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Buy
Buy

Rating 1.00
- Previous Rating 1.00
Target Price (HKD) 15.80
- Previous Target Price (HKD) 17.55
Closing Price (HKD) 11.16
Expected Capital Gains (%) 41.6%
Expected Dividend Yield (%) 2.6%
Expected Total Return (%) 44.2%
Raw Beta (Past 2yrs w eekly data) 0.88
Market Cap. (HKD bn) 32,530
Enterprise Value (HKD mn) 31,470
52 w eek range (HKD) 8-18.6

Closing Price in 52 w eek range
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Key Financial Summary
FYE 12/10 12/11F
Revenue (RMB mn) 4,098 5,741
Net Profit, adj. (RMB mn) 1,242 1,723
EPS, adj. (RMB) 0.41 0.57
P/E (X),ad;. 22.3 16.0
BVPS (RMB) 1.85 2.26
P/B (X) 4.9 4.0
DPS (RMB) 0.30 0.21
Div. Yield (%) 3.28% 2.30%

Source: Bloomberg, PSR est.

*All multiples & yields based on current market price
Valuation Method
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Fig 1. Gross profit margin trend of gold manufacturers
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Fig 2. Rapidly increased proportions of expenses to
revenue of Zhaojin Mining in 1H12
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Fig 3. Rapidly expanded gold resource (tons)

@ Total gold mining resources wolume O Gold minable reserves

600

500 —
400

300

|

2006 2007 2008 2009 2010 2011

Source: Company reports, Phillip Securities

SESRERIFTR

FEEIS - £ 2011 4EAIT 7 1921 ST/ FRTHTE TR,
B SEAIEHERS TS A B EHIES - HRERERT - ML
Fy » SMERFHERCATR - RARE RS TRE -

Bt o BIET 3R G TR B BORIAER » iRy
8 & BILZ RO SR 1T AT AE 580 50 1 S5 e 2 R I /i I 5l 8 ol
A0 G3Ah o BRI TTREE S BV TR - T IR SE e
AL BN 2 H I IO - FRIESE BRSPS R A B THHY
MG 5 PR AT RE R T AE AN A LATR SR I BE 2 Y S o7 TR
fiti - SRFEFEHAYE o H AT IR B E R RSN BUR E R BE
77 BN R SR E R @ IR R MERF (R AL - BAMIPAS
QE3 T NFHEH AR HEE ALK - 38K ¥ SETT R B
J10 IEMTEEA R -
Fig 4. QE policies benefited the gold

20f2



HEWsE (HK.1818)
Phillip Securities (Hong Kong) Ltd Research

5 September 2012

Eha-ty b
Fating speadiion
A i G0 IET
3 B WA - 13 A R003 .

LEE ] Gk pier + 19% 1

- &1 ; F g
L 25 Sop MO - 38 Mgy 2050 ¢ i

Tk prioes 0% T e et at

LSS SR

o %w B
Ladded pwless o+ 165%

TEEEEEEEE R EEEE
T EER RS 'y
2al EPBEFE 2 b3

Source Bloomberg, Phillip Securities

HR - HEa TR RN S - 8 £ R AR
MEFACRTFTRE - A AL EHE FORUN nE e b R st A
RO RDEBRHIAIRE BB R BTTE 4 %
R R St rT RS AIIRE -

R HEA 9 Ak - B ~ EsE# s SIRE Bl
HAAHRBHENT - HE TR 2 AR R

&
SEEFIAR R THY] |
I FIRREANER e O
BRIRTGRFRBIRAIE -

RBHEREA

PTG s A R P R IAE R 5 [ THIGHRER - KRR Tt
1 WK - AFafdiA - BAMTHRHHESIESE 2012 - 2013 4E
BRI RES] 64.58 (57T ~ 79.56 {BUL - 1R 7351 5
18.73 fEICH1 22.69 (B0 » HTE& it 0.64 JrEd 0.78 It »
SRR 12.7% ~ 21.1% o
fEETTH > < B R IFRIERIEE T KR > Bl
PATHE AN E - ARIEERPIETHERE 23.8 {5 - FEHE
MESE R BRI RAFRRE - FRAMTRG T HE E 2012 Rl
20 FERHIEZRA - 12 i H HEMEE 15.80 @ BifEf
VYR RE, MR AT -
Fig 5. Valuation comparison

