
 

Please read carefully the important disclosures at the end of this report 

 
Equity Research 

March 25, 2020 

Zhaojin Mining Industry 
  

 

 

2019 earnings stable YoY; financial expenses offset higher gold prices  

  Results Review      
   

Maintain OUTPERFORM  
 

2019 earnings stable YoY  

Zhaojin announced that its 2019 revenue fell 12% YoY to Rmb6.3bn 
and attributable net profit rose 1.1% YoY to Rmb479mn 
(Rmb0.15/sh), slightly below our expectation. Rising financial 
expenses and falling investment income from associates and 
joint-ventures offsets the boost from rising gold prices. 

Gold output fell 5.1% YoY to 19.8t and declined 4.9% HoH to 9.6t in 
2H19. 2019 copper output fell 32% YoY to 11,000t. International gold 
ASP rose 10% YoY, while USD/RMB exchange rate averaged 6.90 in 
2019 (vs. 6.62 in 2018), boosting domestic gold ASP 13% YoY to 
Rmb307/g in 2019. 2019 financial expenses rose Rmb180mn YoY, 
with interest payment for corporate bonds and commercial papers up 
Rmb210mn YoY and Rmb70mn YoY, interest payment for bank 
borrowings and others down Rmb70mn YoY and gold leasing interest 
down Rmb60mn YoY. 2019 FX gains fell Rmb60mn YoY, while 
investment income from associates and joint-ventures dropped 
Rmb71mn to –Rmb48mn. 2019 minority interest fell Rmb140mn to –
Rmb41mn. As of end-2019, net liabilities reached Rmb15bn and net 
gearing ratio was 86%. 

Trends to watch 

Gold prices affected by market fluctuations in near term; upside 
momentum in the medium term. Gold price has recently retreated 
from highs as investors increasingly preferred cash, risk-averse 
sentiment boosted USD and low oil price increased deflationary 
expectation. We estimate market fluctuation will affect gold prices in 
the near term, while we also see upside momentum in the medium 
term amid low-interest environment and possible rebound in 
inflation expectation. 

Financials and valuation 

Given changing assumption on 2020 domestic gold ASP and financial 
expenses, we cut 2020 earnings forecast 8% to Rmb765mn and 
introduce 2021 forecast at Rmb809mn. Zhaojin is trading at 27.9x 
2020e P/E. We maintain OUTPERFORM. Given short-term market 
impact on gold prices, we cut TP 23% to HK$10 (37x 2020e P/E), 
implying 32% upside. 

Risks 

Disappointing gold prices. 
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52wk price range  HK$11.36~6.46 
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Free float (%)  32 
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(Rmb mn) 2018A 2019A 2020E 2021E 

Revenue 7,177 6,330 7,299 7,597 

    (+/-) 7.5% -11.8% 15.3% 4.1% 

Net profit 474 479 765 809 

    (+/-) -26.3% 1.1% 59.7% 5.7% 

EPS 0.15 0.15 0.23 0.25 

BPS 4.07 4.27 4.44 4.58 

DPS 0.04 0.04 0.06 0.10 

CPS 0.52 0.34 0.68 0.81 

P/E 45.8 46.3 27.9 26.3 

P/B 1.6 1.6 1.5 1.4 

EV/EBITDA 17.4 17.5 13.0 12.6 

Dividend yield 0.6% 0.6% 1.0% 1.5% 

ROAA 1.4% 1.3% 1.8% 1.8% 

ROAE 3.6% 3.5% 5.4% 5.5% 

     

     

      

  
  
  
  
  
  
  
  
  
  
  
  
  
  
 

  Source: Wind, Bloomberg, Corporate filings, CICC Research 
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Financial summary 
 
