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32% side BUY Target Price: HK$13.75
Prior: BUY Prior TP: HK$15.37
246 HK 
Price: HK$ 10.40 
TP Basis: 1.3x P/ NAV 
Sector Rating: OVERWEIGHT 

Where are we Different? 
 Our 2011E - 2013E earnings are 8-13% below 

consensus.   
 We factor in a further 6-month delay at the 

Yanchangbian gold mine. 
 
Trading Summary 

P - Real Gold Mining Limited (246 HK)
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 YTD 1M 3M 12M 
Absolute (%) -23.2 -12.2 -12.3 -22 
Relative to HSCEI (%) -25.3 -6.9 -19.6 -34.6 

Shares outstanding 908.8
Free float  49.0%
Market cap. (HK$ m) 9,451
Daily turnover (3M avg.) HK$44.70m
Net debt / Equity Net cash
Major shareholders 
Lead Honest 53% 
 
Metals Price Forecasts 
 2011E 2012E 2013E 2014E 
Gold (US$/oz)     
BOCI 1,420 1,380 1,300 1,200 
Consensus 1,444 1,331 1,231 1,159 
     
Copper (US$/t)     
BOCI 9,000 8,700 8,500 8,400 
Consensus 9,760 10,175 8,542 8,189 
Source: Bloomberg, BOCI Research estimates 

Real Gold Mining 
1Q11 results in line; further delays in 
commencement of new mines 
Real Gold’s 1Q11 net profit jumped 40% YoY to RMB178m, in line with our 
expectation and representing 18% and 17% of our original and consensus 
full-year forecasts. The increase in earnings was driven by a 22% YoY rise in 
the realised gold price and a 14% YoY increase in sold equivalent gold. While 
the 1Q11 results came as expected, we respectively cut our 2011E and 
2012E earnings by 11% and 2% to factor in the further delays in the 
commencement of the Yangchangbian (Yunnan) and Daping (Guangxi) gold 
mines. We trim our target price by 11% to HK$13.75, based on 1.3x P/NAV. 

Key Points 
 1Q11’s operational data in line: Shirengou-Nantaizi operated 56.5 days in 

1Q11 while Luotuochang operated 59.4 days (vs. estimated 57 days for both). 
Shirengou-Nantaizi maintained an average gold grade of 9.0g/t (recovery rate of 
84%) and Luotuochang processed gold at an average grade of 3.0g/t (recovery 
rate of 87%). 1Q11 operational data were closely in line with our expectation with 
no real surprises.  
Shirengou-Nantaizi and Luotuochang produced 27.7koz and 14.1koz of equivalent 
gold, representing 20% of our full-year forecast of 139koz and 73koz, respectively. 

 Exploration activities at new mines nearly complete: Exploration works at 
Yangchangbian, Daping and Yandan (Guangxi) are almost done and exploration 
results were in line with management’s expectations. Real Gold will announce the 
details regarding the resource/reserves once they are ready. 

 Daping gold mine to expect further delays of 4-6 months: Daping was 
originally scheduled to commence production in October this year but has now 
been pushed back to 1Q12 as the company needs to build a new tailing pool at a 
different location due to the more stringent government safety requirements. Work 
on the new site is currently in progress.  

 Yanchangbian gold mine may be delayed: The mine may expect further 
delays as the local government has submitted an application to the central 
government to promote the areas surrounding the mine as a national tourist 
attraction. Real Gold’s application for the mining permit will not be processed until 
the use of surrounding areas is decided. The mine was originally scheduled to 
commence production in July this year, and as the company disclosed that 
production may be deferred without stating a timeframe, we factor in a further 
six-month delay for the project. 

BOCI Research Limited 
China: Metals and Mining 

Robin Tsui 
(852) 3988 6427 
robin.tsui@bocigroup.com 
 

 

Investment Summary 
12-09 12-10 12-11E 12-12E 12-13E

Total turnover (RMB m) 1,011 1,368 1,559 1,990 2,032
Revenue growth 0.0% 35.3% 13.9% 27.7% 2.1%
Net profit (RMB m) 527 798 860 1,019 974
Fully diluted EPS (RMB) 0.79 0.95 0.95 1.12 1.07
FD P/E (x) 11.06 9.13 9.18 7.75 8.11
FDEPS growth 0.0% 21.1% (0.6%) 18.5% (4.4%)
Previous EPS (RMB) 0 0 0 0 0
Consensus EPS (RMB) 1.08 1.19 1.17
EPS vs Consensus (12.6%) (6.0%) (8.0%)
Recurrent CPS (RMB) 0.94 1.04 1.03 1.24 1.20
P/CF (x) 9.27 8.35 8.46 7.01 7.26
EV/EBITDA (x) 5.50 4.22 3.72 2.49 1.87
Dividend/share (RMB) 0 0 0 0 0
Dividend yield 0% 0% 0% 0% 0%
ROE 14.9% 22.6% 17.1% 17.1% 14.0%  
Source: Company data, Bloomberg data, BOCI Research estimates.  Closing prices are as of 11 May 2011. 
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Figure 1. 1Q11 Operational Data 
 January February March 1Q11 1Q10 YoY 
       
