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Neutral Equity Research

Zijin NDR takeaway: Seek volume growth to offset price headwinds 

What's changed 

We hosted Zijin management for a post results non-deal roadshow in 

Hong Kong on Mar 29. 

Implications 

Key takeaways: 

1. Management positive on gold, cautious on copper 
Positive on gold (supported by macro factors like global liquidity), 

while cautious on copper (competition from low-cost mine additions). 

2. Active in M&A, volume growth remains key strategy 
Zijin’s gold/copper reserves were up by 21%/89% yoy in 2015, thanks 

to several major acquisitions. The company budgeted up to Rmb9bn 

for potential acquisitions in 2016 (actual spending may vary), and gold 

(then copper) is the most preferred metal. Company strategy: 
Maintain volume growth to dilute costs, expand into low cost assets.  

3. Greater flexibility of local government on employment issues
Although Zijin’s mined gold/copper volume was up by c.10% yoy in 

2015, year-end headcount down 18% from 2014. This headcount 

reduction, although a part of cost control measures, did not appear to 

receive much pushback from the local government. However, the local 

government sometimes still promotes projects of high revenue but 

low economic value due to other reasons. 

Valuation 

We revise 2016E-18E earnings by -2% to +9%, based on latest production 

plan, cost forecasts and lower financing expenses due to lower interest 

rates. Our 12-month target prices based on P/B vs. ROE are unchanged for 

Zijin (H) at HK$2.00 and Zijin (A) at Rmb3.40. Remain Neutral. 

Key risks 

Commodity prices, sales volume and cost control effectiveness. 

INVESTMENT LIST MEMBERSHIP 
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Zijin Mining (H) (2899.HK)

Asia Pacific Metals & Mining Peer Group Average

Key data Current

Price (HK$) 2.38

12 month price target (HK$) 2.00

601899.SS Price (Rmb) 3.25

601899.SS 12 month price target (Rmb) 3.40

Market cap (HK$ mn / US$ mn) 51,912.5 / 6,692.0

Foreign ownership (%) --

12/15 12/16E 12/17E 12/18E

EPS (Rmb) New 0.08 0.07 0.07 0.07

EPS revision (%) 0.0 (1.9) 4.5 8.6

EPS growth (%) (29.3) (10.6) (0.4) 1.7

EPS (dil) (Rmb) New 0.08 0.07 0.07 0.07

P/E (X) 24.9 29.1 29.2 28.7

P/B (X) 1.5 1.5 1.4 1.3

EV/EBITDA (X) 11.1 10.6 10.0 9.6

Dividend yield (%) 0.0 0.0 0.0 0.0

ROE (%) 6.0 5.2 5.0 4.8

CROCI (%) 12.8 9.8 9.9 8.6

Price performance chart
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Share price performance (%) 3 month 6 month 12 month
Absolute 16.1 23.3 5.3

Rel. to Hang Seng China Ent. Index 30.2 30.4 43.6

Source: Company data, Goldman Sachs Research estimates, FactSet. Price as of 3/29/2016 close.
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Zijin Mining (H): Summary Financials 

Analyst Contributors 

Yan Yan 

yan.yan@gs.com 

Julian Zhu 

julian.zhu@ghsl.cn 

Christina He 

christina.he@gs.com 

Claire Wang 

claire.wang@ghsl.cn 

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

Profit model (Rmb mn) 12/15 12/16E 12/17E 12/18E Balance sheet (Rmb mn) 12/15 12/16E 12/17E 12/18E

Total revenue 74,303.6 75,990.6 73,838.0 77,602.7 Cash & equivalents 5,498.3 8,466.0 11,223.5 14,056.6

Cost of goods sold (68,007.7) (69,095.7) (66,993.6) (70,541.2) Accounts receivable 3,187.2 3,259.5 3,167.2 3,328.7

SG&A (3,312.6) (3,387.8) (3,291.8) (3,459.7) Inventory 10,951.3 11,126.5 10,788.0 11,359.3

R&D -- -- -- -- Other current assets 2,158.1 2,207.1 2,144.6 2,253.9

Other operating profit/(expense) (48.8) (326.0) (336.0) (331.6) Total current assets 21,794.8 25,059.1 27,323.3 30,998.4

