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Foreign ownership(%) N/A
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Financial statement

Fiscal year ending 2009A 2010A 2011A 2012A
Revenue (mn) 301 849 1,147 1,050
Net Profit* 373 1,104 1,462 -528
EPS* 0.07 0.17 0.22 -0.077
EPS growth (%)* N.A. 142 29 N.A.
P/E (x)* 6.5 2.9 1.5 N.A
Dividend Yield 0 0 0 0
P/B (x) 0.89 0.67 0.42 0.41
ROE (%)* 17.6 27.5 N.A N.A
Net debt/equity (%) -13.2 -32.1 -27.3 -16.5

* figures are calculated based on underlying net profit.

Source: Bloomberg
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Absolute(US$, %) 6.4 (20.1) (37.7)
Relative to HSI (%) 1.8 (29.7) (54.0)

Source: Bloomberg
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APAC Resources Ltd (Not Rated,
1104 HK)

Dancing with the iron ore price

APAC, an investment holding company, targets private and listed natural
resource companies that have the potential to tap into China’s increasing
commodities demand.

APAC’s investment business is dedicated to the global resource sector and its
competitive advantage is its management team'’s expertise in linking its
investment knowledge with the practices of the resource sector. The company
identifies low cost resource projects which have the potential to increase

their cash flows while controlling risks.

APAC’s business is divided into three segments (based on the nature of each
business and its business cycle):

1) Primary strategic investments — APAC buys over a 20% interest at the
production stage (this segment contributed 97% of net profit in FY12 and
59% in FY11);

2) Resource investments — APAC buys less than a 20% interest in companies
it has identified as potential acquisition targets;

3) Commodity trading business — APAC trades coal and iron ore, with iron ore
being dominated by two off-take agreements with Mount Gibson.

APAC has a diversified business portfolio, with its highest exposure currently
in iron ore and trading.

Although we are bullish on the iron ore price for 2013 (we estimate it will
range between US$130 and US$150/t: see link), we believe that APAC’s stock
price has not fully factored in such a range of iron ore prices for this year.

APAC's dedication to the resource sector is a double-edged sword, as: 1) its
stock price could be negatively affected when the commodity cycle turns
south; and 2) the output of its key iron ore asset, Mount Gibson, will start to
shrink from 2014.

To guarantee its future performance, APAC will need to expand its primary
strategic investments by acquiring low cost mining assets in order to generate
stable cash flows. Thanks to its management expertise, we believe that APAC
should be able to show investors its progress on this front very soon.


http://miraeasset.wir.jp/d.ut?t=10m4vhhgr
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APAC Resources Ltd
1104 HK

A strategic holding company in the mining industry

APAC's portfolio changes every year. Current investments include:
e A 26.6% interest in Mount Gibson (MGZ.AU) — an iron ore miner
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e A 24.1% interest in Metals X (MLX.AU) — a tin miner and nickel and gold developer
e A 19.9% interest in ABM Resource (ASX.AU) — a gold explorer

Figure 1 Key investment timeline
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APAC’s current major investment is in Mount Gibson, which accounts for 63% of the
company’s assets. Mount Gibson’s iron ore output is estimated to grow by 30% in FY13 and
the company plans to expand in the near term through M&As by investing some of its
A$279m cash pile. In addition, another of APAC’s investments, Metals X, has established a
second mining area at Renison mine, which will increase its output volume. Overall, APAC’s
primary investments account for 79% of its total investments and its resource investments

account for 21% (Figure 2).

