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FY23Q3 Slumps as Lithium Prices Plummet

China | Nonferrous Metal | Company Report

Investment summary

Lithium Prices Plummet, Performance in Q3 Slumps

Tiangi Lithium Corporation (hereinafter referred to as "Tiangi Lithium" or the "Company")
has recently disclosed its report for the third quarter (Q3). The Company recorded an
operating revenue of RMB33,399 million in the first three quarters this year, with a year-on-
year increase of 35.52%, as shown in the report. The net profit attributable to shareholders
stood at RMB8,099 million, down 49.33% yoy. The increase in the yoy revenue in the first
three quarters mainly contributed to: The launch and constant growth in capacity of the
tailings pond of the Greenbushes mine raised the output. Meanwhile, the negotiated prices
lagged behind the market prices in 2023H1, and the average price of lithium minerals was
higher than that in the same period last year. The decline in the performance was mainly
due to: 1) The drastic drop in the prices of lithium chemical products led to a decrease in
their gross margin. 2) Because of the rise in the selling prices of lithium minerals, the net
profit of Windfield Holdings Pty Ltd., a holding subsidiary of the Company, grew, and the
profit and loss of minority shareholders increased. 3) The listing of SES, a joint-stock
company of the Company, in the same period of 2022 resulted in nonrecurring return on
investment, which did not occur in the current period. 4) The yoy decrease in the return on
investment of the associated company, SQM, recognised for the current period, should be
subject to the Q3 report to be officially released by the company.

Since the beginning of this year, as affected by supply-demand mismatch and destocking of
the industry chain, the prices of lithium salt plunged from RMB500 thousand per ton last
year to approximately RMB170 thousand per ton at the end of April, which then rebounded
to RMB300 thousand per ton in June and yet fell to around RMB160 thousand per ton.
According to Wind, the Q3 average prices of lithium carbonate and lithium hydroxide for
batteries in China were RMB240.6 thousand per ton and RMB223.6 thousand per ton, with
the yoy decreases of 50.1% and 52.9%, respectively. As of October 27, 2023, the prices of
lithium carbonate and lithium hydroxide for batteries decreased by 69.43% and 70.07% from
the same period last year and by 66.73% and 70.91% from the beginning of the year to
RMB168 thousand and RMB160 thousand per ton, as revealed by BAIINFO.com.
Consequently, Tiangi Lithium recorded an operating revenue of RMB8,576 million in Q3,
which fell by 17.14% yoy and by 35.88% qoq. Its net profit attributable to shareholders
amounted to RMB1,646 million, which decreased by 70.89% yoy and increased by 4.38%
gog.

Nevertheless, thanks to its complete self-sufficiency of the raw material, lithium
concentrates, the Company enjoys advantages in cost control and vertical integration of the
industry chain and its gross margin remains high. Specifically, the gross margin in the first
three quarters and Q3 reached 86.6% and 85.23%, with a yoy increase of 1.1 and a yoy
decrease of 2.1 ppts, respectively. Additionally, Tiangi Lithium is ranked among the top in
net profit margin, which was 66.98% and 68.6%, down 12.36 and 7.37 ppts, respectively.
Moreover, the Company's financial profile is stable, and its debt-equity ratio was only
30.59%, up 5.5 ppts from the beginning of the year. The net operating cash inflow was
RMB20 billion, rising by 71% yoy, mainly due to increased payment collection.
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Source: Aastock, Phillip Securities (HK) Research

KEY FINANCIALS

CNY mn FY22 FY23E FY24E FY25SE
Net Sales 40449 40143 28634 32106
Net Profit 24125 11036 9372 10498
EPS, CNY 1470 673 571 6.40
P/E, x 36 79 92 82
BVPS, CNY 29.55 34.38 38.89 43.77
P/BV, x 1.8 15 14 12
DPS (CNY) 3.00 160 130 1.40
Div. Yield (%) 57% 3.0% 25% 2.7%

Source: Company reports, Phillip Securities Est.
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Strategic Investor Zijin Mining Is Introduced, Capacities in Domestic and Overseas
Bases Are Continuously Enhanced

In regard to lithium minerals, the capacity of lithium concentrates of Talison Lithium
Pty Ltd. (Talison Lithium) is 1.62 million tons/year. In mid-2025, the planned capacity
of the No. 3 processing plant at the chemical grade3 will exceed 2.1 million tons/year,
after its launch with the capacity of 520 thousand tons/year. Furthermore, the
construction of the No. 4 processing plant at the chemical grade, with the capacity of
520 thousand tons/year, will begin in 2025, which is estimated to be launched by
2027. The long-term planned capacity of Talison Lithium will reach 2.66 million
tons/year.

