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ZIJIN MINING GROUP CO., LTD. (� � � � ) 
 

Sector : Commodities Chairman : Chen Jinghe 
HKSE Code : 02899    
Market Price : HK$6.32 (29/07/2008)    
HSI : 22,258.00 (29/07/2008)    
H share Issued : 4,005.440 million    
H-share Mkt. Cap. : HK$25,314.38 million    
52 weeks Hi/Lo : HK$14.60 / HK$4.08    

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

 

Interim Results Highlights 
 

 1H2008 1H2007  
 RMB million RMB million Change 
·  Turnover  8,212.7  6,673.4  +23.1% 
·  Gross profit 3,322.1  2,566.0  +29.5% 
·  Share of profits of associates and jointly 

controlled entities 26.4  51.1  -48.4% 
·  Profit attributable to shareholders 1,742.4  1,201.8  +45.0% 
    
 RMB  RMB   
·  EPS – Basic 0.13 0.09* +45.0% 
·  DPS – Interim - - N/A 
 

Remark: (*) the 1H07 EPS was revised in accordance to the assumption that Zijin’s A-share issue was completed during 
the first half of 2007. 

·  Zijin Mining reported a 45.0% y-o-y jump in net profit to RMB1.74 billion for the six months ended 30th 
June 2008, driven by production output and sales growth, strong gold prices as well as contribution 
from the newly developed mines.  

·  EPS for the first half was RMB0.13, compared with RMB0.09 in 1H07. No interim dividend was 
proposed (1H07: nil). 

·  Turnover grew 23.1% y-o-y to RMB8.21 billion on robust volume growth and rising gold and copper 
prices as well as a jump in revenue from the iron ore operation. Gross profit rose 29.5% to RMB3.32 
billion in 1H08, while gross profit margin was slightly improved to 40.5% in 1H08 from 38.5% a year 
earlier.  

·  The Group produced 26,709 kg of gold in the first half, of which 13,758 kg was ore-produced gold, 
representing growth of 19.9% and 34.0% y-o-y, respectively. In terms of ore-produced gold, Zijin 
grasped a market share of 13.1% in 1H08 in the PRC, up from 10.50% in FY07.  

·  Zijin completed its A-share listing in April 2008, issuing 1.4 billion A shares at RMB7.13 each for 
RMB10 billion, boosting its issued share capital by 10.7% from a year earlier. 



EAST ASIA SECURITIES COMPANY LIMITED 
 

 
 
 
 
 

 

2 
 

 

Business highlights 

Breakdown of turnover by products 

 Unit price Volume Revenue 
 1H2008 1H2007 1H2008 1H2007 1H2008 1H2007 Change 
 (RMB)   (RMB million)  
Gold 204.75 / g 163.17 / t 25,920 kg 23,927 kg      5,307.1      3,904.4 +35.9%
Copper concentrates 48,915 / t 46,236 / t 20,622 t 19,196 t      1,008.7         887.6 +13.7%
Copper cathodes 54,539 / t 51,321 / t 3,883 t 2,868 t         211.8         147.2 +43.9%
Zinc bullion 15,956 / t 25,767 / t 49,880 t 57,365 t          795.9      1,478.1 -46.2%
Zinc concentrates 8,764 / t 17,851 / t 2,117 t 3,365 t           18.6           60.1 -69.1%
Iron concentrates 1,130 / t 390 / t 370,945 t 453,908 t         419.3         176.8 +137.1%
Others             557.2           84.5 +559.6%
Less: Sales tax & levies      (105.9)  (65.2) +62.4%
Total          8,212.7      6,673.4 +23.1%

 

Gross profit margin analysis by segments 

 1H2008 1H2007 Change 
Gold (gold and gold concentrates from mines) 69.62% 67.72% +1.90 ppt 
Gold (processed gold from refinery) 0.22% 0.42% -0.20 ppt 
Copper concentrates 75.52% 78.50% -2.98 ppt 
Copper cathodes 73.65% 66.95% +6.70 ppt 
Zinc concentrates 43.86% 70.98% -27.12 ppt 
Zinc bullion  15.98% 27.25% -11.27 ppt 
Iron concentrates 81.64% 58.17% +23.47 ppt 
Overall (including refined products) 40.45% 38.45% +2.00 ppt 
Overall (excluding refined products) 73.09% 69.26% +3.83 ppt 

 

·  In 1H08, the Group’s gold output jumped 19.9% y-o-y, of which ore-produced gold output was up a 
sharp 34.0% y-o-y at 13,758 kg. Of the ore-produced gold output, 61.3% was from Zijinshan Gold 
Mine (

���������

), 10.6% from Shuiyindong Gold Mine ( �
	��

���

), 5.7% from Hunchun Zijin ( ��


���

), and the remaining 22.4% from others. Refined gold output amounted to 12,951 kg in 1H08, up 
7.9% y-o-y. The Group’s average selling price (“ASP”) of gold for the first half was RMB204.75 per 
gram or about US$910 per ounce, up a robust 25.5% y-o-y. Revenue of the gold segment totalled 
RMB5.3 billion in 1H08, up 35.9% y-o-y and accounting for 64.6% of the total (1H07: 58.5%). 

