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Zijin reported 1H18A NP of Rmb2.526bn and EPS of Rmb0.110/sh,
up 68% and 59% YoY respectively. Excluding one-offs, including
impairment and FX loss, recurring NP was Rmb2.577bn up 55%
YoY, higher than our estimates and Bloomberg consensus mainly
due to higher zinc concentrate output, higher gold price and lower
finance cost. 

Mined gold production was 16.9t, down 10% yoy due to declining
grade from Zijinshan and earthquake in Porgera. Mined copper
volume was 119kt, up 30% yoy, due to Kolwezi contribution (19% of
total copper production in 1H18A). Zinc output was higher than
expectation by delivering 54% of 2018 full year guidance. Unit
COGS for gold/copper were up both 6% yoy likely due to lower
grade in gold and new copper mine operation, both slightly higher
than expectation. Operating cash flow was strong at Rmb5.0bn, up
51% yoy due to lower A/R and inventory days. Net gearing declined
to 82% versus 89% of 6 months ago. 

By 1H18, we estimate Zijin has produced 46-49% of gold and
copper of full year production guidance. We expect gold output to
remain flat yoy and copper output to grow by 18% yoy in 2018E
with 6 months more contribution from Kolwezi. With expansion of
Duobaoshan, Zijinshan, and ramp up of Kolwezi, we expect copper
output to grow by 17-19% per year for 2019E-2020E, assuming no
major acquisitions.  

We revise up gold price to US$1,340/oz (from US$1,251/oz) in
2018E, US$1,450/oz (from US$1,219/oz) in 2019E, and US$1,525/oz
(from US$1,257/oz) in 2020E based on our global commodity team’s
current gold price forecast. According to the team’s Commodity
Watch-Commodities at ‘bull’ tilt report, they maintain their long-term
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bullish view on gold price given stronger EM wealth and expects gold price to reach
US$1,450/oz by end of 2018E. We also revise our SHFE-copper price assumption by
-6% to US$2.96/lb (or -6% to Rmb42,977/t) in 2018E, +5% to US$3.20/lb (or +3% to
Rmb48,034/t) in 2019E, +8% to US$3.18/lb (or +6% to Rmb47,694/t) in 2020E to reflect
our global team’s latest LME copper price and new USD-CNY exchange rate from 6.3 to
6.8. 

We revise up our Zijin net profit forecast by 15% for 2018E to a reflect higher gold price
assumption partly offset by lower SHFE copper price and by 35% for 2019E for higher
gold/copper price assumptions, while partly offset by higher unit cost. We expect Zijin
net profit to reach Rmb5,499mn in 2019E and Rmb5,912mn in 2020E, driven by higher
gold/copper price and rising output from copper. Our new 12-month target price for
Zijin-H is HK$3.9 (from HK$3.5) and Rmb4.9 for Zijin-A (from Rmb 4.6). We upgrade Zijin
H/A to Buy/Buy (prior Neutral/Neutral). Our target prices imply 44%/48% upside to
current share price.  We view current H/A shares as under-valued post the recent
correction with - PEs at 10X/14X and PBs at 1.3X/1.9X for 2019E versus historical
five-year average PEs of 16X/28X and PBs of 1.6X/2.4X. We believe Zijin is one of the
best plays to benefit from both higher copper and gold prices. We estimate that if we
use current spot gold (US$1,203/oz)/SHFE copper price (US$2.86/lb) for 2019E, current
share price implies 16X/22X PE and 1.4X/2.0X PB - suggesting that current share prices
only factor in current gold/copper prices. 

Our target price methodologies remain unchanged, both based on historical P/B vs. ROE
correlation - we update our assumptions however, an average of 2019E P/B of 1.9X/2.8X
at an ROE of 14% and 2022E (when Kamoa is fully operative) P/B of 2.0X/2.8X P/B at an
ROE of 13.5% from prior an average of 2019E P/B of 1.7X/2.7X at an ROE of 11% and
2022E (when Kamoa is fully operative) P/B of 2.0X/2.8X P/B at an ROE of 12%  (a more
sustainable ROE when Komoa operates).  

Zijin-H share price has declined by 23% during past three months versus the Hang Seng
Index down by 10%. Zijin-A share price has declined by 15%, versus SH-SZ 300 Index
down by 13%. Our net profit estimates are 4% higher than Bloomberg consensus in
both 2019-2020E. 

Key risks include: 1) Gold and copper prices: FY19E earnings change 9% for every
US$100/oz change in gold price or 4% for every US$0.01/lb change in copper price, and
2) project execution, which is key to sustaining the company’s growth profile.
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Exhibit 1: 1H18A results summary - Zijin

1H18A 1H17A YoY 1H18E AvE
Net Revenue Rmb mn 49,814      37,524      33% 46,101      8%
Cost of sales Rmb mn (42,717)     (32,049)     33% (39,451)     8%
Gross profit Rmb mn 6,399        4,906        30% 5,990        7%
Other revenue Rmb mn 303           772           -61% 137           121%
SG&A Rmb mn (1,918)       (1,875)       2% (1,953)       -2%
Other operating Costs Rmb mn (318)          (238)          34% (280)          14%
Operating profit Rmb mn 4,465        3,564        25% 3,893        15%
Finance costs Rmb mn (660)          (1,218)       -46% (877)          -25%
Share of associates Rmb mn (28)            17             n.a (15)            85%
Non-Operating income/exp Rmb mn 3               (212)          n.a -            n.a
PBT Rmb mn 3,781        2,151        76% 3,002        26%
tax Rmb mn (712)          (388)          83% (868)          -18%
Minority Rmb mn (542)          (257)          111% (249)          n.a
Net Profit Rmb mn 2,526        1,505        68% 1,885        34%
One offs Rmb mn (62)            (198)          -68% -            n.a
Net Profit(recurring) Rmb mn 2,577        1,668        55% 1,885        37%
EPS Rmb/sh 0.110        0.069        59% 0.082        34%
EPS-recurring Rmb/sh 0.112        0.076        47% 0.082        37%
Sales volume

