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Investment summary

Results in the First Three Quarters Fell Sharply

In the third quarter of 2019, Tianqi Lithium reported a revenue of RMB1.2 billion, down by
18.3% yoy. The net loss attributable to shareholders was RMB53.92 million. The net loss
excluding non-recurring items was RMB93.09 million. In the first three quarters, Tianqi
Lithium accumulatively reported a revenue of RMB3,797 million, down by 20.2% yoy. The
net profit attributable to the parent company was RMB139 million, down by 91.7% yoy; the
net profit attributable to parent company excluding non-recurring items was RMB15.5
million, down by 99% yoy. Meanwhile, the Company released its result guideline in 2019.
The annual net profit attributable to shareholders ranged from RMB80 million to RMB120
million, down by 96%-94.6% yoy. This means that Tiangi Lithium will record a net loss of
RMB19-59 million in the fourth quarter.

The Company's Financial Statements Were Hit by the Decline in Lithium Prices and the
Financial Expenses Incurred by Asset Acquisition

The market price of the Company's main products, battery-grade lithium carbonate and
lithium hydroxide, has been going down all the way since 2018. In the third quarter of this
year, their average price was approximately RMB66,000 and RMB75,000 per ton, a
significant decrease of 33-44% compared with the average price of RMB97,000 and
RMB135,000 in the same period last year. Dragged by this, the gross margin of the
Company's products has dropped from a record high of 73.7% in the first quarter of 2018.
The gross margin of the Company in the first three quarters of this year was 61%, 61% and
53%, respectively, down by 12.6 ppts, 10.3 ppts and 11.5 ppts yoy.

The Company invested USD4.07 billion in the acquisition of SQM's equity, which generated
USD3.5 billion in debt. Long-term borrowings rose from RMB1.88 billion in the same period
last year to RMB28.2 billion. The net liability ratio reached 266%. The financial expenses for
the first three quarters were as high as RMB510 million, RMB500 million and RMB640
million. The financial expenses for the single quarter were higher than the RMB470 million
for the whole year of 2018. The main reason for the Company's result setback is the surge in
financial expenses incurred by asset acquisition.

In addition, the result of SQM after the acquisition did not meet expectations, which
reduced the Company's return on investment quarter by quarter. The return on investment
in the first three quarters was RMB139 million, RMB94 million and RMB77 million,
respectively.

Stock Placement Was Approved, which may Reduce Financial Pressure

The Company's stock placement has been approved by the China Securities Regulatory
Commission. The shares will be placed to all shareholders in proportion of 3 shares for every
10 shares. The Company plans to raise no more than RMB7 billion, which is intended to be
used to repay the annexation loan for the purchase of SQM equity. In addition, the Company
plans to use multiple financing modes including short-term and medium-term bills, USD
bonds and convertible bonds to buffer the pressure from repayment of principal and

interest of the annexation loan and reduce financial expenses. If the fundraising is successful,

the Company's financial pressure will be effectively buffered.
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KEY FINANCIALS

CNY mn FY17 FY18 FY19E FY20E
Net Sales 5470 6244 5382 6994
Net Profit 2145 2200 97 727
EPS, CNY 194 193 0.08 0.64
P/E, x 145 145 3312 440
BVPS, CNY 794 888 9.73 10.67
P/BV, x 3.5 3.2 2.9 2.6
DPS (CNY) 0.20 0.18 0.02 0.05
Div. Yield (%) 0.7% 0.6% 0.1% 0.2%

Source: Company reports, Phillip Securities Est.
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Benefited from the recovery of the supply and demand structure, Lithium prices are
expected to bottom out

Currently, the price of lithium carbonate is below RMB60,000 per ton, which is lower
than the cost line of many companies. The industry is on the eve of high-cost capacity
clearing. On the demand side, the power battery will usher in the peak season in the
short term. In the medium and long term, the new European emission standards and
the electric vehicle subsidy policy will support the demand for raw material lithium.
In general, the future decline of lithium prices is limited, and the upward elasticity
will gradually emerge.

As a leading enterprise with high-quality resources, Tiangi Lithium is expected to
continue to benefit from the volume and price recovery brought by the acceleration
of global electrification by virtue of the technological and scale advantages. The
Company's Phase | of lithium hydroxide project of 24,000 tons in Kwinana is expected
to enter the continuous production and capacity improvement by the end of the year;
the Phase Il expansion of Talison has been commissioned. The operation was initiated
in an all-round way.

Valuation and Investment thesis

Tianqi Lithium not only holds shares of companies with the world”’ s largest scale and
best lithium ore resources in production, but also has the world's largest processing
capacity on extracting lithium from ores, which make Tiangi Lithium the best
investment object in upstream sectors of domestic new energy vehicle industry
chains. We expected diluted EPS/BVPS of the Company to RMB 0.08/0.64 and
9.73/10.67 of 2019/2020. And we accordingly gave the target price to 32,
respectively 3.3/3.0x P/B for 2019/2020. "Accumulate" rating. (Closing price as at 7
November)
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Financials

FYE DEC FY15 FY16 FY17 FY18 FY19F FY20F
Valuation Ratios

P/E (X), adj. 112.6 18.2 145 145 331.2 44.0
P/B (X) 9.1 6.1 35 3.2 29 2.6
Dividend Yield (%) 1.1% 0.6% 0.7% 0.6% 0.1% 0.2%
Per share data (RMB)

