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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 
Tianqi 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 I project 
was about to be commissioned, and more than half of the construction costs were invested 
in Phase II project). After the repayment of the loan, the USD200 million capital injection will 
accelerate the project. Phase I 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. 
 
 
 
 
 
 
 
 
 

 

Accumulate (Downgrade) 
CMP CNY 52.7 

(Closing price as at 19 February) 

TARGET CNY 62 (+17.6%) 
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Chengdu Tianqi shiye Group 33.13 
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Source: Aastock, Phillip Securities (HK) Research 

 

KEY FINANCIALS 

CNY mn FY19 FY20E FY21E FY22E 

Net Sales 4841  3689  5043  6731  
Net Profit -5983  -1281  724  1381  
EPS, CNY -5.24 -0.87 0.49 0.94 
P/E, x (10.1) (60.8) 107.5  56.3  
BVPS, CNY 6.10 4.00 4.65 6.12 
P/BV, x 8.6  13.2  11.3  8.6  
DPS (CNY) 0.00 0.00 0.03 0.12 
Div. Yield (%) 0.0% 0.0% 0.1% 0.2% 

Source: Company reports, Phillip Securities Est. 
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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 Tianqi 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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Lithium products price trend 

 
Source: Wind, Phillip Securities Hong Kong Research 

 
 

Forward P/E P/B trend 

 
Source: Bloomberg, Phillip Securities Hong Kong Research 
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PHILLIP RESEARCH STOCK SELECTION SYSTEMS 

 
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 

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 
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