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Attractive earnings and dividend, China momentum expected in 2H15
+ 2015 operating profit to be in line with consensus at W106.4bn (+9% YoY)
BUY (MAINTAIN) . . . v .
¢ Domestic rental business to remain brisk in 2H15, new momentum
expected from water purifier business in China
Price (Jun. 30 1, . .
rice (Jun. 30) LERALY Retain BUY and upgrade target price to W120,000
Target Price W120,000
T variance 31.3% 2015 operating profit to be in line with consensus at W106.4bn (+9% YoY)
We forecast Coway’s standalone sales to reach W530.3bn (+1.3% YoY) and
JoshuaKong B (82-2) 3772-1527 operating profit W106.4bn (+9.0% YoY) in 2Q15. Net adds in rental subscription
D4 jxlove1983@shinhan.com are expected to have surged to 94,654 (+192.5% YoY) as the number of expiring
SeungWooSon T (82-2) 3772-1565 subscribers decreased (-25% YoY).
>4 swson85@shinhan.com Coway is projected to have posted rental sales of W370.1bn (+7.6% YoY), lump-
sum contract revenue of W39bn (+4.2% YoY), exports of W36.1bn (-35.3% YoY),
KOSPI 2,074.20p and cosmetic sales of W22.3bn (+0.2% YoY). Operating profit is likely to meet the
KOSDAQ 742.27p consensus (W106.2bn).
Market Cap. W7,049.2bn/ US6,183.5 . . o
arket ap i " Domestic rental business to remain brisk in 2H15, new momentum expected
Par Value W500 ps . . .
- from water purifier business in China
OUtStandTg Shares 77'1Tn Domestic rental business is expected to sustain growth in 2H15. We forecast net
Free FLOat‘f‘g Shares 50.4mn(65.3%) adds in rental contracts to rise to 130,000 (+17.5% YoY) and rental sales to
52-Week High/Low W103,500/W78,900  W759hn (+7.4% YoY) in 2H15. Earnings growth in the rental business will drive
60-Day Avg. Trading Volume 165,881shrs margin improvement. Operating margin is estimated at 20.1% (+1%p YoY) in 2H15.
60-Day. Avg. Trading T/0 W15,337mn . Lo . . .
Foreign Ownership 54.25% A risk factor is limited room for long-term growth in the domestic water purifier
: market with penetration rate already reaching approximately 30%. Coway’s shares
Major Shareholders o . .
have been trading in a narrow range for the past year due to the sluggishness of
_________ Coway Holdings and 9 others  30.97% a3y pyrifier exports to China.
Lazard Asset Management LLC 5.21%
and 39 others . Foray into China’s water purifier market in 2H15 is the new growth engine. The
Absolute Performance M 20%  company will form partnership with local distributors based on its own brand. The
6M  86% B2C penetration rate of water purifiers is only 2% in China. Expectations run high.
M 7.9%
Relative performance M 4% Retain BUY and upgrade target price to W120,000
to KOSPI oM 03% We retain our BUY rating on Coway and upgrgde our target prige frqm W115,000
oM a2 to W120,000 based on earnings forecast revision. Steady earnings improvement
P Pp— ot : . will be attained on brisk domestic rental business. High year-end dividend yield
a:aalgssts in Kores bt not1isnrzs; ot?ur:rEﬂ:d?;ona,si;ifsdairﬁg of 2.8% provides downward rigidity in the share price. Downside risk is limited.
the US. Penetration into the China water purifier market is key. We recommend a BUY
* Bl Analyst certification and important disclosures & ‘ :
o i i s pting from a long-term perspective.
Year to Dec. Sales OP Pre-tax NP EPS Growth BPS PER  EV/EBITDA PBR ROE  Net Debt
(W bn) (W bn) (W bn) (W bn) (Won) (%) (Won) (X) (X) (X) (%) Ratio (%)
2013 1,933.7 333.2 350.5 253.2 3,283 114 12,543 20.2 10.1 5.3 28.6 135
2014 2,013.6 377.5 329.7 242.9 3,150 41 13732 26.7 105 6.1 2.0 6.2
2015F 2,113.1 4217 415.7 313.1 4,059 289 15287 225 102 6.0 28.0 (6.7)
2016F 2,258.7 465.7 467.1 3317 4,542 119 1679 20.1 9.5 5.4 283 (16.3)
2017F 2,410.5 519.6 524.0 372.1 5,096 122 18442 17.9 8.7 5.0 28.9 (24.2)
Source: Company data, Shinhan Investment Comp. / Note: K-IFRS standalone
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2Q15 earnings estimates