Shirengou-Nantaizi processing plant      
Average daily capacity (t/day) 1,480 1,480 1,480 1,480 1,480  
Utilisation rate (%) 100.7 100.7 100.0 100.3 99.7  
Production days (days) 22.6 7.6 26.3 56.5 53.0 7% 
Ore processed (kt) 33.7 11.3 38.9 83.9 78.2 7% 
Average gold grade (g/t) 9.0 8.9 9.1 9.0 9.1  
Average recovery rate (%) 84.3 83.7 83.9 84.0 84.2  
Payable gold (koz) 8.2 2.7 9.5 20.4 19.2 6% 
Equivalent gold (koz) 11.0 3.7 13.0 27.7 25.5 9% 
       
Luotuochang processing plant       
Average daily capacity (t/day) 1,100 1,100 1,100 1,100 1100  
Utilisation rate (%) 98.5 99.8 98.1 98.3 98.8  
Production days (days) 24.7 7.7 27.0 59.4 53.0 12% 
Ore processed (kt) 26.7 8.4 29.1 64.2 57.6 11% 
Average gold grade (g/t) 3.0 3.0 3.0 3.0 3.0  
Average recovery rate (%) 86.7 86.4 86.6 86.6 86.4  
Payable gold (koz) 2.3 0.7 2.4 5.4 4.9 10% 
Equivalent gold (koz) 6.0 1.9 6.2 14.1 12.9 9% 
       
Total payable gold (koz)       
Total payable gold (koz) 10.5 3.4 11.9 25.8 24.1 7% 
Total produced equivalent gold (koz) 17.0 5.6 19.2 41.8 38.4 9% 
Total sold equivalent gold (koz) 16.8 1.1 24.9 42.8 37.6 14% 
Source: Company data 
 

Figure 2. Projected Working Days – Shirengou-Nantaizi/Luotuochang 
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Figure 3. Quarterly Results Comparison 
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Figure 4. DCF Valuation 
31-Dec-11 31-Dec-12 31-Dec-13 31-Dec-14 31-Dec-15 

 2011E 2012E 2013E 2014E 2015E 
EBIT 1,182.5 1,401.8 1,337.7 1,203.1 754.9 
Tax on EBIT (319.5) (378.8) (361.5) (325.1) (204.0) 
Change in working capital 15.9 23.2 14.7 12.4 12.3 
Depreciation and amortisation 57 82 100 115 118 
Operating cash flow  936 1,128 1,090 1,005 681 
Capex (417) (292) (100) (100) (100) 
Net borrowings 0.0 0.0 0.0 0.0 0.0 
Free cash flow to equity 518.4 836.5 990.5 905.3 581.1 
      
Period (years) 1.0 2.0 3.0 4.0 5.0 
Discount factor 0.92 0.82 0.72 0.64 0.57 
Present value of cash flow 479.3 684.3 717.0 579.9 329.4 
      
Cost of equity (Ke)      
Risk-free rate  2.6%    
Risk premium  8.0%    
Beta  1.30    
Cost of equity  13.0%    
      
FCF to equity      
Cumulative present value of free 
cash flow to firm 

 4,760    

Present value of residual value      
Net cash   3,532    
Minority interests  (144)    
Shareholder value  8,149    
Number of shares  908.8    
NPV per share (RMB)  8.97    
      
NPV per share (HK$) P/NAVx 10.58    
NPV per share (HK$) 1.3 13.75    
Source: BOCI Research estimates 
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Income Statement (RMB m)
12-09 12-10 12-11E 12-12E 12-13E

