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Supply-Demand Balance Will Marginally Improve in Fertilizers
Industry, Maintain "Buy"

Company Report: China XLX Fertiliser (01866 HK)
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H) 0; o We reiterate "Buy" rating and maintain the TP at HK$5.70. We slightly o
# = raise the EPS forecasts for China XLX fertiliser (CXLX, the "Company") for Rating: Buy
“ g— 2024/ 2025/ 2026 by 7.4%/ 3.9%/ 2.7% to RMB1.093/ RMB1.115/ RMB1.255.
H o We maintain the TP at HK$5.70, equivalent to 4.8x/ 4.7x/ 4.2x 2024/ 2025/ Ny 5

O R EA

2026 PER.
L] 1H2024 shareholders’ net profit increased 25.8% YoY to RMB687 million. 6-18m TP HAiih- HK$5.70

Total revenue was flat at RMB12.1 billion in 1H2024, in which revenue for top
three products, urea was RMB3,834 million (+9.0%), compound fertilizer was
RMB3,410 million (+6.3%), methanol was RMB1,291 million (+32.3%). Change Share price K- HK$3.610

+ in ASP and sales volume of urea was -13% and +25%, compound fertilizer was
Uk 8_ -6% and +13% and methanol was +1% and +13%, respectively. Overall gross
¥ & margin increased 2 ppts YoY to 19.5%, mainly due to improvement in gross Stock performance
= margin for urea (+2 ppts to 31%), compound fertilizer (+6 ppts to 18%) and et I
o § methanol (+10 ppts to 8%), the improvement in gross margin for these products
7 & was mainly due to decline in raw materials prices such as coal and potash. 250  “ofrewm
b4 ?_,>:~ ° Supply-demand balance in fertilizers industry will marginally improve due izg 1
= z:_; to recovering economy and lower-than-expected increase in new supply. 10.0 m
] 1) We expect compound fertilizers performance to further improve in 2H2024 5.0
with stabilizing coal prices and recovering economy, which improves the 0.0 \ ‘ BRAY ‘
supply-demand balance in fertilizer industry. 2) Although plans for industry’s (1(2:2;
companies are in place to expand production capacities for fertilizers, actual 15.0) +
operating rates and adherence to production standards might not meet (20.0) +
expectations. In addition, stringent environmental controls and winter (25.0) +
Aug-23 Nov-23 Feb-24 May-24 Aug-24

inspections focused on phasing out obsolete production facilities will further
enhance the supply-demand balance by limiting excess supply. 3) The HS! index

China XLX Fertiliser

= Company worked to enhance brand presence through “differentiated products
1ia ‘8‘ + precise services” efforts, mainly through utilizing big data to concentrate on
T o large-scale farmers and transforming its sales structure by converting Change in Share Price 1M 3M 1y
7 S distributors to service providers. - LA 34K 1
N4 g L] Catalysts: 1) National requirements for the power industry to complete urea ftb;:f’m % 2.0 (5.7) (7.2)
6 de-sulfurization modifications will significantly increase industrial demand for Rel. % to HS Index @6) ©3) ©3)
urea; 2) adjustments in export control policies may support the domestic HRHERAEE) % ' ' ’
fertilizer market. Qﬁj;g?ﬁr?;irﬁmm) 3.9 3.6 3.4

. . - . . S 1Bl b , Guotai J Inte ti .
®  Risk Factors: 1) Price volatility of raw materials may hurt gross margin; 2) ouree: Bloomberg, Guolal Junan fntemationa

competition is likely to remain intense within the fertilizer industry.

