity 26,400.3 29,577.8 30,593.1 31,708.6
DPS (Rmb) 0.05 0.04 0.05 0.04
Dividend payout ratio (%) 32.6 32.6 32.6 32.6 BVPS (Rmb) 2.92 3.01 3 3.20
Free cash flow yield (%) (14.6) (1.2) (0.9) (1.4)
Growth & margins (%) 12/14 12/15E 12/16E 12/17E Ratios 12/14 12/15E 12/16E 12/17E
Sales growth (11.6) (8.3) 6.4 1.9 CROCI (%) 7.7 6.8 6.6 6.1
EBITDA growth (3.7) 9.4 6.7 (2.2) ROE (%) 5.3 4.2 5.2 4.0
EBIT growth (11.7) 3.6 6.1 (10.3) ROA (%) 1.8 1.3 1.6 1.2
Net income growth (38.0) (19.6) 29.8 (22.0) ROACE (%) 4.2 33 3.7 3.2
EPS growth (38.0) (19.6) 29.8 (22.0) Inventory days 301.7 416.9 414.8 404.8
Gross margin 38.8 43.1 42.9 40.8 Receivables days 9.5 10.9 14.2 14.5
EBITDA margin 32.8 39.1 39.2 37.6 Payable days 59.9 59.1 56.5 56.8
EBIT margin 20.5 23.1 23.0 20.3 Net debt/equity (%) 124.6 152.0 150.4 151.1
Interest cover - EBIT (X) 2.3 2.2 2.3 2.0
Cash flow statement (Rmb mn) 12/14 12/15E 12/16E 12/17E Valuation 12/14 12/15E 12/16E 12/17E
Net income pre-preferred dividends 455.4 366.0 475.0 370.5
D&A add-back 691.2 821.8 884.4 966.0 P/E (analyst) (X) 23.6 35.9 27.6 35.4
Minorities interests add-back 51.4 58.1 65.4 51.2 P/B (X) 1.2 1.5 1.4 1.4
Net (inc)/dec working capital (750.0) (451.8) (65.6) (114.5) EV/EBITDA (X) 13.0 14.7 14.0 14.6
Other operating cash flow (15.2) 34.4 (22.8) (11.5) EV/GCI (X) 1.1 1.1 1.1 1.0
Cash flow from operations 432.7 828.4 1,336.5 1,261.8 Dividend yield (%) 1.4 0.9 1.2 0.9
Capital expenditures (2,155.6) (1,000.0) (1,463.8) (1,463.8)
Acquisitions (1,155.1) (2,700.0) 0.0 0.0
Divestitures 0.0 0.0 0.0 0.0
Others 1,046.6 (107.1) (174.6) (174.6)
Cash flow from investments (2,264.1) (3,807.1) (1,638.4) (1,638.4)
Dividends paid (common & pref) (419.8) (148.3) (119.2) (154.7)
Inc/(dec) in debt 3,857.2 3,000.0 500.0 800.0
Common stock issuance (repurchase) 0.0 0.0 0.0 0.0
Other financing cash flows (1,386.9) 0.0 0.0 0.0
Cash flow from financing 2,050.5 2,851.7 380.8 645.3
Total cash flow 2191 (127.0) 79.0 268.7 Note: Last actual year may include reported and estimated data.
Source: Company data, Sachs Research i
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