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Target Price Change 26 September 2023

BUY
26% side
Target price: HK$1.60
Prior TP: HK$1.40
1164 HK Price: HK$1.27
TP basis: SOTP
Sector rating: NOT RATED
Forecast Revisions (%)
Year ended 31 Dec 23E 24E 25E
Revenue (28.2) (39.4) (23.4)
Core EPS (8.5) 11.9 14.2
Source: BOCI Research estimates
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Turnover CGN Mining HSI

HK$ Turnover (HK$ m)

(%) YTD 1M 3M 12M
Absolute 56.8 46.0 53.0 35.1
Relative to HSI 74.9 47.8 63.0 36.7
Shares outstanding (m) 7,601
Free float (%) 32
Market cap. (HK$ m) 9,653
3M avg. daily turnover (HK$ m) 16
Net debt/equity (%) (2023E) 22
Major shareholder (%)

China Uranium Development 58
China SOE Mixed Ownership Reform Fund 10

Source: Company data, FactSet, BOCI Research
Closing prices are as of 25 September 2023
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CGN Mining
Uranium price hits post-Fukushima high
Uranium price underwent one of the strongest rallies in recent years, 
driven by the supply-side disruptions we discussed earlier. Spot price 
hiked by 17% MTD to almost $70 for the first time since Fukushima 
accident in 2011, raising risk appetite for global uranium miners. While 
CGN Mining (CGNM) is not perfectly exposed to the rapid rise in spot 
prices, it remains the key beneficiary of the uranium boom market 
within our coverage universe. We lift CGNM’s 2024-25 earnings 
forecasts by 12-14% to factor in our higher price assumptions. 
Reiterate BUY with a higher TP of HK$1.60, implying 11x 2024E P/E. 

Key Factors for Rating
 Spot uranium price surge. It took almost 5 years for uranium to rebound 

from $20/lb to $40/lb from 2016-21, but less than three quarters to hike from 
$50/lb to $70/lb. As we previously discussed, recent supply-disruption events 
such as geopolitical turmoil and supply cuts, have tightened utilities’ awareness. 
The re-escalation of Nagorno-Karabakh region conflict, which stands in the way 
of alternative westbound route of Kazakhstani uranium export, did not help in 
cooling the sentiment. 

 CGNM is highly elastic to spot price movement, though not perfectly. 
As spot price already surpassed the fixed portion (40%) of sales price to CGNM’s 
parentco of $61.78/lb for 2023, CGNM may incur moderate gross losses on 
consolidated levels going forward according to the pricing formula. But it will 
remain perfectly elastic to spot price increase at JV/associate level, according to 
the arrangement. Netting the two factors, CGNM is roughly 60% exposed to spot 
price movements. 

 For its trading arm, the quick rise in prices could make it difficult for CGNM to 
match supply/demand pairs in the near term. This could drive down CGNM’s 
trading revenue and also lead to short-term accounting losses due to the timing 
mismatch between realised revenue (with lower prices) and inventory build-up 
(at higher prices). We cut CGNM’s 2023-25E revenue by 23-39% to reflect 
potentially muted spot trading activities in the next few years. 

Key Risks for Rating
 Unexpected disruption in JV/asso production/delivery; higher-than-expected 

production costs; unexpected nuclear accident.
Valuation
 Reiterate BUY rating. We lift CGNM’s 2024-25 earnings estimates by 12-14% 

respectively mainly to reflect our higher uranium price assumptions ($69/$73 for 
2024/25 respectively). Our new SOTP-based TP of HK$1.60 implies 11x 2024E 
P/E, which we deem reasonable for an upcycle metal miner. Note that the 
current forward curve implies higher ASPs for 2024-25, which could offer further 
upside to CGNM, in our view. 

Investment Summary
Year ended 31 Dec 2021 2022 2023E 2024E 2025E
Revenue (HK$ m) 3,860 3,649 5,558 5,290 7,749
Reported net profit (HK$ m) 178 515 658 1,120 1,328
Core EPS (HK$) 0.027 0.072 0.087 0.147 0.175
Fully diluted EPS (HK$) 0.027 0.072 0.087 0.147 0.175
Core P/E (x) 47.0 17.7 14.7 8.6 7.3
Fully diluted P/E (x) 47.0 17.7 14.7 8.6 7.3
EV/EBITDA (x) 61.7 82.0 24.0 484.7 295.7
P/B (x) 3.9 2.7 2.4 1.9 1.6
ROE (%) 8.5 18.7 17.8 24.8 23.8
Source: Company data, BOCI Research estimates
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Figure 1. Spot Uranium Price Has Risen by 44% YTD…
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Figure 2. …And Reached Post-Fukushima High After 12 Years…
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Figure 3. … While The Forward Curve Points to Even Higher Pricing In the 
Future
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Figure 4. CGNM’s Updated SOTP Valuation
Semizbay - U HK$ m 3,539
Ortalyk HK$ m 8,151