Sichuan Tiangi Shenghe Lithium Industry Co., Ltd., a wholly-owned subsidiary of the
Company, introduced the strategic investor, Zijin Mining, through share capital
increase in May 2023. The subsidiary has the mining right of the lithium mine in Cuola
Town, Yajiang County, Sichuan Province. Currently, it is conducting feasibility
research regarding the restart and site selection of the Phase 1 project of spodumene
ores in Cuola Town. The strengths in mineral exploitation and construction of the
strategic investor of Zijin Mining will promote project construction, further accelerate
the conversion of the Company's existing resources to capacity/output, and enrich
Tiangi Lithium's domestic resources.

In terms of lithium compound projects, the Company's current capacity is 68.8
thousand tons/year, and the planned capacity surpasses 140 thousand tons.
Specifically, the 20 thousand-ton lithium carbonate project in Anjv District, Sichuan
Province is estimated to be completed and commissioned by 2023H2. The Phase 1 24
thousand-ton lithium hydroxide project in Kwinana, Australia, is being promoted
gradually, and has been certified by the South Korean battery maker, SK on. The
Phase 2 24 thousand-ton project is under initial preparation. The construction of the
Phase 1 30 thousand-ton lithium hydroxide in Zhangjiagang has been initiated and is
expected to be completed within two years. The Company strives to push the total
capacity to 300 thousand tons by 2027, 4.36 times as much as the current capacity.

Valuation and Investment thesis

We predict that lithium prices may still experience low fluctuations in the short term.
However, high growth of and cost support and preferential policies for the
downstream industries, especially new energy vehicles, shipping, and energy
conservation, are promising in medium and long term. The fundamentals of the
lithium industry are likely to achieve sustained, sound growth in the next few years.
The Company has made the layout of the best lithium resources worldwide, practiced
a vertical integrated business model, and achieved the 100% self-sufficiency of
lithium concentrates. In combination of the advanced production and processing of
lithium compounds, it can maximise the profit margin of lithium products, and will
continue to consolidate its leading position based on its future capacity expansion.
We expected diluted EPS/BVPS of the Company to RMB6.73/5.71/6.40 and
34.4/38.9/43.8 of 2023/2024/2025. And we accordingly gave the target price to 59,
respectively 8.8/10.3/9.2x P/E for 2023/2024/2025. "Accumulate" rating. (Closing
price as at 18 December)

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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FYE DEC FY21 FY22 FY23F FY24F FY25F
Valuation Ratios

P/E (X), adj. 375 3.6 7.9 9.2 8.2

P/B (X) 6.1 1.8 1.5 1.4 1.2

Dividend Yield (%) 0.0% 5.7% 3.0% 2.5% 2.71%
Per share data (RMB)

EPS, (Basic) 141 14.70 6.73 5.71 6.40

EPS, (Diluted) 1.41 14.70 6.73 571 6.40

DPS 0.00 3.00 1.60 1.30 1.40

BVPS 8.64 29.55 34.38 38.89 43.77

Growth & Margins (%)

Growth

Revenue 136.6% 427.8% -0.8% -28.7% 12.1%
EBIT 1967.3% 612.6% -9.1% -32.8% 12.1%
Net Income, adj. -213.3%  1060.7% -54.3% -15.1% 12.0%
Margins

Gross margin 62.0% 85.1% 83.3% 79.0% 82.0%
EBIT margin 74.3% 100.3% 91.9% 86.6% 86.6%
Net Profit Margin 27.1% 59.6% 27.5% 32.7% 32.7%
Key Ratios

ROE 23.1% 77.0% 21.0% 15.6% 15.5%

Income Statement (RMB mn)

Revenue 7663 40449 40143 28634 32106
Gross profit 4749 34432 33439 22621 26327
EBIT 5694 40576 36892 24785 27795
Profit before tax 3963 39901 37012 24687 27650
Tax 1374 8793 8143 5431 6089
Profit for the period 2590 31108 28869 19256 21561
Minority interests 511 6984 17833 9884 11063
Total capital share 1477 1641 1641 1641 1641
Net profit 2079 24125 11036 9372 10498
Source: PSR

(Closing price as at 18 December)
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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.
© 2023 Phillip Securities (Hong Kong) Limited
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