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YANZHOU COAL MINING COMPANY LIMITED �� � � � � 
 

Sector : Materials Chairman : WANG Xin 
HKSE Code : 01171    
Market Price : HK$12.34 (25/08/2008)    
HSI : 21,104.79 (25/08/2008)    
H-share Issued : 1,958.40 million    
H-share Mkt. Cap. : HK$24,166.65 million    
52 weeks Hi/Lo : HK$17.94/HK$8.96    

 

SUMMARY OF THE INTERIM RESULTS FOR THE SIX MONTHS ENDED 30TH JUNE 2008 
 

Interim Results Highlights 
 

 1H2008  1H2007  
 RMB million  RMB million Change 
·  Turnover  12,177.4  7,019.5 +73.5% 
·  Gross profit 6,785.4  3,306.3 +105.2% 
·  Profit attributable to shareholders 3,912.6  1,502.4 +160.4% 
     
 RMB   RMB   
·  EPS – basic  0.80  0.31 +160.4% 
·  DPS – interim -  - N/A 
 

 
·  Yanzhou Coal Mining reported a robust 160.4% y-o-y rise in net profit to RMB3.91 billion for the six 

months ended 30th June 2008, mainly driven by sharply higher coal prices during the first half. 
 

·  Turnover jumped 73.5% y-o-y to RMB12.18 billion in 1H08, thanks to a 79.4% y-o-y rise in net sales of 
coal to RMB11.85 billion during the period, as strong demand for coal helped push up selling prices.  

 
·  The newly commenced operations – Yancoal Australia Pty (100% owned by Yanzhou Coal and 

commercial operations commenced since Oct 2006) and Shanxi Neng Hua (100% owned by Yanzhou 
Coal and commercial coal operations commenced since Nov 2006), contributed net sales revenue of 
RMB816.2 million in 1H08, up 47.4% y-o-y and accounting for 6.8% (1H07: 8.3%) of the Group’s total 
net sales.  

 
·  The Group has also started its coal trade business (resale of coal sourced from external mines) in the 

first half. The segment generated revenue of RMB765.3 million, comprising 6.5% of the Group’s total. 
 

·  Cost of sales and transportation totalled RMB5.39 billion, up 45.2% y-o-y. It was mainly driven by the 
purchase cost of traded coal as well as higher environment-related costs, land subsidence and 
compensation for the disruption on the surface of mining areas. As a result, the Group’s gross profit 
jumped 105.2% y-o-y to RMB6.79 billion, while the gross profit margin improved by 8.6 percentage 
points to 55.7% in 1H08 from 47.1% a year earlier.  

 

·  As of 30 June 2008, the Group had total debt of RMB789 million (31 Dec 2007: RMB330 million). With 
cash on hand of RMB8.37 billion, the Group remained at a strong net cash position of RMB7.58 billion 
at the end of first half, compared with a net cash of RMB5.39 billion as at 31 Dec 2007. 
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Business highlights 

·  Breakdown of net sales (i.e. gross sales net of transportation costs) by segments: 

(RMB million) 1H2008 % 1H2007 % Change 

Domestic (headquarters)        10,199.4  85.3%          5,616.3  83.9% +81.6% 
Export (headquarters)               65.0  0.5%             434.5  6.5% -85.0% 
Yancoal Australia Pty             673.9  5.6%             442.1  6.6% +52.4% 
Shanxi Neng Hua             142.3  1.2%             111.7  1.7% +27.4% 
Traded coal             765.3  6.4%                   -   - N/A 

Net sales of coal        11,845.9  99.1%          6,604.7  98.6% +79.4% 
Railway service income             111.9  0.9%               91.3  1.4% +22.6% 
Total net sales        11,957.9  100.0%          6,696.0  100.0% +78.6% 

·  Breakdown of sales volume of coal by products: 

(‘000 tonnes) 1H2008 % 1H2007 % Change 

Clean coal No.1             198.5  1.1%             381.2  2.2% -47.9% 
Clean coal No.2          4,677.7  25.3%          2,923.8  17.2% +60.0% 
Clean coal No.3          1,996.2  10.8%          4,956.2  29.2% -59.7% 
Clean coal – lump coal             651.5  3.5%             244.8  1.4% +166.1% 
Screened raw coal          6,676.7  36.1%          5,232.6  30.8% +27.6% 
Mixed coal and others          1,566.2  8.5%          1,772.5  10.4% -11.6% 

Subtotal for the Headquarters        15,766.8  85.2%        15,511.1  91.4% +1.6% 
Yancoal Australia Pty          1,001.7  5.4%             886.9  5.2% +12.9% 
Shanxi Neng Hua             601.9  3.3%             571.5  3.4% +5.3% 
Traded Coal          1,141.8  6.2% - - N/A 
Total sales volume        18,512.2  100.0%        16,969.5  100.0% +9.1% 

·  Yanzhou Coal produced 18.07 million tonnes of raw coal and sold 18.51 million tonnes of coal, down 
0.4% and up 9.1% y-o-y, respectively. Sales volume of the Group’s 6 headquarters mines in the PRC 
amounted to 15.77 million tonnes, up 1.6% y-o-y. It was due to an 87.4% drop in coal exports in the 
first half offsetting strong coal sales in the Mainland.  