—— P/E ——Average P/E P/B-L

9 40
8 // 135
7 130
6 \ 4 /\\ N“J\\l\ AAA,/\ //I\ 12
5 F W\

1 20
4 L
2+ 4 10
1F 5

255585
Source: Bloomberg, Phillip Securities

30f3



SR (HK.1818)

Phillip Securities (Hong Kong) Ltd Research
5 September 2012

Profit model (RMB mil 2000 2011 2012 2013 JBalance sheet (RB mil) 000 2011 201E 201
REVENUE 4098 | 5741|6458 | 7,956 | |Totalassets 938L| 13291| 16775| 17676
Costof sales (L787)[ (2677)] (2867) (3620)| |Total non-Current assets 1232 9329| LL473| 13174
Gross profi 2311 3064( 3591| 4336 | |Property, plantand equipment 3691 4927 6080 7120
Other revenue and gaing 123 12| 18] 148 |Intangible assets 2033 3178 35001 3880
Selling and distribution costs (B) (6]  (85)]  (95)| |Total currentassets 21491 3962 53011 4502
Administrative expenses (647l (615)]  (T70)]  (930){ |Cashand cash equivalents 82| 1246| 1562( L1172
Other operating expenses (109)f  (138) (L35)]  (165)] |Prepayments andotherreceiabley 373|521 868 | 1129
Operating profit L0 2317 2729|3294 [Iventories 19| 2131 L1800( 2000
Finance costs @ (98 (5] (250)( |Total liabiliies 3632| 6204 8398| 7608
Share of profitand loss ofan assoc] 4 1 9 12 | {Total current iabilifes 1478 391L| 5822| 4968
PROFIT BEFORE TAX 1652 2287 2523| 305 | [Interesthearinghankandotherbof 370 1510( 1550| 1750
Income taxexpense (410))  (o64)  (568)|  (688)| |Tradke payables MT| 1538 L16| 1204
PROFIT FOR THE YEAR 1242 1723 1955|2369 |Other payables and accruals 483 501|550 600
Minorityinterests (@) 6 (6 (100)| |Total non-current liabilies 2054 2383 2516| 2640
NetProfit 1202 1662 L1873| 2269 |Interesthearingbankandotherbof 71| 158 100{ 100
EPS (RMB) 041) 057 064 078 | |Deferred taxliabiliies 5T 416 674 128
Divicends 81| 612 702 851 [Corporate bond 1490 1491 LA93| 1495
DPS(RMB) 030] 020 024{ 029 [Total equiy 5776| 6997| 8317| 10068

Divicend payoutratio 36.36%| 36.82%| 37.50%| 37.50%| (Equityatiibutableto owners ofthe{ 5387 | 6584 | 7756| 9322
Growth & margins (% 000 2011 20126 2013 PEAENGIE 185 226 266] 320

Retente o 651 010K 120%] 23200k
Gross Profitgrowth 5045%| 3259%| 17.19%| 20.76%| |Assetiabilty Rafio 38.72%| 47.36%| 5006%| 43.04%
NetProfitgrowth 5041%| 38.27%| 12.70%| 21.11%| Currentratio 150 101) 091 09t

Average Payable Tumover 353 6310 17275 12451
Gr0ss proft margin 56.39%| 53.37%| 55.60%) 54.50%| (Inventory Tumover 12808| 19838 25020( 19157
Net profit margin 29.33%| 2895% 29.00%) 28.51%| |Average assets Tumover 71999| 72072| 84964| 79022
ROA 13.38%)| 14.66%) 12.46%| 13.7%| (Average Equity Tumover 44333 38054| 40524 30174
ROE 24.15%| 27.7T%| 26.12%| 26.57%

(Loss)lProfit before tax 1§52 2281 2523 3056 PEX 22| 1603) 1428 171
Netcash fows from operating acti{ 1084 |  1453|  474| 3260 | PBX 4941 404 343 286
Net cash flows from investingactiviti| (L873) (L68Y)| (L7L5) (L,700)
Netcash fows from fnancing acif ~ (639)] 692 | 1557| (1950)
Netchange (L428)| 464 316] (399)

4 of 4



HEWsE (HK.1818)
Phillip Securities (Hong Kong) Ltd Research

5 September 2012

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.

© 2012 Phillip Securities (Hong Kong) Limited
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