(bn KRW) 2Q15F 1015 % QoQ 2014 % YoY Consensus
Sales 530.3 506.1 48 523.3 13 538.5
op 106.4 98.9 7.5 97.6 9.0 106.2
NP 77.8 75.1 3.6 65.2 19.3 78.2
OPM (%) 20.1 19.5 18.7 19.7
NPM (%) 14.7 14.8 125 145

Source: Company data, Shinhan Investment Corp.
Note: K-IFRS standalone

Earnings forecast revision

2015F 2016F
(bn KRW) Before After Change (%) Before After Change (%)
Sales 2,111.5 2,113.1 0.1 2,256.9 2,258.7 0.1
0P 414.8 421.7 1.7 458.1 465.7 1.7
Consolidated NP 314.9 320.6 1.8 361.8 368.9 2.0

Source: Company data, Shinhan Investment Corp.
Note: K-IFRS standalone

Target price calculation

(bn KRW) Value  (bn KRW) Value (bn KRW) Value
2015 NP 320.6  12-month forward NP 352.8 2016 NP 368.9
EPS (KRW) 4,157 EPS (KRW) 4575  EPS (KRW) 4,784
PER (x) 29  Target PER (x) 26 PER (x) 25
Target price (KRW) 120,000 Target price (KRW) 120,000 Target price (KRW) 120,000
Current price (KRW) 91,400  Current price (KRW) 91,400  Current price (KRW) 91,400
Current PER (x) 22.0  Current PER (x) 20.0  Current PER (x) 19.1

Source: Shinhan Investment Corp.
Note: 1) K-IFRS consolidated; 2) target PER is a 20% premium to 3-year average PER of 22x

12-month forward PER band 12-month forward PBR band
(KRW) (KRW)
150,000 - 150,000 -
25x 7.0x
120,000 1 120,000 A
22x 6.0x
h. 19x 5.0x

90,000 A ). 90,000 -
/J'»W'“ 16x 4.0x
.Jl/ 13x ] 3.0x

60,000 - o~ 60,000
P
30,000 T T T 30,000 T T T .
13 14 15F 16F 13 14 15F 16F
Source: QuantiWise, Shinhan Investment Corp. Source: QuantiWise, Shinhan Investment Corp.
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Annual earnings
(bn KRW) 2013 2014 2015F 2016F 2017F
Sales 1,933.7 2,013.7 2,1131 2,258.7 2,410.5
Growth (% YoY) 7.0 4.1 4.9 6.9 6.7
Rental subscribers (no. of contracts) 4,434,632 4,600,582 4,894,038 5,162,885 5,459,534
Growth (% YoY) (3.8) 3.7 6.4 5.5 5.7
Rental ARPU (KRW) 25,359 25,647 26,163 26,440 26,785
Rental sales 1,320.2 1,390.3 1,490.4 1,595.5 1,707.1
Rental registration 13.2 10.2 6.7 44 2.9
Membership 172.3 183.4 184.9 187.2 189.4
Lump-sum 149.3 123.5 134.9 135.9 137.7
Exports 144.6 167.4 149.5 171.9 190.7

