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Forecasts And Ratios 

Year End Dec 31 2014A 2015A 2016E 2017E 

Sales (CNYm) 58,760.5 74,303.6 84,070.4 88,928.0 

EBITDA (CNYm) 6,819.8 6,384.9 8,019.0 10,037.7 

EBIT(CNYm) 4,071 3,076 4,327 6,022 

Reported EPS FD(CNY) 0.11 0.08 0.11 0.16 

Reported NPAT (CNYm) 2,345.1 1,655.7 2,287.3 3,470.9 

DB EPS growth (%) 29.3 -29.3 38.2 51.7 

DB EPS FD(CNY) 0.11 0.08 0.11 0.16 

OLD DB EPS FD(CNY) 0.11 0.08 0.10 0.14 

% Change 0.0% 0.0% 2.1% 17.7% 

PER (x) 13.7 24.9 20.2 13.3 

EV/EBITDA (x) 7.4 10.0 8.7 6.8 

DPS (net) (CNY) 0.08 0.00 0.04 0.06 

Yield (net) (%) 5.4 0.0 1.9 2.9 

Source: Deutsche Bank estimates, company data 
1 DB EPS is fully diluted and excludes non-recurring items 
2 Multiples and yields calculations use average historical prices for past years and spot prices for current and future years, except P/B which uses 

the year end close 
 

 

1Q missed on hedging and higher financing cost; maintaining Buy 
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Key changes 

Sales (FYE) 83,392 to 84,070 ↑ 0.8% 

Op prof 
margin (FYE) 

4.5 to 5.1 ↑ 13.4% 

Net profit 
(FYE) 

2,384.6 to 
2,287.3 

↓ -4.1% 

Source: Deutsche Bank 
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Performance (%) 1m 3m 12m 

Absolute 8.0 46.9 -14.0 

HANG SENG INDEX 3.4 7.0 -25.8 

Source: Deutsche Bank 
 

 

Zijin released its 1Q results, with NPAT of RMB64m (85%YoY decline) only 
accounting for c.3% of both 2016 DBe and consensus, mainly due to 
RMB700m+ losses in its hedging and gold leasing business and, to a lesser 
extent, higher financing costs (+60% YoY). However, its gross margin was 
c.10% in the first quarter, slightly ahead of DBe and consensus of 9% in 2016, 
due to its well-controlled unit cost. With our positive view on gold and the 
company’s well-controlled unit cost, we maintain our Buy rating. 

Operation data on track; A-share placement made up by corporate bonds 
Zijin’s mined gold and copper unit cost was RMB140/g and RMB15,427/t in the 
first quarter, representing 4% and 14% yoy declines, respectively. As a result, 
its gross margin reached c.10%, which was 1ppt higher than 2016 DBe and 
consensus. With the recent metal prices recovery, especially the gold price, 
which almost reached USD1,300/oz, we expect Zijin’s GM continue to improve 
in coming quarters. On the other hand, Zijin decided to cancel its A-share 
placement with a proposed size of RMB8-9bn. It issued RMB5bn in corporate 
bonds in March 2016 instead, with a three-year rate of 2.99% and a five-year 
rate of 3.37%.  

Maintaining Buy on positive gold outlook and cost control; risks 
Our Global Commodity team forecasts average copper prices of USD4,619/t 
and USD4,725/t and average gold prices of USD1,188/oz and USD1,231/oz in 
2016 and 2017, respectively. Our sensitivity analysis indicates that a 9% 
change in the gold price (i.e., gold price at USD1,300/oz) will translate into a 
22% change in earnings in 2016. Our target price of HKD2.8 is based on a life-
of-mine DCF, with 9.2% WACC. Zijin is currently trading at 20x/13x 2016/17E 
EPS and 1.5x/1.4x 2016/17E BVPS. Risks: lower-than-expected gold and 
copper prices. 
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Running the numbers 