Figure 2 APAC's investment portfolio breakdown by AUM
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Three business segments: primary strategic investments,
resource investments and commodity trading

Primary investments — Mount Gibson and Metals X

e APAC invested in the resource companies at the production stage

e APAC is paid the attributable profits from the associate

e APAC's P&L is not affected by changes in the associates’ market capitalizations, but by the
associates’ profit level

APAC has signed take-off agreements to feed its commaodity trading segment

Resource investments — ABM Resources and portfolio of 60 stocks

e APAC invested in the resource companies at the exploration, development, and
production stages

APAC's P&L is determined by the stock price of the target companies

Before APAC closes its exposure to target companies, the unrealized mark-to-market
profit or loss is recorded in the income statement

After identifying an undervalued company, APAC will increase its shareholding, potentially
turning the target company into its associate (primary investment)

Iron ore and coal trading in China

e Based in Shanghai and currently trading iron ore and coal

e Dominated by two off-take agreements with Mount Gibson (iron ore); shipments are sold
on the spot market to steel mills and traders in China

Purchase agreements are based on Platts iron ore CFR China Index. There is a time lag
between paying for cargoes based on the preceding one month average and selling on
the spot price

The profit level is more influenced by the speed and magnitude of the change in iron ore
prices than by the absolute level of iron ore prices

e The top three customers contributed 88% of the segment’s revenue in 2012

Figure 3 APAC's business segments
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Source: Company data, Mirae Asset Research

Figure 4 Profit from the three segments
Profit mix 2011-12

HK$m 2011 2012
Primary strategic investments 866 240
Resource investments 180 -296
Commodity trading 138 5.6
Impairment loss/reversal 286 -411
Other effects (FX, disposal of partial interest in an associate, etc.) -8 -66.6
Net profit 1,462 -528

Source: Company Data, Mirae Asset Research
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Details of investment portfolio

1. Mount Gibson — 63% of assets; net profit of HK$372m in 2012
e  Fifth largest iron ore producer in Australia
e  Production capacity of c.10mtpa 62% Fe
o Koolan Island: capacity of 4mtpa; production of 3mtpa; C1 cash cost (FOB)
of US$60-65/t
o Tallering Peak: capacity of 3mtpa; production of 3mtpa; C1 cash cost (FOB)
of US$75-80/t
o Extension Hill: capacity of 3mtpa; production of 3mtpa; C1 cash cost (FOB)
of US$80-85/t
e 100% of Mount Gibson’s iron ore is delivered to China
e Contracted off-take agreement with APAC for 20% of production from Koolan Island
and Tallering

Figure 5 The cash cost of Mount Gibson is mid-to-high level, among Australian iron ore supply
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Since 50% of APAC’s investment is allocated to Mount Gibson, the profit of Mount Gibson
substantially affects the profit level of APAC. In addition, iron ore prices have a direct impact
on Mount Gibson’s profitability; hence, it also has a major bearing on APAC’s profit.

Mount Gibson’s net profit after tax decreased by 28% from A$239.5m in FY11 to A$172.5m in
FY12 due to the weaker realized iron ore price.
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Figure 6 Correlation between APAC's stock price and the iron ore price (2008-11)
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Although we are bullish on the iron ore price for 2013 (we estimate it will range between
US$130 and US$150/t), we believe that APAC's stock price has not fully factored in such a
range of iron ore prices for this year.

In addition to our positive view on the iron ore price, we expect Mount Gibson’s FY13 iron
ore production will increase 30% to 9m tons from 6.9m tons in FY12, as Extension Hill, one
of Mount Gibson’s mines, is expected to ramp-up to full capacity in FY13 (Figure 7).
Furthermore, improved transportation infrastructure has removed the constraints on
carrying capacity, which will boost sales. In FY12, sales of 5.2m tons were much less than
the output of 6.9m tons. However, sales volume has improved substantially in the latest
quarter after the successful commissioning and ramp-up of its rail/port facilities.

Figure 7 Mount Gibson'’s iron ore production forecast
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Mount Gibson’s consensus earnings have factored in the volume growth for FY13 (Figure 8).

Figure 8 Mount Gibson'’s financial performance

A$m 2010A 2011A 2012A 2013E
Revenue 536 672 649 902
Net profit after tax 132 240 173 225
Net assets 927 1,167 1,277 1,473
EPS (AU cents) 12 22 16 20.5

Source: Mount Gibson, Bloomberg Consensus, on 31 January 2013

Since no more investment is required from APAC, the risks for APAC are now limited.
Therefore, Mount Gibson is now a cash cow for APAC.