0DM 112.7 120.3 106.3 122.2 133.9

Overseas subsidiaries 31.9 47.1 43.2 49.7 56.8
Cosmetics 76.4 80.4 91.5 102.5 115.9
Others 57.7 58.4 55.1 61.4 66.7
Growth (% YoY)
Rental 4.6 5.3 1.2 7.0 7.0
Rental registration (44.6) (22.4) (34.4) (34.4) (34.4)
Membership 6.8 6.4 0.9 1.2 1.2
Lump-sum 3.2 (17.3) 9.2 0.7 1.4
Exports 32.0 15.8 (10.7) 14.9 11.0
Cosmetics 13.6 5.3 13.7 12.1 13.1
Others (living + water treatment) 50.7 1.2 (5.6) 11.5 8.6
C0GS 651.7 673.4 684.0 737.6 7873
COGS ratio (%) 33.7 33.4 32.4 32.7 32.7
GP 1,282.1 1,340.3 1,429.1 1,521.1 1,623.2
GPM (%) 66.3 66.6 67.6 67.3 67.3
SG&A costs 948.9 962.7 1,007.4 1,055.4 1,103.5
SG&A costs/sales ratio (%) 49.1 47.8 47.7 46.7 45.8
oP 333.2 377.6 421.7 465.7 519.6
OPM (%) 17.2 18.8 20.0 20.6 21.6
Growth (% YoY) 46.3 133 117 104 116
Financial income 3.9 2.3 2.4 3.9 (0.5)
Financial expense 17.6 10.9 6.3 3.9 13
Other non-operating income (9.1) (8.5) (2.2) 14 6.2
Pre-tax profit 350.5 329.9 415.7 467.1 524.0
Corporate tax 97.9 86.9 102.6 116.8 131.0
Corporate tax rate (%) 27.9 26.4 24.7 25.0 25.0
NP 252.6 242.9 313.1 350.3 393.0
NPM (%) 13.1 12.1 14.8 15,5 16.3
Growth (% YoY) 111.0 (3.8) 28.9 11.9 12.2
Profit/loss at subsidiaries (7.6) (4.2) 75 18.6 21.9
Consolidated NP 245.1 238.7 320.6 368.9 420.9
Growth (% YoY) 160.6 (2.6) 343 15.1 14.1
Standalone EPS (KRW) 3,283 3,150 4,059 4,542 5,096
Consolidated EPS (KRW) 3,178 3,005 4,157 4,784 5,458

Source: Company data, Shinhan Investment Corp.
Note: 1) K-IFRS standalone
2) 365,316 non-performing accounts excluded in 2013 rental subscriber numbers
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Quarterly earnings
(bn KRW) 1014 2014 3Q14 4Q14| 1Q15 2Q15F 3Q15F 4Q15F | 1016F 2Q16F 3Q16F 4Q16F| 2014 2015F 2016F
Sales 4948 5233 496.1 499.5| 506.1 530.3 533.9 542.8| 549.5 564.5 567.0 577.8 2,013.7 2,113.1 2,258.7
Growth (% YoY) 6.4 5.3 1.4 3.6 2.3 13 7.6 8.7 8.6 6.4 6.2 6.4 41 49 6.9
Rental sales 339.4 344.0 350.3 356.7| 361.3 370.1 376.2 382.8| 388.6 396.3 401.9 408.7/1,390.3 1,490.4 1,595.5
Rental registration 3.0 2.7 2.4 2.2 2.0 1.8 1.6 1.4 1.3 1.2 1.0 09| 10.2 6.7 44
Membership 439 457 469 46.9| 46.0 46.2 463 46.4| 46.6 467 469 47.0| 183.4 1849 187.2
Lump-sum 276 374 318 267| 300 390 330 330 33.8 365 31.6 340| 1235 1349 135.9
Exports 452 557 330 335| 33.0 361 398 40.7| 40.1 432 441  445) 1674 1495 1719
Cosmetics 210 223 172 20.0| 231 223 223 23.7| 247 251 259 26.8 80.4 915 102.5
QOthers 148 154 146 136 106 149 148 148| 145 155 156 159 58.4 55.1 61.4
€0GS 169.3 180.5 162.5 161.1| 159.3 1725 1749 177.3| 178.7 1848 185.4 188.6| 673.4 684.0 737.6
(OGS ratio (%) 342 345 328 323| 315 325 328 327| 325 327 327 326| 334 324 327
SG&A costs 235.7 245.2 236.6 245.2| 247.9 251.4 251.7 256.4| 263.0 262.1 263.5 266.8| 962.7 1,007.4 1,055.4
SG&A costs/sales ratio (%) 47.6 469  47.7 491 49.0 474 4711 472 419 464 465 46.2 471.8 47.7 46.7
(1] 899 976 97.0 93.2| 989 106.4 107.3 109.1| 107.8 117.5 118.0 122.4| 377.6 421.7 465.7
OPM (%) 182 187 195 187 195 201 201 201 19.6 208 208 21.2 18.8 20.0 20.6
Growth (% YoY) 29.8 23.0 (0.) 6.4 10.1 9.0 107 171 9.0 104 100 121 13.3 11.7 10.4
Financial income 0.7 0.4 0.7 0.4 0.3 0.5 0.7 0.8 0.8 0.8 1.0 1.2 2.3 2.4 3.9
Financial expense 2.9 3.1 2.8 2.1 0.9 2.2 1.7 15 1.3 1.1 0.9 0.7 10.9 6.3 3.9
(Other non-operating income 02 (83) (6.6) 6.1/ (0.0) (1.0) (0.7) (0.4)| (0.2) 0.2 0.5 08| (85) (2.2) 1.4
Pre-tax profit 879 8.7 8.2 670 983 103.7 1056 108.1| 107.3 117.4 1187 123.7| 329.9 4157 467.1
NP 66.1 652 66.4 453| 75.1 778 79.2 81.0| 80.4 881 89.1 92.8| 2429 313.1 350.3
NPM (%) 134 125 134 91| 148 147 148 149| 146 156 157 16.1 12.1 14.8 15.5
Growth (% YoY) (17.6) 8.1 6.7 (94)| 136 193 193 79.0 71 132 125 145| (3.8) 28.9 11.9