EBITDA 6,235.4 6,733.6 7,017.7 7,297.1 Net PP&E 35,760.3 37,160.5 38,120.7 38,140.0

Depreciation & amortization (3,301.0) (3,552.5) (3,801.1) (4,026.9) Net intangibles 10,780.7 10,070.5 9,360.3 8,650.1

EBIT 2,934.4 3,181.1 3,216.6 3,270.2 Total investments 8,081.5 9,519.1 11,019.0 12,498.2

Interest income 146.5 194.5 299.5 397.1 Other long-term assets 7,496.7 7,666.9 7,449.7 7,829.5

Interest expense (1,092.1) (1,298.5) (1,332.8) (1,447.8) Total assets 83,914.0 89,476.1 93,273.0 98,116.2

Income/(loss) from uncons. subs. (44.2) 0.0 0.0 0.0

Others 141.7 0.0 0.0 0.0 Accounts payable 12,268.6 12,464.8 12,085.6 12,725.6

Pretax profits 2,086.2 2,077.2 2,183.4 2,219.5 Short-term debt 11,448.1 14,448.1 16,448.1 18,448.1

Income tax (743.5) (519.3) (545.8) (554.9) Other current liabilities 7,809.7 8,617.6 9,156.2 9,694.8

Minorities 313.0 (77.9) (163.8) (166.5) Total current liabilities 31,526.4 35,530.6 37,690.0 40,868.6

Long-term debt 17,551.2 17,551.2 17,551.2 17,551.2

Net income pre-preferred dividends 1,655.7 1,480.0 1,473.8 1,498.2 Other long-term liabilities 2,908.2 2,908.2 2,908.2 2,908.2

Preferred dividends 0.0 0.0 0.0 0.0 Total long-term liabilities 20,459.4 20,459.4 20,459.4 20,459.4

Net income (pre-exceptionals) 1,655.7 1,480.0 1,473.8 1,498.2 Total liabilities 51,985.8 55,990.0 58,149.4 61,328.0

Post-tax exceptionals 0.0 0.0 0.0 0.0

Net income 1,655.7 1,480.0 1,473.8 1,498.2 Preferred shares 0.0 0.0 0.0 0.0

Total common equity 27,537.2 29,017.1 30,490.9 31,989.1

EPS (basic, pre-except) (Rmb) 0.08 0.07 0.07 0.07 Minority interest 4,391.1 4,469.0 4,632.7 4,799.2

EPS (basic, post-except) (Rmb) 0.08 0.07 0.07 0.07

EPS (diluted, post-except) (Rmb) 0.08 0.07 0.07 0.07 Total liabilities & equity 83,914.0 89,476.1 93,273.0 98,116.2

DPS (Rmb) 0.00 0.00 0.00 0.00

Dividend payout ratio (%) 0.0 0.0 0.0 0.0 BVPS (Rmb) 1.28 1.35 1.42 1.48

Free cash flow yield (%) 11.9 5.4 6.5 5.3

Growth & margins (%) 12/15 12/16E 12/17E 12/18E Ratios 12/15 12/16E 12/17E 12/18E

Sales growth 26.5 2.3 (2.8) 5.1 CROCI (%) 12.8 9.8 9.9 8.6

EBITDA growth (9.0) 8.0 4.2 4.0 ROE (%) 6.0 5.2 5.0 4.8

EBIT growth (30.2) 8.4 1.1 1.7 ROA (%) 2.1 1.7 1.6 1.6

Net income growth (29.4) (10.6) (0.4) 1.7 ROACE (%) 3.7 4.2 4.2 4.2

EPS growth (29.3) (10.6) (0.4) 1.7 Inventory days 57.2 58.3 59.7 57.3

Gross margin 8.5 9.1 9.3 9.1 Receivables days 16.9 15.5 15.9 15.3

EBITDA margin 8.4 8.9 9.5 9.4 Payable days 57.1 65.3 66.9 64.2

EBIT margin 3.9 4.2 4.4 4.2 Net debt/equity (%) 73.6 70.3 64.8 59.6

Interest cover - EBIT (X) 3.1 2.9 3.1 3.1

Cash flow statement (Rmb mn) 12/15 12/16E 12/17E 12/18E Valuation 12/15 12/16E 12/17E 12/18E

