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COMPANY RESULTS

Ganfeng Lithium Co (1772 HK)

1H21: Strong Results In Line; Keep Earnings Growth Momentum Amid Lithium
Industry Boom

Ganfeng Lithium posted a strong set of 1H21 results, with net profit up 804%yoy to
Rmb1.45b and gross margin expanding 15.6ppt to 34.9%, mainly driven by ASP hikes of
lithium compound products. Lithium compounds are seeing another round of price
hikes in 3Q21, and management expects the supply tightness to continue in 2H21 and
early-22. Ganfeng is maintaining its aggressive capacity plan with overseas expansion.
Maintain BUY. Raise target price to HK$203.00.

1H21 RESULTS

Year to 31 Dec yoy qoq yoy
(Rmbm) 1H20 1H21  %chg 2Q20 1Q21 2021  %chg %chg
Revenue 2,387 4,025 68.6 1,308 1,607 2,418 50.5 84.9
Gross profit 462 1,405 204.2 252 500 905 81.1 259.4
SG&A (131) (274) 108.8 (63) (94) (180) 91.1 186.3
Operating profit 331 1,131 242.1 189 406 725 78.8 283.7
Net finance cost (121) (143) 18.2 (60) (49) (94) 89.6 56.0
PBT 190 1,638 762.2 167 533 1,106 107.6 563.1
Tax (34) (277) 424.8 (16) (39) (138) 254.3 761.4
Net Profit 156 1,415 804.4 149 476 939 97.2 531.4
Gross margin (%) 19.4 349 15.6 19.3 311 374 6.3 18.2
EBIT margin (%) 13.9 28.1 14.3 145 253 30.0 4.7 15.5
Net profit margin (%) 6.6 35.2 28.6 11.4 29.6 38.8 9.2 215
Source: Ganfeng Lithium - H, UOB Kay Hian

RESULTS

¢ 1H21 results in line with management guidance. Ganfeng Lithium announced a 1H21 net
profit of Rmb1,415m, up 804.4% yoy, in line with the company’s previous earnings guidance
of Rmb1,300m-1,400m. 2Q20 net profit rebounded by 531% yoy to Rmb939m.

¢ Recurring profit up 380.6% yoy to Rmb835m. Stripping out the one-off items (Rmb543.9m
fair value gains from of Pilbara Mineral (PLS AU/NR)), core net profit grew 380.6% yoy to
Rmb835m in 1H21. Gross margin expanded to 34.9% in 1H21, among which gross margin
of lithium compound related products expanded by 21ppt to 41.4%, driven by ASP hikes of
lithium carbonate and lithium hydroxide products.

KEY FINANCIALS

Year to 31 Dec (Rmbm) 2019 2020 2021F 2022F 2023F
Net turnover 5,246 5,489 10,926 13,836 14,943
EBITDA 1,032 1,127 3,687 4,656 4,903
Operating profit 806 785 3,210 4,116 4,266
Net profit (rep./act.) 237 992 2,659 3,373 3,465
Net profit (adj.) 237 992 2,659 3,373 3,465
EPS (Fen) 18.2 76.7 204.8 258.6 265.7
PE (x) 794.8 188.6 70.6 56.0 54.5
P/B (x) 22.4 17.5 154 12.8 10.9
EV/EBITDA (x) 287.0 262.9 80.3 63.6 60.4
Dividend yield (%) 0.2 0.6 0.4 0.5 0.6
Net margin (%) 4.5 18.1 24.3 24.4 23.2
Net debt/(cash) to equity (%) 34.2 41.0 28.7 9.7 (5.2)
Interest cover (x) 5.0 4.2 8.5 10.4 14.2
ROE (%) 29 104 23.2 25.0 21.6
Consensus net profit - - 2,340 3,525 4,209
UOBKH/Consensus (x) - - 1.14 0.96 0.82

Source: Ganfeng Lithium - H, Bloomberg, UOB Kay Hian

BUY

(Maintained)

Share Price HK$174.20
Target Price HK$203.00
Upside +16.5%
(Previous TP HK$142.00)

COMPANY DESCRIPTION

Ganfeng Lithium Co Ltd researches and

produces lithium products. The Company
produces and sells lithium metal, lithium
aluminum hydride, lithium fluoride, lithium

chloride, and other chemical products of

lithium.
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o Steady growth of lithium battery business. Revenue from the lithium battery business
surged by 84% yoy with mild margin expansion of 1ppt to 17%. Ganfeng Lithium has set up
a lithium battery JV to operate battery related business, including solid-state battery,
consumer battery (3C), lithium phosphate battery (LFP), etc.