Source: Company data, Shinhan Investment Corp.
Note: K-IFRS standalone

Rental subscribers and ARPU

(subscribers) 2009 2010 2011 2012 2013 2014 2015F 2016F 2017F
ARPU (KRW) 24,713 24,129 24,905 25,258 25,359 25,647 26,163 26,440 26,785
Total subscribers 3,898,647 4,145,102 4,450,003 4,607,420 4,434,632 4,600,582 4,894,038 5,162,885 5,459,534
Net adds 259,450 246,455 304,901 157,417 (172,788) 165,950 293,456 268,847 296,649
New subscribers 1,188,939 1,167,378 1,272,538 1,218,911 1,165,966 1,330,052 1,463,898 1,507,326 1,535,600
Termination 436,446 419,214 451,370 521,109 477,717 636,142 634,082 725,347 694,779
Cancellation rate (%) 13.5 12.9 12.5 12.1 10.8 11.9 11.7 11.0 10.5
Growth (%)

ARPU 0.8 (2.4) 3.2 1.4 0.4 1.1 2.0 11 1.3
Total subscribers 71 6.3 14 3.5 (3.8) 3.7 6.4 5.5 5.7
Net adds 871.5 (5.0) 3.7 (48.4) (209.8) (196.0) 76.8 (8.4) 10.3
New subscribers 13.7 (1.8) 9.0 (4.2) (4.3) 14.1 10.1 3.0 1.9

Source: Shinhan Investment Corp.
Note: 365,316 non-performing accounts excluded in 2013 rental subscriber numbers

@ SHINHAN INVESTMENT CORP.