Net income pre-preferred dividends 1,655.7 1,480.0 1,473.8 1,498.2

D&A add-back 3,301.0 3,552.5 3,801.1 4,026.9 P/E (analyst) (X) 24.9 29.1 29.2 28.7

Minorities interests add-back (313.0) 77.9 163.8 166.5 P/B (X) 1.5 1.5 1.4 1.3

Net (inc)/dec working capital 3,159.3 (51.3) 51.6 (92.8) EV/EBITDA (X) 11.1 10.6 10.0 9.6

Other operating cash flow 2,466.4 588.7 818.3 49.4 EV/GCI (X) 1.1 1.0 1.0 0.9

Cash flow from operations 10,269.4 5,647.8 6,308.6 5,648.2 Dividend yield (%) 0.0 0.0 0.0 0.0

Capital expenditures (4,858.2) (3,103.8) (3,207.5) (3,103.8)

Acquisitions (694.6) (851.3) (592.5) 0.0

Divestitures 0.0 0.0 0.0 0.0

Others (3,140.3) (1,725.1) (1,751.1) (1,711.4)

Cash flow from investments (8,693.2) (5,680.1) (5,551.0) (4,815.1)

Dividends paid (common & pref) (1,725.8) 0.0 0.0 0.0

Inc/(dec) in debt 3,442.4 3,000.0 2,000.0 2,000.0

Common stock issuance (repurchase) 0.0 0.0 0.0 0.0

Other financing cash flows (1,989.5) 0.0 0.0 0.0

Cash flow from financing (273.0) 3,000.0 2,000.0 2,000.0

Total cash flow 1,303.2 2,967.7 2,757.5 2,833.1 Note: Last actual year may include reported and estimated data.

Source: Company data, Goldman Sachs Research estimates.

http://www.hibor.com.cn/
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Exhibit 1: Zijin operating summary 

 

Source: Company data, Goldman Sachs Global Investment Research. 

 

yoy
GS commodity price 2013 2014 2015 2016E 2017E 2018E 2015 2016E 2017E 2018E
Gold US$/ounce 1,413 1,266 1,160 1,095 1,000 1,050 -8% -6% -9% 5%
Copper USD/t 7,328 6,863 5,510 4,397 4,000 4,000 -20% -20% -9% 0%
Zinc USD/t 1,910 2,161 1,932 1,713 1,700 1,600 -11% -11% -1% -6%

Gold Rmb/g 281 251 234 242 231 246 -7% 4% -5% 7%
Copper Rmb/t, VAT excl. 45,287 42,276 34,564 30,284 28,760 29,200 -18% -12% -5% 2%
Zinc Rmb/t, VAT excl. 11,804 13,312 12,118 11,798 12,223 11,680 -9% -3% 4% -4%

Production volume 2013 2014 2015 2016E 2017E 2018E 2015 2016E 2017E 2018E
Mined gold t 32 34 37 43 43 43 10% 14% 1% 0%
Copper concentrate kt 125 138 150 155 220 246 9% 3% 42% 12%
Zinc concentrate kt 72 96 198 270 270 270 106% 36% 0% 0%

Production cost 2013 2014 2015 2016E 2017E 2018E 2015 2016E 2017E 2018E

Mined gold Rmb/g 152 144 136 133 133 137 -6% -2% 0% 3%
Copper concentrate Rmb/t 17,908 18,467 17,504 16,979 16,979 17,488 -5% -3% 0% 3%
Zinc concentrate Rmb/t 3,862 3,509 3,800 3,990 4,070 4,151 8% 5% 2% 2%

Gross margin 2013 2014 2015 2016E 2017E 2018E 2015 2016E 2017E 2018E

Mining 49% 45% 39% 38% 36% 36% -5.7ppt -0.8ppt -2.6ppt -0.1ppt
Gold 43% 38% 37% 40% 37% 40% -1ppt 3.4ppt -2.9ppt 2.1ppt
Copper 55% 48% 40% 33% 30% 29% -8.7ppt -6.5ppt -3.5ppt -1ppt
Zinc 49% 57% 47% 39% 44% 40% -9.8ppt -8.6ppt 5.3ppt -3.8ppt