Year End Turnover Net Profit EPS EPS PER BPS PBR DPS Yield ROE
Lk LON Ji 2R 4 B MR B F 2B WEE DiREES (5314/145) g5 E R 3 VA G e S
Q 12/31 (RMB m) (RMB m) (RMB) (Aa%) x) (RMB) x) (RMB) (%) (%)
g 2022A 23.072 1.326 1.097 (0.8) 2.9 5.694 0.6 0.250 7.8 15.1
EP 8 2023A 23,475 1,187 0.969 (11.7) 3.4 6.280 0.5 0.240 7.3 11.8
@ \8/ 2024F 24,296 1,330 1.093 12.8 3.1 7.154 0.5 0.271 8.1 11.9
L @ 2025F 24,541 1,355 1.115 2.0 3.0 7.993 0.4 0.276 8.3 10.8
i@ g 2026F 25,798 1,524 1.255 12.6 2.7 8.937 0.4 0.311 9.3 10.9
£ E Shares in issue (m) &% (m) 1,214.4 Major shareholder K% %< Mr. Liu Xing Xu 34.8%
 x Market cap. (HK$ m) 1ifl (HK$ m) 4,384.1 Free float (%) H H7iHELLE (%) 44.2
i1 i 3 month average vol. 3 4~ H P15 %22 )1 4L (‘000) 1,009.6 FY24 Net gearing (%) FY24 1§55/l R % 4 (%) 88.9
© 52 Weeks high/low (HK$) 52 i/ (HKS$) 4.300/ 2.860 FY24 Est. NAV (HK$) FY24 fEA4{ (7T 11.2

g Source: the Company, Guotai Junan International.
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Figure 1: Urea contributed 31.8% of CXLX’s revenue in

1H2024

Figure 2: Urea contributed 50.1% of CXLX’s segmental

profitin 1H2024
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Source: the Company.

Table 1: Chemical sector peers comparison - valuation

Source: the Company.

PE PB ROE (%) DIY (%) EV/EBITDA

Company Stock Code  Currency Last price Market cap (mn)

24F 25F 26F 23A 24F 25F 26F  24F 24F 24F
Sinofert Holdings Ltd 00297 HK HKD 0.940 6,673 95 na. na. na 06 na na na n.a. n.a. n.a.
Century Sunshine Group Holdi 00509 HK HKD 0.118 14 na. na na na 00 na na na n.a. n.a. n.a.
Ko Yo Chemical Group Ltd 00827 HK HKD 0.062 374 na. na na na 04 na na na n.a. n.a. n.a.
China XIx Fertiliser Ltd 01866 HK HKD 3610 4,640 34 29 27 23 05 04 03 03 141 6.8 na.
China Bluechemical Ltd - H 03983 HK HKD 1.920 8,943 33 66 58 57 04 04 04 03 6.4 7.3 na.
Migao Group Holdings Ltd 09879 HK HKD 7.000 6,363 na. 173 na. na na 24 na na 131 0.0 9.4
Simple Average 54 90 42 40 04 11 03 03 M2 47 9.4
Weighted Average 54 92 47 45 05 10 04 03 103 4.9 9.4

Source: Bloomberg, Guotai Junan International.
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Financial Statements and Ratios

