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Beneficiary of aging population

We maintain our BUY rating and target price of KRW45,000
for Woongjin Coway. The stock is now trading at FY12E P/E
of 13.7x; not a low level, when compared to other Korean
demand-oriented stocks. Moreover, its short-term earnings
growth should not sharply outpace that of its peers.
Nevertheless, in the long term, its business model is likely to
benefit from the surge in the number of retirees, the aging
of the population and the increase in the portion of single-
person households. In other words, the upcoming changes
in Korea’s population structure should work favorably for
Woongjin Coway, in that (1) its product portfolio is centered
on products related to health and wellness; and (2) the
company will have an easier time hiring workers for door-to-
door sales (its main distribution channel), in line with
retirees’ increasing desire to return to work.

» FY12E earnings to show stable growth

» Business model to benefit from changes in population
structure over the long term

» BUY and target price of KRW45,000 maintained

Company update

BUY

7 November 2011

Target price

BUY

10 Feb 2011

J
MIRAE ASSET

Building on principles

Current price (4 November 2011)

Upside/downside

Consensus target price
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28 Jan 2011
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10 Nov 2010

KRW45,000
KRW38,200

17.8%
KRW50,000
-10.0%

Fiscal year ending

Revenue (KRWb)
Op EBIT (KRWb)
Net income (KRWb)
Norm profit (KRWb)
EPS (KRW)

EPS growth

P/E (x)

EV/EBITDA (x)
Dividend yield

P/B (x)

ROE

Net debt/equity
Cons EPS (KRW)

Prev EPS (adj) (KRW)

Dec-10A

1,519
228.8
177.0
177.0
2,296
13.3%
16.6
6.0
0.0%
3.9
24.5%
34.9%
2,296
2,309

Dec-11E
1,664
231.7
183.6
183.6
2,381

3.7%
16.0
5.6
2.9%
3.4
22.5%
31.4%
3,125
2,622

Dec-12E  Dec-13E
1,780 1,842
261.0 279.7
215.5 245.0
215.5 245.0
2,794 3,176
17.4% 13.7%

13.7 12.0
4.9 4.5
3.4% 3.8%
2.9 2.6
23.1% 22.8%
25.2% 17.7%
3,833 3,176
3,127 3,421

FY12E earnings to show a stable growth

In 2012, Woongjin Coway is expected to post a 7.0% y-y increase
in sales and a 12.7% y-y gain in operating profit. The steady
increase in the number of rental accounts for environmental home
appliances should enable the company to enjoy stable top-line
growth. Moreover, operating profit should grow at a faster pace
than sales, as the Korean cosmetics business should return to the

black, after incurring operating losses of roughly KRW16bn in 2011.

The number of accounts that will fully recognize sales commissions
should also gradually increase from 2012; this should lessen the
burden on sales commissions and work positively for operating
profit growth.

See the last page of this report for important disclosures
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Free float
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Major shareholders

Woongjin Holding and others
Lazard Asset Management and others

1M
1.1%
-11.9%
6.9%

2,946/2,607
77.1m

67.6%
KRW31,700 —42,350
US$7.47m
3M 12M
23%  -11.6%
22%  -10.9%
8.4%  -13.7%
31%

14.5%

Kook-Hee Han, Analyst
82 2 3774 1474 cookie@miraeasset.com

Source for above data: Bloomberg, companies, Mirae Estimates
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Business model to benefit from the changes in population structure over
the long term

Woongjin Coway generates 90% of its profits from the environmental home appliance
and rental businesses. Given the characteristics of its products and main distribution
channel, we believe the company’s business model is inclined to benefit from the
upcoming changes in Korea’s population structure. In other words, the demand for
environmental home appliances is likely to rise as health awareness increases, in line
with the aging of the population. Moreover, the participation of retirees as prospective
door-to-door sales reps should rev up the company’s door-to-door sales. The growing
number of single-person households should also provide opportunities for securing new
growth engines; by altering existing products and developing new ones, in order to meet
the needs of single-person households.

BUY and target price of KRW45,000 maintained

We maintain our BUY rating and target price of KRW45,000 for Woongjin Coway. In
deriving our target price, we (1) calculated the company’s Korean operating value at
roughly KRW3.2tn by using the DCF method (g=3%, WACC=8.2%); and (2) calculated
the value of its Chinese subsidiary by summing up the value of 13x FY12E net profit
(KRW140bn) and the value of its equity stake in Woongjin Chemical (70% of market
price; KRW140bn). The target price implies a FY12E P/E of 16x.