Financial statement  (Rmb mn) 2018A 2019A 2020E 2021E 

Income statement     

  Revenue 7,177 6,330 7,299 7,597 

  COGS -4,695 -4,040 -3,885 -4,083 

  Selling expenses -56 -56 -95 -99 

  Administrative expenses -942 -956 -1,073 -1,117 

  Other ops income (expense) -711 -470 -511 -532 

  Operating profit 1,214 1,306 2,042 2,086 

  Finance costs -481 -662 -762 -722 

  Other income (expense) 24 -48 -48 -48 

  Profit before income tax 757 596 1,231 1,316 

  Income tax -180 -157 -298 -329 

  Minority interest 102 -41 168 178 

  Net profit 474 479 765 809 

  EBITDA 2,245 2,327 3,154 3,277 

  Recurrent net income 474 479 765 809 

Balance sheet     

  Cash and bank balances 1,143 3,508 5,812 8,865 

  Trade and bill receivables 2,702 3,346 3,767 3,897 

  Inventories 4,191 4,310 4,145 4,356 

  Other current assets 951 833 833 833 

  Total current assets 8,986 11,997 14,558 17,951 

  Fixed assets and CIP 14,221 15,757 16,505 16,831 

  Intangible assets and others 12,680 12,498 12,824 13,083 

  Total non-current assets 26,901 28,254 29,329 29,914 

  Total assets 35,887 40,252 43,887 47,866 

  Short-term borrowings 8,366 8,895 8,895 8,895 

  Trade and bill payables 525 368 665 692 

  Other current liabilities 2,913 3,272 2,662 2,727 

  Total current liabilities 11,804 12,535 12,223 12,314 

  Long-term borrowings 6,546 9,691 12,915 16,138 

  Other non-current liabilities 730 662 662 662 

  Total non-current liabilities 7,276 10,354 13,577 16,800 

  Total liabilities 19,080 22,889 25,800 29,115 

  Share capital 3,270 3,270 3,270 3,270 

  Retained profit 10,028 10,679 11,236 11,721 

  Shareholders' equity 13,298 13,950 14,506 14,992 

  Minority interest 3,509 3,413 3,581 3,759 

  Total liabilities & equity 35,887 40,252 43,887 47,866 

Cash flow statement     

  Pretax profit 757 596 1,231 1,316 

  Depreciation & amortization 1,031 1,021 1,113 1,191 

  Change in working capital -561 -901 -569 -249 

  Others 479 410 465 393 

  Cash flow from operations 1,706 1,126 2,240 2,651 

  Capital expenditure -1,941 -2,718 -2,187 -1,776 

  Others -1,089 442 0 0 

  Cash flow from investing -3,030 -2,277 -2,187 -1,776 

  Equity financing 16,263 0 0 0 

  Bank borrowings -14,752 3,753 3,223 3,223 

  Others -916 -713 -971 -1,046 

  Cash flow from financing 595 3,040 2,252 2,178 

  Foreign exchange gain (loss) 25 0 0 0 

  Net changes in cash -704 1,890 2,304 3,053  

 
 
