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Zhaojin Mining Industry Company Limited (1818.HK)

Signed the finished gold sales framework agreement to expand the Group’s
overseas finished gold sales channels

China| Gold|

Overview

Zhaojin Mining (1818.HK) is a comprehensive gold producer and gold smelting enterprise
that integrates exploration, mining, beneficiation and smelting operations and focuses on
developing the gold industry. The company's main products are "9999 gold" and "9995 gold"
standard gold ingots. As of December 31, 2023, the company has a total of approximately
38,10 million ounces of gold mineral resources and approximately 15.18 million ounces of
mineable gold reserves. In the first half of 2024, a total of 14.31 tons of new gold was
discovered through exploration.

Company performance review

As of September 30, 2024 (January-September), the company's revenue was 8.09 billion
yuan (RMB, the same below) with a year-on-year increase of 26.6%. Operating costs were
4.46 billion yuan with a year-on-year increase of 14.2%. Operating profit was 1.66 billion
yuan with a significant year-on-year increase of 109.80%. Net profit was 1.23 billion yuan
with a significant increase of 128.4%. EPS was 0.26 with a year-on-year increase of 136.4%.
The company's performance in the first three quarters achieved significant year-on-year
growth, mainly due to the upward trend in gold price caused by safe-haven demand.

Industry Analysis

According to statistics from the China Gold Association, on the supply side: in 2024,
domestic raw gold production achieved 377.242 tons, an increase of 2.087 tons compared
with 2023 with a year-on-year increase of 0.56%, among them, mineral gold production
achieved 298.408 tons and non-ferrous by-product gold achieved 78.834 tons. In addition,
China’s imported raw gold achieved 156.864 tons in 2024 with a year-on-year increase of
8.83%. If the above imported gold is included, China’s production of gold achieved 534.106
tons with a year-on-year increase of 2.85%. In 2024, the overseas mines of China large gold
companies achieved the gold production of 71,937 tons with a year-on-year increase of
19.14%. In terms of consumption: In 2024, China's gold consumption was 985.31 tons with a
year-on-year decrease of 9.58%, among them, gold jewelry consumption was 532.02 tons,
with a year-on-year decrease of 24.69%; gold bars and gold coins consumption was 373.13
tons with a year-on-year increase of 24.54%; gold for industry and other purposes
consumption was 80.16 ton with a year-on-year decrease of 4.12%. As of the end of
December 2024, China's gold reserves reached 2,279.57 tons, ranking sixth in the world, and
the gold reserves hit a new historical high. Overall, the supply of gold increased slightly, but
the consumption of gold, especially the consumption of gold jewelry declined, mainly
because the gold price is prohibitive. Unemployment Insurance Weekly Claims were higher
than expected. At the same time, the tariffs and immigration policies implemented by
Trump after taking office were weaker than expected. The market expected the Federal
Reserve to make a dovish decision. In addition, geopolitical issues remain unresolved,
investors' risk aversion demand has increased, and the value of gold has been highlighted.
Therefore, we believe that gold price will be strong in the short term.

Important events of the company

In June 2024, Zhaojin Mining's full offer to acquire the Australian TIETTO MINERALS LIMITED
project was finalized. TIETTO MINERALS ‘s flagship asset is the Abuja gold mine, which has a
mining area of 1,114 square kilometers, 1.36 million ounces of gold reserves and 3.83 million
ounces of resources. Currently, less than 10% of the area has been explored, leaving a lot of
room for exploration. The acquisition will help increase Zhaojin Mining's gold resources and
self-produced gold production.
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In June 2024, Zhaojin Mining announced that its wholly owned subsidiary Starlet
Creation Limited completed the acquisition of 60% of the equity of Xijin Mining for a
total transaction price of RMB 180 million, thereby indirectly controlling the
development of the Komahong gold mine. The gold mine is located in Sierra Africa.
The situation in the country is stable and the gold mining development has just
started, with good prospects and great room for development. The company's
development plan is that in the next stage, based on the project's good profitability,
the mining scale will be expanded to 1,500t/d, and the annual output will reach
57,000 ounces (about 1.8 tons). Another reason why the gold mine attracted Zhaojin
Mining to acquire it is that it has a good mineralization geological structure
environment and great prospecting potential. This acquisition is another strategic
move by the company to expand its layout in the African mining market after
acquiring the Abuja gold mine in Africa. It will be conducive to forming the circle of
scale and synergy, improving market competitiveness, and is expected to bring
growth to the company's revenue.

