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Tiangong International Co., Ltd.

This document may contain statements that constitute “forward-looking statements”, including, but not limited to, statements relating to the implementation of strategic

initiatives, and other statements relating to our future business development and economic performance.

While these forward-looking statements represent our judgments and future expectations concerning the development of our business, a number of risks, uncertainties and

other statutory requirements may render actual developments and results to differ materially from our expectations.

These factors include, but are not limited to, (1) general market, macro-economy, governmental and regulatory trends, (2) movements in local and international securities

markets, currency exchange rates and interest rates, (3) competitive pressures, (4) technological developments, (5) changes in the financial position or creditworthiness of our

customers, obligors and counterparts, and changes in the developments in the markets in which they operate, (6) legislative developments, (7) management changes and

changes to our business group structure and (8) other key factors that may adversely affect our business and financial model.

We are not under any obligation to (and expressly disclaim any such obligations to) update or alter forward-looking statements whether as a result of new information, future

events, or otherwise.

This material may not be reproduced, distributed or transmitted to any other person or incorporated in any way into another document or other material without the prior written

consent of us.

This document is not:

(a) an offer of securities for sale in Hong Kong or elsewhere; or

(b) an invitation to enter into an agreement to acquire, dispose of, subscribe for or underwrite securities; or related to the issue of any securities.

This document (and the information contained herein) is not for publication or distribution to any person(s) except as written permitted by us.

Disclaimer
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2019 Interim Highlights

Tiangong International Co., Ltd.

Significant revenue and profit growth

Revenue

(RMB million)
2,807 (+19.5%)

Gross profit

(RMB million)
356 (+15.1%)

Net profit attributable to equity 

shareholders (RMB million)
149 (+77.0%)

The Group & Segments

Revenue

(RMB 

million)

1,100 (+11.3%)

GP 

Margin
19.0% (+1.2%)

ASP

(RMB/ton)
12,679 (+1.7%)

Sales 

Volume

(‘000 tons)

86.8 (+9.4%)

Die Steel

57.8 % 19.8 % 14.8% 7.6%

Revenue

(RMB 

million)

376 (+0.3%)

GP 

Margin
21.8% (+1.4%)

ASP

(RMB/ton)
28,003 (-2.8%)

Sales 

Volume

(‘000 tons)

13.4 (+3.3%)

Revenue

(RMB 

million)

282 (+4.3%)

GP 

Margin
15.2% (+0.1%)

ASP

(RMB/pcs)
2.75 (+28.0%)

Sales 

Volume

(‘000 pcs)

102,699 (-18.6%)

Cutting Tools

Revenue

(RMB 

million)

145 (+35.5%)

GP 

Margin
15.0% (+0.0%)

ASP

(RMB/ton)
71,856 (+10.8%)

Sales 

Volume

(‘000 tons)

2.0 (+22.4%)

Titanium AlloyHigh Speed Steel

Note: Revenue excluding trading of goods
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2019 Interim Highlights

Tiangong International Co., Ltd.

Global leadership position in the industry

6

◼ Ranked No.1 in global and China HSS production since 2007, and among the top 3 global Die Steel producer

◼ Tiangong’s project on the “Development and Application of Crucial High-Quality Die-casting Technology” has won the 

first prize in the “Metallurgical Science and Technology Award” co-organized by the China Iron and Steel Industry 

Association, the Chinese Society for Metals and the Metallurgical Science and Technology Committee

◼ Tiangong is listed on the “Top 100 Innovative Enterprises in Jiangsu Province in 2018”. The selection 

comprehensively evaluated innovation and development level from four aspects: innovation input, innovation output, 

innovation performance and innovation management

◼ Tiangong received the “Best Investment Value Award” at the “China Financial Market Awards 2019” organized 

by the renowned financial magazine China Financial Market for its excellent business performance and proactive 

communication with investors to enhance corporate governance and transparency

Tiangong won the first prize in the

“Metallurgical Science and Technology Award”

Tiangong is listed on the “Top 100 Innovative 

Enterprises in Jiangsu Province in 2018”

Tiangong received the “Best Investment Value 

Award”



2019 Interim Highlights

Tiangong International Co., Ltd.