Figure 1. Valuation of Woongjin Coway’s TP

Contribution

(KRWbn, KRW, %) Value Per share to TP Valuation method
Operating value 3,196 41,445 92 DCF (g=3%, WACC=8.2%)
Investment assets 283 3,666 8
Chinese subsidiary 142 1,844 4 13x FY12E net profit
Woongjin Chemical 141 1,823 4 MV*0.7
Total 3,479 45,112 100

Source: Mirae Asset Research
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Summary financial statements

Profit & Loss

(KRWb) Dec-09A Dec-10A Dec-11E Dec-12E Dec-13E
Revenue 1,412 1,519 1,664 1,780 1,842
Cost of goods sold (460) (494) (457) (499) (499)
Gross profit 952 1,025 1,207 1,281 1,343
SGand A (747) (796) (976) (1,020) (1,063)
Op profit 204 229 232 261 280
Op EBITDA 352 383 420 473 513
Depreciation (128) (132) (166) (188) (205)
Amortisation (20) (22) (23) (24) (28)
Op EBIT 204 229 232 261 280
Net interest 9) (14) (14) (13) (12)
Associates and JCEs 14 22 15 32 48
Other income (6) (0) 5 3 3
Net exceptional income - - - - -
Profit before tax 203 237 237 283 318
Tax (49) (59) (54) (67) (73)
Post-tax profit 153 177 184 215 245
Minorities - - - - -
Preferred dividends

Net income 153 177 184 215 245
Norm profit 153 177 184 215 245
Dividends 77) (80) (83) (98) (111)
Retained earnings 76 97 101 118 134

Source: Company data, Mirae Asset Research estimates

Cashflow

(KRWb) Dec-09A Dec-10A Dec-11E Dec-12E Dec-13E
Op EBITDA 352 383 420 473 513
Decrease in working capital (35) (41) (20) (13) (12)
Other operating cashflow 57 93 7 (24) (38)
Operating cashflow 374 435 407 436 462
Tax paid (49) (59) (54) (67) (73)
Net interest 9) (14) (14) (13) (12)
Dividends received 4) (47) (5) 17 40
Cashflow 312 314 335 373 417
Capital expenditure (210) (227) (256) (286) (309)
Net acquisitions - - - - -
Net investments - 1 0) 0 0
Other investing cashflow (66) (70) “4) 17 40
Investing cashflow (276) (295) (261) (269) (269)
Dividends paid (65) (77) (80) (83) (98)
Increase in equity - - . . .
Increase in debt (19) 105 - (30) -
Other financing cashflow 31 (48) - - -
Financing cash flow (52) (20) (80) (113) (98)
Beginning cash 76 64 57 51 42
Total cash generated a7 2) (6) (10) 50
Forex effects

Ending cash 59 62 51 42 91 |

Source: Company data, Mirae Asset Research estimates
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Balance Sheet

(KRWb) Dec-09A Dec-10A Dec-11E Dec-12E Dec-13E
Current assets 509 579 606 625 703
Cash and equivalents 64 57 51 42 91
Receivables 195 207 230 242 256
Inventories 55 73 73 81 84
Other current assets 197 241 251 261 272
Non current assets 761 861 953 1,048 1,136
Net operating fixed assets 418 454 521 584 632
Interest in associates 131 200 219 235 243
Other non-current ssets 212 206 213 229 262
Total assets 1,271 1,440 1,559 1,673 1,839
Current liabilities 542 441 453 470 485
Payables 29 38 39 43 45
ST debt 240 104 104 104 104
Other current liabilities 273 298 310 323 336
Total non-current liabilities 48 234 235 206 208
LT debt 30 220 220 190 190
Other non-current liabilities 18 14 15 16 18
Total liabilities 590 675 688 676 693
Issued capital 41 41 41 41 41
Share premium reserve 142 140 140 140 140
Reserves/Adjustments (31) (46) (46) (46) (46)
Retained earnings 530 630 733 866 1,013
Minorities - - - - -
Other equity - - - - -
| Total equity 681 765 868 1,001 1,148 |