The company and its controlling shareholder Zijin Mining have joined hands to take
over ST Zhongrun. This cooperation means the deepening of the company's layout in
gold and mineral resources. ST Zhongrun's main assets include its VATUKOULA gold
mine in Fiji, which has a mining rights area of 12.55 square kilometers and currently
has gold resources of 3.13 million ounces (about 97.2 tons), of which 790,000 ounces
(about 24.57 tons) are proven reserves. In the future, the resources and exploration
of the VATUKOULA gold mine will have great room for development, which will bring
incremental gold production.

The company's Haiyu gold mine construction has been accelerated. By the end of
2024, the two TBMs had been successfully assembled and debugged ahead of
schedule and are ready to go. The scale of Haiyu gold mining can reach 12,000
tons/day, and it is expected to be completed and put into production in 2025. After
the project is put into production and reaches full capacity, the annual gold output is
expected to reach 15-20 tons, which is expected to increase the company's profits.

In December 2024, the Company entered into a finished gold sales framework
agreement with its subsidiary Zhaojin Jinye, which will help expand the Company's
overseas finished gold sales channels, save sales costs, and thus bring further
economic benefits to the company.

Company valuation

Zhaojin Mining has strong competitiveness in the market with its strong industrial
resource background and technological innovation capabilities. There is still
uncertainty about how Trump will implement the tariff policy after taking office. The
rising risk aversion sentiment has caused the gold price to break through the
historical high again. The gold price will keep high in the short term and the
company's gold production is expected to increase. So the company is expected to
realize an increase in both sales and price and achieve revenue growth. We raise our
revenue forecast for the company, we predict that the company's revenue will be
11.37 billion yuan, 13.65 billion yuan and 17.74 billion yuan respectively in 2024-2026.
EPS will be 0.28/0.49/0.73 yuan. BVPS will be 6.09/6.65/7.57, corresponding to the
P/B of 2.18x/1.99x/1.75x. The company is given a P/B of 2.4 times in 2024, with a
short-term target price of HK$15.58, and our investment rating is " Accumulate "

(Current price as of Feb 12)
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Chart 1: Price of Comex Gold

COMEXE 3
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Resources : Wind - PSHK

Risk factors
Political factors, monetary policy, gold supply and demand, impact of safety accidents,
and changes in gold costs.
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Consolidated Statement of Profit or Loss

Dec Y/E, RMB mn FY22 FY23 FY24E FY25E FY26E
REVENUE 7885.6 84236 113719 13646.2 177401
Cost of sales 52296 50533 -62545  -7096.0 -88701
Gross profit 2656.0 33703 51173 6550.2 8870.1
Other income and gains 5659 527.0 527.0 527.0 527.0
Selling and distribution expenses -331 -314 -30.4 -36.5 474
Administrative expenses -1306.3 13021 17058 16375 -1774.0
Impairment losses on financial assets -102.2 -1511 -151.1 1511 -1511
Other expenses -505.2 679.5 -917.3 -987.5 -1283.8
Finance costs -533.2 B07.7 -820.4 -984.5 -1279.8
Share of profits and losses of:

- Associates 2.5 1.0 1.0 1.0 1.0
PROFIT BEFORE TAX 7394 11265 20204 32811 4862.0
Income tax expense -179.0 -288.1 -7 -750.5 -978.7
NET PROFIT 560 4 8384 1508.6 25305 3886.2
Profit for the year attributable to

- Shareholders of the Company 402.0 686.4 1206.9 19738 28758
- Mon-controlling interests 188.2 152.0 3017 556.7 1010.4
EPS(RMB) 0.07 0.14 0.28 0.49 0.73
DP S(RMB) 0.04 0.04 0.08 0.14 0.21
Dividend payout ratio 571% 28.6% 26.6% 28.6% 28.6%
Weighted shares outstanding 3270.4 32704 32704 32704 32704