2. Metals X — 16% of assets; net loss of HK$79m in 2012

e Largest tin producer in Australia, contributing 2.5% of global primary tin supply
o Production target of 7-8kt pa tin in concentrate
o Resources of 261kt tin

e A rapidly advancing gold developer
o Production target of 120-180koz per annum
o Resources of 6.16moz gold equivalent in Central Murchison & Rover

e Wingellina Nickel project
o Production target of 40ktpa nickel and 3ktpa cobalt
o Resources of 183mt nickel ore (c.2mt nickel)

As 16% of APAC's portfolio was allocated to Metals X in FY12, attributable profits from

Metals X will affect APAC's profit levels. However, the impact has been less significant in
recent years.

o In the first three years, when APAC had its highest concentration of investment in
Metals X, the correlation between the stock price and the price of tin and nickel
was strong (Figures 9 and 10).

e In the second half of FY09, APAC overweighted its shareholding in Mount Gibson,
increasing its exposure to the iron ore price.

o Consequently, the stock price dropped by around 50% in 2011 due to the sluggish

iron ore price, while the price for tin and nickel increased by 26% and 19%
respectively.

Figure 9 Tin price versus APAC'’s stock price
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Figure 10 Nickel price versus APAC’s stock price
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Tin and nickel prices are estimated to be flat in 2013, based on Bloomberg consensus.

Although Metals X'’s profitability should improve, the company will barely breakeven, in our
view.

Figure 11 Metals X financial performance

A$m 2010A 2011A 2012A 2013E
Revenue 97 73 53 70
Net profit after tax 13 63 (44) 4
Net assets 202 264 213 263
EPS (AU cents) 0.92 4.57 N/A 0

Source: Metals X, Bloomberg Consensus, Canaccord Research Estimates on 31 January 2013

3. ABM Resources — 7% of assets
e An emerging gold explorer in Australia
e Potential early production at Old Pirate
o 724koz at 10.1gpt JORC resource
o 97% gold recovery via simple gravity processing
e Buccaneer Project
o 1.2moz at 2.2gpt JORC resource

APAC has invested in ABM Resources as a long-term strategy, as it could become a valuable
resource company. Therefore, although unrealized mark-to-market losses will impact APAC's
P&L, the final return will depend on the long-term prospects of the company.

ABM Resources’ stock price has moved at a comparatively low range since APAC's
investment (Figure 12).
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Figure 12 ABM Resources stock price
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4. Natural resources companies’ portfolio — 14% of assets

Some 14% of APAC’s investments are allocated in numerous emerging resource companies
around the world. This investment suffered a big loss in FY12, as the S&P Global Resource
Equity Index dropped 19% (Figure 13).

Figure 13 Global resource equity was sluggish FY12
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5. Commodity trading business

APAC trades iron ore and coal into China, and while doing so takes inventory risks. There is
a time lag between paying for cargoes based on the preceding one month average and selling
on the spot price. The profit level is more influenced by the speed and magnitude of changes
in the iron ore price than it is by the absolute level of the iron ore price.
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Recommendations

By stock (12 months) By industry

Buy: A target price + 10% or more above the current price, Overweight: over +10% of the current industry index

Hold: Target price within - 10% to +10% of the current price Neutral: -10% to +10% of the current industry index

Reduce: A target price of —10% or less below the current price Underweight: -10% or less than the current industry index