EPS, (Basic) 0.25 1.54 1.94 1.93 0.08 0.64
EPS, (Diluted) 0.25 152 1.88 1.93 0.08 0.64
DPS 0.30 0.18 0.20 0.18 0.02 0.05
BVPS 3.09 4.62 7.94 8.88 9.73 10.67
Growth & Margins (%)

Growth

Revenue 31.3% 109.1% 40.1% 14.2% -13.8% 30.0%
EBIT 72.5% 266.2% 57.5% 17.0% -21.4% 24.0%
Net Income, ad;. 89.9% 510.0% 41.9% 2.6% -95.6% 652.2%
Margins

Gross margin 46.9% 71.2% 70.1% 67.6% 57.4% 58.0%
EBIT margin 32.6% 57.0% 64.1% 65.7% 59.9% 57.2%
Net Profit Margin 13.3% 38.7% 39.2% 35.2% 1.8% 10.4%
Key Ratios

ROE 7.9% 18.6% 29.9% 22.9% 0.9% 6.2%

Income Statement (RMB mn)

Revenue 1867 3905 5470 6244 5382 6994
Gross profit 876 2782 3837 4221 3089 4057
EBIT 608 2226 3507 4105 3225 4001
Profit before tax 513 2159 3452 3634 975 1894
Tax 87 372 840 829 214 417
Profit for the period 426 1787 2612 2804 762 1477
Minority interests 178 275 467 604 665 750
Total capital share 261 994 1142 1142 1142 1142
Net profit 248 1512 2145 2200 97 727
Source: PSR

(Closing price as at 7 November)
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PHILLIP RESEARCH STOCK SELECTION SYSTEMS

Total Return Recommendation Rating Remarks
>+20% Buy 1 >20% upside from the current price
+5% to +20% Accumulate 2 +5% to +20%upside from the current price
-5% to +5% Neutral 3 Trade within * 5% from the current price
-5% to -20% Reduce 4 5% to -20% downside from the current price
<-20% Sell 5 >20%downside from the current price

We do not base our recommendations entirely on the above quantitative return bands. We consider qualitative factors like (but not limited
to) a stock's risk reward profile, market sentiment, recent rate of share price appreciation, presence or absence of stock price catalysts, and
speculative undertones surrounding the stock, before making our final recommendation

GENERAL DISCLAIMER

This publication is prepared by Phillip Securities (Hong Kong) Ltd (“Phillip Securities”). By receiving or reading this publication, you agree to be bound by the
terms and limitations set out below.

This publication shall not be reproduced in whole or in part, distributed or published by you for any purpose. Phillip Securities shall not be liable for any direct
or consequential loss arising from any use of material contained in this publication.

The information contained in this publication has been obtained from public sources which Phillip Securities has no reason to believe are unreliable and any
analysis, forecasts, projections, expectations and opinions (collectively the “Research”) contained in this publication are based on such information and are
expressions of belief only. Phillip Securities has not verified this information and no representation or warranty, express or implied, is made that such
information or Research is accurate, complete or verified or should be relied upon as such. Any such information or Research contained in this publication is
subject to change, and Phillip Securities shall not have any responsibility to maintain the information or Research made available or to supply any
corrections, updates or releases in connection therewith. In no event will Phillip Securities be liable for any special, indirect, incidental or consequential
damages which may be incurred from the use of the information or Research made available, even if it has been advised of the possibility of such damages.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are subject to change at
any time without prior notice.

This material is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs
of any particular person. The products mentioned in this material may not be suitable for all investors and a person receiving or reading this material should
seek advice from a financial adviser regarding the suitability of such products, taking into account the specific investment objectives, financial situation or
particular needs of that person, before making a commitment to invest in any of such products.

This publication should not be relied upon as authoritative without further being subject to the recipient’s own independent verification and exercise of
judgment. The fact that this publication has been made available constitutes neither a recommendation to enter into a particular transaction nor a
representation that any product described in this material is suitable or appropriate for the recipient. Recipients should be aware that many of the products
which may be described in this publication involve significant risks and may not be suitable for all investors, and that any decision to enter into transactions
involving such products should not be made unless all such risks are understood and an independent determination has been made that such transactions
would be appropriate. Any discussion of the risks contained herein with respect to any product should not be considered to be a disclosure of all risks or a
complete discussion of such risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in
this research should take into account existing public information, including any registered prospectus in respect of such security.

Disclosure of Interest

Analyst Disclosure: Neither the analyst(s) preparing this report nor his associate has any financial interest in or serves as an officer of the listed corporation
covered in this report.

Firm’s Disclosure: Phillip Securities does not have any investment banking relationship with the listed corporation covered in this report nor any financial
interest of 1% or more of the market capitalization in the listed corporation. In addition, no executive staff of Phillip Securities serves as an officer of the listed
corporation.

Availability

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country
where such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities to any
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

Information contained herein is based on sources that Phillip Securities (Hong Kong) Limited (“PSHK”) believed to be accurate. PSHK does not bear
responsibility for any loss occasioned by reliance placed upon the contents hereof. PSHK (or its affiliates or employees) may have positions in relevant

investment products. For details of different product's risks, please visit the Risk Disclosures Statement on http://www.phillip.com.hk.
© 2019 Phillip Securities (Hong Kong) Limited
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