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Target Pice KRW110,000 Favorable 4Q15 consolidated earnings exceeded market consensus
@ High growth of wellness home appliance business to continue given sound rental
business earnings
@ Maintain BUY with target price of KRW110,000
Fig 1: 4Q15 earnings surpassed market expectations due Favorable 4Q15 consolidated earnings exceeded
to robust growth rate of wellness home appliance market consensus
business 4Q15 consolidated OR and OP increased 16.3%YoY and 57.3%YoY,
KRWbn 4Q15P Growth(%) HRC respectively, greatly exceeding market consensus. Robust growth
YoY  QoQ Est. Consen continued at the wellness home appliance division due to the high
OR 631.3 16.3 8.8 583.8 5823 growth rate of the rental business (net increase of 530,000 rental
OoP 128.5 57.3 3.6 1053 992 accounts and 2.1%YoY increase in ARPU) and improved lump-
EBT 122.7 715 0.8 1019 915 sum payment sales (robust new item sales and rising proportion of
NP 90.5 69.6 (2.0 77.2 72.3 high margin product sales). Also, efficient profitability
Source: Company data, FnGuide, Hyundal Securities management continued (2014 OP margin of 16.9% -> 2015 OP
margin of 20%) due to the leverage effect stemming from increased
ASP, management of cancellation rates (fell from 1.06% in 3Q15 to
096% in 4Q15) and decreased obsolescence losses on rental
appliances (fell from KRW10.8bn in 3Q915 to KRW9.8bn in 4Q15).
Fig 2: Rental and other businesses continued robust High growth of wellness home appliance business
growth in 4Q15 to continue given sound rental business earnings
KRWbn 4Q15P Growth(%) Q14 3Q15 Business conditions remained robust in 4Q15. Rental sales volume
YoY  QoQ stood at 3.59mn and net increase in rental accounts came in at
OFL . ' 22;2 12";’ i'i i;g'i i:g'z 0.53mn units, respectively, in 4Q15 (compared to 0.32mn units in
ving appliance . . . . . .. . . .
Cosmatic . 1o 69 200 186 3Q15). This is mainly ilue t(.),,l) the expansion of female m.a.rketmg
Export 414 036 156 335 358 staff referred to as “Codi” and 2) enhanced competitiveness
Others 60.4 182 525 511 396 through premium line-up expansion. The high growth of the
Rental sales unit('0th) 35.9 8.4 6.5 332 338 wellness home appliance division was led by a 21.1%YoY increase
Total account(‘Oth) 5771 2.8 0.8 5617 5723 in homecare (mattress) accounts under management. Tepid
Source: Company data, Hyundai Securties earnings at the ODM business were offset by robust growth at

overseas subsidiaries (4Q15 OR at Malaysian and U.S subsidiaries
increased 19.5%YoY and 29.9%YoY, respectively). Also, Green
EnTech’s consolidated earnings increased 135.7%YoY due to an
increase in overseas orders.
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Fig 3: Share price rebounding on sound 2016 earnings Maintain BUY with target price of KRW110,000

expectations Coway’s share price is rebounding as earnings are expected to
improve in 2016. Domestic rental market growth trend is expected

KRW . .
160,000 to continue, but we recommend a conservative stance on Coway
140,000 29.0x until issues involving the majority shareholder are resolved (with
158‘888 ;g'gi the stake disposal, maintaining sound profitability is uncertain).

80,000 1 5: 5x Given a 2016 PER of 2Ix, the current share price seems

60,000 11.0x burdensome. However, we recommend a trading approach before

38:888 the majority shareholder issue is resolved. We maintain BUY with a

0 target price of KRW110,000.
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Source: Quantiwise, Hyundai Securities

12/13A 12/14A 12/15P 12/16F
(Reporting standard) (FRS-C) (FRS-C) (FRS-C) (FRS-C) (IFRS-C)
OR (KRWbn) 2,118.3 2,160.3 2,315.2 2,425.3 2,553.4
OP (KRWbn) 339.0 364.4 463.2 467.5 492.2
NP (KRWbn) 245.1 249.7 343.1 345.5 364.1
Parent NP (KRWbn) 2451 249.7 343.2 345.6 364.1
EPS (KRW) 3,288 3,360 4,622 4,651 4,901
Ad. EPS (KRW) 3,288 3,360 4,622 4,651 4,901
PER* (X 20.5-131  28.2-187  23.1-16.2 21.1 20.1
PBR (x) 5.3 6.0 5.0 5.3 4.8
EV/EBITDA (%) 9.7 1.3 9.2 10.7 10.3
Div. Yield (%) 4.1 2.4 3.3 3.1 3.3
ROE (%) 28.4 25.2 30.2 26.4 25.2
ROIC (%) 25.1 27.3 33.4 31.1 29.5