Tiangong persevered in the trade war and its exports continued to grow

Revenue from exports to North America in 

1H2019

7

◼ The sales volume to the US has gone up despite that the China-US trade war has been raging and that some of the 

Group’s products have been listed as dutiable items, reflecting that the quality of the Group’s products is 

internationally recognized and the Group has gained the support from overseas customers, which do not easily 

change the supplier

◼ In May 2019, Zhu Xiaokun, chairman of Tiangong, was interviewed by CCTV. After the United States imposed tariffs 

on Tiangong’s products last year, some US customers have taken the initiative to apply for tax exemption for 

Tiangong from the US government

◼ Tiangong has successfully reached a tax-free settlement against Turkish government’s anti-safeguard measures, which 

is applicable to the entire special steel industry in China. Other enterprises in China’s special steel industry will also 

benefit from it without encountering export restrictions. As a landmark of China’s market economy status recognition 

process, this victory has a model role for domestic special steel enterprises. In addition to the earlier victory in 

the case against the EU, so far, Tiangong has found its own way to challenge international trade barriers and 

won three consecutive victories.

404 

548 

228 

297 
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2017 2018 1H2018 1H2019

Revenue from exports to North America 

RMB million

Representatives from Tiangong attended 

hearings in Turkey

Zhu Xiaokun, chairman of Tiangong, 

was interviewed by CCTV



2019 Interim Highlights

Tiangong International Co., Ltd. 

Product Development Strategy

After the restructuring of the factory area in

Danyang, Jiangsu, the Group is committed

to developing the powder metallurgy project.

Trial run is scheduled to begin in the fourth

quarter of 2019. The first phase of powder

metallurgy has an annual output of 2,000

tons, and the company has already received

orders

Marketing Strategy

Improve the technical level of the

products with the focus on high-end

market and avoid vicious price

competition in the low-end market. Fill

domestic supply gap and develop

international market

1

The competition in the high-end market

is relatively moderate. It is conducive to

the increase of customers’ reliance and

the stability of the Group’s sales base.

The Group would be able to improve the

gross profit margin

2

Tiangong has strengthened its direct sales

channels. The group will continue to increase

the proportion of direct sales and reduce

dependence on distributors. Also, we have

sold our own brands directly through the

opening of online sales channels

Increasing the direct sales channel

would help reduce distribution costs

and improve the Group’s gross profit

margin

1

The Group could enhance its

understanding of customer needs, such

as the product specifications and

requirements of post-processing.

Meanwhile, the financial stability of the

direct sales customers and their reliance

on suppliers are generally higher than

distributors

2

8



Tiangong International Co., Ltd. 
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Segment Reporting

Tiangong International Co., Ltd.

Die Steel

1H2019 vs. 1H2018: Tiangong strived to

increase its DS market share and end

customer stickiness by strengthening its

direct sales effort. In 1H2019, the sales

volume increased by 9.4%. The

average selling price increased mildly

by 1.7%. Consequently, revenue

generated from DS segment increased

by 11.3%. Demand from both domestic

and overseas markets stayed strong.

Sales volume from export surged

around 13.5%

GP Margin: The gross margin

increased from 17.8% in 1H2018 to

19.0% in 1H2019. Due to the increase in

the proportion of high alloy products and

the increase in the proportion of direct

selling to end customers, the overall

gross profit margin increased from 17.8%

to 19.0%

Revenue

GP Margin

Sales Volume and ASP

15.7%
16.3%

18.2%
17.8%

19.0%

12%

14%

16%

18%

20%

2016 2017 2018 1H2018 1H2019

122,734 
137,336 

148,567 

79,344 86,797 

10,285

12,280

14,122

12,461 12,679

2016 2017 2018 1H2018 1H2019

Sales Volume (ton) ASP (RMB/ton)
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Segment Reporting

Tiangong International Co., Ltd.