Total turnover 1,011          1,368           1,559           1,990           2,032           
Cost of sales (263)            (311)             (440)             (657)             (750)             
Total operating costs (15)              43                64                69                55                
Operating EBITDA 767             1,138           1,239           1,484           1,437           
Deprec. and amort. (33)              (38)               (57)               (82)               (100)             
Operating EBIT 734             1,100           1,182           1,402           1,338           
Net interest income 2                8                  8                  9                  11                
Exchange gains -              -               -               -               -               
Other recurring income -              -               -               -               -               
Associates' profit -              -               -               -               -               
Exceptional income -              -               -               -               -               
Pre-tax profit 736             1,108           1,190           1,411           1,348           
Taxation (193)            (299)             (322)             (381)             (364)             
Minority interests (17)              (10)               (9)                 (10)               (10)               
Preferred dividends -              -               -               -               -               
Net profit 527             798              860              1,019           974              
Recurring net profit 527             798              860              1,019           974               
 
Per Share Values (RMB)

12-09 12-10 12-11E 12-12E 12-13E
Earnings per share 0.79            0.95             0.95             1.12             1.07             
Dividend/share -              -               -               -               -               
Book value per share 3.2              5.1               6.0               7.1               8.2               
Tangible BVPS 2.9              3.5               5.0               6.0               7.6               
Net cash/(debt) per share 2.5              3.3               3.9               4.9               6.0                
 
Balance Sheet (RMB m)

12-09 12-10 12-11E 12-12E 12-13E
Total cash and equivalents 1,958          2,965           3,532           4,426           5,424           
Accounts receivable 33               45                51                66                67                
Inventories 6                8                  11                16                19                
Other current assets 427             0                  0                  0                  0                  
Total current assets 2,424          3,018           3,595           4,507           5,509           
Net fixed assets 378             457              1,270           1,343           1,807           
Total investments -              -               -               -               -               
Intangible assets 270             1,429           927              1,013           549              
Other assets 6                6                  6                  6                  5                  
Total long-term assets 654             1,892           2,202           2,362           2,362           
Total assets 3,078          4,910           5,797           6,869           7,872           
Trade creditor 46               62                87                129              148              
Short-term debt -              -               -               -               -               
Other current liabilities 494             106              106              106              106              
Total current liabilities 540             168              192              235              254              
Total long-term debt -              -               -               -               -               
Other liabilities 17               17                17                17                17                
Shareholders' equity 2,484          4,590           5,444           6,463           7,437           
Minority interests 37               135              144              154              164              
Total liabilities & equity 3,078          4,910           5,797           6,869           7,872            
 
Growth 

12-09 12-10 12-11E 12-12E 12-13E
Revenue growth 35.3% 13.9% 27.7% 2.1%
Operating EBITDA growth 48.4% 8.9% 19.7% (3.1%)
Operating EBIT growth 49.9% 7.5% 18.5% (4.6%)
Pretax profit growth 50.5% 7.4% 18.5% (4.4%)
Net profit growth 51.5% 7.7% 18.5% (4.4%)  
Source: Company data, Bloomberg data, BOCI Research estimates 
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Cash-flow Statement (RMB m)
12-09 12-10 12-11E 12-12E 12-13E

Pre-tax profit 736             1,108           1,190           1,411           1,348           
Depreciation 23               26                47                72                90                
Goodwill & other amort. 10               13                10                10                10                
Net interest (2)               (8)                 (8)                 (9)                 (11)               
Change in working capital 54               34                16                23                15                
Tax paid (193)            (299)             (322)             (381)             (364)             
Other operating cash flow -              -               -               -               -               
Operating cash flow 628             873              934              1,126           1,088           
Capex (174)            (201)             (417)             (292)             (100)             
Cash flow from disposals -              -               -               -               -               
Acquisition of subsidiaries -              -               -               -               -               
Others (0)               (1,133)          82                93                51                
Cash flow from investing (174)            (1,333)          (336)             (199)             (49)               
Shares repurchased -              -               -               -               -               
Debt issued -              -               -               -               -               
Proceeds from issue of shares 1,459          1,460           -               -               -               
Interest received 2                8                  8                  9                  11                
Dividends paid -              -               (38)               (43)               (51)               
Interest paid 0                0                  0                  0                  0                  
Other cash flow from funding (0)               (0)                 (0)                 (0)                 (0)                 
Cash flow from financing 1,462          1,467           (31)               (34)               (40)               
Total cash generated 1,915          1,007           567              893              998              
Free cash flow to firm 456             (452)             606              936              1,049           
Free cash flow to equity 456             (452)             606              936              1,049            
 