News Coway

Global peers
Company Coway Kurita Water S-1 Corp. 0SIM Fujian Longking Hyflux
Industries International
Ticker 021240 KS 6370 JP 012750 KS 0SIM SP 600388 CH HYF SP
Market cap. (bn KRW) 7,049.2 3,106.3 2,982.9 1,039.6 3,658.3 574.7
Sales 2014 2,160.3 1,833.3 1,7183 574.4 1,017.5 259.7
(bn KRW) 2015F 2,298.5 1,704.6 1,881.4 571.8 1,223.9 385.6
2016F 2,462.8 1,965.1 2,045.4 611.6 1,402.3 596.2
0P 2014 364.4 188.1 172.3 104.6 88.5 (58.4)
(bn KRW) 2015F 423.7 164.1 200.1 90.8 101.8 40.9
2016F 474.7 182.6 232.4 105.5 120.1 715
0P margin 2014 16.9 10.3 10.0 18.2 8.7 (22.5)
(%) 2015F 18.4 9.6 10.6 15.9 8.3 10.6
2016F 19.3 9.3 11.4 17.3 8.6 12.0
NP 2014 249.7 101.0 111.8 84.9 79.2 47.8
(bn KRW) 2015F 317.6 102.7 140.0 74.6 95.2 1.8
2016F 357.9 119.2 165.4 85.4 110.9 314
NP margin 2014 11.6 5.5 6.5 14.8 7.8 18.4
(%) 2015F 13.8 6.0 1.4 13.1 7.8 0.5
2016F 14.5 6.1 8.1 14.0 7.9 5.3
EPS growth 2014 8.1 /B 39.7 T/B 5.3 /B
(% YoY) 2015F 16.7 9.4 15.7 T/B 122.0 /B
2016F 12.7 17.3 18.1 11.1 10.5 /B
P/E 2014 25.1 33.1 215 14.8 32.4 50.9
(x) 2015F 22.1 29.5 20.7 14.4 19.2 n/a
2016F 19.6 25.1 17.5 12.9 17.4 29.7
P/B 2014 6.0 1.5 2.7 35 4.8 15
(%) 2015F 5.6 1.5 2.8 2.9 3.2 0.8
2016F 49 1.5 2.5 2.7 2.7 0.8
EV/EBITDA 2014 10.8 8.2 8.0 8.9 24.1 n/a
(%) 2015F 10.9 8.6 8.7 75 n/a 20.2
2016F 10.0 8.2 7.8 6.6 n/a 12.9
ROE 2014 25.2 4.7 13.1 28.8 15.6 5.2
(%) 2015F 28.1 5.4 14.6 19.2 18.0 (1.4)
2016F 274 5.9 15.8 20.1 18.7 3.8
Source: Bloomberg consensus, Shinhan Investment Corp.
Share performance of global peers Valuation of global peers
(%) ROE (%) i
250 - 30 - | Coway
Coway '
Kurita Water Industries I
————— S-1 Corp. '
150 4 0SIM International 20 4 0SIM 1
Hyflux : Fujian
Fujian Longking W |\ ___________ oo
s
50 A 10 4 :
,_aa@c:‘m:@a., E
J o : Kurita PER (x)
(50) 0 T ' r s
07/14 10/14 01/15 04/15 0 10 20 30 40
Source: Bloomberg, Shinhan Investment Corp. Source: Bloomberg, Shinhan Investment Corp.
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Balance Sheet Profit and Loss

Year to Dec. (W bn) 2013 2014  2015F  2016F  2017F Year to Dec. (W bn) 2013 2014  2015F  2016F  2017F

Assets 16411 15760 16619 1,772.7 1,947.5 Sales 1,933.7 2,013.6 2113.1 2,258.7 24105

Total Current Assets 642.5 573.1 678.2 796.0 971.1 Growth (%) 7.0 4.1 49 6.9 6.7
Cash and Cash Equivalents 201.3 105.5 187.8 271.8 411.6 C0GS 651.7 673.4 684.0 737.6 787.3
Accounts Receivables 265.9 273.6 287.1 306.9 3275 Gross Profit 12821 11,3403 1,429.1 15211 1,623.2
Inventories 40.9 418 438 46.9 50.0 Gross margin (%) 66.3 66.6 67.6 67.3 67.3

Non-Current Assets 998.6  1,002.9 983.8 976.7 976.5 SG&A 948.9 962.8 1,007.4 1,055.4 1,103.5
Tangible Assets 596.8 617.6 601.3 592.3 588.1 Operating Income 333.2 3775 421.7 465.7 519.6
Intangible Assets 150.9 147.8 138.9 131.9 126.5 Growth (%) 46.3 13.3 11.7 10.4 11.6
Investment Assets 154.0 123.2 129.3 138.2 1475 Operating margin (%) 17.2 18.7 20.0 20.6 21.6