Attributable stake in Kazakh mines HK$ m 11,690

2024 EBITDA from offtake sales HK$ m (23)
EV/EBITDA multiples x 7.0
Offtake EV (158)

13.75% Fission stake @ market cap HK$ m 515
Holding company discount % 20
Discounted Fission equity value HK$ m 412

CGN GU @ acquisition HK$ m 66
Equity value HK$ m 12,010
Shares outstanding m 7,601
Equity value per share HK$/share 1.58
BOCI TP HK$/share 1.60
Source: BOCI Research estimates

Figure 5. CGNM’s Forward P/E Bands Figure 6. CGNM’s Forward P/B Bands
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Income Statement  (HK$ m)

Year ended 31 Dec 2021 2022 2023E 2024E 2025E
Revenue 3,860 3,649 5,558 5,290 7,749
Cost of sales (3,728) (3,549) (5,119) (5,269) (7,713)
Operating exp. (2) (2) (2) (2) (2)
EBITDA 131 99 439 22 35
Depr & amortisation 2 2 2 2 2
Operating profit (EBIT) 129 98 437 20 33
Net interest inc./(exp.) (48) (56) (110) (98) (85)
Other gains/(losses) 115 525 472 1,397 1,615
Pre-tax profit 197 567 798 1,318 1,563
Tax on profit (18) (52) (140) (198) (234)
Min. int./others 0 0 0 0 0
Net profit 178 515 658 1,120 1,328
Core net profit 178 515 658 1,120 1,328
EPS  (HK$) 0.027 0.072 0.087 0.147 0.175
Core EPS  (HK$) 0.027 0.072 0.087 0.147 0.175
Revenue YoY % 34.8 (5.5) 52.3 (4.8) 46.5
EBIT YoY % (7.9) (24.5) 347.1 (95.5) 68.9
EBITDA YoY % (7.9) (24.2) 340.7 (95.0) 62.6
Core net profit  YoY% 15.0 188.5 27.8 70.3 18.6
Fully diluted EPS YoY% 15.0 165.6 20.5 70.3 18.6

Source: Company data, BOCI Research estimates

Balance Sheet  (HK$ m)

As at 31 Dec 2021 2022 2023E 2024E 2025E
Cash & cash equiv. 81 52 1,586 1,577 1,661
Receivables 99 343 131 129 231
Inventories 1,743 2,048 1,312 1,288 1,943
Other current assets 9 2 4 4 4
Total current assets 1,933 2,447 3,033 2,998 3,839
Fixed assets 1 1 1 1 1
Total long-term assets 4,416 4,419 4,523 5,585 6,354
Total assets 6,350 6,866 7,556 8,583 10,193
Creditors 1,103 1,044 963 1,001 1,507
Short-term debt 2,637 1,005 1,073 1,073 1,073
Other current liabs. 14 14 46 46 46
Total current liabs. 3,754 2,064 2,081 2,120 2,625
Long-term borrowings 388 0 0 0 0
Other long-term liabs. 52 1,454 1,442 1,442 1,442
Share capital 66 76 76 76 76
Reserves/others 2,089 3,272 3,956 4,945 6,049
Shareholders' equity 2,155 3,348 4,032 5,021 6,125
M.I./Pref. shr/Oth 0 0 0 0 0
Total liabs. & equity 6,350 6,866 7,556 8,583 10,193
Per share  (HK$)
Book value 0.3 0.5 0.5 0.7 0.8
Tangible assets 0.3 0.5 0.5 0.7 0.8
Net debt/(cash) 0.4 0.3 0.1 0.1 0.1

Source: Company data, BOCI Research estimates

Cash-flow Statement  (HK$ m)

