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Operating income grew steadily in Q3 2023, copper prices may rebound in the
second half of the year

China| Basic Metal & Processing|

Overview

Jiangxi Copper (358.HK) is China's largest copper cathode producer and supplier of a full
range of copper processing products. The diversified business includes mining development
of copper, gold, silver, lead, zinc, tungsten, rhenium, tellurium and other types products. It
has established mining bases in China, Peru, Kazakhstan, Afghanistan and other countries,
and has four smelting plants in production, five operating mines and eight modern copper
processing plants. In addition, the company owns 44.48% of the shares of the listed
company Shandong Humon Smelting Co., Ltd.

The company's net profit increased slightly in Q3 yoy

In the first three quarters of 2023 (January to September), the company's total operating
revenue was 399.56 billion yuan (RMB, the same as below), a year-on-year increase of
8.53%; the total operating cost was 393.48 billion yuan, a year-on-year increase of 8.83%;
operating profit was 6.49 billion Yuan, a year-on-year increase of 4.16%; of which the net
profit attributable to shareholders of the parent company was 4.94 billion yuan, a year-on-
year increase of 4.54%. Basic earnings per share was 1.43 yuan, a year-on-year increase of
4.54%. The company's total operating income in the third quarter was 132.03 billion yuan, a
year-on-year increase of 16.93%; the net profit attributable to shareholders of listed
companies after deducting non-recurring gains and losses was 1.44 billion yuan, a year-on-
year increase of 30.03%. The performance mainly due to the relatively active domestic
policies and demand from real estate and new energy sectors are strong, which keeps
copper inventories at a low level and provides certain support for copper prices.

China’s copper consumption is expected to grow, which will contribute a mid- to long-term
recovery in copper prices

According to relevant data from the International Copper Study Group (ICSG), global copper
mine production from January to November 2023 was 20.12 million tonnes, a year-on-year
increase of 0.8%, mainly due to the lower base during the epidemic period in last year and
the impact of some large-scale copper mine expanding projects in production. Chile copper
mine output decreased by 1.5% annually, Indonesia copper mine output decreased by 7.5%
annually, and U.S. copper mine output decreased by 9% annually; Peru copper mine output
increased by 14% annually, and Congo copper mine output increased by 6% annually. Global
copper mine production capacity is 25.79 million tonnes, with a capacity utilization rate of
78%. Looking at the global copper mine production and capacity in the past five years, we
can find that copper mine production has been increasing and capacity has been expanding,
but the capacity utilization rate has decreased.
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Figure 1: Global copper mine capacity, output and utilization rate
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From January to November 2023, the global refined copper market was in short
supply of 130,000 tonnes, compared with a shortage of 440,000 tonnes in the same
period last year. From January to November, global refined copper production
increased by 5.5% year-on-year to 24.48 million tonnes. China's refined copper
production increased by 13% annually, Chile refined copper production decreased by
2.7% annually, US. refined copper production decreased by 10% annually, and India
refined copper production decreased by 5% annually. In terms of consumption, global
refined copper consumption increased by 4% annually to 24.61 million tonnes,
China's consumption increased by 9% annually, and consumption outside China
decreased by 2.5% annually. The ICSG report shows that from 2023 to 2027, the
annual global copper mine production capacity is expected to grow at an average
annual rate of 3.4%, which is significantly faster than the average annual growth rate
of 1% during 2017-2020, mainly due to driving of some large-scale copper mine
projects in production, especially China’s investment in Africa copper mines.

China is still the largest copper consumer country, and the supply of copper has an
important impact on China's economy. Currently, China's dependence on foreign
copper is about 70%. In the future, China's copper consumption will still be in a
growing stage, but China domestic copper supply will be seriously insufficient.
According to the "14th Five-Year Plan for the Development of Raw Materials
Industry", China will continue to increase the exploration of scarce mineral resources
such as copper to achieve mineral exploration and increase reserves. Supporting the
construction of key domestic mines such as copper mines and copper mine
construction is included in strategic resource security projects. In the next few years,
as the trend of electrification continues to increase, it is believed that the demand for
copper will continue to grow, and copper prices are expected to gradually recover.