Financial ratios 2018A 2019A 2020E 2021E 

Growth ability     

  Revenue 7.5% -11.8% 15.3% 4.1% 

  Operating profit -7.1% 7.6% 56.4% 2.2% 

  EBITDA 0.4% 3.6% 35.6% 3.9% 

  Net profit -26.3% 1.1% 59.7% 5.7% 

Profitability     

  Gross margin 34.6% 36.2% 46.8% 46.3% 

  Operating margin 16.9% 20.6% 28.0% 27.5% 

  EBITDA margin 31.3% 36.8% 43.2% 43.1% 

  Net margin 6.6% 7.6% 10.5% 10.7% 

Liquidity     

  Current ratio 0.76 0.96 1.19 1.46 

  Quick ratio 0.41 0.61 0.85 1.10 

  Cash ratio 0.10 0.28 0.48 0.72 

  Liabilities / assets 53.2% 56.9% 58.8% 60.8% 

  Net debt / equity 81.9% 86.8% 88.4% 86.2% 

Return     

  RoA 1.4% 1.3% 1.8% 1.8% 

  RoE 3.6% 3.5% 5.4% 5.5% 

Per-share data     

  EPS (Rmb) 0.15 0.15 0.23 0.25 

  BPS (Rmb) 4.07 4.27 4.44 4.58 

  DPS (Rmb) 0.04 0.04 0.06 0.10 

  Cash flow per share (Rmb) 0.52 0.34 0.68 0.81 

Valuation     

  P/E 45.8 46.3 27.9 26.3 

  P/B 1.6 1.6 1.5 1.4 

  EV/EBITDA 17.4 17.5 13.0 12.6 

  Dividend yield 0.6% 0.6% 1.0% 1.5%  

Source: Corporate filings, CICC Research 

Company description 
 
Zhaojin Mining Industry Co Ltd is engaged in the exploration, mining, ore processing, smelting, and sales of gold and other metallic products. 
The company operates as an integrated mining enterprise that specializes in the production of gold. It principally produces Au9999 and 
Au9995 gold bullions under the “Zhaojin” brand. The company is structured into three major segments: gold mining & smelting operations; 
copper mining & smelting operations; and other investment activities.  
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Figure 1: Annual results  

  
Source:  Corporate filings, Wind Info, CICC Research 

Figure 2: Quarterly results  

 
Source: Corporate filings, Wind Info, CICC Research 

  

(Rmb mn) 2018A 2019E 2019A
2019A

YoY

vs CICC

estimate
2020E

2020E

YoY

Revenue 7,177 6,284 6,330 -11.8% 0.7% 7,299 15.3%

Gross profit 2,482 2,471 2,290 -7.7% -7.3% 3,414 49.1%

Operating profit 1,214 1,597 1,306 7.6% -18.2% 2,042 56.4%

Net profit attributable to equity shareholders 474 608 479 1.1% -21.2% 765 59.7%

Fully-diluted EPS (Rmb) 0.15 0.19 0.15 1.1% -21.2% 0.23 59.7%

Gross margin 34.6% 39.3% 36.2% 1.6ppt -3.1ppt 46.8% 10.6ppt

Operating margin 16.9% 25.4% 20.6% 3.7ppt -4.8ppt 28.0% 7.3ppt

Net margin 6.6% 9.7% 7.6% 1ppt -2.1ppt 10.5% 2.9ppt

(Rmb mn) 1Q18 2Q18 3Q18 4Q18 1Q19 2Q19 3Q19 4Q19 QoQ YoY 2018 2019 YoY

Sales revenue 1,293 1,576 1,691 2,618 1,456 1,362 1,816 1,696 -6.6% -35.2% 7,177 6,330 -11.8%

COGS 715 963 1,111 1,906 833 914 1,083 1,211 11.8% -36.5% 4,695 4,040 -13.9%

Gross profit 577 614 580 711 623 448 733 485 -33.8% -31.8% 2,482 2,290 -7.7%

Other income 39 128 -139 412 31 127 -136 476 n.a. 15.3% 440 498 13.1%

Selling expenses 11 12 15 17 14 20 10 12 12.7% -31.0% 56 56 0.4%

G&A expenses 194 248 151 349 230 213 218 294 34.9% -15.6% 942 956 1.5%

Other expenses 37 132 -28 569 44 81 24 321 1250.8% -43.7% 711 470 -33.9%

Operating profit 374 349 303 189 366 261 345 334 -3.1% 77.1% 1,214 1,306 7.6%

Finance cost 157 79 184 61 186 130 237 109 -54.1% 78.9% 481 662 37.8%

Share of profits of associates 6 -8 32 -8 14 0 12 -74 -720.4% n.a. 24 -48 -303.5%

Profit before tax 223 262 151 120 193 131 119 151 26.9% 26.1% 757 596 -21.3%

Income tax 45 54 41 41 60 9 14 75 444.3% 82.4% 180 157 -12.7%

Net profit for the period 179 208 110 79 133 123 106 77 -27.4% -3.0% 576 438 -24.0%

Minority interests 45 40 56 -40 1 16 28 -86 -410.6% n.a. 102 -41 -140.2%

Net profit for shareholders 134 168 54 119 132 107 78 162 108.2% 36.8% 474 479 1.1%

Diluted EPS (Rmb) 0.04       0.05       0.02       0.04       0.04       0.03       0.02       0.05       108.2% 36.8% 0.15      0.15      1.1%

