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Positioning for the epidemic
Delays in resumption of factory operations and inferruptions to

logistics as a result of the COVID-19 outbreak is hurting demand
and prices of base metals.

Battery materials the exception as Tesla signs major long-term
supply contracts.

Uncertainty over duration and magnitude of epidemic causing
capital to flow to gold.

Felix Lam #E5E
(852) 3911 8245
felixlam@ccbintl.com

Valuation for China metals and mining c@

Stock 4Mktcap  P/E(x) . EV/EBITDA (x) Dividend yield (%) = P/B (x) ROE (%) Netdebt/
Companies (rafing*) codé  (US$b) 2019F 2020F 2019F 2020F 2019F  2020F  2019F 2020F 2019F 2020F eqiy (%)
Shandong Gold (O) 1787HK | 136 307 173 122 91 046 1.1 RN 74 1.
Zijin Mining (O) 2899 HK | 156 218 202 @ 95 86 29 38 17 17 82 84 801
China Moly (O) 3993HK 157 612 319 | 160 145 09 74 19 18 31 58 442
Chalco (N) 2600 HK 70 742 400 | 93 95 A A 07 07| 13 .24 1347
Jiangxi Copper 358 HK 58 100 92 88 82 29 33 05 05 53 59 25.5

Honggiao 1378 HK 55 6.3 4.8 4.3 X0) 5.0 6.6 0.6 0.5 1046 59.9
Zhongjin Gold 600489 CH 49 109.3 967 185 17.6 0.2 0.2 25 24 24 46.9
Zhaojin Mining (O) 1818 HK 3.6 30.7 144 | 14.1 9.0 0.8 1.7 [} 1.6 59 83.0
Tongling Nonferrous 000630 CH 3.3 232 203 7.9 7.3 2.7 2.7 1.4 1.3 57.8
Shenzhen Zhongjin 000060 CH 2.1 15.1 140 7.2 7.1 2.0 2.0 1.3 1.2 i . 9.8

MMG (N) 1208 HK 1.9 4025 n/a 6.5 6.3 - - 1.5 1.5 04 -0.1 278.4

Note: Listed in order of market cap; bold nhames are our top sector picks ; data as of 14 Feb 2020
* CCBIS ratings: O=Outperform, N= Netural, U=Underperform, NR=Not Rated
Source: Bloomberg, CCBIS estimates

This research report has been created by CCB International Securities Limited. Analyst certifications and other important disclosures on last page
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Positioning for the epidemic

China is facing challenges from the outbreak of the COVID-19 virus. The extended
Chinese New Year holiday has come to an end yet some factories have yet to resume
normal operations. Meanwhile, logistics nationwide have been disrupted.

The overall slowdown in business activity has hurt demand for base metals. Copper,
aluminum, zinc and nickel are all being sold off in the commodity futures market. Prices for
key base metals have fallen 7% to 14% from their peaks in Jan 2020.

Gold, a fraditfional safe haven, has been well supported by investors concerned about
the duration and magnitude of the epidemic.

We do not expect dramatic changes in market senfiment for the major base metals or
gold in the next three-to-four weeks. Aggressive government stimulus policies, whether
fiscal or monetary, may not have an immediate effect on the domestic economy but
they could raise expectatfions of a recovery in industrial demand thereby triggering a
rebound in base metals prices and/or a correction of gold prices.

China is the world’s major consumer of metals

As a share of world (%)

90 -
80 76.8
70 1
4 57.1
0 51.9 49.9
50 1 45.9 44.7
401 31.4
30 A
18.

