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Introducing of Strategic Investor and Improved Product

prices Make the Lithium Leader Favored Again
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Investment summary

With the Introduction of Strategic Investor, the Debt Crisis Turns Around and the Lithium
Salt Project Is Expected to Advance

Tiangi Lithium announced on December 8, 2020 that its wholly-owned subsidiary Tianqi
Lithium Energy Australia Pty Ltd (TLEA) intends to introduce strategic investor IGO Limited
(IGO), an Australian listed company, through capital increase and share expansion. For this
capital increase, IGO's wholly-owned subsidiary intends to contribute USD1.4 billion in cash
to subscribe for the newly increased registered capital of TERA by USD304 million. After the
completion of the capital increase, the Company will hold 51% of the registered capital of
TLEA, and investors will hold 49% of the registered capital of TLEA. The premium of
USD1,096 million will be included in the capital reserve of TLEA.

The Company and its subsidiary will use such money to repay the principal of the syndicated
loan of no less than USD1.2 billion. The remainder after the repayment will be used by TLEA
as supplementary capital for the operations and commissioning of a lithium hydroxide plant
operated by TLEA subsidiary Tianqi Lithium Kwinana Pty Ltd (TLK) in Australia.

After the deal is closed, the Company still has control over TLEA. It can control TLEA's
financial and operating decisions through the Board of Directors. There is no change in the
scope of consolidated statements. However, this deal still requires pending approval by the
syndicate and review organizations of the local government. It is expected to take
approximately 4 to 6 months.

In 2018, the Company invested USD4.07 billion in the acquisition of SQM's equity, which
generated USD3.5 billion in debt. One of the main reasons for the Company's result losses in
2019 and 2020 is the surge in financial expenses incurred by asset acquisition. The Q3 2020
report shows that the long-term borrowings and non-current liabilities due within one year
totaled RMB26.3 billion, including the outstanding acquisition loan of USD3,084 million. If
the deal goes well, the Company's debt will significantly drop by nearly 40%, and the asset-
liability ratio will drop from 81% to approximately 63%. The debt burden will be greatly
eased.

On the other hand, due to reasons such as capital and market, the Company's 48,000-ton
lithium hydroxide expansion project in Australia was slower than expected (Phase | project
was about to be commissioned, and more than half of the construction costs were invested
in Phase |l project). After the repayment of the loan, the USD200 million capital injection will
accelerate the project. Phase | project is expected to reach capacity target next year.

It is worth mentioning that the investor IGO has many years of experience in mine
operations. It will play a very positive role in helping Talison Lithium further reduce
operating costs and increase the recovery rate in the future. In addition, it can enhance the
Company's operations management capabilities in terms of Australian labor, policies,
environmental protection, and local culture.
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Lithium Price Reopens the Upward Channel and the Lithium Giant Bails Out

With the recovery of the domestic and European new energy vehicle markets, the
installed capacity of power batteries is increasing, and the upstream industry chain
closely related to power batteries continues to heat up. On the other hand, the
strong growth of 3C digital products, lithium battery energy storage, and two-
wheeled electric vehicles has also driven the price of raw materials of lithium salt to
climb. According to SMM data, as at January 18, the average price of domestic
battery-grade lithium carbonate was RMB67,000 per ton, an increase of
approximately 60% from the lowest level since the beginning of 2020; the average
price of lithium hydroxide was approximately RMB49,000 per ton, an increase of 15%
from the lowest level since the beginning of 2020. In terms of the price trends, due to
seasonal restrictions on supply-side capacity, the growth momentum for lithium salt
prices is still quite strong. The price is expected to rise to RMB75,000 per ton in the
short term. With the support of strong demand, it is expected that lithium salt
products will be in a tight supply this year. The price is expected to remain above
RMB75,000 per ton.

The Company increased market presence in the world's most high-quality lithium
resources. It held shares in Talison Lithium, the owner of spodumene mine at
Greenbushs — the world's best hard rock lithium mine, and took a stake in SQM, a
producer with the mining right of Atacama salt lake — the world's most high-quality
salt lake. In terms of lithium salt, the Company currently has a production capacity of
lithium carbonate of 34,500 tons per year and a production capacity of lithium
hydroxide of 5,000 tons per year. In addition, the Company has projects under
construction that produce 48,000 tons per year of lithium hydroxide and 20,000 tons
per year of battery grade lithium carbonate. Amid the industry boom, the Company's
production bases are currently saturated for the capacity utilization. We believe that
in the subsequent development, the Company's resource advantages will become
increasingly prominent. With the gradual resolution of the debt problem, there is a
high probability of result turnaround and there is room for an expected upward
flexibility.

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 -0.87/0.49/0.94 and
4.0/4.65/6.12 of 2020/2021/2022. And we accordingly gave the target price to 62,
respectively 13.3/10.0x P/B for 2021/2022. "Accumulate" rating. (Closing price as at
19 February)

Risk
New business progress slower than expected
Lithium series Product price falling
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UPDATED REPORT

Lithium products price trend
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Tianqi Lithium UPDATED REPORT

Financials

FYE DEC FY17 FY18 FY19 FY20F FY21F FY22F
Valuation Ratios

P/E (X), ad. 27.2 273 (10.1) (60.8) 107.5 56.3
P/B (X) 6.6 59 8.6 13.2 1.3 8.6
Dividend Yield (%) 0.4% 0.3% 0.0% 0.0% 0.1% 0.2%
Per share data (RMB)