Gross margin 44.7% 38.9% 34.3% 27.2% 42.8% 32.9% 40.4% 28.6% -11.8ppt 1.4ppt 34.6% 36.2% 1.6ppt

EBIT margin 28.9% 22.1% 17.9% 7.2% 25.1% 19.2% 19.0% 19.7% -0.2ppt 12.5ppt 16.9% 20.6% 3.7ppt

Net margin 10.3% 10.7% 3.2% 4.5% 9.1% 7.8% 4.3% 9.6% -3.6ppt 5ppt 6.6% 7.6% 1ppt

Selling expenses ratio 0.9% 0.8% 0.9% 0.7% 0.9% 1.4% 0.6% 0.7% -0.9ppt 0ppt 0.8% 0.9% 0.1ppt

G&A ratio 15.0% 15.7% 8.9% 13.3% 15.8% 15.7% 12.0% 17.4% -3.7ppt 4ppt 13.1% 15.1% 2ppt

Financial cost ratio 21.9% 8.2% 16.5% 3.2% 22.4% 14.2% 21.9% 9.0% 7.7ppt 5.8ppt 10.2% 16.4% 6.2ppt

Effective tax rate 19.9% 20.6% 27.1% 34.1% 31.1% 6.7% 11.5% 49.3% 4.8ppt 15.2ppt 23.8% 26.4% 2.6ppt
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Figure 3: Key assumptions  

 
Source: Corporate filings, CICC Research 

Figure 4: P/E and P/B bands 

 
Source: Corporate filings, Wind Info, CICC Research 

Figure 5: P/E and P/B bands 

 
Source: Corporate filings, CICC Research 

 

 

Assumptions 2020 New 2020 Old Chg 2021E

Gold production (kg) 31,453                  31,904                  -1% 32,351                  

Self production 17,960                  18,000                  0% 18,858                  

Smelting and processing gold 12,928                  13,338                  -3% 12,928                  

Gold price (Rmb/g) 346                        325                        6% 346                        

Average cash cost (Rmb/g) 113                        103                        9% 112                        

Gross margin (Rmb/g) 233                        222                        5% 233                        

Financials 2020 New 2020 Old Chg 2021E

Sale revenue 7,299                     6,728                     8% 7,597                     

COGS 3,885                     3,947                     -2% 4,083                     

Gross profit 3,414                     2,781                     23% 3,514                     

G&A expenses 1,073                     895                        20% 1,117                     

Finance costs 762                        591                        29% 722                        

Profit before tax 1,231                     1,260                     -2% 1,316                     

Profit attributable to shareholders 765                        830                        -8% 809                        

EPS (Rmb) 0.23 0.26 -8% 0.25
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Figure 6: Valuations of comparable companies 

Company Ticker 
Trade 

currency 

Reporting 

currency 
Rating 

Target  

price 

Last  

price 

EPS 

(Report CY) 
P/E 

BPS 

(Report CY) 
P/B 

2019A/E 2020E 2021E 2019A/E 2020E 2021E 2019A/E 2020E 2021E 2019A/E 2020E 2021E 

  

ZIJIN MINING* 601899.SH CNY CNY OUTPERFORM 5.50 3.46 0.16 0.20 0.24 21.0 17.0 14.4 1.98 2.11 2.27 1.7 1.6 1.5 

ZIJIN MINING* 02899.HK HKD CNY OUTPERFORM 4.80 2.66 0.16 0.20 0.24 14.5 11.3 9.5 1.98 2.11 2.27 1.2 1.1 1.0 

ZHAOJIN MINING* 01818.HK HKD CNY OUTPERFORM 10.00 7.57 0.15 0.23 0.25 46.3 27.9 26.3 4.27 4.44 4.58 1.6 1.5 1.4 

SD-GOLD* 600547.SH CNY CNY OUTPERFORM 45.00 30.10 0.42 0.67 0.74 71.7 45.2 40.8 7.32 7.88 8.46 4.1 3.8 3.6 

ZHONGJIN GOLD* 600489.SH CNY CNY NEUTRAL 10.00 7.69 0.06 0.08 0.09 130.8 101.5 89.2 3.99 4.04 4.10 1.9 1.9 1.9 

HUNAN GOLD* 002155.SZ CNY CNY NEUTRAL 9.00 7.19 0.12 0.14 0.21 61.3 52.8 34.9 4.10 4.21 4.39 1.8 1.7 1.6 

 