The company's output of most products increased in the first half of 2023

The main product output in the first half of 2023 is shown in Figure 2: cathode copper
output was 988,300 tonnes, a year-on-year increase of 6.97%; gold output was 55
tonnes, a year-on-year increase of 14.89%; silver output was 677.03 tonnes, a year-
on-year increase of 0.5%; copper processing Product output was 833,100 tonnes, a
year-on-year increase of 5.26%.

Figure2: The company’s main product output and year-on-year growth rate
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Through rapid development, the company has formed a certain scale advantage. The
group is China's largest copper production base, the largest associated gold and silver
production base, and an important sulfur chemical industry base. The company
currently owns the largest Dexing copper mine in China and several copper mines in
production. As of December 31st, 2022, the company's 100% owned resources are
approximately 8.99 million tonnes of copper metal; 275.9 tonnes of gold; 8,626
tonnes of silver; and 210,000 tonnes of molybdenum. Based on the resources
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controlled by the company and other joint companies, the amount of metal
resources calculated based on the company's equity is approximately 4.44 million
tonnes of copper and 52 tonnes of gold. Humon Smelting, a controlled subsidiary of
the Company and its subsidiaries have 150.38 tonnes of proven gold reserves which
have completed reserve registration.

The company has established its industrial chain with core businesses in mining, ore
dressing, smelting and processing of gold and copper, as well as sulphuric chemistry
and extraction and processing of precious and rare metals. The annual production of
copper contained in copper concentrates of the Company is over 200,000 tonnes.
Humon Smelting, a controlled subsidiary of the Company, has an annual production
capacity of 50 tonnes of gold and 1,000 tonnes of silver and has production capacity
of 0.25 million tonnes of electrolytic copper and 1.3 million tonnes of sulphuric acid.
The company is currently the largest copper processing manufacturer in the PRC,
with over 1,700,000 tonnes of processed copper products produced per year. The
production capacity of copper cathode of the company is over 1,700,000 tonnes per
year.

Valuation and recommendation

In 2023, Shanghai copper prices will stay near 68,000 for a long time. There are two
main reasons, one is the negative impact of the macro environment, and the other is
that inventories are always low. In the future, as the main carrier of China's "Double
Carbon Action", copper consumption will continue to maintain rapid growth in fields
such as photovoltaics, wind power, and new energy electric vehicles. Jinrui Futures
research data shows that by 2025 and 2030, China's copper consumption in the three
major fields of photovoltaics, wind power and new energy electric vehicles will
increase from 1.09 million tonnes in 2022 to 2.09 and 3.98 million tonnes respectively.
As many places across the country are currently increasing the construction of large-
scale investment projects in the field of new energy, the actual consumption of
copper in the field of new energy is likely to maintain a faster growth rate. Looking
forward to 2024, in terms of supply and inventory, global copper mine supply will
continue to grow. In late January, China has gradually begun to realize the positive
inventory accumulation cycle. Some smelting was originally put into production in Q1,
but processing profits have declined, coupled with the Red Sea problem which
resulted in release of cathode copper output is less than expected, so the inventory
accumulation process has slowed down. The supply of cathode copper may be less
than expected in the first half of the year, and because the development of the global
manufacturing industry is still weak, the recovery of scrap copper supply is also
relatively slow. In terms of consumption, the growth rate of real estate is still at a low
level and the support is weak. The sales of new energy vehicles are expected to
maintain growth, but the growth rate will gradually slow down, which will have a
boosting effect on copper consumption. In terms of industry, as mentioned before,
the prosperity of the entire manufacturing industry has declined which may be a drag
on copper prices. Generally speaking, copper prices may rise slightly in the first half of
the year after new construction starts, but the overall situation is still in a state of
shock. In the second half of the year, the Federal Reserve may start an interest rate
cut cycle, and China will launch more favorable policies. After the macro environment
improves, copper prices are expected to start a new round of upward cycle.