Asia 

China 

Metals & Mining 

Zijin Mining 
Reuters: 2899.HK Bloomberg: 2899 HK 
 

Buy 
Price (2 May 16) HKD 2.57 

Target Price HKD 2.80 

52 Week range HKD 1.71 - 3.49 

Market Cap (m) HKDm 56,057 

 USDm 7,226 
 

Company Profile 

Zijin Mining is a mining conglomerate in the PRC. It is 
engaged primarily in the exploration, mining and sale of 
gold and other non-ferrous metals. The company is one of 
the largest and most efficient mine-produced gold 
producers in the PRC. 
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Growth & Profitability 
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- - - sharon.ding@db.com 
  

 Fiscal year end  31-Dec 2013 2014 2015 2016E 2017E 
 

Financial Summary 

DB EPS (CNY) 0.08 0.11 0.08 0.11 0.16 

Reported EPS (CNY) 0.10 0.11 0.08 0.11 0.16 

DPS (CNY) 0.08 0.08 0.00 0.04 0.06 

BVPS (CNY) 1.3 1.3 1.3 1.4 1.5 
 

Weighted average shares (m) 21,812 21,573 21,558 21,543 21,543 

Average market cap (CNYm) 36,491 32,034 41,279 46,851 46,851 

Enterprise value (CNYm) 48,751 50,517 63,633 70,121 68,666 
 

Valuation Metrics 
P/E (DB) (x) 19.9 13.7 24.9 20.2 13.3 

P/E (Reported) (x) 17.2 13.7 24.9 20.2 13.3 

P/BV (x) 1.04 1.34 1.29 1.55 1.43 
 

FCF Yield (%) 0.9 0.6 13.3 0.7 7.9 

Dividend Yield (%) 4.7 5.4 0.0 1.9 2.9 
 

EV/Sales (x) 1.0 0.9 0.9 0.8 0.8 

EV/EBITDA (x) 7.1 7.4 10.0 8.7 6.8 

EV/EBIT (x) 11.0 12.4 20.7 16.2 11.4 
 

Income Statement (CNYm) 

Sales revenue 49,772 58,761 74,304 84,070 88,928 

Gross profit 10,601 9,790 8,795 11,750 13,684 

EBITDA 6,846 6,820 6,385 8,019 10,038 

Depreciation 2,395 2,749 3,309 3,692 4,016 

Amortisation 0 0 0 0 0 

EBIT 4,451 4,071 3,076 4,327 6,022 

Net interest income(expense) -733 -768 -946 -1,117 -1,150 

Associates/affiliates 117 21 -44 0 0 

Exceptionals/extraordinaries 0 0 0 0 0 

Other pre-tax income/(expense) 0 0 0 0 0 

Profit before tax 3,835 3,324 2,086 3,210 4,871 

Income tax expense 973 689 743 803 1,218 

Minorities 736 290 -313 120 183 

Other post-tax income/(expense) 0 0 0 0 0 

Net profit 2,126 2,345 1,656 2,287 3,471 
 

DB adjustments (including dilution) -291 0 0 0 0 

DB Net profit 1,834 2,345 1,656 2,287 3,471 
 

Cash Flow (CNYm) 

Cash flow from operations 8,842 6,321 10,269 6,619 9,560 

Net Capex -8,519 -6,143 -4,794 -6,298 -5,899 

Free cash flow 324 177 5,476 321 3,661 

Equity raised/(bought back) 0 0 0 0 0 

Dividends paid -3,687 -3,034 -3,414 0 -873 

Net inc/(dec) in borrowings 484 1,201 1,083 0 0 

Other investing/financing cash flows 150 -2,954 -2,493 -1,956 -1,570 

Net cash flow -2,729 -4,609 652 -1,635 1,218 

Change in working capital 2,765 -2,256 2,679 -597 740 
 

Balance Sheet (CNYm) 