Source: Company data, Mirae Asset Research estimates

Key Ratios
Dec-09A Dec-10A Dec-11E Dec-12E Dec-13E
Turnover growth 7.42% 7.59% 9.56% 6.97% 3.49%
Gross profit growth 4.9% 7.7% 17.8% 6.1% 4.8%
Operating profit growth 7.4% 12.0% 1.2% 12.7% 7.1%
EBITDA growth 7.9% 12.3% 8.7% 15.5% 11.0%
EPS growth 16.8% 13.3% 3.7% 17.4% 13.7%
Norm BPS growth 12.2% 10.2% 13.6% 15.2% 14.7%
Gross margin 67.4% 67.5% 72.5% 71.9% 72.9%
Operating margin 14.5% 15.1% 13.9% 14.7% 15.2%
EBITDA margin 25.5% 26.6% 26.4% 28.5% 30.6%
EBIT margin 15.0% 16.5% 15.1% 16.6% 17.9%
Net income margin 10.9% 11.7% 11.0% 12.1% 13.3%
ROE 24.0% 24.5% 22.5% 23.1% 22.8%
ROA 13.1% 13.1% 12.2% 13.3% 14.0%
Net debt/equity 30.3% 34.9% 31.4% 25.2% 17.7%
Interest cover ratio 16.3 13.0 13.5 15.3 17.1
Dividend payout ratio 50.1% 45.2% 45.3% 45.3% 45.1%
Inventory days 43.3 54.1 58.5 59.3 61.1
Account receivable days 50.3 49.8 50.5 49.7 50.7
Account payable days 23.2 28.3 30.9 31.2 32.7
Reported EPS (KRW) 2,025 2,296 2,381 2,7% 3,176
EPS (KRW) 2,025 2,296 2,381 2,794 3,176
Reported BPS (KRW) 8,994 9,916 11,261 12,977 14,888
Norm BPS (KRW) 8,994 9,916 11,261 12,977 14,888
DPS (KRW) 1,010 0 1,090 1,280 1,450
Cashflow per share (KRW) 4,118 4,069 4,342 4,833 5,400
Reported P/E (x) 18.9 16.6 16.0 13.7 12.0
P/E (x) 18.9 16.6 16.0 13.7 12.0
P/B (x) 4.25 3.85 3.39 2.94 2.57
P/CF (x) 9.28 9.39 8.80 7.90 7.07
EV/EBITDA (x) 7.06 6.04 5.63 4.94 4.48
EV/Operating Cashflow (x) 6.79 5.62 6.08 5.75 5.46
EV/Sales (x) 1.80 1.61 1.49 1.41 1.37
| Dividend yield 2.64% 0.00% 2.85% 3.35% 3.80% |

Source: Company data, Mirae Asset Research estimates
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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

Earnings quality score

Earnings Quality Score = 0.70*(Historical Earnings Stability) + 0.15*%(Consensus Forecast Certainty) + 0.15*(Consensus Forecast Accuracy)

1. Historical Earnings Stability
- The variability of the net profit growth rate (YOY) over the last 20 quarters was translated into percentage terms.
- Earnings growth variability was calculated based on MAD (Median Absolute Deviation), rather than SD (Standard Deviation) in order to
minimize distortion from outliers.
- The lower the earnings growth variability, the higher this indicator.

2. Consensus Forecast Certainty
- The gap between analysts' views on 12-month forward EPS was translated into percentage terms.
- The gap is calculated by dividing the SD of 12-month forward EPS with the average value.
- The narrower the gap, the higher this indicator.

3. Consensus Forecast Accuracy
- The median value of absolute EPS surprise over the last 3-year was translated into percentage terms.
- EPS surprise was calculated based on 'the actual figure at the end of the year / the consensus estimate at the beginning of the year - 1'.
- The lower the absolute EPS surprise, the higher this indicator.

* Reference
1) Consensus Forecast Certainty and Consensus Forecast Accuracy were applied only to companies with more than 5 years of EPS estimates.
2) We gave the average score of 50 to cases in which the aforementioned indicators could not be produced.

Compliance Notice

This report is distributed to our clients only, and none of the report material may be copied or distributed to any other party. While
Mirae Asset Securities have taken all reasonable care to ensure its reliability, we do not guarantee that it is accurate or complete.
Therefore, Mirae Asset Securities shall not be liable for any result from the use of this report. This report has never been provided to any
institutional investor or third party. This report has been prepared without any undue external influence or interference, and accurately
reflects the personal views of the analyst on the company herein.

