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Key Data 

Share price (HK$)  7.20 
52Wk H/L(HK$) 10.78/ 6.08 
Issued shares (mn) 13,259 
- H Shares (mn) 4,107 

- A Shares (mn) 9,152 
Market cap   
- H Shares (HK$mn) 29570 

- A Shares (Rmbmn) 68640 
30-day avg vol (HK$mn) 203.08 
Major shareholder (%):  

China Coal Group Corp Ltd  57.52 

Source: Company, Bloomberg, ABCI Securities  
 
 

Revenue composition in FY11 (%) 

Coal 81.73 
Coking operation 6.01 
Coal mining equipment 8.06 
Others 4.20 

Source: Company 
 
 

Share performance (%) 

 Absolute Relative* 

1-mth 7.3 15.4 

3-mth (3.2) (8.6) 
6-mth (29.7) (23.5) 

Source: Bloomberg 
*Relative to Hang Seng Index 

 
1 year price performance 

 
 

Source: Bloomberg 
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China Coal (1898 HK) – Unrated  
China Coal & Consumable Fuels Industry 

 

Weak business performance in Jul 
We disappoint on the July sales of China Coal. Its total sales vol. of coal  

plunged 24.4% yoy. Domestic sales of self-produced coal down 

15.2% yoy, indicating weak domestic demand in the first month of 3Q. 

However, its coal imports surged 138% yoy. Large amount of import 

coal  is one of dragging factors to domestic coal prices. Weak business 

performance and low double digits ROAE justify the stock to trade at 

low P/B of 0.9.  

 

Poor sales in Jul. Domestic sales of self-produced coal  in Ju l was down 

15.2%yoy,  accounting for 80% of total sales vol of coal in Jul. Weak 

domestic sales will adversely affect the financial performance of the group 

for 3Q. Trad ing sales of coal were also down 45%yoy in Jul. We are 

disappointed on the operating performance of China Coal.  

  

Import coal surged. Despite weak domestic demand, its coal imports 

surged 138%yoy, ind icating that total unit cost of import coal (including 

coal price, logistic costs and taxes) is competitive vs domestic coal prices. 

Import coal is one of dragging factors to domestic coal prices in 3Q.  

 

Supply chain implications: Its coke output volume was down 30%yoy in 

Jul, suggesting weak demand from downstream steel industry. Meanwhile, 

coal min ing equipment output value gained 14%yoy, suggesting coal 

miners increasing their capex. Th is is also positive news to other coal 

mining equip producers such as Sany (631). 

 

Short-term outlook: Although int’l and domestic coal prices have 

stabilized in  Aug, the recovery signal of the coal industry has yet to appear. 

Upstream coal miners are aggressively expanding capex. Weak domestic 

demand and increase in over-supply risk add further business risk of the 

group for the rest of this year. The stock is justified to trade at low P/B. 

 

Risk factors: 1) Coal price risk; 2) Imbalance of supply and demand; 3) 

Business cycles of downstream industries.   

 

Performance and Valuation 

FY ended Dec 31 FY07A FY08A FY09A FY10A FY11A 

Turnover (Rmb mn) 35,641 51,753 53,187 70,303 87,773 

Net Income (Rmb mn) 6,020 7,131 7,409 7,466 9,802 

Chg (%,YoY) 89.8 18.5 3.9 0.8 31.3 

EPS (Rmb) 0.51 0.54 0.56 0.56 0.74 

Chg (%,YoY) 30.8 5.9 3.7 — 32.1 

P/E (x) — — — — 7.9 

P/B (x) — — — — 0.9 

Dividend yield (%) — — — — 3.7 

ROAE (%) 24.3 16.5 11.7 10.5 12.6 

Net debt/total equity (%) Net Cash Net Cash Net Cash Net Cash Net Cash 

Source: Company, Bloomberg, ABCI Securities estimates
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CCE: major productive and operation data of July 

 
Source: company data  
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recipient. It is published solely for informational purposes and is not to be construed 
as a solicitation or an offer to buy or sell any securities or related financial 

instruments. No representation or warranty, either expresses or implied, is provided 
in relation to the accuracy, completeness or reliability of the information contained 
herein. This report should not be regarded by recipients as a substitute for the 

exercise of their own judgment. Any opinions expressed in this report are subject to 
change without notice and may differ or be contrary to opinions expressed by other 
business areas as a result of using different assumptions and criteria. The analysis 

contained herein is based on numerous assumptions. Different assumptions could 
result in materially different results. The analyst(s) responsible for the preparation 
of this report may interact with trading desk personnel, sales personnel and other 

constituencies for the purpose of gathering, synthesizing and interpreting market 
information. ABCI Securities Company Limited is under no obligation to update or 
keep current the information contained herein. ABCI Securities Company Limited 

relies on information barriers to control the flow of information contained in one or 
more areas within ABCI Securities Company Limited, into other areas, units, groups 
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the revenues of ABCI Securities Company Limited as a whole, of which investment 
banking, sales and trading are a part.  The securities described herein may not be 
eligible for sale in all jurisdictions or to certain categories of investors. The price 

and value of the investments referred to in this research and the income from them 
may fluctuate. Past performance is not necessarily indicative of future results. 
Foreign currency rates of exchange may adversely affect the value, price or income 

of any security or related instrument mentioned in this report. For investment advice, 
trade execution or other enquiries, clients should contact their local sales 
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