High Speed Steel

1H2019 vs. 1H2018 : Demand for HSS

remained strong in both domestic and

overseas markets. The average selling

price of HSS decreased as a result of

reduced prices of tungsten. The overall

sales volume increased by 3.3%. The

sales volume in domestic market

increased by 1.7%, while sales volume

in overseas markets increased by

9.5%

GP Margin: Gross margin of HSS

slightly increased from 20.4% in

1H2018 to 21.8% in 1H2019. The main

reason is the upgrading of the product

sales mix, which reduces the production

and sales of low-alloy products

Revenue

GP Margin

Sales Volume and ASP

16,807 

23,467 24,634 

13,005 13,428 

23,516

27,888

31,746
28,824 28,003

2016 2017 2018 1H2018 1H2019

Sales Volume (ton) ASP (RMB/ton)

18.6%
19.1%

20.6% 20.4%

21.8%

15%

18%

21%

24%

2016 2017 2018 1H2018 1H2019
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Segment Reporting

Tiangong International Co., Ltd.

Cutting Tools

1H2019 vs. 1H2018 : Overall increase of

4.3% was recorded in the segment.

Since 2018, Tiangong adopted a policy

to avoid unnecessary price war with other

small-scale production companies in the

domestic lower-end market, focusing

more on middle-end product in both

domestic and overseas markets. The

overseas markets have shown a

strong demand and new customer

development achieved significant

results; therefore, the revenue

increased by 17.3%. Average selling

prices rose 28.0% as the product mix

shifted to mid-end products

GP Margin: The market for cutting tools

is relatively matured and stable in recent

years. Simulated by increased overseas

demand, the gross margin of cutting tools

achieved a slight improvement to 15.2%

in 1H2019

Revenue

GP Margin

Sales Volume and ASP

12.2%

13.8% 13.9%
15.1% 15.2%

5%

9%

13%

17%

2016 2017 2018 1H2018 1H2019

299,835 
274,796 276,365 

126,105 
102,699 

1.8 1.9 2.1 2.2 2.8

2016 2017 2018 1H2018 1H2019

Sales Volume (‘000 pcs) ASP (RMB/pcs)
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Segment Reporting

Tiangong International Co., Ltd.

Titanium Alloy

1H2019 vs. 1H2018 : In 1H2019, the

overall sales volume of titanium alloy

products increased by 22.4%. The

demand of titanium products continues to

increase due to the strict environmental

protection requirements in China.

Meanwhile, the price of titanium sponge,

the main raw material of titanium alloy,

rose all the way in the first half of 2019.

The company successfully passed on the

increase in raw material prices to its

customers; therefore average selling

price rose 10.8%. As a result, there was

a significant increase in revenue by

35.5%. Development progress of

overseas markets is making good

progress and has recorded an

increase of 19.8% on export revenue

GP Margin: Gross margin of titanium

alloy remained at 15.0%

Revenue

GP Margin

Sales Volume and ASP

14.6% 14.4%

15.2% 15.0% 15.0%

10%

12%

14%

16%

18%

2016 2017 2018 1H2018 1H2019

4,582 

2,619 

3,610 

1,645 
2,012 

51,132 

64,197 
67,912 

64,876 
71,856 

2016 2017 2018 1H2018 1H2019

Sales Volume (ton) ASP (RMB/ton)
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Tiangong International Co., Ltd.

SECTION 3

Financial Overview
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Financial Overview

Tiangong International Co., Ltd. 

Financial Snapshot

Revenue Gross profit

Adjusted EBIT* Net profit

3,376 
3,898 

5,022 

2,348 
2,807 

0

1,000

2,000

3,000

4,000

5,000

6,000

2016 2017 2018 1H2018 1H2019

RMB million

372 
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413 
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84 
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RMB million
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*Note: To arrive at adjusted EBIT, the Group’s earnings are further adjusted for items not 
specifically attributed to individual segments 



Financial Overview

Tiangong International Co., Ltd. 