Note: IFRS-C = Consolidated financial statements; IFRS-P = Individual financial statements
Source: Company data, Hyundai Securities
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Profit & Loss Statement of financial position
(KRWbn) 12/13A 12/14A 12/15P 12/16F 1217F (KRWbn) 12/13A 12/14A 12/15P 12/16F 1217F
(Reporting standard) (IFRS-C) (IFRS-C) (IFRS-C) (IFRS-C) (IFRS-C) (Reporting standard) (IFRS-C) (FRS-C) (FRS-C) (IFRS-C) (IFRS-C)
Operating revenue 21183 2,160.3 2,315.2 24253 25534 Cash and cash equivalents 238.7 147.4 280.2 3035 307.6
Cost of sales 7210 7266 7289 7763 819.3 Cunrent financial assets 6.5 6.4 35 2.5 2.0
Gross profit 1,397.4 1,433.7 1,586.3 1,649.0 1,734.1 Trade receivables 2126 208.8 2279 2279 2279
SG&A expenses 1,058.3 1,069.3 1,123 1,181.5 1,241.8 Inventories 65.8 61.9 65.5 65.5 65.5
Other operating income 0.0 0.0 0.0 00 00 Other current assets 167.9 1724 189.3 189.3 189.3
Operating profit 3390 3644 4632 4675 4922 Curentassets 691.4 596.8 766.3 788.7 7922
EBITDA 531.2 5780 690.8 698.0 7224 Investment assets 81.8 81.4 78.0 79.7 789
Non-operating accounts (11.9 (32.0) (8.8 8.2 (7.7) Property, plant and equipment 638.3 675.2 633.4 710.0 806.7
Net financing income (14.5) 8.9 (3.0 (2.6) (2.6) Intangible assets 176.8 170.6 167.2 165.0 163.2
Profit on equity method 176 0.0 0.0 0.0 0.0 Deferred tax assets 03 09 24 24 24
Net other non-operating income (15.0) (23.1) (5.8 (5.6) (5.0 Other non-current assets 79.3 96.7 167.5 203.7 2475
Profit before tax 3274 3324 4544 459.3 4846 Non-current assets 976.4 1,024.8 1,0485 1,160.8 1,298.6
Income tax expense 821 82.8 1.3 11338 1204 Total assets 1,667.9 1,621.6 1,8149 1,949.5 2,090.9
Net profit 2451 249.7 343.1 345.5 364.1
Profit attributable to owners of parent 2451 249.7 3432 3456 364.1 Trade payables 36.7 59.0 60.2 60.8 61.4
Total comprehensive income 2438 2414 3373 3455 364.1 Short-tem financial liabilities 328.0 164.5 148.0 146.5 145.1
TCl, attributable to owners of parent 2438 2411 337.3 345.6 364.1 Curent provisions 4.2 14 14 14 14
Net exceptionals 00 00 0.0 0.0 0.0 Other current liabilities 307.8 301.1 304.1 302.6 303.3
Adi. net profit 2451 249.7 343.2 345.6 364.1 Current liabilities 676.7 526.0 5138 5114 5113
Non-current financial liabilities 83 10.4 16.0 16.0 16.0
Cash Flow Non-current provisions 06 07 06 0.6 0.6
(KRWbn) 12/13A 12/14A 12/15P 12/16F 12117F Provisions for employee benefits 84 16.0 16.3 161 16.2
Net profit 2451 249.7 343.1 345.5 364.1 Deferred tax liabilities 214 201 205 203 204
Depreciation & amortization 198.2 2136 2276 230.5 230.2 Other non-current liabilities 115 9.0 9.2 9.1 9.2
Other non-cash adjustments 176.0 201.7 187.1 1138 1204 Non-current liabilities 50.2 56.2 62.5 62.1 62.3
Investments in working capital (41.1) (29.1) (76.2) (0.9 14 Total liabilities 7210 582.2 576.3 5735 5736
Other operating cash flow (41.5) (99.1) (118.2) (114.0) (120.3)
Cash flow from operating activities 536.8 536.7 563.3 575.0 596.8 Issued capital 40.7 40.7 40.7 40.7 40.7
Capital expenditure (258.3) (296.2) (244.7) (300.0) (320.0) Share premium 126.2 126.5 1265 1265 1265
Investments in intangibles (2.4) (6.0) (5.0) (5.0 (600  Otherequity interest (94.4) (114.5) (104.2) (104.2) (104.2)
Changes in current financial assets @81) 0.2 (0.6) 1.0 0.5 Accumulated other comprehensive income 0.4 0.0) (5.4) (5.4) (5.4)
Changes in investment assets 183.0 0.1 3.1 (1.7) 09 Retained eamings 868.0 985.9 1,180.2 1,317.7 1,458.9
Other investment cash flow 46 2.7 (15.5) (36.1) (43.9) Equity attributable to owners of parent 9409 1,038.5 1,237.7 1,375.2 1,516.5
Cash flow from investing activities (76.3) (299.2) (262.7) (341.8) (367.5)
Proceeds from (repayments of) debt (261.6) (169.1) (11.6) (1.5) (1.5) Non-controlling Interests 0.0 09 09 09 0.8
Changes in equity (139 (27.6) 52 00 0.0 Total equity 940.9 1,039.4 1,238.6 1,376.1 15173
Dividends paid (78.4) (123.6) (148.3) (208.0) (222.9
Other financing cash flow (19.0 (7.6) (12.6) 0.2) 0.1 Total Liab. and equity 1,667.9 1,621.6 1,814.9 1,949.6 2,090.9
Cash flow from financing activities (372.9) (327.9) (167.3) (209.8) (224.2)
Other cash flow (1.3 (0.9 (0.5 0.0 0.0 Per-share Performance
Increase/decrease in cash 86.3 91.9 1328 234 40 (KRW) 12/13A 12/14A 12/15P 12/16F 12117F
Cash and cash equivalents at FYB 152.4 238.7 1474 280.2 303.5 EPS 3,288 3,360 4,622 4,651 4,901
Cash and cash equivalents at FYE 238.7 147.4 280.2 303.5 307.6 Adj. EPS 3,288 3,360 4,622 4,651 4,901
0.0 0.0 0.0 0.0 0.0 BPS 12,635 14,001 16,659 18,510 20,411
Gross operating cash flow 4480 485.6 576.3 582.1 600.2 SPS 28,421 29,068 31,187 32,643 34,367
Free cash flow 1363 1343 1796 240.0 232.8 GCFPS 6,011 6,534 7,763 7,834 8,079
Net cash flow 3417 700 1409 239 50 DPS 2,710 2,000 2,800 3,000 3,200
Net cash (net debt) 91.2) (21.2) 119.7 1435 148.5 3yr CAGR of adj. EPS 54.0 12.3 13.4 4.2 5.7
Operating Statistics & Ratios Shareholder Value & Financial Structure
(%) 12/13A 12/14A 12/15P 12/16F 12/17F (%) 12/13A 12/14A 12/15P 12/16F 12117F
OR growth 6.3 20 72 48 53 ROE 284 252 30.2 26.4 252
OP growth 49.9 7.5 271 0.9 53 ROA 151 15.7 20.2 18.5 182
EBITDA growth 311 76 195 1.0 35 ROIC 251 273 33.4 311 295
NP growth of parent 160.7 1.9 374 07 54 WACC 72 39 72 79 79
Adj. NP growth 160.7 1.9 374 07 54 ROIC/WACC (x) 35 7.0 46 39 37
OP margin 16.0 16.9 20.0 193 19.3 Economic profit (KRWbn) 176.7 2339 275.7 266.3 275.9
EBITDA margin 254 26.8 208 288 283 Total liab./equity 773 56.0 46.5 a7 37.8
NP margin 1.6 1.6 148 142 143 Net debt/equity 97 20 Net cash Net cash Net cash
Adj. NP margin 11.6 11.6 14.8 14.2 14.3 Interest coverage (x) 28.9 50.1 158.3 165.3 173.6