Other Financial Institutions Assets 0.0 0.0 0.0 0.0 0.0 Other Net Non-Operating Profits 173 (47.8) (6.1) 14 b4

Liabilities 673.7 5170 4829 458.8 485.7 Financial Income(Expenses) (13.7) (8.6) (3.9 (0.0) (1.8)

Current Liabilities 636.8 468.0 432.0 404.8 428.7 Net Other Non-Operating Profits (9.2) (8.5) (2:2) 1.4 6.2
ST Borrowings 172.0 162.8 100.0 50.0 50.0 Net Gains in Asso., Subs., and JVs 40.1 (30.6) 0.0 0.0 0.0
Account Payables 29.5 46.5 60.5 64.7 69.0 Pre-tax Profit from Cont. Op. 350.5 329.7 415.7 467.1 524.0
Current Portion of LT Debt 146.1 0.0 0.0 0.0 0.0 Income Taxes 97.4 86.8 102.6 116.8 131.0

Non-Current Liabilities 36.9 49.0 51.0 53.9 57.0 Profit from Continuing Op. 253.2 242.9 313.1 350.3 393.0
Bonds 0.0 0.0 0.0 0.0 0.0 Profit from Discontinued Op. 0.0 0.0 0.0 0.0 0.0
LT Borrowings(incl. LT Fin. Liab.) 7l 8.2 8.2 8.2 8.2 Net Profit 253.2 2429 3131 3503  393.0

Other Financial Institutions Liab. 0.0 0.0 0.0 0.0 0.0 Growth (%) 1114 (4.2) 28.9 11.9 12.2

Shareholders' Equity 967.3 1,059.0 1,179.0 13139 1,461.9 Net Profit margin (%) 13.1 12.1 14.8 15.5 16.3
Capital Stock 40.7 40.7 40.7 40.7 40.7 Net Profit of Parent 253.2 242.9 313.1 3317 372.1
Capital Surplus 130.8 1311 1311 1311 1311 Net Profit to Non-Controlling 0.0 0.0 0.0 18.6 20.9
Other Reserves (94.4)  (1145) (1145) (1145)  (1145) Total Comprehensive Income 252.6 235.2 3131 3503  393.0
Accu. Other Comp. Income (0.2) 0.0 0.0 0.0 0.0 Total Comp. Income of Parent 252.6 235.2 313.1 350.3 393.0
Retained Eamings 8904 10018 1,121.8 1,2381  1,365.1 Total Comp. Income to Non-Cont. 0.0 0.0 0.0 0.0 0.0

Owners of Parent Equity 967.3  1,059.0 1,179.0 1,2953 14224 EBITDA 521.9 625.5 681.0 723.0 775.4

Non-Controlling Interests Equity 0.0 0.0 0.0 18.6 39.5 Growth (%) 30.6 19.9 8.9 6.2 7.2

*Total Debt 332.1 171.0 108.2 58.2 58.2 EBITDA Margin (%) 21.0 311 32.2 320 32.2

*Net Debts(Cash) 1305 653 (7195) (236) (3534) Note: Operating profit is based on 2012 K-IFRS (gross profit - SG8A costs)

Cash Flow Key Ratios

Year to Dec. (W bn) 2013 2014 2015F 2016F 2017F Year to Dec. 2013 2014 2015F  2016F  2017F