Cash and other liquid assets 4,492 4,140 5,498 5,863 7,081 

Tangible fixed assets 29,529 33,242 35,760 38,193 39,974 

Goodwill/intangible assets 8,995 9,882 10,781 11,172 11,492 

Associates/investments 5,854 6,154 8,461 9,301 9,720 

Other assets 18,029 21,742 23,413 23,439 22,754 

Total assets 66,898 75,160 83,914 87,967 91,020 

Interest bearing debt 17,133 23,167 31,922 33,922 33,922 

Other liabilities 16,680 18,324 20,063 19,709 19,982 

Total liabilities 33,813 41,491 51,986 53,631 53,904 

Shareholders' equity 27,612 28,059 27,537 29,824 32,422 

Minorities 5,473 5,609 4,391 4,511 4,694 

Total shareholders' equity 33,085 33,669 31,928 34,336 37,116 

Net debt 12,641 19,028 26,424 28,059 26,842 
 

Key Company Metrics 

Sales growth (%) nm 18.1 26.5 13.1 5.8 

DB EPS growth (%) na 29.3 -29.3 38.2 51.7 

EBITDA Margin (%) 13.8 11.6 8.6 9.5 11.3 

EBIT Margin (%) 8.9 6.9 4.1 5.1 6.8 

Payout ratio (%) 81.5 73.6 0.0 38.2 38.2 

ROE (%) 7.6 8.4 6.0 8.0 11.2 

Capex/sales (%) 17.3 10.6 6.5 7.5 6.6 

Capex/depreciation (x) 3.6 2.3 1.5 1.7 1.5 

Net debt/equity (%) 38.2 56.5 82.8 81.7 72.3 

Net interest cover (x) 6.1 5.3 3.3 3.9 5.2 
  

Source: Company data, Deutsche Bank estimates 
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Results summary 

Figure 1: Zijin Mining 1Q16 financial summary 

 1Q16 4Q15 QoQ 1Q15 YoY 16FY DBe % of DBe 16FY Cons % of Cons 

 Revenue          19,398          13,106  48%         15,896  22%         83,392  23% 77,716  25% 

 GP              1,998                765  161%            1,361  47%           7,186  28% 7,371  27% 

 SG&A              (889)             (991) -10%             (811) 10%         (3,502) 25%  (3,800) 23% 

 OP                333              (247) -235%               890  -63%           3,784  9% 3,571  9% 

 non-op items              (721)                  74  na               219  -430% na na na na 

 PBT                111              (260) -143%               606  -82%           2,890  4% na na 

 NPAT                   64                (36) -275%               415  -85%           2,385  3% 1,982  3% 

 NPAT excl. non-op 
items  

              596                (92) -748%               269  122% na na na na 

          

 CFO                442             4,871  -91%            1,393  -68%           6,163  7% na na 

          

GPM 10% 6% +4.5ppt 9% +1.7ppt 9% +1.7ppt 9% +0.8ppt 

SG&A % of revenue 5% 8% -3.0ppt 5% -0.5ppt 4% na 5% na 

Effective tax rate 26% -29% na 33% na 25% na na na 

Gearing ratio 80% 77% +3.0ppt 55% +25.0ppt na na na na 
Source: Deutsche Bank estimates, Bloomberg Finance LP 

Figure 2: Zijin Mining 1Q16 operational summary 

 Unit 1Q16 QoQ YoY 4Q15 3Q15 1Q15  FY16 DBe % of DBe 

Mined gold ASP RMB/g               223  7% -1%               209                  211                225   245  91% 

Mined gold unit cost RMB/g               140  8% -4%               130                  135                145   133  105% 

Mined gold  sales volume kg         10,382  10% 37%            9,443               9,211            7,590   43,119  24% 

          

Mined copper ASP RMB/t         25,697  -1% -15%         25,827             28,082          30,241   26,490  97% 

Mined copper unit cost RMB/t         15,427  -31% -14%         22,320             15,904          17,991   16,629  93% 

Mined copper sales volume t         40,538  26% 17%         32,113             41,809          34,551   155,368  26% 

          

Mined zinc ASP RMB/t            6,057  -12% -26%            6,916               6,000            8,219   6,883  88% 

Mined zinc unit cost RMB/t            3,352  -17% -20%            4,044               2,874            4,194   3,800  88% 

Mined zinc sales volume t         63,189  4% 98%         61,033             48,269          31,978   270,000  23% 

          

Commodity price          

Gold RMB/g 250 9% 2% 229 230 244   

Copper RMB/t 36,165 -2% -15% 36,954 39,913 42,391   

Zinc  RMB/t 13,972 1% -16% 13,820 15,356 16,616     
Source: Deutsche Bank estimates, Bloomberg Finance LP *Copper and Zinc prices based on Changjiang spot price (VAT incl.) 