MMG* 01208.HK HKD USD OUTPERFORM 2.00 1.15 -0.03 0.00 0.01 N.A. 38.9 18.5 0.13 0.13 0.14 1.2 1.1 1.1 

JCCL* 600362.SH CNY CNY OUTPERFORM 19.00 12.61 0.72 0.82 0.77 17.6 15.5 16.4 14.89 15.48 16.01 0.8 0.8 0.8 

JIANGXI COPPER* 00358.HK HKD CNY OUTPERFORM 12.00 6.78 0.72 0.82 0.77 8.6 7.2 7.6 14.89 15.48 16.01 0.4 0.4 0.4 

CHALCO* 601600.SH CNY CNY NEUTRAL 3.80 2.96 0.06 0.09 0.10 48.6 32.8 31.0 3.14 3.23 3.33 0.9 0.9 0.9 

CHALCO* 02600.HK HKD CNY NEUTRAL 3.10 1.51 0.06 0.09 0.10 22.4 14.4 13.6 3.14 3.23 3.33 0.4 0.4 0.4 

CH ZN&GE* 600497.SH CNY CNY NEUTRAL 3.30 3.44 0.15 0.02 0.03 22.5 146.6 137.5 2.93 2.83 2.85 1.2 1.2 1.2 

NONFEMET* 000060.SZ CNY CNY NEUTRAL 3.35 3.61 0.24 0.11 0.14 15.1 32.2 25.9 3.06 3.10 3.21 1.2 1.2 1.1 

 

CMOC* 603993.SH CNY CNY OUTPERFORM 5.83 3.58 0.08 0.13 0.15 42.2 27.6 23.5 1.87 1.96 2.04 1.9 1.8 1.8 

CMOC* 03993.HK HKD CNY OUTPERFORM 5.26 2.19 0.08 0.13 0.15 23.3 14.6 12.4 1.87 1.96 2.04 1.1 1.0 0.9 

ZHANGYUAN TUNGSTEN* 002378.SZ CNY CNY NEUTRAL 6.00 4.20 -0.31 -0.11 0.02 N.A. N.A. 242.2 1.82 1.71 1.73 2.3 2.5 2.4 

GANFENGLITHIUM* 002460.SZ CNY CNY OUTPERFORM 72.00 40.37 0.37 0.62 1.20 108.1 65.6 33.6 6.19 6.69 7.71 6.5 6.0 5.2 

GANFENGLITHIUM* 01772.HK HKD CNY OUTPERFORM 42.00 23.70 0.37 0.62 1.20 57.4 33.2 17.0 6.19 6.69 7.71 3.5 3.1 2.6 

TIANQI LITHIUM* 002466.SZ CNY CNY NEUTRAL 25.00 23.22 -2.10 -0.30 0.26 N.A. N.A. 89.4 6.61 6.31 6.57 3.5 3.7 3.5 

JDCMOLY* 601958.SH CNY CNY NEUTRAL 7.50 6.12 0.18 0.19 0.21 33.3 32.8 28.6 4.12 4.09 4.08 1.5 1.5 1.5 

Note: CICC covers the companies marked * and we use our estimates, time weighted average forecasts used 

As of the market close on 03/20/2020 (Beijing Time) 
Source: Wind Info, Bloomberg, Corporate filings, CICC Research 
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Guide to the CICC Fundamental Equity Research Rating System: 

Our analysts use a stock rating framework in which they rate stocks as OUTPERFORM, NEUTRAL or UNDERPERFORM (see definitions below).  

In addition to the stock rating, we provide industry views which rate the outlook for the industry coverage universe as OVERWEIGHT, 
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Explanation of Stock Ratings: 

 OUTPERFORM: Our analysts expect the stock’s return to exceed the return of the corresponding CICC sector index over the next 6~12 months; 
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