 
·  Zijin produced 23,995 tonnes of copper during the first half, up 12.3% from a year earlier. Revenue 

from the segment totalled RMB1.22 billion, up 17.9% y-o-y and represented 14.9% (1H07: 15.5%) of 
the Group’s total. Zijin’s zinc sales and output volume dropped significantly during the first half, as the 
Group held back production amid a drop in zinc prices. In 1H08, the Group produced 69,182 tonnes of 
zinc, down 12.2% y-o-y, and sold about 52,000 tonnes of zinc concentrates and bullions, down 14.4% 
y-o-y. In 1H08, the Group’s ASP for zinc concentrates and zinc bullions tumbled 50.9% and 38.1% y-
o-y, respectively, leading to a 47.1% y-o-y fall in the revenue of the segment. 

 
·  The iron segment was one of the Group’s key growth drivers in 1H08, with output up a solid 14.1% y-

o-y. Despite an 18.3% y-o-y drop in sales volume, a 190.0% rise in iron concentrates ASP helped lift 
the segment’s revenue by a robust 137.1% y-o-y to RMB419.3 million in 1H08, accounting for 5.1% 
(1H07: 2.6%) of the Group’s total. 

 
·  As of 30th Jun 2008, Zijin had 663 tonnes of gold revenue, 9.37 million tonnes of copper reserve and 

3.15 million tonnes of zinc reserve, little changed from 638 tonnes, 9.37 million tonnes and 3.19 
millions as at the end of FY07, respectively. 
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Outlook & Prospects 

·  FY2008 production plan proceeding as planned According to the first-half production figures, Zijin 
has completed 46.3% of its full-year ore-produced gold output target, 40.7% of that of copper and 
46.4% of the zinc output target. Management of the Group revealed that they would stick to the full-
year output estimate, as some of its mines have higher output volume in the second half due to 
seasonality (shut down during winter days). 

·  Little progress in overseas operations Over the last couple of years, the Group has sealed several 
mine acquisition overseas, including the ZGC Gold Mine project in Tajikistan and the Rio-blanco 
project in Peru. However, we saw little progress in the operation of these projects during the first half, 
and business integration may take some time before making a significant contribution to Zijin. 

·  Continued effort in reserve exploration During the first half, Zijin obtained 11 new exploration rights 
and disposed of 6 existing rights. As a result, the Group held 177 exploration rights at the end of 
1H08, covering a gross area of 5,212 sq km. Besides, the Group also added 7 new mining rights in 
1H08 and had two rights cancelled and transferred out. As such, the Group held a total of 39 mining 
rights as of the end of June, covering an area of 88.6 sq km. 

·  Proceeds from A-share issue 54% invested Zijin raised a net proceeds of RMB9.807 billion from its 
A-share issue in April. Management of the Group revealed that RMB5.3 billion of the net proceeds 
was invested in various construction projects and acquisitions. Some of these projects like the 
Hunchun Zijin Shuguang Gold and Copper Mine technological innovation project and the 200 tonnes 
daily gold processing and refining project were completed and would start contribution in the second 
half. 

·  Disappointing profit margin from gold operation The gross profit margin for the Group’s ore-
produced gold improved slightly from 67.72% in 1H07 to 69.62% in 1H08. The rise of 1.9 percentage 
points in gross profit margin was somehow disappointing given a sharp 25.5% rise in average selling 
price of the Group’s gold products. We may see downside risk at the Group’s profit margin ahead, 
given weaker efficiency and lower profitability of the newly added gold mines as well as a possible fall 
in gold prices. 

·  Retreat in gold prices poses a big treat to Zijin The Group’s strong first-half results were supported 
not only by strong sales volume but also rising product prices. Nonetheless, investors should note that 
there may be downside risk in international gold prices, if the US dollar reverses its downward trend 
over the past year. 

·  Unattractive valuation Zijin Mining continues to grow its diversified business model via both domestic 
and foreign expansion. Nonetheless, trading at 22x FY08E P/E, the counter’s is unattractive given 
slow progress of its business expansion overseas and product price risk ahead.  

 
Recommendation: SELL 
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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. 