Year ended 31 Dec 2021 2022 2023E 2024E 2025E
Pre-tax profit 197 567 798 1,318 1,563
Depr. & amortisation 2 2 2 2 2
Net interest expenses 48 56 110 98 85
Chg. in working capital 234 24 1,167 65 (251)
Tax paid (19) (30) (140) (198) (234)
Other operating activ's (204) (520) (705) (1,397) (1,615)
CF from operations 258 98 1,232 (111) (450)
CAPEX (0) (1) (0) 0 0
Decr./(incr.) in invest. (3,374) 0 0 0 0
Other investing activ's 38 434 533 354 879
CF from investing (3,337) 434 533 354 879
Net incr. in equity - 776 - - -
Net incr. in debt 1,085 (623) 67 0 0
Dividends paid (33) 0 0 (132) (224)
Other financing activ's 929 (703) (264) (120) (120)
CF from financing 1,981 (550) (197) (252) (344)
Change in cash (1,098) (18) 1,568 (9) 84
Cash at start of year 1,175 81 52 1,586 1,577
Free cash flow to firm (3,079) 532 1,765 243 428
Free cash flow to equity (2,047) (159) 1,749 123 308

Source: Company data, BOCI Research estimates

Key Ratios  
Year ended 31 Dec 2021 2022 2023E 2024E 2025E
Profitability (%)
EBITDA margin 3.4 2.7 7.9 0.4 0.5
EBIT margin 3.4 2.7 7.9 0.4 0.4
Pre-tax margin 5.1 15.5 14.4 24.9 20.2
Net profit margin 4.6 14.1 11.8 21.2 17.1
Liquidity (x)
Current ratio 0.5 1.2 1.5 1.4 1.5
Interest coverage 2.6 1.6 3.7 0.2 0.3
Net debt to equity (%) 136.7 70.2 21.9 17.8 13.2
Quick ratio 0.1 0.2 0.8 0.8 0.7
Valuation (x)
P/E 47.0 17.7 14.7 8.6 7.3
Core P/E 47.0 17.7 14.7 8.6 7.3
Core P/E @ target price 59.2 22.3 18.5 10.9 9.2
P/B 3.9 2.7 2.4 1.9 1.6
P/FCF 32.5 93.2 7.8 NM NM
EV/EBITDA 61.7 82.0 24.0 484.7 295.7
Activity ratios
Inventory days 171.8 195.0 119.8 90.1 76.4
Accounts 
receivables days

21.9 22.1 15.6 9.0 8.5

Accounts payables days 61.8 110.4 71.5 68.0 59.3
Returns (%)
Dividend payout ratios 0 0 0 0 0
Return on equity 8.5 18.7 17.8 24.8 23.8
Return on assets 2.2 1.3 5.0 0.2 0.3
Return on capital 
employed

3.0 2.2 9.4 0.7 1.0

Source: Company data, BOCI Research estimates
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Certifications and Important Disclosures 

All views expressed in this material reflect the personal views of each analyst about any and all of the subject securities or issuer(s). 
In addition, no part of the analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or 
views expressed in this material.

Except as disclosed herein, each analyst declares that (i) neither he/she nor his/her associate has any financial interests in relation 
to the issuer(s) reviewed by the analyst, and (ii) neither he/she nor his/her associate serves as an officer of the issuer(s) reviewed 
by the analyst.For the purposes of these certifications, the term “associate” includes members of the analyst’s household as defined 
by the Financial Industry Regulatory Authority (“FINRA”).

Accordingly, none of the issuer(s) reviewed or any third party has provided or agreed to provide any compensation or other benefits 
in connection with this material to any of the analysts, BOCI Research Limited and BOC International Holdings Limited and any of 
their respective subsidiaries and affiliates (collectively, the “BOCI Group”). Analysts receive compensation based upon the overall 
revenue and profitability of the BOCI Group, including revenues derived from its investment banking business.

Member companies of the BOCI Group confirm that they, whether individually or as a group:

(i) do not own financial interests in an aggregate amount equal to or more than 1% of the market capitalization in any of the 
issuer(s) reviewed;

(ii) are not involved in any market making activities for any of the issuer(s) reviewed;

(iii) do not have any individual employed by or associated with any member companies of BOCI Group serving as an officer of any 
of the issuer(s) reviewed;

(iv) have not managed or co-managed a public offering of the issuer(s) reviewed within the preceding 12 months;

(v) have not received compensation or a mandate for investment banking services rendered from the issuer(s) reviewed within 
the preceding 12 months, or

(vi) do not expect to receive nor intend to seek compensation for investment banking services from the issuer(s) reviewed in the 
next three months.