Figure 3: LME copper and Shanghai copper price trends
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The company is committed to accelerating project construction with higher efficiency.
Thecopper cathode project with an annual capacity of 180,000 tonnes of JCC Guoxing
was successfully put into operation; the fine copper wire expansion project with an
annual capacity of 10,000 tonnes of JCC Copper Products commenced coordinated
commissioning in late June; the landmark sub-projects of phase Ill of the extension
project of Wushan Copper Mine, such as 1,000-metre main shaft and auxiliary shaft
were completed three months ahead of schedule; the 5,000 tonnes/day open pit
project of Yinshan Mining completed all preparation works for comprehensive
commencement of construction. In addition, the company has also achieved certain
results in technological innovation. The “diamond-copper” product, a high-end chip
cooling material developed by the Company, delivered outstanding performance in
the trial mass application and had a great appeal to target customers, and the
Company will seek cooperation to advance commercialisation in the future. The 6N
high-purity copper, the raw material to break high-tech stranglehold in the fields of
high-end electronic manufacturing and aviation, completed the midpoint testing
research. The heat-proof and anti-corrosion 4N rhenium powder for use in alloys was
tried out by high new technology enterprises and was highly recognised in the market.
The high-performance oxygen-free copper rods for use in new energy vehicles
achieved low-cost and large-scale production and sales. In addition, the company
paid attention to energy conservation and emission reduction, the company recorded
a period-on-period decrease of 1.39% in total energy consumption and an overall
decline of about 18,000,000 kWh in purchased electricity in the first half of the year.
And the company introduced new energy electric heavy-duty dump trucks in mines
to apply new energy scenarios for the first time.

We predict that the company's revenue will be 518.23 billion yuan, 542.99 billion
yuan and 568.93 billion yuan respectively in 2023-2025, with a compound annual
growth rate of 4.78%, earnings per share (EPS) are projected to be 1.91/1.52/1.58
yuan, and BVPS are projected to be 24.9/25.7/26.7, corresponding to a price-to-book
ratio (P/B) of 0.45/0.43/0.42x. The company’s average P/B in the past three years is
approximately 0.56x. Copper prices continued fluctuating in 2023. With a forecasted
0.55 times P/B in 2023 and a valuation of HKD 14.89, we recommend a "accumulate"
rating. (Current price as of March 07)

Figure4: PB Curve
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Risk factors

Macroeconomic environment, changes in market environment, product price
fluctuations, impact of safety accidents, exchange rate changes, product substitution
risks, and environmental risks.

* The analyst has a financial interest in the listed corporation covered in this report.
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Consolidated Statement of Profit or Loss

Dec YJ/E, RMB mn 2021 2022 2023E 2024E 2025E
REVENUE 441514.4 4783328 5182342 5425306 5585256
Cost of sales -4254228 -488336.5 -505278.4 -531003.8 -558370.2
Gross profit 18191.8 12055.4 12855.9 11888.7 12559.4
Other income 1088.7 16166 12725 12725 12725
Other gains and loszes -3104.6 3049 3049 3049 3049
Selling and distribution costs -357.5 -435.2 -352.8 -380.1 -358.3
Administrative expenses -3714.6 -3572.9 3472 -3507.1 -3674.6
Impairment logses on financial assets, net -430.0 -2846 -382.3 -382.3 -382.3
Finance costs -2018.8 -1867.2 -2225.0 -2331.3 -24427
Share of profits and losses of:

Joint ventures. -15.3 -30.3 279 279 279
4ssociates -142.6 -185.0 -45.9 -45.9 -45.9
PROFIT BEFORE TAX 74185 74528 a142.2 6388.5 71851
Income tax -1387.4 -1403.0 -1451.1 -1520.4 -1583.0
PROFIT ATTRIBUTABLE TO OWMNERS OF THE COMPANY 57725 6001.5 6597.0 5275.1 5478.0
EPS(RMB) 163 173 1.91 1.52 1.58
DPS{RMBE) 0.50 0.50 0.56 0.45 0.47
Dividend payout ratio 29.94% 28.50% 29.42% 29.42% 29.42%
Weighted shares outstanding 34627 34627 34627 34827 34827

Key Financial Data

Dec YIE FYa21 FY22 FY23 FY24E FY25E
Valutation Ratio

FIE ratio 69 5.4 5.9 73 7.0
Dividend Yield, % 4.48% 4.458% 5.03% 4.02% 4.17%
Per share data(RMB)