Mined gold t 16.1          18.1          -11% 18.7          -14%
Mined copper kt 118.0        93.9          26% 122.5        -4%
Zinc concentrate 153.1        145.4        5% 137.2        12%

Output
Mined gold t 16.9          18.9          -10% 18.7          -10%
Mined copper kt 119.4        91.5          30% 122.5        -3%
Zinc concentrate kt 148.3        141.9        5% 137.2        8%

Benchmark price
Gold US$/oz 1,318        1,240        6% 1,227        7%
Copper SHFE US$/lb 3.17          2.62          21% 3.28          -3%

ASP
Mined gold Rmb/g 254           240           6% 249           2%
Mined copper Rmb/t 36,914      32,558      13% 36,494      1%
COGS
Mined gold Rmb/g 172           162           6% 168           2%
Mined copper Rmb/t 17,405      16,431      6% 17,082      2%
A/R days days 9               11             -22%
A/P days days 16             19             -19%
Inv days days 50             68             -27%
Operating cash flow Rmb mn 4,981        3,306        51%
Investing cash flow Rmb mn (908)          (3,611)       -75%
Net debt Rmb mn 28,769      31,213      -8%
Net Gearing % 82% 89% -7%

Company data, Goldman Sachs Global Investment Research
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Exhibit 2: Key assumptions and financials - Zijin

Key assumptions and financials - ZIJIN
2015A 2016A 2017A 2018E 2019E 2020E

Gold US$/oz 1,160       1,247       1,259       1,340       1,450       1,525      
Cu-SHFE US$/lb 2.53         2.24         2.82         2.96         3.20         3.18        
Zinc US$/lb 0.88         0.95         1.23         1.40         1.35         1.22        
Gold-selfmine-sales t 35.6         41.6         37.4         36.8         35.7         34.5        

mn oz 1.1           1.3           1.2           1.1           1.1           1.1          
Cu-selfmine-sales kt 151.2       151.2       208.2       244.5       292.1       340.4      
Zn in conc-sales kt 177.2       244.4       279.6       274.6       274.6       274.6      
ASP - Au US$/oz 1,064       1,098       1,123       1,270       1,307       1,374      
ASP - Cu cathode US$/t 2.52         2.22         2.75         2.95         3.20         3.18        
Unit cash cost-Au US$/oz 694          750          767          849          874          904         
Unit COGS-Cu US$/t 1.26         1.13         1.12         1.22         1.21         1.25        
% gold profit % 54% 50% 31% 39% 35% 35%
EBIT Rmb mn 2,933       2,801       7,069       8,937       10,971     11,462    
EBITDA Rmb mn 6,025       6,686       11,126     12,667     14,779     15,340    
Net Profit Rmb mn 1,655       1,839       3,508       4,503       5,499       5,912      
Net Profit-recurring Rmb mn 1,466       2,698       4,801       4,554       5,499       5,912      
EPS Rmb/sh 0.077       0.085       0.156       0.196       0.239       0.257      
EPS-recurring Rmb/sh 0.068       0.125       0.214       0.198       0.239       0.257      
BV Rmb/sh 1.276       1.289       1.559       1.625       1.766       1.904      
Operating cash flow Rmb mn 10,269     8,602       9,764       10,227     11,084     11,894    
Investing cash flow Rmb mn (8,693)      (8,479)      (5,948)      (4,340)      (4,310)      (4,309)    
Free cash flow Rmb mn 1,576       123          3,817       5,887       6,775       7,585      
ROE % 6.0% 6.7% 11.2% 12.4% 14.1% 14.0%
ROE-recurring % 5.3% 9.8% 15.3% 12.6% 14.1% 14.0%
ROIC % 3% 3% 7% 10% 12% 12%
Net debt Rmb mn 31,311     38,685     31,213     27,398     22,875     18,040    
net debt/equity % 114% 139% 89% 73% 56% 41%
Gross profit-gold Rmb mn 2,901       3,694       3,432       4,268       4,461       4,677      
Gross profit-copper Rmb mn 2,093       3,486       4,634       4,942       7,207       7,964      
Gross profit-zinc Rmb mn 691          1,402       3,071       3,101       3,090       2,678      
Gross profit-others Rmb mn 611          486          2,039       2,167       2,204       2,269      

Source: Company data, Goldman Sachs Global Investment Research
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higher percentile indicating a higher growth company. Financial Returns is based on a stock’s forward-looking ROE, ROCE and CROCI (for financial
stocks, only ROE), with a higher percentile indicating a company with higher financial returns. Multiple is based on a stock’s forward-looking P/E, P/B,
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For a more detailed description of how we calculate the GS Factor Profile, please contact your GS representative. 

M&A Rank
Across our global coverage, we examine stocks using an M&A framework, considering both qualitative factors and quantitative factors (which may vary
across sectors and regions) to incorporate the potential that certain companies could be acquired. We then assign a M&A rank as a means of scoring
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departmental guidelines we incorporate an M&A component into our target price. M&A rank of 3 is considered immaterial and therefore does not
factor into our price target, and may or may not be discussed in research.

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 focused on the generation of long-term alpha through identifying high quality industry leaders. The GS
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competitive advantage and effective management of ESG risks vs. global industry peers. Candidates are selected largely on a combination of
quantifiable analysis of these three aspects of corporate performance.
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