Non-mining 3.1% 2.2% 1.3% 1.2% 1.3% 0.9% -0.9ppt 0ppt 0.1ppt -0.4ppt
Blended 18% 13% 8% 9% 9% 9% -4.9ppt 0.6ppt 0.2ppt -0.2ppt

Key metrics 2013 2014 2015 2016E 2017E 2018E 2015 2016E 2017E 2018E
Gross margin 18% 13% 8% 9% 9% 9% -4.9ppt 0.6ppt 0.2ppt -0.2ppt
Net margin 4% 4% 2% 2% 2% 2% -1.8ppt -0.3ppt 0ppt -0.1ppt
ROE 8% 8% 6% 5% 5% 5% -2.5ppt -0.7ppt -0.3ppt -0.2ppt

http://www.hibor.com.cn/
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Disclosure Appendix 

Reg AC 

We, Yan Yan, Julian Zhu, Christina He and Claire Wang, hereby certify that all of the views expressed in this report accurately reflect our personal 

views about the subject company or companies and its or their securities. We also certify that no part of our compensation was, is or will be, directly 

or indirectly, related to the specific recommendations or views expressed in this report. 

 

Unless otherwise stated, the individuals listed on the cover page of this report are analysts in Goldman Sachs' Global Investment Research division. 

Investment Profile 

The Goldman Sachs Investment Profile provides investment context for a security by comparing key attributes of that security to its peer group and 

market. The four key attributes depicted are: growth, returns, multiple and volatility. Growth, returns and multiple are indexed based on composites 

of several methodologies to determine the stocks percentile ranking within the region's coverage universe.  

The precise calculation of each metric may vary depending on the fiscal year, industry and region but the standard approach is as follows:  

Growth is a composite of next year's estimate over current year's estimate, e.g. EPS, EBITDA, Revenue.  Return is a year one prospective aggregate 

of various return on capital measures, e.g. CROCI, ROACE, and ROE.  Multiple is a composite of one-year forward valuation ratios, e.g. P/E, dividend 

yield, EV/FCF, EV/EBITDA, EV/DACF, Price/Book.  Volatility is measured as trailing twelve-month volatility adjusted for dividends.   

Quantum 

Quantum is Goldman Sachs' proprietary database providing access to detailed financial statement histories, forecasts and ratios. It can be used for 

in-depth analysis of a single company, or to make comparisons between companies in different sectors and markets.  

GS SUSTAIN 

GS SUSTAIN is a global investment strategy aimed at long-term, long-only performance with a low turnover of ideas. The GS SUSTAIN focus list 

includes leaders our analysis shows to be well positioned to deliver long term outperformance through sustained competitive advantage and 

superior returns on capital relative to their global industry peers. Leaders are identified based on quantifiable analysis of three aspects of corporate 

performance: cash return on cash invested, industry positioning and management quality (the effectiveness of companies' management of the 

environmental, social and governance issues facing their industry).  

Disclosures 

Coverage group(s) of stocks by primary analyst(s) 
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China Shanshui Cement Group, China Shenhua Energy (A), China Shenhua Energy (H), Coal India Ltd., Dongjiang Environmental Co. (A), Dongjiang 

Environmental Co. (H), Dongpeng Holdings, GrandBlue Environment Co., Grasim Industries, Hindalco Industries, Jiangxi Copper (A), Jiangxi Copper 
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Coal Mining (H), Zhaojin Mining Industry, Zijin Mining (A), Zijin Mining (H).  

Company-specific regulatory disclosures 

The following disclosures relate to relationships between The Goldman Sachs Group, Inc. (with its affiliates, "Goldman Sachs") and companies 

covered by the Global Investment Research Division of Goldman Sachs and referred to in this research. 