Operating Cash Flow 517.6 4985  537.2 5774  612.6 EPS_C (won) 3,283 3,150 4,059 4,542 5,096
Net Profit 2532 249 3131 3503 3930 EPS_P (won) 3283 3150 4059 4542 5096
Depreciation 181.2 2384 2503 250.3 250.3 BPS_C (won) 12543 13,732 15287 17,037 18954
Amortization 7.5 9.6 8.9 7.0 5.4 BPS_P (won) 12543 13,732 15,287 16,795 18,442
Losses(Gains) on F/X Translation (0.2) (4.6) 0.0 0.0 0.0 DPS (won) 2710 2000 2600 2900 3300
Losses(Gains) on Disp. of Assets 38.8 50.2 0.0 0.0 0.0 PER_C (x) 20.2 26.7 225 20.1 17.9
Losses(Gains) in Asso.., Subs., Vs~ (40.1) 30.6 0.0 0.0 0.0 PER_P (x) 202 26.7 225 20.1 17.9
Chg. in A/L from Op. Activities (418)  (56.6)  (39.1)  (303)  (38.0) PBR_C (x) 5.3 6.1 6.0 5.4 48
(Payments of Income Taxes) (41.4)  (976) (1026) (1168)  (131.0) PBR_P (x) 5.3 6.1 6.0 5.4 5.0
Others 160.3 8.6 1066 1169 1329 EV/EBITDA (x) 10.1 105 10.2 9.5 8.7

Investing Cash Flow (58.4) (268.9) (237.5) (2463) (256.1) Payout Ratio (%) 79.8 61.1 61.7 64.9 65.9
Incr.in Tangible Assets(CAPEX)  (245.7)  (275.7)  (3240)  (3313)  (336.2) Dividend Yield (%) 41 24 28 3.2 36
Decr. in Tangible Assets 6.1 8.2 90.0 90.0 90.0 Profitability
Decr.(Incr.) in Intangible Assets (2.2) (5.7) 0.0 0.0 0.0 EBITDA Margin (%) 27.0 311 32.2 32.0 32.2
Decr.(Incr.) in Investment Assets ~ 193.9 85 (6.1) (8.9) (93) 0P Margin (%) 17.2 187 20.0 20.6 21.6
Others (10.6) (4.2) 2.6 3.9 (0.6) NP Margin (%) 131 121 14.8 155 16.3

Free Cash Flow 3480 2193 2565 2642  297.8 ROA (%) 151 151 19.3 204 211

Financing Cash Flow (376.8) (3253) (217.4) (247.1) (216.7) ROE (%) 28.6 2%.0 2.0 283 289
Incr.(Decr.) in Borrowing (2665) (155.3)  (62.8)  (50.0) 0.0 ROIC (%) 2.3 311 348 391 4.7
Decr.(Incr.) of Treasury Stock 18.8 315 0.0 0.0 0.0 Stability
Dividend (784)  (1236) (1483) (193.1)  (215.4) D/E Ratio (%) 69.6 488 410 349 33.2
Others Go7)  (79)  (63)  (40)  (13) Net Debt to Equity (%) 135 62 (67) (163)  (24.2)

Other Cash Flows 0.0 0.0 00 (00 0.0 Cash Ratio (%) 316 25 45 67.1 9.0

Change of Consolidated Scope 0.0 0.0 0.0 0.0 0.0 Interest Coverage (x) 19.0 34.8 67.2 118.2 403.2

Difference by Chg. in F/X Rates (0.0) (0.0) 0.0 0.0 0.0 Activity (%)

Incr.(Decr.) in Cash 824  (95.8) 82.2 840  139.8 Working Capital Turnover (t) 9.0 13.6 13.1 137 13.6
Beginning Cash 1189 2013 1055 1878 2718 Inventory Turnover (d) 78 75 74 73 73
Ending Cash 201.3 105.5 187.8 271.8 4£11.6 Receivable Tumnover (d) 51.4 48.9 48.4 48.0 48.0