Note: Adi. EPS = [(Adjusted NP - preferred share NP) + (after-tax dilution adjustment)] / (diluted avg. number of ordinary shares outstanding), Adjusted NP = (Parent NP) - (net exceptional gains)

Net ional gains: After-tax

it gains

to parent including FX gains, derivatives gains, valuation gains, one-off gains and discontinued operation gains)

Reporting standard: IFRS-C = Consolidated financial statements, IFRS-I = Individual financial statements, IFRS-S = Separate financial statements

Source: Coway, HyundaiSecurities
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B Rating and Target Price Changes

KRW Coway Company Date Rating Target Price (KRW)

116,000 Coway 14/03/04  BUY 90,000

14/04/28  BUY 100,000

88,000 15/12/03  BUY 110,000
60,000 + T T T T T T

14/2 14/6 14/10 15/2 15/6 15/10 16/2

= Hyundai Securities has not disclosed the material contained in this report to any institutional investor or third party prior to its publication. The author(s) confirms that the material contained herein correctly
represents his/her/their opinion and that it has been prepared without any undue influences or interventions. Hyundai Securities Co., Ltd. or any of its affiliates has not taken part in public offerings of the
company(ies) covered in this report for the past 12 months. The author(s) of this report does not have any interest in the company(ies) covered herein.

= Rating: Sector: Overweight (+10% or more), Neutral (-10 - +10%), Underweight (-10% or more)
Company: Strong BUY (+30% or more), BUY (+10 - +30%), Marketperform (-10 - +10%), Underperform (-10% or more) (Share price —, Target Price —)

= Proportion of investment rating (As of December 31, 2015)

BUY Neutral Sell

8.4 132 0.3 * Based on reports presented with investment ratings over the past one year

= All Hyundai Securities Research is available via the following electronic databases: Bloomberg, Thomson Reuters, FactSet. Contact your Hyundai Securities sales representative for access.

= This report has been prepared for informational purposes only, and does not constitute an offer or solicitation of a contract for trading. Opinions in this report reflect professional judgment at this date based on
information and data obtained from sources we consider reliable. However, we do not guarantee that the information and data are accurate or complete, and, therefore, this report is subject to change without
prior notice. Individual investment should be made based on each client's own judgment, and we expressly disclaim all liability for any investment decisions and any results thereof. This report is a copyrighted
material of Hyundai Securities Co. and, thus, it may not be reproduced, distributed, or modified without the prior consent of Hyundai Securities Co. This report is not prepared for academic purposes, and any
third party wishing to quote from it for academic publications should receive the prior consent of Hyundai Securities Co.
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