Revenue Attribution

Revenue attribution by segments in 1H2018 Revenue attribution by segments in 1H2019

Revenue attribution by regions in 1H2018 Revenue attribution by regions in 1H2019

16

Die Steel
56.8%

High Speed 
Steel

21.5%

Cutting 
Tools
15.5%

Titanium Alloy
6.1%

The PRC
55.0%

North 
America
13.1%

Europe
22.8%

Asia (other 
than the PRC)

7.7%

Others
1.4%

The PRC
53.3%

North 
America
15.6%

Europe
21.4%

Asia (other 
than the PRC)

8.4%

Others
1.2%

Die Steel
57.8%

High Speed 
Steel

19.8%

Cutting 
Tools
14.8%

Titanium Alloy
7.6%

Note: Revenue excluding trading of goods



Financial Overview

Tiangong International Co., Ltd. 

Cost Structure

Cost structure in 1H2018 Cost structure in 1H2019

17

Maintenance 
costs
0.5%

Depreciation
6.9%

Labor costs
6.0%

Utilities
12.7%

Alloy and other materials
72.7%

Others
1.3%

Maintenance 
costs
1.3%

Depreciation
6.9%

Labor costs
5.4%

Utilities
12.1%

Alloy and other materials
72.1%

Others
2.2%
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263
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178
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Financial Overview

Tiangong International Co., Ltd. 

Cash Position and Working Capital Overview 

Cash conversion cycle continued to improve in 2019

18

260 220

583 577

820
741

1,182 1,196

0

400

800

1,200

1,600

2,000

2016 2017 2018 2019.6.30

Cash Position

Deposits Cash and Cash Equivalents

961

1,765

1,080

RMB million

Note: Deposits includes both time and pledged deposits

Solid balance sheet & cash position to support existing 

business and growth opportunities

1,773



Financial Overview

Tiangong International Co., Ltd. 

Net Gearing Ratio

Net gearing improved significantly

1,809
2,032

1,419 1,465

4,155 4,303

4,823 4,899

44%
47%

29% 30%

0%

10%

20%

30%

40%

50%

0

1,000

2,000

3,000

4,000

5,000

6,000

2016 2017 2018 2019.6.30

Net Gearing Ratio

Net Debt Equity Gearing

RMB million % 
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Financial Overview

Tiangong International Co., Ltd. 

Capex Trend

Cash generated from operating activities increased significantly

20

Major Capex plan 

Project Status/Milestones Year Capex Amount

Acquisition of 

Land and 

Buildings

✓ In order to provide more office space and meet the increasing operational 

needs, the Group acquired a building with an aggregate gross floor area of 

22,561 sq.m. and a related land with a gross site area of 55,947 sq.m. for a 

consideration of RMB100 million

2019
RMB

100m

Intelligent 

facility for 

Cutting Tools

✓ The Group plans to start Cutting Tools' Intelligent facility construction in 2019, 

which will improve Cutting Tools' production efficiency and product precision 

on a large scale

2019
RMB

40m

Powder 

metallurgy 

production line

✓ The Group plans to invest RMB 500 million to start the construction of the first 

domestic powder metallurgy production line for mold steel. The first phase of 

the project is expected to be completed and put into production in the fourth 

quarter of 2019, and the annual output of 2,000 tons of powder metallurgy 

products will be achieved by then. The company has already received orders

2019-

2020

RMB

500m

495

215

811

206

420393
300 299

131

287

0

150

300

450

600

750

900

2016 2017 2018 1H2018 1H2019

Operating Cash Flow and Capex

Net Cash Generated from Operating Activities Capital Expenditure

RMB  million
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Outlook



Outlook

Tiangong International Co., Ltd. 

