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Phosphate mine project improves self-sufficiency rate & Yingcheng project lays the foundation for capacity
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» The commissioning of the phosphate mining project at Leibo Base will help reduce external procurement
dependence. The company is focusing on promoting the construction of the phosphate mine project at Leibo Base,
striving to put it into operation as soon as possible. Among them, the underground infrastructure project of the 2.9-million-
ton mining and beneficiation project of Aguluo Gap phosphate mine (including belt inclined shaft, auxiliary ramp, drainage
system, intake and return air system, etc.) is steadily under construction, and the slope treatment and support engineering
of the surface beneficiation project has been fully mobilized. The optimization of the 4-million-ton phosphate mining and
beneficiation project in the eastern section of Niuniuzhai has been preliminarily completed, and all preparatory work is
being carried out in an orderly manner. After the phosphate ore project is put into operation, the self-sufficiency rate of
the company's phosphate ore will continue to increase, which is expected to reduce its dependence on external phosphate
ore procurement. At the same time, phosphate mining and downstream production form a closed loop, which helps to
consolidate the low-cost competitive advantage, enhance the company's market competitiveness, profitability, and risk
resistance.

What’s New

» The construction of the Yingcheng project in Hubei lays the foundation for the release of future production
capacity. The company's Yingcheng base is promoting the "Green Transformation and Product Structure Adjustment and
Upgrading Project of Salt Chemical Circular Economy Industry Chain", covering the construction of production lines for
700000 tons of synthetic ammonia, 600000 tons of water-soluble compound fertilizer, 400000 tons of slow-release
compound fertilizer, and 1.5 million tons of refined salt. At present, the main structure of the project has been fully
completed, the installation of core equipment has been basically completed, the civil engineering completion project is
steadily progressing, and the construction of public supporting facilities is being carried out simultaneously. Overall, the
project construction is progressing smoothly, laying a solid foundation for future capacity release.

What’s Different

» The price of phosphate ore is expected to remain firm. From the supply side, most of the newly added production
capacity of domestic phosphate rock is in the construction stage, constrained by factors such as long mining construction
cycles and stricter environmental policies. The short-term release of phosphate rock is limited, and the overall supply is
tight, especially with the relative scarcity of high-grade phosphate rock resources, which provides strong support for
phosphate rock prices. From the demand side, phosphate ore is widely used in agricultural fields such as phosphate
fertilizer and compound fertilizer, and demand maintains rigid growth under the promotion of food security strategy.
Meanwhile, in recent years, with the rapid development of the new energy industry, the demand for phosphate rock in
new energy materials such as iron phosphate and lithium iron phosphate has been continuously increasing, further
providing support for the price of phosphate rock.

» The new energy materials business is an extension and expansion of the company's phosphoric acid grading
utilization industry chain. The company currently has an annual production capacity of 50000 tons of iron phosphate,
with supporting upstream raw materials of 150000 tons of refined phosphoric acid and 300000 tons of purified wet process
phosphoric acid, which can stably supply precursor products of lithium iron phosphate, a positive electrode material for
lithium batteries. The company uses the reaction of iron and phosphoric acid to prepare iron phosphate, and its core
competitive advantages are mainly reflected in the following aspects: (1) cost advantage. The company relies on its own
phosphate ore resources and phosphoric acid grading utilization technology to form a complete industrial chain from
phosphate ore, refined phosphoric acid to iron phosphate. At the same time, the company's refined phosphoric acid has
obtained certification from top customers, ensuring stable supply of high-quality raw materials for iron phosphate while
effectively reducing production costs. (2) Product and technological advantages. The company's iron phosphate adopts
the iron process, which has advantages in safety, environmental protection, product quality, and other aspects.

Action

»  Profit forecast. We give the company net profit of RMB 987 million, RMB 1294 million, and RMB 1.442 billion for the
years 2025-2027, based on the valuation of comparable companies in the contract industry. Considering the valuation
premium given to the company's synthetic ammonia and phosphate ore projects during construction, we give the company
11.5x PE for FY26, corresponding to a target price of RMB 12.30. For the initial coverage, we give “Buy” rating.

Risks

Risks of raw material price fluctuations and market competition.
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COMPANY RATING DEFINITION
The Benchmark: Hong Kong Hang Seng Index
Time Horizon: 6 to 18 months

Rating Definition
Buy EN Relative Performance>15%;

or the fundamental outlook of the Company or sector is favorable.
Accumulate g Relative Performance is 5% to 15%;

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

or the fundamental outlook of the Company or sector is neutral.
Reduce R Relative Performance is -5% to -15%;

or the fundamental outlook of the Company or sector is unfavorable.
Sell =4 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 KT Relative Performance>5%;

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

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

Or the fundamental outlook of the sector is unfavorable.
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DISCLAIMER
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Company Limited. Global Prosperity Financial Company Limited and its group companies may do business that relates to companies covered
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