COMPANY RESULTS

Zijin Mining (2899 HK)
3Q24: In Line; Mining Entities’ Gross Margin Down 1.2ppt goq On Lower Copper

ASP

Zijin reported 9M24 earnings of Rmb24,357.5m (+50.7% yoy), representing 80% of our
full-year estimate and within expectations. Mining entities’ gross margin fell to 58.5% in
3Q24 (-1.2ppt qoq) on lower copper ASP. 9M24 copper/gold output grew to 789,459/54.3
tonnes (+8.3%/+4.7% yoy). The electricity shortage is constraining Kamoa’'s copper
output, which could result in a 2-4% shortfall to Zijin’s 2024 copper output target.
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Maintain BUY. Target price: HK$21.90.
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RESULTS

¢ In line. Zijin Mining (Zijijn) reported 9M24 earnings of Rmb24,357.5m (+50.7% yoy),
representing 80%/77% of our/consensus full-year estimates and in line with expectations.
Impacts of the slump in copper prices in 3Q24 were partially offset by other metal products,
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especially gold. The diversification strategy over the years has improved earnings resilience.

¢ 3Q24 consolidated gross margin narrowed to 20.2% (-1.4ppt qoq; +4.1ppt yoy).
3Q24/9M24 gross margin for mining entities was reported at 58.5%/57.7% respectively (-
1.2ppt qog/+7.4ppt yoy). The correction of copper prices in 3Q24 was the key factor of

sequentially lower gross margin in 3Q24.

KEY FINANCIALS

Year to 31 Dec (Rmbm) 2022 2023 2024F 2025F 2026F
Net turnover 270,329 293,403 334,067 344,077 363,905
EBITDA 39,235 41,717 58,431 65,718 76,228
Operating profit 29,108 31,507 47,021 52,647 61,398
Net profit (rep./act.) 20,042 21,119 32,616 37,132 44,253
Net profit (adj.) 20,042 21,119 32,616 37,132 44,253
EPS (Fen) 76.1 80.4 124.2 141.4 168.5
PE (x) 20.9 19.8 12.8 11.3 9.4
P/B (x) 4.7 3.9 3.1 2.6 21
EV/EBITDA (x) 15.8 14.9 10.6 9.4 8.1
Dividend yield (%) 1.3 1.6 2.4 2.8 3.3
Net margin (%) 7.4 7.2 9.8 10.8 12.2
Net debt/(cash) to equity (%) 108.7 98.7 81.5 66.8 50.4
Interest cover (x) 20.6 12.8 18.4 21.8 34.2
ROE (%) 25.1 21.5 26.8 24.8 24.6
Consensus net profit - - 31,765 38,306 41,053
UOBKH/Consensus (x) - - 1.03 0.97 1.08

Source: Zijin Mining, Bloomberg, UOB Kay Hian
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BUY

(Maintained)

Share Price HK$17.40
Target Price HK$21.90
Upside +25.9%
(Previous TP HK$21.50)

COMPANY DESCRIPTION
Zijin Mining, through its subsidiaries, explores,
mines, produces, refines, and sells gold,

copper, zinc and other mineral resources in
China.
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GICS sector Materials
Bloomberg ticker: 2899 HK
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STOCK IMPACT GROSS MARGIN

. . . . Products (%) 9M23  9M24  3Q24
. Impacts of copper prlges slump. partlal'ly offset by golq price rally. The slump in copper Mine-produced
prices (the largest earnings contributor) in 3Q24 has weighed on margins. 3Q24 ASP for 4 Bulion 3016 4457 4764
mine-produced copper concentrate declined to Rmb55,832 per tonne (-9.5% qoq), dragging Gold Concentrate 5838 6809  68.67
segment gross margin down to 65.8% (-4.0ppt qoq). Copper Concentrate 6048 6658 6578
Electrodeposited Copper 45.26 48.58 4752
¢ Despite the margin erosion from copper products, the gold price rally played a role in  Electrolytic Copper 3205 4565 4560
cushioning the impacts. 3Q24 ASP for mine-produced gold bullion/gold concentrate edged ~ Znc 2256 3990  47.62
up to Rmb553.4/Rmb516.6 per g (+5.8%/+4.0% qoq), lifting gross margin to 47.6%/68.7% S 5072 5004 6267
. . L, \ Refined products