Aim to lead the development of the world's new material industry, and contribute to the 

high-end transformation and upgrading of China's manufacturing industry

Product Development Strategy－The market 

is expecting potential interest rate cuts by 

the Federal Reserve and infrastructure 

investment growth will continue to pick up in 

the second half of the year. This will have a 

positive impact on the steel industry. The 

company’s business is expected to sustain 

its growth momentum

Explore new markets－Continue to explore the 

high-end new materials market by actively 

looking for acquisition opportunities of overseas 

new materials enterprises, while at the same 

time developing powder metallurgy products 

in full swing

Marketing Strategy－Further strengthen sales 

channel to reduce the intermediate costs and 

improve overall gross profit margin. In the 

meantime, sell Tiangong’s own brand products 

directly through online sales channels

Company Strategy－Tiangong will continue to 

enhance the company's strength in various 

aspects, including the R&D and globalization of 

high-end new products, as well as production 

bases, etc., to cope with the complex 

international situation and challenges
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SECTION 5
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Tiangong International Co., Ltd. 

Tiangong International Corporate Snapshot

Global leadership positions in HSS, HSS Cutting Tools & Die Steel industry 

with around 250K tons of annual production capacity

# 1 globally in HSS market

# 1 in China’s HSS Cutting Tools industry 

# 3 globally in Die Steel sector

# 3 in China’s Titanium Alloy market

China's top 500 private manufacturing enterprises

Certified by China Special Steel Enterprises Association in 2017

Market share of High Speed Steel products is 15% globally and 35% in China 

Operates in more than 10 countries and employs around 3,000 people

Strong product lines selling to major markets around the world, covering the 

high growth regions

Meet a variety of end-market demands, including automotive, aerospace, 

medical, military and other fields

Titanium Alloy and powder metallurgy are listed as key strategic materials and 

cutting-edge new materials in “Made in China 2025", while High Speed Steel 

and Die Steel are listed as advanced basic materials

High Speed Steel, Die Steel and Cutting Tools are in line with the high quality 

special Steel materials in the national 《Strategic Emerging Industries Key 

Products and Services Guidance Catalogue》, while Titanium Alloy is in line 

with the high quality special steel materials and high performance non-ferrous 

metal and alloy materials

24



End-market Exposures

Tiangong International Co., Ltd.

Leading global new alloy materials & tools provider

Segment Industry End Customers

Die Steel

Automobile,

Aerospace, Machinery 

Equipment

High Speed Steel
Automobile,

Aerospace

Cutting Tools

Automobile,

Aerospace, Machinery 

Equipment, 

Construction, 

Consumer Electronics

Titanium Alloy
Medical, Aerospace, 

Military

25



New Materials Highlights Review

Tiangong International Co., Ltd.

Innovation and breakthrough in new materials 

Set up a powder metallurgy production line Established Powder Metallurgy Institute

26

◼ Tiangong set up a powder metallurgy production line, filling the gap of massive production of metal powder 

products in China

◼ Tiangong and China Iron & Steel Research Institute Group jointly established the first Powder Metallurgy Institute in 

Mainland China, aiming to develop high-quality metal powder products, stainless steel powder and other 

powder products comparable to international advanced level

◼ Tiangong officially becomes a new material enterprise after 39 advanced steel materials have been categorized in

《Classification of Strategic Emerging Industries (2018)》by National Bureau of Statistics

《Classification of Strategic Emerging 

Industries (2018)》



Global Footprint

Tiangong International Co., Ltd.

Global sales network strategically located in high growth regions 

27

The PRC
68.4%

North 
America

10.6%

Europe
14.5%

Asia (other 
than the PRC)

5.7%

Others
0.8%

1H2019

Revenue

Note: Revenue including trading of goods



Milestone

Tiangong International Co., Ltd. 

Global leader in the new alloy materials & tools market 

1999 2001 2007 2009 2010 2011 2014 2016 2018

July 2007 -

successfully listed 

on main board of 

HKEX

Began the R&D of 

Titanium Alloy

Becoming one of 

the top Die Steel 

producer in China

Commenced 

production in 

Titanium Alloy

Total production of 

Die Steel & HSS 

reached 151K tons 

and 250mn pieces 

of HSS Cutting 

Tools per year 

Started the 

construction of the 

first powder 

metallurgy 

production line in 

China 

Became the largest 

producer of HSS in 

China

December 2016 -

Won “Anti-Dumping, 

Anti-Subsidies” case 

in European 

Commission - the 

first successful case 

in the Chinese 

special steel industry 

Became the largest 

producer of HSS 

Cutting Tools in 

China

28



Unique Business Model

Tiangong International Co., Ltd. 