Key Ratios 

12-09 12-10 12-11E 12-12E 12-13E
Profitability
EBITDA margin 75.9% 83.2% 79.5% 74.6% 70.7%
EBIT margin 72.6% 80.4% 75.9% 70.4% 65.8%
Pre-tax margin 72.8% 81.0% 76.4% 70.9% 66.3%
Net profit margin 52.1% 58.3% 55.2% 51.2% 47.9%
Liquidity
Current ratio 4.5              18.0             18.7             19.2             21.7             
Interest coverage ratio (73,403.7)     (110,018.6)    (118,245.1)    (140,176.1)    (133,774.0)    
Net debt to equity Net cash Net cash Net cash Net cash Net cash
Quick ratio 4.5              18.0             18.6             19.1             21.7             
Valuation
P/E (x) 11.1            9.1               9.2               7.7               8.1               
Core P/E (x) 11.1            9.1               9.2               7.7               8.1               
P/B (x) 2.7              1.7               1.5               1.2               1.1               
P/CF (x) 9.3              8.3               8.5               7.0               7.3               
EV/EBITDA (x) 5.5              4.2               3.7               2.5               1.9               
Activity ratios
Inventory days 8.6              9.0               9.0               9.0               9.0               
Accounts receivables days 11.8            12.0             12.0             12.1             12.0             
Accounts payables days 64.1            72.5             72.0             72.2             72.0             
Returns
Dividend payout ratio 0.0% 0.0% 0.0% 0.0% 0.0%
ROE 14.9% 22.6% 17.1% 17.1% 14.0%
ROAA 13.2% 20.0% 16.1% 16.1% 13.2%
ROACE 20.3% 30.6% 23.1% 23.1% 19.0%  
Source: Company data, Bloomberg data, BOCI Research estimates 
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DISCLOSURE 

The views expressed in this report accurately reflect the personal views of the analysts. Each analyst declares that 
neither he/she nor his/her associate serves as an officer of nor has any financial interests in relation to the listed 
corporation reviewed by the analyst. None of the listed corporations reviewed or any third party has provided or 
agreed to provide any compensation or other benefits in connection with this report to any of the analysts, BOCI 
Research Limited and BOCI Group. Member companies of BOCI Group confirm that they, whether individually or as 
a group (i) do not own 1% or more financial interests in any of the listed corporations reviewed; (ii) are not involved 
in any market-making activities for any of the listed corporations 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 listed corporations 
reviewed; and (iv) have not had any investment banking relationships with any of the listed corporations reviewed 
within the preceding 12 months.  

This disclosure statement is made pursuant to paragraph 16 of the “Code of Conduct for Persons Licensed by or 
Registered with the Securities and Futures Commission” and is updated as of 9 May 2011. Waiver has been obtained 
by BOC International Holdings Limited from the Securities and Futures Commission of Hong Kong to disclose any 
interest the Bank of China Group may have in this research report. 

 

 



 

 