Income Statement Balance Sheet
Year end 31 Dec (RMB m) 2022A 2023A 2024F 2025F 2026F Year end 31 Dec (RMB m) 2022A 2023A 2024F 2025F 2026F
Total Revenue 23,072 23,475 24,296 24,541 25,798 Property, Plant and Equipment 19,458 20,236 22,170 24,153 25,995 §
Cost of Sales (18,723) (19,288) (19,650) (19,867) (20,810) Right-of-use and Intangible g
Gross Profit 4,349 4,187 4,645 4,674 4,988 Assets 1,446 1,705 1,735 1,774 1,826 ;:7
Goodwil 63 63 63 63 63 ’f
Other Income and Gains 187 299 218 228 233 Prepayment for Purchase of PPE 118 947 947 947 947 o
Other Expenses (87) (40) (41) (42) (43) Investments in Associates 107 108 110 111 113
Selling and Distribution Expenses (529) (618) (729) (724) (748) Other Non-current Assets 444 492 509 532 559
G&A Expenses (1,072) (1,299) (1,385) (1,399) (1,470) Total Non-current Assets 21,636 23,550 25,533 27,579 29,503
Impairment Losses on Fin. Assets (10 9) (10) (10) (10)
Operating Profit 2,838 2,519 2,700 2,728 2,950 Inventories 1,699 1,597 1,627 1,645 1,723
Finance Costs (662) (580) (539) (533) (524) Trade, Bills & Other Receivables 1,214 1,484 1,573 1,574 1,609
Share of Profits of JV / Associates 5 1 2 2 2 Prepayments 1,231 601 755 826 888
Pledged Time Deposits 572 676 676 676 676
Profit Before Tax 2,181 1,940 2,162 2,196 2,428 Cash & Cash Equivalents 1,470 1,163 1,126 555 947
Income Tax 372) (302) (337) (342) (379) Other Current Assets 46 63 39 41 42
Profit After Tax 1,808 1,637 1,825 1,854 2,049 Total Current Assets 6,231 5,583 5,797 5,315 5,885
Total Assets 27,867 29,133 31,330 32,895 35,388
Non-controlling Interest (482) (450) (495) (499) (526)
Shareholders' Profit / Loss 1,326 1,187 1,330 1,355 1,524 Trade, Bills and Other Payables 3,079 4,415 4,498 4,548 4,763
Contract Liabilities 1,514 1,346 1,371 1,387 1,452
Basic EPS 1.097 0.969 1.093 1.115 1.255 Bank and Other Borrowings 5,856 4,469 4,915 4,965 5,219
DPS 0.250 0.240 0.271 0.276 0.311 Other Current Liabilities 92 214 235 237 255
Total Current Liabilities 10,541 10,444 11,019 11,137 11,690 %\
g
Other Payables and Accruals 589 493 502 508 532 ‘O_O.
Cash Flow Statement Bank and Other Borrowings 6,779 7,165 7,415 7,490 7,873 i
Other Non-current Liabilities 390 521 552 566 602 §
Year end 31 Dec (RMB m) 20024 2023A 2024F 2025F 2026F Total Non-current Liabilities 7,759 8,179 8,469 8,564 9,007 2
Profit Before Tax 2.181 1,940 2162 2.196 2428 Total Liabilities 18,299 18,622 19,488 19,701 20,697 B
Depreciation and Amortisation 1,421 1,534 1,607 1,684 1,766
Change in Working Capital 226 1,505 (390) (136) 65 Share Capital 1,493 1,457 1,457 1,457 1457 |
Other Operating Activities 555 347 270 256 207 Reserves 5,393 6,230 7,231 8,250 9,396 §
Cash from Operating Activities 4,383 5,326 3,650 4,001 4,466 Total Shareholders' Equity 6,886 7,688 8,688 9,707 10,854 ‘5
Minority Interest 2,682 2,823 3,154 3,487 3,837 i
Capital Expenditure (3,758) (3,458) (3,570) (3,705) (3,660) Total Equity 9,568 10,511 11,842 13,194 14,691 ;
Other Investing Activities 34 17) 55 56 43 Total Equity and Liabilities 27,867 29,133 31,330 32,895 35,388 ;
Cash from Investing Activities (3,724) (3,475) (3,515) (3,650) (3,618) o
BVPS 5.694 6.280 7.154 7.993 8.937
Share Issuance / (Repurchase) 298 (36) 0 0 0
Issuance / (Repayment) of Debts 734 (949) 697 125 638
Dividends (243) (321) (294) (329) (335) Financial Ratios
Interest Paid (637) ©51) (539) (533) (524) 2022A  2023A  2024F  2025F 2026F
Other Financing Activities (234) (201) (36) (185) (235)
Cash from Financing Activities (82)  (2,158) (172) (923) (456) Gross Margin 18.8 17.8 19.1 19.0 19.3
Operating Margin 12.3 10.7 111 111 114
Cash at Beg of Year 893 1,470 1,163 1,126 555 Net Margin 57 51 55 55 59
Net Changes in Cash 577 (307) (36) (571) 393 ROA (%) 6.8 5.7 6.0 58 6.0
Cash at End of Year 1,470 1,163 1,126 555 947 ROE (%) 15.1 118 11.9 108 10.9
Net Gearing Ratio (%) 110.7 93.2 88.9 85.1 78.1
Interest Coverage (x) 4.3 4.3 5.0 51 5.6
Source: the Company, Guotai Junan International.
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Company Rating Definition
The Benchmark: Hong Kong Hang Seng Index

Time Horizon: 6 to 18 months

Rating Definition
Buy SEN Relative Performance>15%;
or the fundamental outlook of the company or sector is favorable.
Accumulate llog:=, Relative Performance is 5% to 15%;

or the fundamental outlook of the company or sector is favorable.