EPS 1.63 1.73 1.1 1.52 1.58
BVPS 225 237 245 257 %7
DPS(HKD) 0.56 0.56 0.63 0.51 0.53
Growth & Margin

Growth

Revenue Growth 38.98% 8.33% 8.33% 4.78% 4.78%
Gross Profit Growth 60.80% MIA 7.46% (TN 4.78%
EBIT Growth 128.07% 1.10% 8.58% (TN 4.00%
Met Profit Growth 155.54% 1.10% 8.77% (TN 3.78%
Margin

Gross Profit Margin 3.67% 2.52% 2.50% 2.21% 221%
EBIT Margin 1.68% 1.57% 1.57% 1.27% 1.26%
Met Profit Margin 1.37% 1.27% 1.28% 0.95% 0.98%
Key Ratios

ROE 4.45% 4.23% 4.02% 3.85% 3.75%
ROA 2.15% 2.07% 1.87% 1.71% 1.57%
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Consolidated Statement of Financial Position

Dec ¥IE, RMB mn FYa1 FY22 FY23 FY24E FY25E
Current assets

Inventories 365876.8 380618 429141 45099.0 472534
Accounts receivable 76955 65919 851895 85259 93523
Cagh and cash eguivalents 212953 147279 133837 16903.2 210621
Others 272742 3730687 458404 555306 652335
Total current assets 532418 0966883 111157.0 126518.7 1429012
Non-current assets

PPE 347111 380779 383179 375731 383438
Others 330817 345544 370437 383065 3596764
Total non-current assets 677928 706423 T38816 TS8795 T3020.2
Total Assets 161034.6 167330.5 185018.7 202398.2 2209214
Current liabilities

Accounts and bills payables 11167.9 138253 138432 145481 152430
Bank borrowings 383319 42353.0 50363.0 50463.0 69463.0
Others 177291 17019.0 159799 16740.7 16477.0
Total current liabilities 6722859 732073 811851 507518 101183.0
Non-current liabilities

Bank borrowings 11856.0 82567 91117 113852 133020
Others 41357 59164 84518 112572 140672
Total non-current liabilities 158958 121731 17803.5 228524 273592
Total liabilities 832247 8353804 987896 1134042 1285522
Equity attributable to equity holders of the Company 697939 735137 7TEO026 7To6556 &09159
Non-controlling interests 2011.1 24315 532654 10338.4 114534
Total equity fre0e.9 819502 862290 S3994.0 923592
Total liabilities and equity 161034 6 1673305 1850186 2023583 2205921 5

Consolidated Statement of Cash Flow

Dec ¥/E, RMB mn 2021 2022 2023E  2024E  2025E
CFO 90316 108413 27253 63397 BB0T.2
Profit before tax 7416.9 74586 81422 63895 T1851
Depreciation and Amortization 2re058 27248 30255 30876 31509
Change in working capital -5157.4 18515 57613 -1887.0 -18858
Others 4051.3 -1534.0 18811 -1750.4  -1823.0
CFl -3228.8  -T7T19.0 32812 -33584 34372
Short term and long term investment,net -5516 -2560.9 641.2 5444 G477
Purchase of property, equipment and intangible assets  -2677.2 -51581 -38223 -40028 -40849
CFF 11538 -§7538 -2883 333 533.5
Cash paid for digtribution of dividends -3483 17314 17314 -19409 155240
Others -13154.3 185506 -12779.8 -12779.8 -12779.8
Cash received from financing 14654.5 105281 142229 14758.0 153207
Effect of exchange rate changes on cash

Net Change in Cash 69567 5835 -B442 30185 415885
Cash, CE and Resfricted cash at Beg 14,4518 212853 147279 133837 165803.2
Restricted currency funds for disbursements -113.2 264.0 0.0 0.0 0.0
Cash, CE and Restricted cash at Y/E 21,2853 147275 13,8837 15803.2 210821

Current Price as of: 07 Mar
Source : PSHK Est.

Page | 6 | PHILLIPCAPITAL HONGKONG RESEAREH



P PhillipCapital

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 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.
© 2024 Phillip Securities (Hong Kong) Limited
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