,
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Appendix 1 
 

Important Disclosures 
 

Additional information available upon request 
 

Disclosure checklist 

Company Ticker Recent price* Disclosure 

Zijin Mining 2899.HK 2.56 (HKD) 29 Apr 16 14,15 
*Prices are current as of the end of the previous trading session unless otherwise indicated and are sourced from local exchanges via Reuters, Bloomberg and other vendors . Other 
information is sourced from Deutsche Bank, subject companies, and other sources.  For disclosures pertaining to recommendations or estimates made on securities other than the 
primary subject of this research, please see the most recently published company report or visit our global disclosure look-up page on our website at 
http://gm.db.com/ger/disclosure/DisclosureDirectory.eqsr.  

Important Disclosures Required by U.S. Regulators 

Disclosures marked with an asterisk may also be required by at least one jurisdiction in addition to the United States.  
See Important Disclosures Required by Non-US Regulators and Explanatory Notes. 

14. Deutsche Bank and/or its affiliate(s) has received non-investment banking related compensation from this company 
within the past year. 

15. This company has been a client of Deutsche Bank Securities Inc. within the past year, during which time it received 
non-investment banking securities-related services. 

     
For disclosures pertaining to recommendations or estimates made on securities other than the primary subject of this 
research, please see the most recently published company report or visit our global disclosure look-up page on our 
website at http://gm.db.com/ger/disclosure/Disclosure.eqsr?ricCode=2899.HK 
 

Analyst Certification 

The views expressed in this report accurately reflect the personal views of the undersigned lead analyst(s) about the 
subject issuer and the securities of the issuer. In addition, the undersigned lead analyst(s) has not and will not receive 
any compensation for providing a specific recommendation or view in this report. Sharon Ding 
     

http://gm.db.com/ger/disclosure/Disclosure.eqsr?ricCode=2899.HK
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Historical recommendations and target price: Zijin Mining (2899.HK) 
(as of 4/29/2016) 
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Previous Recommendations 

Strong Buy 
Buy 
Market Perform 
Underperform 
Not Rated 
Suspended Rating 

Current Recommendations 

Buy 
Hold 
Sell 
Not Rated 
Suspended Rating 

*New Recommendation Structure 
as of September 9,2002 

 

1.     28/10/2014:         Upgrade to Hold, Target Price Change HKD2.10 3.     29/09/2015:         Hold, Target Price Change HKD2.30 

2.     30/06/2015:         Hold, Target Price Change HKD2.40 4.     28/02/2016:         Upgrade to Buy, Target Price Change HKD2.80 
  
      

Equity rating key Equity rating dispersion and banking relationships 

Buy: Based on a current 12- month view of total 
share-holder return (TSR = percentage change in 
share price from current price to projected target price 
plus pro-jected dividend yield ) , we recommend that 
investors buy the stock. 

Sell: Based on a current 12-month view of total share-
holder return, we recommend that investors sell the 
stock 

Hold: We take a neutral view on the stock 12-months 
out and, based on this time horizon, do not 
recommend either a Buy or Sell. 

Newly issued research recommendations and target 
prices supersede previously published research. 
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Regulatory Disclosures 

1.Important Additional Conflict Disclosures 

Aside from within this report, important conflict disclosures can also be found at https://gm.db.com/equities under the 

"Disclosures Lookup" and "Legal" tabs. Investors are strongly encouraged to review this information before investing. 

2.Short-Term Trade Ideas 

Deutsche Bank equity research analysts sometimes have shorter-term trade ideas (known as SOLAR ideas) that are 

consistent or inconsistent with Deutsche Bank's existing longer term ratings. These trade ideas can be found at the 

SOLAR link at http://gm.db.com. 
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Additional Information 

 

The information and opinions in this report were prepared by Deutsche Bank AG or one of its affiliates (collectively 

"Deutsche Bank"). Though the information herein is believed to be reliable and has been obtained from public sources 

believed to be reliable, Deutsche Bank makes no representation as to its accuracy or completeness. 