STOCK IMPACT

o Lithium compounds are seeing another round of price hikes in 3Q21. Prices of both
lithium carbonate and lithium hydroxide have continued to trend up in 3Q21. Data suggests
that the domestic lithium carbonate (battery-grade) spot prices surged by 32% qgtd in 3Q21
(vs 1% yoy decline in 2Q21). Meanwhile, lithium hydroxide (battery-grade) spot prices have
also jumped by 30% qtd, (vs the 30% yoy growth in 2Q21). Management expects the tight
supply in lithium ore/lithium compound products to sustain, as capacity ramp-up will be
limited in 2H21 and early-22.

Aggressive capacity plan with overseas expansion. Ganfeng Lithium targets to build no
less than 200,000 tonnes of LCE capacity before 2025 and 600,000 tonnes of LCE capacity
in the long term, representing 25% of global market share. It has four key overseas projects
under construction, which are: a) Cauchari-Olaroz Brine in Argentina with annual production
capacity of 40,000 tonnes of LCE and first production in 2022; b) Mariana Brine in Argentina
with 20,000 tonnes capacity of lithium chloride; c) Sonora Clay in Mexico with 20,000 tonnes
of LCE production capacity and first production in 2024, and d) Spodumene mine in Mali
which is in the earlier stage of exploration.

Ganfeng Lithium is a sure beneficiary of the EV boom - our long-term top buy in
lithium names. We re-iterate our view that Ganfeng Lithium is set to benefit from rising
demand for high-grade lithium products. With the rise in self-sufficient rate of lithium
resources in the next 3-5 years, we believe Ganfeng Lithium will further strengthen its
advantages in production costs, industry-leading technology and know-how going forwards.

EARNINGS REVISION/RISK

o We revise up our net profit forecasts by 23%/9%/6% for 2021/22/23 respectively , mainly to
factor in higher-than-expected lithium compound prices assumptions in 2021-23.

EARNINGS FORECAST CHANGES

Rmbm Old New Chg%

2021F  2022F  2023F  2021F  2022F  2023F  2021F  2022F  2023F
Rev 10,049 13,054 14162 10,926 13,836 14,943 9% 6% 6%
NI 2,164 3,089 3,275 2,659 3,373 3,465 23% 9% 6%
EPS (fen) 165.9 236.8 251.1 203.9 258.6 265.7 23% 9% 6%

Source: Ganfeng Lithium - H, UOB Kay Hian
VALUATION/RECOMMENDATION

¢ Maintain BUY, raise target price to HK$203.00 (from HK$142.00).Factoring in continued
improvement in sentiment for the EV battery value chain in the mid-to-long run, our new
target price is at HK$203.00, derived from a DCF valuation, implying 65x 2022F PE. Maintain
BUY on Ganfeng-H.

¢ Raise Ganfeng-A’s target price to Rmb210 (from Rmb154.00). As the new target price
implies 5% downside against current share price, we downgrade to HOLD.

* Downside risks: Slower-than-expected penetration of EVs; significant reduction of lithium
content in EV batteries on technological breakthroughs; lower-than-expected lithium
compound prices.

CHINESE LITHIUM COMPOUND PRICE
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PROFIT & LOSS
Year to 31 Dec (Rmbm)
Net turnover

EBITDA

Deprec. & amort.

EBIT

Total other non-operating income

Associate contributions

Net interest income/(expense)
Pre-tax profit

Tax

Minorities

Net profit

Net profit (adj.)

CASH FLOW

Year to 31 Dec (Rmbm)
Operating

Pre-tax profit

Tax

Deprec. & amort.