(+3.6/+0.2ppt goq) respectively. Furthermore, mine-produced zinc's reported gross margin Refined Copper 3% 219 251
expanded to 47.6% (+9.1ppt qoq) due to an uptick in ASP and lower unit cost of sales. Refined Zinc 791 6.65 565

Consolidated Gross Margin 15.16 19.53 20.24
i - : . o
Electricity shortage constraining Kamoa mine output; around 2% copper output g Eniities Gross Margin 5029 5771 58.48

shortfall expected. 9M24 mine-produced copper output was 789,459 tonnes (+4.7% yoy),  Source: Ziin Mining, UOB Kay Hian
completing 71% of Zijin’s annual target. Zijin's 3Q24 copper mine output increased

sequentially to 270,889 tonnes (+5.8% qoq); the quarterly growth was largely contributed by PRODUCTION VOLUME

K -kakula (Kamoa) mine with an output of 51,702 tonnes (+15.5% qoq) Products ftonne) Mz w24 3024
amoa-ka p ) -9/ q0Q). Mine-produced
- . . . . . . Gold (kg) 50,091 54,265 18,859
o Electricity shortage lel remain as a key constraint for the Kamoa mine. Assuming .the mine Copper 754,248 780,450 270889
completes 90% of its 500,000 tonnes 2024 output target, that would translate into over .. 323,236 309,735 109,652
20,000 tonnes of shortfall for Zijin (about 2% of Zijin's 1,110,000 tonnes output target). We  silver (kg) 310,364 331,114 120,861
could see a 2-4% shortfall to Zijin’s 2024 copper output target, but impact to the current  Refined products

year’s earnings should be minimal. Copper 544049 574772 183,258
Zinc 239,624 273,085 92,473

On track to achieve gold output of 74,000 kg (+14.1% yoy). On the other hand, 9M24  Source: Zijin Mining, UOB Kay Hian
mine-produced gold output was 54,265 kg (+8.3% yoy). The growth was mainly contributed

by Buritica/Norton mine with ytd output of 7,501/6,036 kg (+24%/+29% yoy). 3Q24 gold mine

output saw a modest increase to 18,859 kg (+1.4% qoq). The company is confident in

achieving its annual target of 74,000 kg (+14.1% yoy) for 2024.

Production cost to remain stable qoq; improved liquidity and indebtedness. Overall
unit cost of sales for copper and gold have stabilised and remained flattish goq in 3Q24, and
the minimal changes were mainly due to fluctuations in exchange rate. Management has
successfully curbed the trend of rising production cost while benefitting from the increase in
ASP. Zijin does not expect major fluctuations in unit costs of sales in 4Q24, but projects cost
reductions achieved ytd to be sustained into 4Q24.

Thanks to a more stringent working capital management, Zijin’s operating cash flow has
improved sequentially in 3Q24 to Rmb15.7b (+27.6% qoq) whereas 9M24 operating cash
flow was Rmb36.1b (+40.4% yoy). Debt-to-asset ratio as of end-Sep 24 further fell to 55.4%
(-4.3ppt vs end-23), partly due to the H-share placement conducted in Jun 24.

EARNINGS REVISION/RISK
¢ We fine-tune our earnings forecasts for 2024/25/2026 by +6.8%/+3.5%/+5.4% respectively.
VALUATION/RECOMMENDATION

o We maintain BUY with a higher target price of HK$21.90, pegged to 16x 2024F PE
(+2SD). The robust volume growth coupled with effective cost reduction measures have lifted
the company’s margin outlook for 2024 and its competitiveness among peers. The
company’s lithium carbonate production commencement has been postponed to 2025,
easing concerns on the potential drag on current year earnings. The sizeable scale of
projects in the pipeline provides high earnings visibility in the next five years, and product
diversification has also continued to improve earnings resilience.