Goldman Sachs expects to receive or intends to seek compensation for investment banking services in the next 3 months: Zijin Mining (A) (Rmb3.25) 

and Zijin Mining (H) (HK$2.38) 

Goldman Sachs had a non-securities services client relationship during the past 12 months with: Zijin Mining (A) (Rmb3.25) and Zijin Mining (H) 

(HK$2.38) 

Goldman Sachs makes a market in the securities or derivatives thereof: Zijin Mining (A) (Rmb3.25) and Zijin Mining (H) (HK$2.38) 

Distribution of ratings/investment banking relationships 

Goldman Sachs Investment Research global coverage universe 

Rating Distribution Investment Banking Relationships 

Buy Hold Sell Buy Hold Sell 

Global 31% 53% 16% 63% 58% 52% 
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Association. Sales and purchase of equities are subject to commission pre-determined with clients plus consumption tax. See company-specific 

disclosures as to any applicable disclosures required by Japanese stock exchanges, the Japanese Securities Dealers Association or the Japanese 

Securities Finance Company.   

Ratings, coverage groups and views and related definitions 

Buy (B), Neutral (N), Sell (S) -Analysts recommend stocks as Buys or Sells for inclusion on various regional Investment Lists. Being assigned a Buy 

or Sell on an Investment List is determined by a stock's return potential relative to its coverage group as described below. Any stock not assigned as 

a Buy or a Sell on an Investment List is deemed Neutral. Each regional Investment Review Committee manages various regional Investment Lists to a 

global guideline of 25%-35% of stocks as Buy and 10%-15% of stocks as Sell; however, the distribution of Buys and Sells in any particular coverage 

group may vary as determined by the regional Investment Review Committee. Regional Conviction Buy and Sell lists represent investment 

recommendations focused on either the size of the potential return or the likelihood of the realization of the return.    

Return potential represents the price differential between the current share price and the price target expected during the time horizon associated 

with the price target. Price targets are required for all covered stocks. The return potential, price target and associated time horizon are stated in each 

report adding or reiterating an Investment List membership.   

Coverage groups and views: A list of all stocks in each coverage group is available by primary analyst, stock and coverage group at 

http://www.gs.com/research/hedge.html. The analyst assigns one of the following coverage views which represents the analyst's investment outlook 

on the coverage group relative to the group's historical fundamentals and/or valuation.  Attractive (A). The investment outlook over the following 12 

months is favorable relative to the coverage group's historical fundamentals and/or valuation.  Neutral (N). The investment outlook over the 

following 12 months is neutral relative to the coverage group's historical fundamentals and/or valuation.  Cautious (C). The investment outlook over 

the following 12 months is unfavorable relative to the coverage group's historical fundamentals and/or valuation.   

Not Rated (NR). The investment rating and target price have been removed pursuant to Goldman Sachs policy when Goldman Sachs is acting in an 

advisory capacity in a merger or strategic transaction involving this company and in certain other circumstances.  Rating Suspended (RS). Goldman 

Sachs Research has suspended the investment rating and price target for this stock, because there is not a sufficient fundamental basis for 

determining, or there are legal, regulatory or policy constraints around publishing, an investment rating or target. The previous investment rating and 

price target, if any, are no longer in effect for this stock and should not be relied upon.  Coverage Suspended (CS). Goldman Sachs has suspended 

coverage of this company.  Not Covered (NC). Goldman Sachs does not cover this company.  Not Available or Not Applicable (NA). The 

information is not available for display or is not applicable.  Not Meaningful (NM). The information is not meaningful and is therefore excluded.   

Global product; distributing entities 

The Global Investment Research Division of Goldman Sachs produces and distributes research products for clients of Goldman Sachs on a global 

basis. Analysts based in Goldman Sachs offices around the world produce equity research on industries and companies, and research on 

macroeconomics, currencies, commodities and portfolio strategy. This research is disseminated in Australia by Goldman Sachs Australia Pty Ltd 

(ABN 21 006 797 897); in Brazil by Goldman Sachs do Brasil Corretora de Títulos e Valores Mobiliários S.A.; in Canada by either Goldman Sachs 

Canada Inc. or Goldman, Sachs & Co.; in Hong Kong by Goldman Sachs (Asia) L.L.C.; in India by Goldman Sachs (India) Securities Private Ltd.; in 

Japan by Goldman Sachs Japan Co., Ltd.; in the Republic of Korea by Goldman Sachs (Asia) L.L.C., Seoul Branch; in New Zealand by Goldman Sachs 

New Zealand Limited; in Russia by OOO Goldman Sachs; in Singapore by Goldman Sachs (Singapore) Pte. (Company Number: 198602165W); and in 

the United States of America by Goldman, Sachs & Co. Goldman Sachs International has approved this research in connection with its distribution in 

the United Kingdom and European Union.  