Uniquely positioned in global HSS, Cutting Tools and Die Steel industry

Upstream

Midstream

End-market

29

Scrap Steel

HSS
HSS Cutting 

Tools Die Steel Titanium Alloy

Titanium SpongeMolybdenumTungsten Chromium Vanadium



Efficient Cost Model 

Tiangong International Co., Ltd. 

Waste material recycling production know-how lead to higher efficiency and low 

production costs

Recycle Production Know-how

1. Achieves ~5% cost advantage

2. Stable raw material supply

3. Enhance production and 

operation efficiency

30

Waste recycle

Scrap Steel HSS

Die Steel

Cutting Tools

Internal supply

+ rare metals to 

produce

+ rare metals to 

produce



Dividends Trend

Tiangong International Co., Ltd. 

Dividends steadily upward

Dividend payout

22,114 

100,183 

90,410 

0

20,000

40,000

60,000

80,000

100,000

120,000

2016 2017 2018

DividendsRMB ‘000
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Dividends Trend

Tiangong International Co., Ltd. 

Maintaining a stable dividend payout ratio of 20% for 10 years, the Group is well prepared 

to bring higher returns to investors

32

Dividend payout ratio

20%
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Income Statement

Tiangong International Co., Ltd. 

RMB’000 1H2019 1H2018 % Change

Revenue 2,806,575 2,347,657 +19.5%

Cost of sales (2,450,451) (2,038,311) +20.2%

Gross profit 356,124 309,346 +15.1%

Other income 11,562 16,260 -28.9%

Distribution expenses (46,232) (50,901) -9.2%

Administrative expenses (63,040) (72,560) -13.1%

Other operating expenses (20,792) (42,383) -50.9%

Profit from operations 237,622 159,762 +48.7%

Finance income 9,720 3,647 +166.5%

Finance expenses (71,248) (67,178) +6.1%

Net finance costs (61,528) (63,531) -3.2%

Share of profits of associates 3,302 2,590 +27.5%

Share of profits of joint ventures (6,279) 8,203 -176.3%

Profit before taxation 173,117 107,024 +61.8%

Income tax (19,418) (19,093) +1.7%

Profit for the year 153,699 87,931 +74.8%

Attributable to:

Equity shareholders of the Company 149,468 84,441 +77.0%

Non-controlling interests 4,231 3,490 +21.2%

Profit for the period 153,699 87,931 +74.8%

Basic EPS (RMB) 0.059 0.036 +63.9%

Diluted EPS 0.059 0.036 +63.9%
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Balance Sheet

Tiangong International Co., Ltd. 

RMB’000 30 Jun 2019 31 Dec 2018 % Change

PPE 3,741,837 3,597,069 +4.0%

Non-current assets 4,127,420 3,923,593 +5.2%

Inventories 1,855,466 1,994,287 -7.0%

Trade & other receivables 2,394,332 2,351,841 +1.8%

Pledged deposits 620,500 464,500 +33.6%

Time deposits 575,568 717,414 -19.8%

Cash & cash equivalents 577,371 583,235 -1.0%

Current assets 6,027,376 6,112,759 -1.4%

Interest-bearing borrowings – Current 2,339,238 2,284,602 +2.4%

Trade & other payables 1,879,995 1,911,451 -1.6%

Current liabilities 4,242,188 4,201,449 +1.0%

Interest-bearing borrowings – Non-current 899,545 899,177 +0.0%

Non-current liabilities 1,013,584 1,011,943 +0.2%

Total equity 4,899,024 4,822,960 +1.6%
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For more information visit 

http://www.tggj.cn/en/

or contact: 

Wing LEE

Financial Controller

(852) 3102-2386 

tiangong@biznetvigator.com

http://www.tggj.cn/en/