Neutral [SeE Relative Performance is -5% to 5%;
or the fundamental outlook of the company or sector is neutral.

Reduce el Relative Performance is -5% to -15%;
or the fundamental outlook of the company or sector is unfavorable.

Sell S Relative Performance <-15%;
or the fundamental outlook of the company or sector is unfavorable.

Sector Rating Definition
The Benchmark: Hong Kong Hang Seng Index
Time Horizon: 6 to 18 months

Rating Definition
Outperform B o T Relative Performance>5%;

or the fundamental outlook of the sector is favorable.
Neutral Ak Relative Performance is -5% to 5%;

or the fundamental outlook of the sector is neutral.
Underperform MR Relative Performance<-5%;

Or the fundamental outlook of the sector is unfavorable.

DISCLOSURE OF INTERESTS

(1) The Analysts and their associates do not serve as an officer of the issuer mentioned in this Research Report.

(2) The Analysts and their associates do not have any financial interests in relation to the issuer mentioned in this Research Report.

(3) Guotai Junan International Holdings Limited and/or its subsidiaries do not hold equal to or more than 1% of the market capitalization of
the issuer mentioned in this Research Report.

(4) Guotai Junan International Holdings Limited and/or its subsidiaries have not had investment banking relationships with the issuer
mentioned in this Research Report within the preceding 12 months.

(5) Guotai Junan International Holdings Limited and/or its subsidiaries are not making a market in the securities in respect of the issuer
mentioned in this Research Report.

(6) Guotai Junan International Holdings Limited and/or its subsidiaries have not employed an individual serving as an officer of the issuer
mentioned in this Research Report. There is no officer of the issuer mentioned in this Research Report associated with Guotai Junan
International Holdings Limited and/or its subsidiaries

DISCLAIMER

This Research Report does not constitute an invitation or offer to acquire, purchase or subscribe for securities by Guotai Junan Securities (Hong
Kong) Limited ("Guotai Junan"). Guotai Junan and its group companies may do business that relates to companies covered in research reports,
including investment banking, investment services, etc. (for example, the placing agent, lead manager, sponsor, underwriter or invest
proprietarily).

Any opinions expressed in this report may differ or be contrary to opinions or investment strategies expressed orally or in written form by sales
persons, dealers and other professional executives of Guotai Junan group of companies. Any opinions expressed in this report may differ or be
contrary to opinions or investment decisions made by the asset management and investment banking groups of Guotai Junan.

Though best effort has been made to ensure the accuracy of the information and data contained in this Research Report, Guotai Junan does not
guarantee the accuracy and completeness of the information and data herein. This Research Report may contain some forward-looking
estimates and forecasts derived from the assumptions of the future political and economic conditions with inherently unpredictable and mutable
situation, so uncertainty may contain. Investors should understand and comprehend the investment objectives and its related risks, and where
necessary consult their own financial advisers prior to any investment decision.

This Research Report is not directed at, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in
any jurisdiction where such distribution, publication, availability or use would be contrary to applicable law or regulation or which would subject
Guotai Junan and its group companies to any registration or licensing requirement within such jurisdiction.

© 2024 Guotai Junan Securities (Hong Kong) Limited. All Rights Reserved.

27/F., Low Block, Grand Millennium Plaza, 181 Queen’s Road Central, Hong Kong.
Tel.: (852) 2509-9118 Fax: (852) 2509-7793

Website: www.gtja.com.hk
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