EPS, (Basic) 1.94 1.93 -5.24 0.87 0.49 0.94
EPS, (Diluted) 1.88 1.93 -5.24 0.87 0.49 0.94
DPS 0.20 0.18 0.00 0.00 0.03 0.12
BVPS 7.94 8.88 6.10 4.00 4.65 6.12
Growth & Margins (%)

Growth

Revenue 40.1% 14.2% -22.5% -23.8% 36.7% 33.5%
EBIT 57.5% 17.0%  -1543%  -174.0% 125.0% 21.8%
Net Income, adj. 41.9% 26% -371.9% -786%  -156.5% 90.8%
Margins

Gross margin 70.1% 67.6% 56.6% 45.6% 56.0% 63.0%
EBIT margin 64.1% 65.7% -46.1% 44.7% 73.6% 67.2%
Net Profit Margin 39.2% 352%  -123.6% -34.7% 14.4% 20.5%
Key Ratios

ROE 29.9% 22.9% -70.0% -17.2% 11.3% 17.4%
Income Statement (RMB mn)

Revenue 5470 6244 4341 3689 5043 6731
Gross profit 3837 4221 2738 1682 2824 4241
EBIT 3507 4105 2230 1649 3712 4522
Profit before tax 3452 3634 -4480 -458 1930 3222
Tax 840 829 1002 123 425 709
Profit for the period 2612 2804 5482 -581 1505 2513
Minority interests 467 604 501 700 781 1132
Total capital share 1142 1142 1142 1477 1477 1477
Net profit 2145 2200 5983 -1281 724 1381
Source: PSR

(Closing price as at 19 February)
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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.
© 2021 Phillip Securities (Hong Kong) Limited

Page | 5 | PHILLIPCAPITAL HONGKONG RESEAREH




P PhillipCapital

Tiangi Lithium UPDATED REPORT
Contact Information (Regional Member Companies)
SINGAPORE MALAYSIA JAPAN

Phillip Securities Pte Ltd
250 North Bridge Road, #06-00 Raffles City Tower,
Singapore 179101
Tel : (65) 6533 6001 Fax: (65) 6535 3834
www.phillip.com.sg

INDONESIA
PT Phillip Securities Indonesia
ANZ Tower Level 23B, JI Jend Sudirman Kav 33A,
Jakarta 10220, Indonesia
Tel (62) 21 5790 0800 Fax: (62) 21 5790 0809
www.phillip.co.id

THAILAND
Phillip Securities (Thailand) Public Co. Ltd.
15th Floor, Vorawat Building, 849 Silom Road,
Silom, Bangrak, Bangkok 10500 Thailand
Tel (66) 2 2268 0999 Fax: (66) 2 2268 0921
www.phillip.co.th

UNITED STATES
Phillip Futures Inc.
141 W Jackson Blvd Ste 3050
The Chicago Board of Trade Building
Chicago, IL 60604 USA
Tel (1) 312 356 9000 Fax: (1) 312 356 9005

Phillip Capital Management Sdn Bhd
B-3-6 Block B Level 3, Megan Avenue I,
No. 12, Jalan Yap Kwan Seng, 50450 Kuala Lumpur
Tel (60) 3 2162 8841 Fax (60) 3 2166 5099
WWW.poems.com.my

CHINA
Phillip Financial Advisory (Shanghai) Co. Ltd.

No 436 Heng Feng Road, Green Tech Tower Unit 604

Shanghai 200 070
Tel (86) 21 5169 9400 Fax: (86) 21 6091 1155
www.phillip.com.cn

FRANCE
King & Shaxson Capital Ltd.
3rd Floor, 35 Rue de la Bienfaisance
75008 Paris France
Tel (33) 14563 3100 Fax : (33) 1 4563 6017
www.kingandshaxson.com

AUSTRALIA
PhillipCapital Australia
Level 10, 330 Collins Street
Melbourne VIC 3000
Tel (+61) 3 8633 9803 Fax (+61) 3 8633 9899
www.phillipcapital.com.au

HONG KONG
Phillip Securities (HK) Ltd
11/F United Centre 95 Queensway Hong Kong
Tel (852) 2277 6600 Fax: (852) 2868 5307
www.phillip.com.hk

Phillip Securities Japan, Ltd
4-2 Nihonbashi Kabutocho, Chuo-ku
Tokyo 103-0026
Tel: (81) 33666 2101 Fax: (81) 3 3664 0141
www.phillip.co.jp

INDIA
PhillipCapital (India) Private Limited
No. 1, 18th Floor, Urmi Estate, 95 Ganpatrao Kadam Marg,
Lower Parel West, Mumbai 400013
Tel: (9122) 2300 2999 Fax: (9122) 6667 9955
www.phillipcapital.in

UNITED KINGDOM
King & Shaxson Ltd.
6th Floor, Candlewick House, 120 Cannon Street
London, EC4N 6AS
Tel (44) 20 7929 5300 Fax: (44) 20 7283 6835
www.kingandshaxson.com

SRI LANKA
Asha Phillip Securities Limited
Level 4, Millennium House, 46/58 Navam Mawatha,
Colombo 2, Sri Lanka
Tel: (94) 11 2429 100 Fax: (94) 11 2429 199
www.ashaphillip.net/home.htm

Page | 6 | PHILLIPCAPITAL HONGKONG RESEAREH


http://www.phillip.com.sg/
http://www.poems.com.my/
http://www.phillip.co.jp/
http://www.phillip.co.id/
http://www.phillip.com.cn/
http://www.phillipcapital.in/
http://www.phillip.co.th/
http://www.kingandshaxson.com/
http://www.kingandshaxson.com/
http://www.phillipcapital.com.au/
http://www.ashaphillip.net/home.htm
http://www.phillip.com.hk/

