
 

 

 

KOREA 

 For explanations of equity research ratings and disclosures,   
please refer to the compliance section at the end of this report.  

 

 

 

 

 

 

 
 

Jaesung Kang Analyst /  

Other Consumer Goods 

82-2-6114-2920 jaesung.kang@hdsrc.com 

Current price (Feb 17) KRW98,300 

Target Price KRW110,000 

 4Q15 Earnings Review 
 

 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 

to robust growth rate of wellness home appliance 

business 

 Favorable 4Q15 consolidated earnings exceeded 
market consensus 

4Q15 consolidated OR and OP increased 16.3%YoY and 57.3%YoY, 

respectively, greatly exceeding market consensus. Robust growth 

continued at the wellness home appliance division due to the high 

growth rate of the rental business (net increase of 530,000 rental 

accounts and 2.1%YoY increase in ARPU) and improved lump-

sum payment sales (robust new item sales and rising proportion of 

high margin product sales). Also, efficient profitability 

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 

0.96% in 4Q15) and decreased obsolescence losses on rental 

appliances (fell from KRW10.8bn in 3Q15 to KRW9.8bn in 4Q15). 

 

 

 

 
Fig 2: Rental and other businesses continued robust 

growth in 4Q15 
 High growth of wellness home appliance business 

to continue given sound rental business earnings 

Business conditions remained robust in 4Q15. Rental sales volume 

stood at 3.59mn and net increase in rental accounts came in at 

0.53mn units, respectively, in 4Q15 (compared to 0.32mn units in 

3Q15). This is mainly due to 1) the expansion of female marketing 

staff referred to as “Codi” and 2) enhanced competitiveness 

through premium line-up expansion. The high growth of the 

wellness home appliance division was led by a 21.1%YoY increase 

in homecare (mattress) accounts under management. Tepid 

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 

expectations 
 Maintain BUY with target price of KRW110,000 

Coway’s share price is rebounding as earnings are expected to 

improve in 2016. Domestic rental market growth trend is expected 

to continue, but we recommend a conservative stance on Coway 

until issues involving the majority shareholder are resolved (with 

the stake disposal, maintaining sound profitability is uncertain). 

Given a 2016 PER of 21x, the current share price seems 

burdensome. However, we recommend a trading approach before 

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

target price of KRW110,000. 
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 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   

86.4 13.2 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. 

 