Working capital changes
Other operating cashflows
Investing

Capex (growth)

Capex (maintenance)
Investments

Proceeds from sale of assets
Others

Financing

Dividend payments

Issue of shares

Proceeds from borrowings
Othersfinterest paid

Net cash inflow (outflow)

Beginning cash & cash equivalent

Changes due to forex impact

Ending cash & cash equivalent

2020
5,488.6
1,126.7
3416
785.1
600.6
(25.3)
(265.9)
1,004.5
(63.7)
(38.9)
991.9
991.9

2020
746.4
1,127.9
(63.7)
341.6
(1,892.1)
1,232.6
(3,955.2)
(3,441.0)
513
1,475.4
0.0
(2,040.9)
3,644.8
(387.8)
1,990.6
1,916.1
125.9
435.9
1,328.1
(54.5)
1,709.6

2021F
10,925.6
3,687.4
4772
3,210.2
200.0
88.7
(43L.8)
3,067.1
(306.7)
(10L.0)
2,659.4
2,659.4

2021F
3,246.9
3,067.1
(306.7)
4772
(311.1)
3204
(1,224.1)
(1,100.0)
(41.5)
(41.3)
0.0
(41.3)
(740.9)
(1,102.3)
(35.6)
397.0
0.0
1,282.0
1,709.6
0.0
2,991.6

2022F
13,836.0
4,655.7
539.6
4,116.0
200.0
1104
(447.6)
39787
(477.4)
(128.1)
33732
33732

2022F
41908
39787
(477.4)
539.6
(3185)
468.3
(1,317.5)
(900.0)
(151.3)
(133.1)
0.0
(133.1)
(731.2)
(797.8)
0.0
66.6
0.0
2,142.1
2,991.6
0.0
5,133.7

2023F
149434
4,903.0
6375
42655
200.0
1104
(344.2)
42317
(634.7)
(131.6)
34654
34654

2023F
43000
42317
(634.7)
6375
(299.2)
364.9
(949.6)
(700.0)
(19.3)
(115.)
00
(115.)
(1,178.5)
(1,012.0)
00
(166.6)
00
21719
51337
00
7,305.6

BALANCE SHEET
Year to 31 Dec (Rmbm)
Fixed assets

Other LT assets
Cash/ST investment
Other current assets
Total assets

ST debt

Other current liabilities
LT debt

Other LT liabilities
Shareholders' equity
Minority interest

Total liabilities & equity

KEY METRICS
Year to 31 Dec (%)
Profitability
EBITDA margin
Pre-tax margin

Net margin

ROA

ROE

Growth
Turnover
EBITDA
Pre-tax profit
Net profit

Net profit (adj.)
EPS

Leverage

Debt to total capital

Debt to equity

Net debt/(cash) to equity
Interest cover (x)

2020
6,102.2
7,143.4
1,709.6
7,065.2

22,020.4
2,287.9
1,789.9
3,816.2

708.0

10,705.6
2,7112.8

22,020.4

2020

20.5
19.9
18.1

55
104

4.6
9.1
209.4
3179
3179
3215

313
57.0
41.0

4.2

2021F
6,816.3
4,090.8
2,991.6
10,695.6
24,594.3
2,516.7
2,344.2
3,984.5
708.0
12,227.2
2,813.7
24,5943

2021F

33.7
28.1
24.3
11.4
23.2

99.1
221.3
180.2
168.1
168.1
166.9

30.2
53.2
28.7

8.5

2022F
7,269.8
4,308.8
51337
11,078.4
217,790.7
2,768.4
2,770.6
3,799.4
708.0
14,802.6
2,941.8
217,790.7

2022F

33.6
28.8
244
12.9
25.0

26.6
26.3
29.7
26.8
26.8
26.3

27.0
444

9.7
10.4

2023F
7,425.5
4,367.3
7,305.6
11,283.0
30,381.3
2,768.4
2,942.8
3,632.9
708.0
17,256.0
3,073.4
30,381.3

2023F

32.8
28.3
23.2
119
21.6

8.0
53
6.4
2.7
2.7
2.7

239
371
(5.2)
142
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (‘UOBKH”), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.
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Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst is based upon various factors, including UOBKH'’s total revenues, a portion of which are
generated from UOBKH's business of dealing in securities.

Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the
following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
the UK is intended only for institutional clients.

United This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.
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