SHARE PRICE CATALYST

¢ Improvement in copper consumption; steeper-than-expected Fed rate cut.
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Year to 31 Dec (Rmbm) 2023 2024F 2025F 2026F Year to 31 Dec (Rmbm) 2023 2024F 2025F 2026F
Net turnover 293,403.2 334,066.8 344,076.8 363,905.0 Fixed assets 117,720.0 144,850.2 165,860.4 185539.6
EBITDA 41,7169  58,430.7 65,7183  76,228.0 Other LT assets 147,657.2 162,4355 177,240.6 192,636.3
Deprec. & amort. 10,2095 11,4093 13,0711  14,829.5 Cash/ST investment 17,6925  21,862.9 9,079.4 2,035.4
EBIT 315074 47,0214 52,6471 61,3985 Other current assets 59,936.1 656418 66,5358 68,642.8
Total other non-operating income (649.1) 0.0 0.0 0.0 Total assets 343,005.7 394,790.4 418,716.2 448,854.0
Associate contributions 3,697.6 4,470.5 5,371.9 6,389.8 ST debt 20,9895 246926 17,2848 12,099.4
Net interest income/(expense) (3,268.5)  (3,173.4) (3,009.1) (2,229.0) Other current liabilities 63,1930 68,009.5 69,199.1 71,6052
Pre-tax profit 31,2875 483185 550099 65559.2 LT debt 102,817.6 108,125.0 100,840.1  88,740.7
Tax (4,747.9)  (7,332.3)  (8,347.8)  (9,948.6) Other LT liabilities 17,0142 185250 19,4513 20,4239
Minorities (5420.2) (8,370.6) (9,529.8) (11,357.3) Shareholders' equity 107,505.9 136,210.8 163,183.6 195,870.2
Net profit 21,1194 326156 37,1324 44,2533 Minority interest 30,856.9 39,2275 48,7573  60,114.6
Net profit (adj.) 21,1194 32,6156 37,1324 44,2533 Total liabilities & equity 343,005.7 394,790.4 418,716.2 448,854.0
CASH FLOW KEY METRICS

Year to 31 Dec (Rmbm) 2023 2024F 2025F 2026F Year to 31 Dec (%) 2023 2024F 2025F 2026F
Operating 36,860.1 48,9451 55,602.0 65,340.6 Profitability

Pre-tax profit 31,2875 483185 55009.9 65,559.2 EBITDA margin 14.2 175 19.1 20.9
Tax (47479) (7,3323) (8,347.8) (9,948.6) Pre-tax margin 10.7 145 16.0 18.0
Deprec. & amort. 10,2095 11,409.3 13,0711 14,8295 Net margin 72 9.8 108 12.2
Associates (3697.6) (4,4705) (5371.9) (6,389.8) ROA 6.5 8.8 9.1 10.2
Working capital changes 7,763.4  (1,752.0) (439.5) (860.1) ROE 215 26.8 248 24.6
Non-cash items (4,266.6) 882.1 926.3 972.6

Other operating cashflows 311.8 1,890.0 753.9 1,177.8 Growth

Investing (33,964.6) (48,533.2) (43533.2) (43533.2)  Turnover 85 13.9 3.0 5.8
Capex (growth) 0.0 0.0 0.0 0.0 EBITDA 6.3 40.1 125 16.0
Investments 31,6323 39,0436 46,9155 55,805.3 Pre-tax profit 43 54.4 138 19.2
Others (70,798.6) (87,576.9) (90,448.7) (99,338.5) Net profit 5.4 54.4 1338 19.2
Financing (5817.0)  3,758.6 (24,852.3) (28,851.4)  Netprofit (ad].) 54 54.4 13.8 19.2
Dividend payments (15,174.6)  (5,252.0) (10,159.6) (11,566.6) EPS 5.7 54.4 13.8 19.2
Proceeds from borrowings 58,743.7 0.0 0.0 0.0

Loan repayment (51,113.0) (20,989.5) (24,692.6) (17,284.8) Leverage

Others/interest paid 1,726.8 30,0000  10,000.0 0.0 Debt to total capital 472 431 358 28.3
Net cash inflow (outflow) (2,921.5) 4,1705 (12,7835) (7,044.1) Debt to equity 115.2 975 724 51.5
Beginning cash & cash equivalent ~ 19,666.7 17,6925  21,862.9 9,079.4 Net debt/(cash) to equity 98.7 81.5 66.8 50.4
Changes due to forex impact 947.3 0.0 0.0 0.0 Interest cover (x) 12.8 18.4 21.8 34.2
Ending cash & cash equivalent 17,6925  21,862.9 9,079.4 2,035.4
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (‘UOBKH”), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act’). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.

Refer to last page for important disclosures.




UOBKayHian

Tuesday, 22 October 2024

Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst is based upon various factors, including UOBKH'’s total revenues, a portion of which are
generated from UOBKH’s business of dealing in securities.

Reports are distributed in the respective countries or jurisdictions by the respective entities and are subject to the additional restrictions
listed in the following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
the UK is intended only for institutional clients.

United This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.

Copyright 2024, UOB Kay Hian Pte Ltd. All rights reserved.
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