This report is prepared and issued by BOCI Research Limited for distribution to professional, accredited and institutional 
investor customers. This report is being furnished to you on a confidential basis solely for your information and may not be 
reproduced or redistributed or passed on directly or indirectly, to any other person or published, in whole or in part, for any 
purpose. In particular, neither this report nor any copy hereof may be distributed to the press or other media. This report 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 regulation or which would subject BOCI Research Limited, BOC International Holdings Limited and any of their 
respective subsidiaries and affiliates (collectively, “BOCI Group”) to any registration or licensing requirement within such 
jurisdictions. All trademarks, service marks and logos used in this report are trademarks or service marks or registered 
trademarks or service marks of one or more members of the BOCI Group. 
The information, tools and material presented in this report are provided to you for information purposes only and shall not 
be used or considered as an offer or the solicitation of an offer to sell or to buy or subscribe for securities or other financial 
instruments. BOCI Research Limited has not taken any steps to ensure that the securities referred to in this report are 
suitable for any particular investor. The contents of this report do not constitute investment advice to any person and BOCI 
Group will not treat recipients as its customers by virtue of their receiving the report. You should seek the advice from your 
independent financial advisor prior to making any investment decision. 
Although information and opinions presented in this report have been obtained or derived from sources believed by BOCI 
Research Limited to be reliable, neither the author or any member of the BOCI Group or their respective directors, officers, 
employees or agents has independently verified the information contained in this report nor will any member of BOCI 
Group have any liability whatsoever (in negligene or otherwise) for any loss howsoever arising from any use of this report 
or its contents or otherwise arising from any use of this report. Accordingly, no representation or warranty, expressed or 
implied, is made as to the fairness, accuracy or completeness of such information and opinions. This report is not to be 
relied upon in substitution for the exercise of independent judgment. Members of the BOCI Group may have issued other 
reports that are inconsistent with, and reached different conclusions or opinions from, that presented in this report. Each 
report reflects the different assumptions, analytical methods and views of the analysts who prepared them. For the 
avoidance of doubt, views expressed in this report do not necessarily represent those of all members of the BOCI Group. 
This report may provide the addresses of, or contain hyperlinks to, various websites. To the extent that this report refers to 
material outside BOCI Group’s own website, BOCI Group has not reviewed the linked sites and takes no responsibility for 
the content contained therein. Such addresses or hyperlinks (including addresses or hyperlinks to BOCI Group’s own 
website material) is provided solely for your convenience and information, and the content of the linked sites does not in 
any way form part of this report. Accessing such websites is at your own risk. 
One or more members of the BOCI Group may, to the extent permitted by law, participate in financing transactions with the 
issuers of the securities referred to in this report, 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 issuers. One or more members of the 
BOCI Group may, to the extent permitted by law, 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 report (each an “analyst” and collectively the “analysts”) may have relationships with, 
financial interests in or business relationships with any or all of the companies mentioned in this report (each a “listed 
corporation” and collectively the “listed corporations”). See “Disclosure”. This report does not constitute or form part of any 
offer for sale or invitation, or solicitation or an offer, to subscribe for or purchase any securities and neither this report nor 
anything contained herein shall form the basis of or are to be relied on in connection with any contract or commitment 
whatsoever. 
Information, opinions and estimates are provided on an “as is” basis without warranty of any kind, and may be changed at 
any time without prior notice. Any opinions or estimates contained in this report are based on a number of assumptions 
which may not prove valid and may be changed without notice. Nothing in this report constitutes investment, legal, 
accounting or tax advice nor a representation that any investment or strategy is suitable or appropriate to your individual 
circumstances. Nothing in this report constitutes a personal recommendation to you. 
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. Information, opinions and estimates contained in 
this report reflect a judgement at its original date of publication by the member of the BOCI Group which prepared the 
report, and are subject to change. The price, value of and income from any of the securities or financial instruments 
mentioned in this report can fall as well as rise. Some investments may not be readily realisable, and it may be difficult to 
sell or realise those investments. Similarly, it may prove difficult for you to obtain reliable information about the value, or 
risks, to which such an investment is exposed. The investments and services contained or referred to in this report may not 
be suitable for you. As noted above, it is recommended that you consult an independent investment advisor before making 
any investment decision, including the purchase or sale of any security covered in this report.  The distribution of this report 
in some jurisdictions may be restricted by law, and persons into whose possession this report comes should inform 
themselves about, and observe, any such restrictions.  
The information contained in the report is confidential and is intended solely for the use by its authorised recipient. This 
report is distributed in Hong Kong by BOCI Research Limited and BOCI Securities Limited; in Singapore by BOC 
International (Singapore) Pte Ltd; in the United States by BOC International (USA), Inc.; and may be in the United Kingdom 
by Bank of China International (UK) Limited.  In the United Kingdom, this report is not a prospectus and has not been 
approved under section 21 of the Financial Services and Markets Act 2000 (the “FSMA”). This report 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 research report 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 report in, from, or otherwise involving the United Kingdom.  
This report and any information, material and contents herein are intended for general circulation only and do not take into 
account the specific investment objectives, financial situation or particular needs or any particular person. The 
investment(s) mentioned in this report may not be suitable for all investors, and a person receiving or reading this report 
should seek advice from a financial advisor regarding the suitability of such investment(s), taking into account the specific 
investment objectives, financial situation or particular needs of that person, before making a commitment to purchase any 
of such investment(s). The suitablity of any particular investment or strategy whether opined on, described in or referred to 
in this report or otherwise will depend on a person’s individual circumstances and objectives and should be confirmed by 
such person with his advisers independently before adoption or implementation thereof (either as is or is varied).  
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”), BOC International (Singapore) Pte Ltd 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 report, or in their acquisition or disposal, that it or its associated or connected persons may 
have. The receipient of the analysis or report should contact BOCI in Singapore if they have any queries as to the 
report/analysis. 
Any securities referred to in this report 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 report. Any securities referred to in this report have not been and are not expected 
to be registered under the Securities Act of 1933, as amended, or any state of other securities laws or the laws of any 
non-U.S. jurisdiction. 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 report. To the 
extent that the recipient of this report is a “Major U.S. Institutional Investor” within the meaning of Rule 15a-6 under the 
United States Securities Exchange Act of 1934, as amended, any decision to buy or sell a security covered in this report or 
in any other report issued by a member of the BOC Group, should be directed exclusively to BOC International (USA), Inc.   
Copyright 2011 BOCI Research Limited, BOC International Holdings Limited and its subsidiaries and affiliates.  All rights 
reserved. 
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