This disclosure statement is made pursuant to paragraph 16 of the “Code of Conduct for Persons Licensed by or Registered with the 
Hong Kong Securities and Futures Commission” and is updated as of 22 September 2023. Waiver has been obtained by BOC 
International Holdings Limited from the Securities and Futures Commission of Hong Kong to disclose any interests the Bank of China 
Limited and its subsidiaries and affiliates may have in this material.

BOCI Rating Definitions : 

BUY  : Stock with expected total absolute return (including dividends) > 10% over the next twelve months
HOLD : Stock with expected total absolute return (including dividends) between -10% to +10% over the next twelve months
SELL : Stock with expected total absolute return (including dividends) < -10% over the next twelve months

OVERWEIGHT : Sector expected to outperform the market benchmark over the next twelve months
NEUTRAL : Sector expected to perform in-line with market benchmark over the next twelve months
UNDERWEIGHT : Sector expected to underperform the market benchmark over the next twelve months



                     

This material has been prepared and issued by BOCI Research Limited (“BOCI Research”), a company incorporated in Hong 
Kong and regulated by the Securities and Futures Commission in Hong Kong. The material is intended for general distribution 
to professional, accredited and institutional investors only and is being furnished on a confidential basis and solely for 
informational purposes. This material, its contents or any copy thereof may not be published, in whole or in part, for any 
purpose or altered, reproduced, redistributed or disseminated, directly or indirectly, to any other person, including the press 
or the media, without the prior written consent of BOC International Holdings Limited and any of their respective subsidiaries 
and affiliates (collectively, the “BOCI Group”). All trademarks, service marks and logos used or referenced herein are 
beneficially owned by one or more members of the BOCI Group.
The distribution of this material in some jurisdictions may be restricted by law or regulation. This material 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 where such distribution, publication, availability or use, would be contrary to law or subject BOCI 
Research and the BOCI Group to any registration or licensing requirement within such jurisdiction. Persons with possession 
of this material should inform themselves about and observe any such restrictions.
The information presented herein does not take into account the specific investment objectives, financial situation or 
particular needs of any particular investor and shall not be construed as investment, legal, accounting or tax advice, nor be 
deemed a representation that any investment or strategy is suitable or appropriate. The information contained herein does 
not constitute or form part of any offer for sale or invitation, or a solicitation or an offer to subscribe or purchase any securities 
or other financial instruments, and should not be used to form the basis of or be relied upon in connection with any contract 
or commitment whatsoever. The BOCI Group has not taken any steps to ensure that the securities referred to in this material 
are suitable for any particular investor, and the BOCI Group will not treat recipients as its customers by virtue of their having 
received this material. Investors should make their own independent judgment or consult independent financial or investment 
advisers before making any investment decision, and in determining the suitability or assessing the investment risks of any 
securities or other financial instruments.
Although information, opinions and estimates presented herein have been obtained or derived from sources believed by 
BOCI Research to be reliable, the BOCI Group nor its respective directors, officers, employees or agents have not 
independently verified the information contained herein, except to the extent required by applicable law and regulation. The 
accuracy and completeness of any information, opinions and estimates expressed cannot be guaranteed, and may reflect a 
judgement as at the date of publication by BOCI Research and may be based on a number of assumptions, which may not 
prove valid and are subject to change at any time. Accordingly, the BOCI Group shall not have any liability whatsoever (in 
negligence or otherwise) for any loss arising from any use of this material or its contents or otherwise except to the extent 
required by applicable law or regulation. As such, the information, opinions and estimates expressed herein are provided on 
an “as is” basis, and no representation or warranty, expressed or implied, is made as to the fairness, accuracy or 
completeness of such information, opinions and estimates. In addition, the BOCI Group may have issued other materials 
that are inconsistent with, or reached different conclusions or opinions from, those presented in this material. For the 
avoidance of doubt, views expressed in this material do not necessarily represent those of the BOCI Group. Each published 
material reflects the different assumptions, analytical methods and views of the analyst who prepared them.
Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, 
expressed or implied, is made regarding future performance. The price, value of and income from any of the securities or 
financial instruments can fall as well as rise and may not be readily realisable. It also may prove difficult to obtain reliable 
information about the value, or risks, to which such an investment is exposed.
This material may provide the addresses of, or contain hyperlinks to, various websites. To the extent that this refers to 
material outside the BOCI Group’s websites, the BOCI Group has not reviewed the linked sites and takes no responsibility 
for such content. Such addresses or hyperlinks (including addresses or hyperlinks to the BOCI Group’s own website material) 
are provided solely for convenience and information, and the content of the linked sites does not in any way form part of this 
material. Accessing such websites is at your own risk.
Investors should refer to the respective credit rating agencies (including Moody's, S&P or Fitch) for their rating definitions, 
methodology in evaluating the creditworthiness of the issuers and how the ratings are assigned. Rating agencies may change 
their ratings upon short notice. A change in ratings may affect the price of securities outstanding. Investors investing in fixed 
income financial instruments (such as bonds) denominated in non-local currency should be aware of the risk of exchange 
rate fluctuations, which may cause a loss of principal, and that there may not be a secondary market for such fixed income 
financial instruments. 
One or more members of the BOCI Group may, to the extent permitted by applicable law or regulation, participate or invest 
in financing transactions with the issuer(s) of the securities referred to in this material, perform services for or solicit business 
from such issuer(s), and/or have a position or effect transactions in the securities or other financial instruments of such 
issuer(s). One or more members of the BOCI Group may, to the extent permitted by applicable law or regulation, act upon 
or use the information or opinions presented herein, or the research or analysis on which they are based, before the material 
is published. One or more members of the BOCI Group and the analyst(s) preparing this material (each an “analyst” and 
collectively the “analysts”) may, to the extent permitted by applicable law or regulation, have financial interests in or business 
relationships with any or all of the companies mentioned in this material (each, a “listed issuer” and, collectively, the “listed 
issuers”). See Certifications above for additional information. 
This material may be distributed in Hong Kong by BOCI Research and BOCI Securities Limited (“BOCI Securities”); in 
Singapore, by BOC International (Singapore) Pte Ltd. (“BOCI Singapore”) and, in the United Kingdom, by Bank of China 
International (UK) Limited.  
Without prejudice to any of the foregoing disclaimers, to the extent that the reader is an accredited or expert investor as 
defined in Regulation 2 of the Financial Advisers Regulations (“FAR”) of the Financial Advisers Act (Cap. 110) of Singapore 
(“FAA”), BOCI Singapore is in any event exempted (i) by Regulation 34 of the FAR from the requirement to have a reasonable 
basis for making any recommendation as mandated under Section 27 of the FAA, and (ii) by Regulation 35 of the FAR from 
the requirements in Section 36 of the FAA mandating disclosure of any interests in securities mentioned in this material, or 
in their acquisition or disposal, that it or its associated or connected persons may have. The recipient of the analysis or 
material should contact BOCI Singapore, if they have any queries as to the material/analysis.