Hong Kong Compliance Disclosures

The views expressed in this report accurately reflect the personal views of the analysts about the subject securities, issuer(s) or new listing applicant(s). Each
Hong Kong analyst declares that neither he/she nor his/her associate serves as an officer or has any financial interests in relation to the issuer(s) or new
listing applicant(s) reviewed by the analyst. None of the issuer(s) or the new listing applicant(s) 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 of Mirae Asset Securities (HK) Limited (*"MASHK"). MASHK and/or its
employees may participate or invest in financing transactions with the covered issuer(s) and new listing applicant(s), referred to in this research report,
perform financial and business services for or solicit investment banking business from such covered issuer(s) and new listing applicant(s), and/or have a
proprietary trading position or effect transactions in the securities or other financial instruments and related derivatives of covered issuer(s) or new listing
applicant(s) thereon. MASHK confirms that it (i) does not own 1% or more aggregate financial interests of market capitalization in any of the issuer(s) or new
listing applicant(s) reviewed; (ii) has no investment banking relationship with the issuer(s) or new listing applicant(s) covered within the preceding 12 months;
(iii) does not involve in market making activities in the securities of the covered issuer(s) or new listing applicant(s); or (iv) does not have any Individual
employed by or associated with MASHK serving as an officer of any issuer(s) or new listing applicant(s) reviewed. The aforesaid “Individual” means (i) any
individual employed by MASHK in accordance with whose directions or instructions the analyst is accustomed or obliged to act; (ii) employed by MASHK who
has influence on the subject matter or content, or the timing of distribution, of research report; or (iii) who is responsible for determining the remuneration of
the analyst.

This disclosure statement and above terms’ interpretations are made and defined pursuant to paragraph 16 of the “Code of Conduct for Persons Licensed by
or Registered with the Securities and Futures Commission”.

Hong Kong Compliance Disclaimers

This report is originally prepared by MASHK and/or Mirae Asset Securities Co. Ltd. ("MAS") for distribution to their accredited professional and institutional
investor customers. It 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 other
jurisdiction, where the distribution, publication, availability or use would be contrary to such law or regulation or which would restrict MAS, MASHK or its
subsidiaries and affiliates (collectively "MAS Group”) to any registration or licensing requirement within such jurisdictions. It is not permitted to alter, transmit,
copy or distribute any materials, contents and copies of this report to any other persons or entity without the prior express written permission of MAS Group.
MAS Group owns all property rights of trademarks, service marks and logos used in this report.

The information, opinion and material presented in this report are provided for general information purposes only. This document is not and should not be
construed as an offer or the solicitation of an offer to sell, buy or subscribe for any investments of securities, financial instruments or related derivatives. MAS
Group may not have 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 such person shall not be treated as a customer of MAS Group by virtue of receiving this report.
Information and opinions presented in this report have been obtained or derived from sources believed by MAS Group to be reliable, but MAS Group makes no
representation or warranty, express or implied as to their accuracy, fairness or completeness and MAS Group accepts no liability for any direct or
consequential loss arising from the use of the material presented in this report unless such liability arises under specific statutes or regulations. This report is
not to be relied upon in substitution for the exercise of independent judgment. MAS Group may have other issued reports that are inconsistent with, and reach
different conclusions from, the information presented in this report. This report reflects the different assumptions, views and analytical methods of the
analysts who prepared them. For the avoidance of doubt, views expressed in this report do not necessarily represent those of MAS Group and may not imply
comparable future performance. This report may provide the addresses of, or contain hyperlinks to, various websites. To the extent that this report refers to
material outside MAS Group’s own website, MAS Group has not reviewed the linked sites and takes no responsibility for the content contained therein. Such
address or hyperlink (including addresses or hyperlinks to MAS Group 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 shall be at your own risks.

MAS Group may, to the extent permitted by law, participate or invest in financing transactions with the covered issuer(s) or the new listing applicant(s)
referred to in this report, perform various services for or solicit business from such covered issuer(s) or new listing applicant(s), have proprietary trading
position or effect transactions in the securities or other financial instruments and derivatives of the covered issuer(s) and new listing applicant(s) thereon.
MAS Group may have investments less than 1% in securities, financial instruments or derivatives of reviewed issuer(s) and new listing applicant(s) that may
trade them in different ways from those discussions in the reports. Employees of MAS Group who were not involved in the preparation of this report may have
investments in securities, financial instruments or derivatives of reviewed issuer(s) or the new listing applicant(s) and also may trade in different ways from
those discussions in the reports. MAS 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. MAS Group, its officers or directors and the analysts preparing the report may
have relationships with, financial interests in or business relationships with any or all of the covered issuer(s) and new applicant(s) mentioned in this report. As
a result of abovementioned matters, you should be aware that MAS Group may have a conflict of interest that could affect the objectivity of MAS Group’s
research reports. You should consider the research produced by MAS Group as only a single factor in making your investment decisions.