 

If you use the services of Deutsche Bank in connection with a purchase or sale of a security that is discussed in this 

report, or is included or discussed in another communication (oral or written) from a Deutsche Bank analyst, Deutsche 

Bank may act as principal for its own account or as agent for another person. 

 

Deutsche Bank may consider this report in deciding to trade as principal. It may also engage in transactions, for its own 

account or with customers, in a manner inconsistent with the views taken in this research report. Others within 

Deutsche Bank, including strategists, sales staff and other analysts, may take views that are inconsistent with those 

taken in this research report. Deutsche Bank issues a variety of research products, including fundamental analysis, 

equity-linked analysis, quantitative analysis and trade ideas. Recommendations contained in one type of communication 

may differ from recommendations contained in others, whether as a result of differing time horizons, methodologies or 

otherwise. Deutsche Bank and/or its affiliates may also be holding debt securities of the issuers it writes on. 

 

Analysts are paid in part based on the profitability of Deutsche Bank AG and its affiliates, which includes investment 

banking revenues. 

 

Opinions, estimates and projections constitute the current judgment of the author as of the date of this report. They do 

not necessarily reflect the opinions of Deutsche Bank and are subject to change without notice. Deutsche Bank has no 

obligation to update, modify or amend this report or to otherwise notify a recipient thereof if any opinion, forecast or 

estimate contained herein changes or subsequently becomes inaccurate. This report is provided for informational 

purposes only. It is not an offer or a solicitation of an offer to buy or sell any financial instruments or to participate in any 

particular trading strategy. Target prices are inherently imprecise and a product of the analyst’s judgment. The financial 

instruments discussed in this report may not be suitable for all investors and investors must make their own informed 

investment decisions. Prices and availability of financial instruments are subject to change without notice and 

investment transactions can lead to losses as a result of price fluctuations and other factors. If a financial instrument is 

denominated in a currency other than an investor's currency, a change in exchange rates may adversely affect the 

investment. Past performance is not necessarily indicative of future results. Unless otherwise indicated, prices are 

current as of the end of the previous trading session, and are sourced from local exchanges via Reuters, Bloomberg and 

other vendors. Data is sourced from Deutsche Bank, subject companies, and in some cases, other parties.  

 

Macroeconomic fluctuations often account for most of the risks associated with exposures to instruments that promise 

to pay fixed or variable interest rates. For an investor who is long fixed rate instruments (thus receiving these cash 

flows), increases in interest rates naturally lift the discount factors applied to the expected cash flows and thus cause a 

loss. The longer the maturity of a certain cash flow and the higher the move in the discount factor, the higher will be the 

loss. Upside surprises in inflation, fiscal funding needs, and FX depreciation rates are among the most common adverse 

macroeconomic shocks to receivers. But counterparty exposure, issuer creditworthiness, client segmentation, regulation 

(including changes in assets holding limits for different types of investors), changes in tax policies, currency 

convertibility (which may constrain currency conversion, repatriation of profits and/or the liquidation of positions), and 

settlement issues related to local clearing houses are also important risk factors to be considered. The sensitivity of fixed 

income instruments to macroeconomic shocks may be mitigated by indexing the contracted cash flows to inflation, to 

FX depreciation, or to specified interest rates – these are common in emerging markets. It is important to note that the 

index fixings may -- by construction -- lag or mis-measure the actual move in the underlying variables they are intended 

to track. The choice of the proper fixing (or metric) is particularly important in swaps markets, where floating coupon 

rates (i.e., coupons indexed to a typically short-dated interest rate reference index) are exchanged for fixed coupons. It is 

also important to acknowledge that funding in a currency that differs from the currency in which coupons are 

denominated carries FX risk. Naturally, options on swaps (swaptions) also bear the risks typical to options in addition to 

the risks related to rates movements.  
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Derivative transactions involve numerous risks including, among others, market, counterparty default and illiquidity risk. 