[Analyst: Kook-Hee Han]

Securities Held by the Analyst . L
Holdings of Participation in

Involvement Treasury Stock
Number share of Issuance of . .
Stock Analyst Type of Purc.hase Purchase over 1% Securities with Affiliates Held
Price Date
Shares
N/A

REMARK: Korean analyst is only responsible for Korean securities and relevant sectors only
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Stock Price & Target Price Trend = Stock Price = Target Price Price

Woongjin Coway (021240 KS)

= Buy = Hold =~ Reduce g Not Rated Previously m Strong Buy = Buy = Mkt.Perm = Und.Perm . .
Date Recommendation ~ 12-Month Target (W) Price (W)
2008/06/03 BUY (Initiate) 36,400
2008/07/23 BUY 34,500(Down)

2008/08/11 BUY 34,500

2009/07/07 BUY 37,500(Up)
2009/08/10 BUY 37,500

2009/09/17 BUY 45,000(Up)
2009/09/28 BUY 45,000

2009/10/26 BUY 51,000(Up)
2009/11/09 BUY 51,000
500004 2010/01/07 BUY 51,000
' 2010/02/22 BUY 51,000
45 000 - 2010/04/01 BUY 51,000
2010/04/19 BUY 51,000
40,000 2010/05/10 BUY 51,000
2010/06/15 BUY 51,000
33,000 2010/07/23 BUY 51,000
2010/08/13 BUY 51,000
2010/09/28 BUY 51,000
2009 2011 2010/10/12 BUY 51,000
2010/10/19 BUY 51,000
2010/11/02 BUY 51,000
2011/01/28 BUY 51,000
2011/02/10 BUY 51,000
2011/04/08 BUY 51,000
2011/05/18 BUY 51,000
2011/06/30 BUY 51,000

2011/09/23 BUY 45,000(Down)
2011/11/04 BUY 45,000
2011/11/07 BUY 45,000
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Hong Kong Compliance Disclosure

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
Group and/or its employees may participate or invest in financing transactions with the issuer(s), referred to in this research report, perform services for
or solicit investment banking business from such issuers, and/or have a principal investment position or effect transactions in the securities or other
financial instruments 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 any member companies of MASHK Group 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”.

Disclaimer

This report was originally prepared and issued by MASHK and/or Mirae Asset Securities Co. Ltd. ("MAS”) for distribution to their professional, accredited
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 locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or
which would subject MASHK and its subsidiaries and affiliates in Hong Kong (collectively MASHK Group) to any registration or licensing requirement within
such jurisdictions. None of the material, nor its contents, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other
party, without the prior express written permission of MASHK Group. All trademarks, service marks and logos used in this report are trademarks or service
marks or registered trademarks or service marks of MASHK Group.

The information, opinion and material presented in this report are provided for general 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, other financial instruments or any derivative related to such securities or
instruments. MASHK 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 MASHK Group by
virtue of receiving this report.

Information and opinions presented in this report have been obtained or derived from sources believed by MASHK Group to be reliable, but MASHK Group
makes no representation or warranty, express or implied as to their accuracy, fairness or completeness and MASHK 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. MASHK Group may have issued other reports that are
inconsistent with, and reach different conclusions from, the information presented in this report. The reports reflect 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
MASHK 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 MASHK
Group’s own website, MASHK 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 MASHK 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 risk.

MASHK Group may, to the extent permitted by law, participate or invest in financing transactions with the issuer(s) or the new listing applicant(s) referred
to in this report, perform services for or solicit business from such issuer(s) or new listing applicant(s), and/or have a position or effect transactions in the
securities or other financial instruments thereon. MASHK 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. MASHK Group, its officers or directors and the
analysts 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 an issuer or new listing applicant and collectively the issuer(s) or new listing applicant(s)).
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) in Hong Kong or Korea, who are not associated persons of the member or member organization.
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 has been prepared by MASHK and/or MAS for distribution in Hong Kong; in Korea by its holding company named Mirae Asset
Securities Co. Ltd.; in Vietnam by its joint venture company named Mirae Asset Securities (Vietnam) Joint Stock Company; in the United Kingdom by its
subsidiary named Mirae Asset Securities (UK) Ltd; in the United States by its subsidiary named Mirae Asset Securities (USA) Inc.

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 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 MASHK Group, to any person in
the United Kingdom other than under the rules of the Financial Services Authority ("FSA”) 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 U.S. recipient of this report that would like further information regarding any security discussed herein should contact Mirae Asset Securities (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 an within the
meaning of Rule 15a-6 under the SEC Act of 1934) for this report and its dissemination in the United States.

Investments in general and, derivatives, in particular, involve numerous risks, including, inter alia, market risk, counterparty default risk and liquidity risk.
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 a 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.

This document may not be taken or transmitted into or distributed in Japan, Canada, the People’s Republic of China or other restricted countries.

Copyright September 2011 MASHK Group. All rights reserved.
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