European Union: Goldman Sachs International authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority 

and the Prudential Regulation Authority, has approved this research in connection with its distribution in the European Union and United Kingdom; 

Goldman Sachs AG and Goldman Sachs International Zweigniederlassung Frankfurt, regulated by the Bundesanstalt für 

Finanzdienstleistungsaufsicht, may also distribute research in Germany.  

General disclosures 

This research is for our clients only. Other than disclosures relating to Goldman Sachs, this research is based on current public information that we 

consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such. The information, opinions, estimates and 

forecasts contained herein are as of the date hereof and are subject to change without prior notification. We seek to update our research as 

appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a periodic basis, the large 

majority of reports are published at irregular intervals as appropriate in the analyst's judgment. 

Goldman Sachs conducts a global full-service, integrated investment banking, investment management, and brokerage business. We have 

investment banking and other business relationships with a substantial percentage of the companies covered by our Global Investment Research 

Division. Goldman, Sachs & Co., the United States broker dealer, is a member of SIPC (http://www.sipc.org).  

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and principal 

trading desks that reflect opinions that are contrary to the opinions expressed in this research. Our asset management area, principal trading desks 

and investing businesses may make investment decisions that are inconsistent with the recommendations or views expressed in this research. 

The analysts named in this report may have from time to time discussed with our clients, including Goldman Sachs salespersons and traders, or may 

discuss in this report, trading strategies that reference catalysts or events that may have a near-term impact on the market price of the equity 

securities discussed in this report, which impact may be directionally counter to the analyst's published price target expectations for such stocks. Any 

such trading strategies are distinct from and do not affect the analyst's fundamental equity rating for such stocks, which rating reflects a stock's 

return potential relative to its coverage group as described herein. 

We and our affiliates, officers, directors, and employees, excluding equity and credit analysts, will from time to time have long or short positions in, 

act as principal in, and buy or sell, the securities or derivatives, if any, referred to in this research.  

The views attributed to third party presenters at Goldman Sachs arranged conferences, including individuals from other parts of Goldman Sachs, do 

not necessarily reflect those of Global Investment Research and are not an official view of Goldman Sachs. 

Any third party referenced herein, including any salespeople, traders and other professionals or members of their household, may have positions in 

the products mentioned that are inconsistent with the views expressed by analysts named in this report. 

This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be 

illegal. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of 

individual clients. Clients should consider whether any advice or recommendation in this research is suitable for their particular circumstances and, if 

appropriate, seek professional advice, including tax advice. The price and value of investments referred to in this research and the income from them 

http://www.hibor.com.cn/


March 30, 2016  Zijin Mining (H) (2899.HK) 
 

Goldman Sachs Global Investment Research 7 

may fluctuate. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. 

Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from, certain investments.  

Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors. 

Investors should review current options disclosure documents which are available from Goldman Sachs sales representatives or at 

http://www.theocc.com/about/publications/character-risks.jsp. Transaction costs may be significant in option strategies calling for multiple purchase 

and sales of options such as spreads. Supporting documentation will be supplied upon request.  

All research reports are disseminated and available to all clients simultaneously through electronic publication to our internal client websites. Not all 

research content is redistributed to our clients or available to third-party aggregators, nor is Goldman Sachs responsible for the redistribution of our 

research by third party aggregators. For research, models or other data available on a particular security, please contact your sales representative or 

go to http://360.gs.com. 

Disclosure information is also available at http://www.gs.com/research/hedge.html or from Research Compliance, 200 West Street, New York, NY 

10282. 

© 2016 Goldman Sachs.  

No part of this material may be (i) copied, photocopied or duplicated in any form by any means or (ii) redistributed without the prior 
written consent of The Goldman Sachs Group, Inc.   
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