The appropriateness or otherwise of these products for use by investors is dependent on the investors' own 

circumstances including their tax position, their regulatory environment and the nature of their other assets and 

liabilities, and as such, investors should take expert legal and financial advice before entering into any transaction similar 

to or inspired by the contents of this publication. The risk of loss in futures trading and options, foreign or domestic, can 

be substantial. As a result of the high degree of leverage obtainable in futures and options trading, losses may be 

incurred that are greater than the amount of funds initially deposited. Trading in options involves risk and is not suitable 

for all investors. Prior to buying or selling an option investors must review the "Characteristics and Risks of Standardized 

Options”, at http://www.optionsclearing.com/about/publications/character-risks.jsp. If you are unable to access the 

website please contact your Deutsche Bank representative for a copy of this important document. 

 

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: ( i) 

exchange rates can be volatile and are subject to large fluctuations; ( ii) the value of currencies may be affected by 

numerous market factors, including world and national economic, political and regulatory events, events in equity and 

debt markets and changes in interest rates; and (iii) currencies may be subject to devaluation or government imposed 

exchange controls which could affect the value of the currency. Investors in securities such as ADRs, whose values are 

affected by the currency of an underlying security, effectively assume currency risk. 

 

Unless governing law provides otherwise, all transactions should be executed through the Deutsche Bank entity in the 

investor's home jurisdiction.  

 

United States: Approved and/or distributed by Deutsche Bank Securities Incorporated, a member of FINRA, NFA and 

SIPC. Analysts employed by non-US affiliates may not be associated persons of Deutsche Bank Securities Incorporated 

and therefore not subject to FINRA regulations concerning communications with subject companies, public appearances 

and securities held by analysts.  

 

Germany: Approved and/or distributed by Deutsche Bank AG, a joint stock corporation with limited liability incorporated 

in the Federal Republic of Germany with its principal office in Frankfurt am Main. Deutsche Bank AG is authorized under 

German Banking Law and is subject to supervision by the European Central Bank and by BaFin, Germany’s Federal 

Financial Supervisory Authority. 

 

United Kingdom: Approved and/or distributed by Deutsche Bank AG acting through its London Branch at Winchester 

House, 1 Great Winchester Street, London EC2N 2DB. Deutsche Bank AG in the United Kingdom is authorised by the 

Prudential Regulation Authority and is subject to limited regulation by the Prudential Regulation Authority and Financial 

Conduct Authority. Details about the extent of our authorisation and regulation are available on request.  

 

Hong Kong: Distributed by Deutsche Bank AG, Hong Kong Branch.  

 

India: Prepared by Deutsche Equities India Pvt Ltd, which is registered by the Securities and Exchange Board of India 

(SEBI) as a stock broker. Research Analyst SEBI Registration Number is INH000001741. DEIPL may have received 

administrative warnings from the SEBI for breaches of Indian regulations. 

 

Japan: Approved and/or distributed by Deutsche Securities Inc.(DSI). Registration number - Registered as a financial 

instruments dealer by the Head of the Kanto Local Finance Bureau (Kinsho) No. 117. Member of associations: JSDA, 

Type II Financial Instruments Firms Association and The Financial Futures Association of Japan. Commissions and risks 

involved in stock transactions - for stock transactions, we charge stock commissions and consumption tax by 

multiplying the transaction amount by the commission rate agreed with each customer. Stock transactions can lead to 

losses as a result of share price fluctuations and other factors. Transactions in foreign stocks can lead to additional 

losses stemming from foreign exchange fluctuations. We may also charge commissions and fees for certain categories 

of investment advice, products and services. Recommended investment strategies, products and services carry the risk 

of losses to principal and other losses as a result of changes in market and/or economic trends, and/or fluctuations in 

market value. Before deciding on the purchase of financial products and/or services, customers should carefully read the 

relevant disclosures, prospectuses and other documentation. "Moody's", "Standard & Poor's", and "Fitch" mentioned in 

this report are not registered credit rating agencies in Japan unless Japan or "Nippon" is specifically designated in the 

name of the entity. Reports on Japanese listed companies not written by analysts of DSI are written by Deutsche Bank 
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Group's analysts with the coverage companies specified by DSI. Some of the foreign securities stated on this report are 

not disclosed according to the Financial Instruments and Exchange Law of Japan. 

 

Korea: Distributed by Deutsche Securities Korea Co. 

 

South Africa: Deutsche Bank AG Johannesburg is incorporated in the Federal Republic of Germany (Branch Register 
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