Information, opinions and estimates are provided on an “as if” basis without warranty of any kind and may be changed at any time without prior notice. There
can be no assurance that future events or results will be consistent with any such opinion. 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.

This report has been prepared by the research analyst(s) who are licensed and regulated by the Securities and Futures Commission in Hong Kong or Korea
Financial Investment Association in Korea who are not associated persons of any issuers or new listing applicants mentioned in this report. These research
analysts are not registered as research analysts with FINRA or the NYSE, but instead have satisfied the registration requirements of Hong Kong or Korean
standards. These research analysts may not be associated persons of Mirae Asset Securities (USA) Inc. and may not be subject to FINRA Rule 2711 and NYSE
Rule 472 restrictions on communications with a subject company, public appearances and trading securities held by a research analyst account. This report is
prepared by MASHK for distribution in Hong Kong; in Korea by the holding company named MAS; in Vietnam by the joint venture company named Mirae Asset
Securities (Vietnam) Joint Stock Company; in the United Kingdom by the subsidiary named Mirae Asset Securities (UK) Ltd; in the United States by the
subsidiary named Mirae Asset Securities (USA) Inc; and in the People’s Republic of China by the subsidiary named Mirae Asset (Shanghai) Investment
Consulting Co., Ltd..

This information may only be issued or passed on to any person in the United Kingdom if that person is of a kind described in Article 19.5 of the Financial
Services and Markets Act 2000 (Financial Promotions) Order 2001 or otherwise pursuant to exemptions to section 21 of the Financial Services and Market Act
2000. In addition, no person who is an authorised person may issue or pass on this information, or otherwise promote MAS Group, to any person in the United
Kingdom other than under the rules of the Financial Services Authority applicable to such authorised persons. 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.

Any United States recipient of this report that would like further information regarding any security discussed herein should contact Mirae Asset Securities

Mirae Asset Securities 9



Henry Liu, Head of Commodity Research, 852-3653-8606, henry.liu@miraeasset.hk APAC Resources Ltd MIRAE ASSET /
Shirley Zhao, CFA, Analyst, 852-3653-8648, shirley.zhao@miraeasset.hk 1104 HK Building on principles

(USA) Inc. Furthermore, any recipient of this report that would like to effect any transaction in any security discussed herein should contact and place the
orders with Mirae Asset Securities (USA) Inc. which, without in any way limiting the foregoing, accepts responsibility (solely for purposes of and within the
meaning of Rule 15a-6 under the SEC Act of 19.534) for this report and its dissemination in the United States.

If this report is being distributed by a financial institution other than MAS Group, that financial institution should take sole responsibility for its distribution. This
kind of report recipients should effect transactions in the securities mentioned in this report or require further information though such financial institution.
This report does not constitute investment advice by MAS Group to that kind of report recipients of the distributing financial institution. MAS Group and its
officers, directors and employees do not accept any liability whatsoever for any direct or consequential loss arising from the use of the contents of this report.
Investments in general and, derivatives, in particular, involve numerous risks, including, inter alia, market risk, counterparty default risk and liquidity risk. The
price of securities may go up as well as down. It may include the possibility of the invested capital loss. The past performance presented is not indicative of
future performance. In some cases, securities and other financial instruments may be difficult to value or sell and reliable information about the value or risks
related to the security or financial instrument may be absent. 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 an independent financial adviser 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 suitability of any particular investment or strategy whether opined on, 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.

Copyright January 2012 MAS Group. All rights reserved.

Mirae Asset Securities 10