Key Financial Data

Dec YIE FY22 FY23 FY24E FY25E FY26E
Valutation Ratio

P/B ratio 26 23 22 20 1.7
Dividend Yield, % 0.32% 0.31% 0.61% 1.06% 1.56%
Per share data(RMB)

EPS 0.07 0.14 0.28 0.49 0.73
BVPS 508 577 6.09 6.65 T.57
DPSi{HKD) 0.05 0.04 0.09 0.15 0.22
Growth & Margin

Growth

Revenue Growth 15.0% 6.8% 35.0% 20.0% 30.0%
Gross Profit Growth WA 26.9% 51.8% 26.0% 354%
Net Profit Growth 1092.9% T0.7% 75.8% 63.5% 45.7%
Margin

Gross Profit Margin 33.7% 40.0% 45.0% 48.0% 50.0%
Net Profit Margin 51% 8.1% 10.6% 14.5% 16.2%
Key Ratios

ROE 2.42% 3.64% 6.06% 9.07%  11.61%
ROA 0.88% 1.46% 2.43% 3.71% 4.93%
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Consolidated Statement of Financial Position

Dec Y/E, RMB mn FY22 FY23 FY24E FY25E FY26E
Current assets

Inventaories 46706 51546 6080.2 68983 8622 9
Accounts receivable 216.5 2278 3106 37238 484.6
Cash and cash equivalents 35832 29161 3764.9 53794 ™mry
Others 44805 47384 45332  M152T7 34841
Total current assets 129508 130369 146890 168031 205092
Non-current assets

PPE 160036 164950 168636 173338 178172
Others 169332 173356 180875 190047 200471
Total non-current assets 32936.8 338306 349511 363385 378643
Total Assets 458875 468676 496400 531416 583735
Current liabilities

Accounts and bills payables 4306 520.8 581.2 659.4 824.3
Bank borrowings 93225 48243 49551 47013 48106
Others 58181 68987  T4182 80323 87589
Total current liabilities 166712 122438 129545 133930 143938
Non-current liabilities

Bank borrowings 2158.0 49431 57028 6471.8 70217
Others " oB1108" 74364 75108  TE111 TATT
Total non-current liabilities 10268.8 123795 132136 140829 147694
Total liabilities

Equity attributable to equity holders of the Company 16610.0 188619 199028 21763.0 247887
Non-controlling interests 34375 33824 35691 3902.6 44416
Total equity 200475 222443 234718 256657 292103
Total liabilities and equity 458875 468676 496400 531416 583735

Consolidated Statement of Cash Flow

Dec Y/E, RMB mn FY22 FY23 FY24E FY25E  FY26E
CFO 693.1 18326 33325 47863 55943
Profit before tax 739.4 1126.5 20204 32811 4862.0
Depreciation and Amortization 986.2 996.2 1038.5 10674 1097.2
Change in working capital -516.5 -419.4 -948.0 -802.0 -1671.5
Others -516.0 1293 12217 12404 13067
CFI -1955.2 19599 19769 -2066.5 18056
Purchase of property, equipment and intangible assets -1826.2 17757 -1B87.0  -1939.6  -19937
Others -130.0 -184.2 -90.0 -126.9 188.1
CFF 1825.3 -551.7 -506.8  -1106.0 12504
Cash received from borrowing 271821 673413 890527 1030424 1339551
Others -25366.8 -67893.0 -89559.5 -104148.4 -135205.5
Effect of exchange rate changes on cash

Net Change in Cash 563.2 -679.0 848.7 16144 25383
Cash, CE and Restricted cash at Beg 29982 35832 29162 37649 53794
Restricted currency funds for disbursements 217 12.0 0.0 0.0 0.0
Cash, CE and Restricted cash at Y/E 35831 29162 37649 53794 TO77

Current Price as of: 12 Feb
Source @ PSHK Est.
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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.
© 2025 Phillip Securities (Hong Kong) Limited
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