20 | 8.6
]O -J
O m

Population  Copper  Aluminium Zinc Nickel Gold Steel Iron ore

demand demand  demand demand demand  demand imports

Source: CCBIS

O\E%EEIFE

CCB International

China has a
substantial impact
on commodities
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A HZREFEFERARARES . BREFESERARAERER =) ARAR (ZIREFRER D A
RERZRITREARAR (BT 2EWEAR. AXABZEBHRENTRZRRME, BRRERIES
BRAR, EXHEARR /SMBRAR (G [ ZREFRES ) F3HEMRATSEMBRMAERRTEN
FOERMESETMEMEREMERER,. FRARRIE (FRARSERR) . HPRERRTNARN TR BEH
i, FAIEN, MAFEAEM. BREFSPIEEHEMARTRE, EARSZHTEEENRES. BT
REANEHLM, XSHEREHRFBINIBRLISRIER T EHALAM. TN, FEARAEERNR L RHER A,
BRIl —RINB L B AEM . EET BRI PREATUN, TR & EREAEREFMES SR & XAE
HERRARSIBR, SOARZEFTN,. MASGE, RERRTEII. KPR, TENRIFTRRRE
W, AXHESHESEMNEMNEERBZZMRIWMAER. WS, it @il &%, RSREFELE
R, BAHAEEmMEREKE. AXRESEENRE, EEMARESER TSN NENAMELSHEEM
i 5 B XBRBBEMERNNEmM T RMEASREN . ZREFRAE AR AR S P5 REIES
HAAMN (SEXRE) MEMPRER. AXPREMIESFIFESERGRIEERMN TR S R L8R
REWHITHE. BREMESRATEAACNERAXSZEATHEMS AR =ENEREEBERMAGILH
EfRE SRR (REEEMN. BEE. BR0. REMs. M. EIMe. SHRNSENLER) B
HEEARANSRE. AXARENIES. $MTASKBRAT—EBESMEREE. AUFHNEREEIG
REEEAERAFNMBUERL . REBRRSHEER, TEURAERESFHEEIES. sMIALERE
Bl ASTHMIE AR SUSASIE R B MR DR ERB RSP —MEEER, FRBITHANMRERAAE I
% MERARBRIELIMTMEE. FENFEIR () AARRIESHNIEFINEURRBZFIES
HIERATRE B PR RD; (1) EEARMARREARRES; i) ATPAEMIH, IFRRENAKBERN (2D
12 M), BSEXRIESFBARTRELAHORAOEBIITFE LXK EEFBERT, RREPRIVSAIES AR
ERERATEM BREEERDL; (V) RRERAZRIE, ERESFREZEIRL; UK (v) CEERNAIEEST
AXRREESFHAEXTREBNE, MERWE~ETFME. BEENE, RANBELAFENIESH AR,
BEARSEMEBRINITETR, ZFTETENNMERTEZZIESERNFME, BAESHEKIESNNETX.
ZEITRNZZEENR, FTERRAHREE. RERREMEFERNSENEERRRRAZATREE
EXEIEH. MAREMAER,. ERETENETLAESENKRIE L, BIREMERTENZFELRBRFEMIL
WER, BRRERESHAEERYE, TEEREREASE, TMMEEMRASKRE (FILAREERR).
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FRERE. TRBRTESBESTENGR. EMELATE=AFNERAHRRTEZRERNBIZE=ZFAF
FBTARSRENEBIE. FERUR/RELNERE, BREREARANE=FHANZE. RREBATR
AWE=APEEEN, BIEUEMERAERRSZZEFEZFHENAET . WHEASA AR ERHEX
. OEREREBHEEZBNAE, HEAATTERELMMELMIIRAE. WHEAMNETAEFER
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S5HEAEMEHAERETIANE FTEENEEIESALL, BIREFRIBEERTEENBFREEITHEIES
AIRMETNAR~RSRS. BATERERTRENASATERS SRS AL RAHRRE PAKAR S —
B, BZREESERLEFERENER, HENAKNERNEEXEEEN. BIREMESTEHAINERE
SRl S RESARBKBEFGIRNIERF, TATEENEFHREMNER/INEEREETHEY
A2, ZREFMESFBR NEFXAFEEEEMER. B2, WHETRIETERZRRIT. ZREIRES
NEMBIAUR/SESRIAR. EXRERARSSAXFHERANESRLITARITISER, SERITILS
FEERENS, HFRBITR / IRTEBZAHFAZFIES (REEMEXNKRED) BNE (F/30EFHE
MBRAE). Fit, wEEMTERRERESATREFEZMACENMOFEHR, MEREREFEIEE
M EEMSRE. toh, AXAHESBTESZRERESFREAL, RPERLIRITHEERR, JERE
PMEREH AR A RNELARISMER . AXPREEN~6E, K5 E5F. EMTREFITULRR, RAERE
PREGHLAFIE AL FRTiR M, AXTRIRBATERF.

WETRIEEE X ASE S F FIZE I S RFBZIREFMESEERHEA, BHEAXHERLENR. EIZH
AIAT, EREBINEREFMESRIBEXEBIRZGIAEEREEXRENARER, BERAITHERRRY
MAEANL. LEAXRATNE FRIEZEIESFEHTRIREMERS ABNEEXEAL, EFEUEEARE
EREESADEEZXZEREMEMEEAL. EAATREEFHEEAL GRIBEE (Z55%E) 3t 1986
F (ZEERFRBCE (BID) BESD, MARRBLLRENESHITEMESEIIHEXEMTANRZS,

Wik 232 F RIS, BNMETERERESN (KE) 2R#HT. BRIERIBEREE, FAXEHTREEESR
EESASHEZEARMMER, RPEREANARALT (REXTS, FEEEFE. RIREE). mRUE
MAREERAMRRSHNERREMRIBEFRSILTETAL, EREMESNEZFBIREMTRE
FITABANRIBEAIRE. AANECEBLE FIRE, MEFHHI%, PBZEFHEREIRERLR, BAE
SRIREREEL. PR, FR. B RAHATE, FB%S. Bit, ZIREFRMESITE FEEN AT AT

SMEMEIR, FARBERAATE. AXPAHOKERZREMESH, NREEEEETERRR.

EFMEHDL: AXTHER/MARARRER Gim) ARLA (BIRERHME) (REEMHRS
201531408W) HISMNEIS IHIGZREPMESFBRAR (“ZIREPMES") =Rit. EREFRHMBEFEHMKE
MEEEMANEATIARSER, TRTEEEE. ZATHRT MRS FRIRIESMERRETD FHizfH
FERS, FERFME Financial Advisers Act MBI & HEMA R TR R S HIER 5 M S w5
BIREFRES AT LURIEHI N Financial Advisers Regulations 58 32C &z SEREFRFMEN RN £ 52/
MRS, BREFMESETERG TRELXES/MRREHITT. FmgiElEidd+ 65-68071880 5
EIREFRHINKIAR, BRSZESSIENREZEINER.

OFREPFMERFAMAT 2020, AXFHERAMFRES. MANBERAREBR [ZREFESEGRAE | BT
hERIRIRIT. BREFFERMN/SIEREFRESFEM R IETMEIR. BE, EEYR. BRIESEHHA,
AR AR EREFMER A REFREMEFNPHRE, AXREAXFHENBITEE
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