Source: Company data, Shinhan Investment Corp. Source: Company data, Shinhan Investment Corp.
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Coway (021240 KS)

| Target Price & Recommendation History | | Share Price Performance
Date Recommendation Target Price (won)
(won) 2013. 07. 01 BUY 63,000 (won) (Indexed,Jun-14=100)
130,000 - - BUY 2013. 07. 04 BUY 66,000 110,000 - - 115
2013.08. 09 BUY 75,000
, 2013.11.10 BUY 54,000 100, gob 3 Hindex = 100
110,000 2013.11. 10 BUY 80,000 r 110
- Trading BUY 2014.02. 15 BUY 85,000 90,000 4
2014, 03. 17 BUY 90,000 105
90,000 1 2014. 04, 17 BUY 100,000
2014, 07. 09 BUY 112,000 80,000 1
- HOLD 2014.07. 28 BUY 115,000 ¥ 100
70,000 A 2015. 06. 30 BUY 120,000 70,000 1
60,000 95
50,000 y T REDUCE
07/13  04/14 01/15
50,000 T T — 90
= Target Price (LHS) 06/14 10/14 02/15 06/15

CowayPrice (LHS)

Recommendation (RHS)

Coway Price (LHS)

Relative Performance to KOSPI (RHS)

Compliance Notice

@ Analyst Certification: The following analysts hereby certify the information and material presented in this report are accurate expressions of their views, and that they have not received wrongful pressure to express
such views: Joshua Kong, SeungWoo Son.

As of the date of this report's publication, Shinhan Investment Corp.'s shareholdings in the company mentioned in this report (Coway) do not exceed 1% of outstanding shares of the company.
As of this date, Shinhan Investment Corp. has not participated as the lead underwriter or advisor in issuance of the securities of the company during the past 1 year.

*

As of this date, the covering analyst does not possess any financial interest in the securities or debt instruments convertible into such shares of the company, which is required to be disclosed by law, and has not
and will not receive any compensation of any kind whatsoever in exchange for expressing specific recommendations.

*

All opinions and estimates regarding the company and its securities are accurate representations of the covering analyst's judgments as of this date, and may differ from actual results.

*

This report is intended to provide information to assist investment decisions only and should not be used or considered an offer or the solicitation of an offer to sell or to buy any securities. Stock selection and
final investment decisions should be made at the client's own discretion.

# This report is distributed to our ctients only, and any unauthorized use, duplication, or redistribution of this report is strictly prohibited.

Distribution

United States: This report is distributed in the U.S. by Shinhan Investment America, Inc., a member of FINRA/SIPC, and is only intended for major U.S. institutional investors as defined in Rule 15a-6(a)(2) under the
U.S. Securities Exchange Act of 1934. AlL U.S. persons that receive this document by their acceptance thereof represent and warrant that they are a major U.S. institutional investor and have not received this report
under any express or implied understanding that they will direct commission income to Shinhan Investment Corp. or its affiliates. Pursuant to Rule 15a-6(a)(3), any U.S. recipient of this document wishing to effect a
transaction in any securities discussed herein should contact and place orders with Shinhan Investment America, Inc., which accepts responsibility for the contents of this report in the U.S. The securities described in
this report may not have been registered under the U.S. Securities Act of 1933, as amended, and, in such case, may not be offered or sold in the U.S. or to U.S. person absent registration or an applicable exemption
from the registration requirement.

All Other Jurisdictions: Customers in all other countries who wish to effect a transaction in any securities referenced in this report should contact Shinhan or its affiliates only if distribution to or use by such
customer of this report would not violate applicable laws and regulations and not subject Shinhan and its affiliates to any registration or licensing requirement within such jurisdiction.

SHIC Rating Classifications (As of Jul. 25, 2011)

@ BUY: Expected retum of over +15% in the next 6 months ¢ OVERWEIGHT: Prevalence of BUY rating for stocks in our sector coverage universe based on market cap
# Trading BUY: Expected retum of 0% ~ +15% in the next 6 months @ NEUTRAL: Prevalence of HOLD rating for stocks in our sector coverage universe based on market cap
# HOLD: Expected retum of -15% ~ 0% in the next 6 months # UNDERWEIGHT: Prevalence of REDUCE rating for stocks in our sector coverage universe based on market cap

@ REDUCE: Expected return of below -15% in the next 6 months

SHIC Universe Rating Classification Ratio (as of Jun. 29, 2015)
BUY (BUY) 83.84% | Trading BUY (HOLD) 1111% | HOLD (HOLD) 5.05% | REDUCE (SELL) 0%
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