BOCI Research is not a registered broker-dealer in the United States. Where this material is distributed by BOCI Research 
in the United States, it shall only be provided to “major U.S. institutional investors” in reliance on the exemption from 
registration provided by Rule 15a-6 (“SEC Rule 15a-6”) of the U.S. Securities Exchange Act of 1934, as amended 
(“Exchange Act”).  Any securities referred to herein have not been registered with, recommended by or approved by any 
U.S. federal or state, or any non-U.S. securities commission or regulatory authority, nor has any such authority or commission 
passed upon the accuracy or adequacy of this material. Any securities referred to herein have not been and are not expected 
to be registered under the U.S. Securities Act of 1933, as amended (“Securities Act”), or any state of other securities laws 
or the laws of any non-U.S. jurisdiction. The BOCI Group does not make any representation as to the availability of Rule 
144A or any other exemption under the Securities Act for the sale, resale, pledge or transfer of any securities referred to in 
the material. Any U.S. person (as defined under the Exchange Act or the U.S. Internal Revenue Code of 1986, as amended) 
who is a recipient of this material wishing to effect any transaction to buy or sell securities or related financial instruments 
may do so solely pursuant to the provisions  of SEC Rule 15a-6

In the United Kingdom, this material is not a prospectus and has not been approved under section 21 of the Financial 
Services and Markets Act 2000 (the “FSMA”). This material may only be passed on to persons in or outside the United 
Kingdom in accordance with the Financial Services and Markets Act 2000 (Financial Promotions) Order 2005, specifically, 
Eligible Counterparties and Professional Clients (to include Elective Professional Clients). The transmission of this material 
to any other persons must not contravene the FSMA and other applicable UK securities laws and regulations. All applicable 
provisions of the FSMA must be complied with respect to the securities referred to in this material in, from, or otherwise 
involving the United Kingdom.
Copyright 2023 BOCI Research Limited, BOC International Holdings Limited and its subsidiaries and affiliates.  All rights 
reserved.
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