·  Coal prices in the Mainland were up sharply during 1H 08, due to strong energy demand and tight 
supply on transportation bottleneck. The average selling price (ASP) of Yanzhou Coal’s domestic 
clean coal increased 86.2% y-o-y to RMB940.95/tonne, while the export ASP was up 18.3% to 
RMB397.59/tonne.  

 

Outlook & Prospects 

·  17.3 million tonnes of contract sales secured Yanzhou Coal has sealed 17.31 million tonnes of 
contract sales for 2008. It represented slightly over 50% of the Group’s full-year sales target. 
Nonetheless, Management said the Group would not sign any new sales contract for this year, in order 
to take advantage of the robust spot-market coal prices. For 2009, contract sales price is seen higher 
than that of 2008, due to the big gap between contract price and the high spot market prices. 

·  Not directly affected by the latest price cap on coal sales Yanzhou Coal revealed that it was not 
affected by Beijing’s latest decision to cap coal prices in Qinghuangtao, Tianjin and Tangshan, 
because it sold its coal products through other trading centres in the Mainland. Meanwhile, thanks to 
robust coal prices in China, Yanzhou Coal estimated that its net profit would grow no less than 260% 
y-o-y for the first three quarters, under PRC accounting standards, compared with a 240% growth in 
the first half. 

·  Good proxy for rising coal prices Cost pressure are mounting amid higher staff expenses and raw 
material costs, as well as a possible launch of resources tax in 2H08. Nonetheless, Yanzhou Coal’s 
strong profit margin is expected to stay intact, supported by strong coal spot prices as well as better 
expected prices for contract sales for next year. Trading at undemanding 8.5x FY08E P/E, we give a 
“HOLD” recommendation on the counter. 

 

Recommendation: HOLD 
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Important Disclosure / Analyst Certification / Disclaimer 
  
This document is published by East Asia Securities Company Limited, a wholly-owned subsidiary of 
The Bank of East Asia, Limited (BEA).  
 
The research analyst primarily responsible for the content of this report, in part or in whole certifies 
that the views on the companies and their securities mentioned in this report accurately reflect 
his/her personal views. The analyst also certifies that no part of his/her compensation was, is, or will 
be, directly, or indirectly, related to specific recommendations or views expressed in this report.  
 
This report has been prepared solely for information purposes and has no intention whatsoever to 
solicit any action based upon it. Neither this report nor its contents shall be construed as an offer, 
invitation, advertisement, inducement or representation of any kind or form whatsoever. The 
information is based upon information, which East Asia Securities Company Limited considers 
reliable, but accuracy or completeness is not guaranteed. Information and opinions expressed 
herein reflect a judgment as of the date of this document and are subject to change without notice. 
Any recommendation contained in this report does not have regard to the specific investment 
objectives, financial situation and the particular needs of any specific addressee. This report is not to 
be taken in substitution for the exercise of judgment by respective readers of this report, who should 
obtain separate legal or financial advice. East Asia Securities Company Limited and / or The BEA 
Group accepts no liability whatsoever for any direct or consequential loss arising from any use of 
this report or further communication given in relation to this report.  
 
At time of this report, East Asia Securities Company Limited has no position in securities of the 
company or companies mentioned herein the report, while BEA along with its affiliates and/or 
persons associated with any of them may from time to time have interests in the securities 
mentioned in this report. BEA and its associates, its directors, and/or employees may have positions 
in, and may effect transactions in securities mentioned herein and may also perform or seek to 
perform broking, investment banking and other banking services for these companies.  
 
BEA and/or any of its affiliates may beneficially own a total of 1% or more of any class of common 
equity securities of the subject company or companies mentioned in this report and may, within the 
past 12 months, have received compensation and/or within the next 3 months seek to obtain 
compensation for investment banking services from the subject company or companies mentioned 
in the report. 
 
This document is not directed to, or intended for distribution to or use by, any person or entity who is 
a citizen or resident of, or located in, any locality, state country or other jurisdiction, publication, 
availability or use would be contrary to law and regulation. 


