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Woongjin Coway (021240

Business stability important, M&A doubts less so

@ We reinstate coverage of Woongjin Coway at BUY with a KRW90,000 target price.

@ Woongjin stands to gain from rising rental demand in Korea and a growing market
presence in Malaysia, where rental demand is already substantial.

@ Investors should focus on the stability of Woongjin’s business model, which we
find more important than negatives arising from a change of largest shareholder.

WHAT’S THE STORY?

Korea’s unrivalled rental firm: Woongjin Coway in 1998—its 10th year in business—
became the first Korean company to adopt a rental business model, which at that time was
viewed as an innovative marketing technique. The firm has since cemented its position as
Korea’s top rental company, offering differentiated management services (enabled by its
service managers). Woongjin Coway is also a leading player in Malaysia’s rental market. It also
runs water treatment and cosmetics operations.

Growing presence in Korea’s rental market: Korea’s home appliance rentals market is
well established, led by: 1) a household trend towards value-for-money consumption; and 2)
demographic changes—eg, growing numbers of single-person households. The rental market
should continue to enjoy healthy growth as: 1) demand for regular servicing of water and air
purifiers is growing structurally; and 2) renting has clear economic benefits—ie, small initial
outlay. We expect Woongjin Coway’s sales and operating profit to grow at CAGRs of 9% y-y
over the next three years, backed by high rental market growth and product diversification.

Rental account numbers in Malaysia surge: Woongjin Coway’s success in Malaysia,
where the rental market is growing quickly, is another investment point. Demand for water
purifiers should keep growing, led by income growth and urbanization. Korean firms in
particular should enjoy strong demand, as they are known to provide high-quality servicing of
appliances. Woongjin Coway entered the Malaysian market in 2006 and has emerged as the
top player. Sales at the Malaysian subsidiary should grow at a CAGR of 31% over the next three
years, accounting for 22% of consolidated sales.

Focus on stability of business model, not change of largest shareholder: We
reinstate coverage of Woongjin Coway at BUY with a 12-month target price of KRWg0,000
(equivalent to 15.5x 2020 P/E). Shares are trading at 14x 2020 P/E—discounted more than
30% to their 20132017 average of 22x (a high growth period)—and have continued to put in
sluggish performances of late, weighed on by uncertainties over the company’s fate. Yet, we
recommend gradual accumulation on weakness, believing: 1) the stability of the firm’s business
model trumps negatives related to a change of largest shareholder; and 2) shares will soon
price in efforts by the current largest shareholder to boost enterprise value. The key issues
relating to corporate governance are who will take over the firm and what impact this will have
on dividend policy.

SUMMARY FINANCIAL DATA

2018 2019E 2020E 2021E
Revenue (KRWb) 2,707 3,028 3,274 3,532
Operating profit (KRWb) 520 550 607 671
Net profit (adj) (KRWb) 350 395 442 488
EPS (adj) (KRW) 4,735 5,121 5,935 6,543
EPS (adj) growth (% y-y) 94 8.1 15.9 10.2
EBITDA margin (%) 28.6 27.3 281 29.0
ROE (%) 33.8 33.7 33.0 321
P/E (adj) (x) 16.8 15.5 134 122
P/B (x) 53 46 4.0 35
EV/EBITDA (x) 8.3 7.8 71 6.4
Dividend yield (%) 4.5 4.5 5.0 55

Source: Company data, Samsung Securities estimates
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Valuation

We reinstate coverage of Woongjin Coway at BUY with a 12-month target price of KRW90,000
(based on a DCF valuation, to reflect the firm’s solid growth potential, stable cash flows, and a likely
hike in dividend payout). Our valuation assumes a WACC of 5.6% (derived by applying a perpetual
growth rate of 1%, risk-free rate of 1.2%, market premium of 8.4%, and beta of 0.5), and we apply a
20% discount to our fair value estimate to reflect uncertainties over business strategy and earnings
outlook (vis-a-vis an upcoming change of largest shareholder). Our target price equates to 15.5x 2020
P/E. Shares are trading at 14x 2020 P/E, discounted more than 30% to the average of 22x at which
they traded over 2013-2017 (a high growth period).

Established in 1989 and specializing in hygiene-related goods, Woongjin Coway manufactures and
sells household electronics (eg, water purifiers, air purifiers, bidets, and water softeners). In 1998, it
became Korea’s first company to launch a home appliance rental operation (an innovative marketing
technique at that time), and it has since cemented its position as Korea’s top rental player by offering
differentiated management services (enabled by its service managers). Woongjin Coway is also a
leading player in Malaysia’s rental market, and it runs water treatment and cosmetics operations, as
well.

We expect Woongjin Coway’s sales and operating profit to grow at CAGRs of 9% over the next three
years, backed by: 1) the firm’s position in Korea’s fiercely competitive rental market; 2) plans to
bolster rental account numbers and sales via product portfolio diversification; and 3) rapid growth of

the Malaysian market.

DCF valuation

(KRWb) 2018 2019E 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E
EBIT 520 550 607 671 735 806 814 822 830 838 847
- Taxon EBIT 132 143 158 175 191 210 212 214 216 218 220
- Capex 400 427 460 490 494 499 504 509 515 520 525
E de"iféa:’e‘;rk'”g capital increase 44, 1 29 28 28 29 29 29 30 30 30
+ Depreciation expenses 247 268 306 344 347 351 354 358 362 365 369
+ Amortization expenses 9 8 8 9 8 7 7 7 8 8 8
Free cash flow 285 246 275 331 376 426 430 435 439 443 448
Terminal value 9,912

Terminal growth (%) 1%

NPV of FCFF 2,814

PV of terminal value 5,768

Enterprise value 8,583

Estimated value per share (KRW) 112,578

Discount (%)* 20

Target price (KRW) 90,000

Current price (KRW) 79,600

Upside (%) 13.1

Note: As of Aug 27 close;
*To reflect uncertainty over business strategy and performance relating to upcoming change of large shareholder
Source: Company data, Samsung Securities estimates
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Results and forecasts

(KRWb) 1Q18 2Q18 3Q18 4Q18 1Q19 2Q19 3Q19E 4Q19E 2018 2019E 2020E
Consolidated sales 648 678 670 712 709 755 757 806 2,707 3,028 3,274
Parent sales 572 596 595 633 607 635 623 667 2,395 2,531 2,610
Household electronics 493 502 495 514 515 530 506 528 2,005 2,078 2,099
Rental 379 383 382 384 385 392 388 389 1,528 1,553 1,538
Financial lease 39 41 45 60 56 68 57 77 185 258 323
Membership 32 31 29 28 28 27 26 25 121 105 92
Outright sales 44 47 38 41 46 44 34 37 171 161 145
Exports 54 72 80 96 70 84 97 118 302 369 429
Cosmetics 21 19 18 19 19 19 17 18 75 73 72
Others 3 3 3 3 3 3 3 3 13 11 9
Overseas 76 82 74 79 103 120 134 139 312 496 665
Sales growth (% y-y)
Consolidated sales 6.2 8.8 6.4 8.9 9.5 1.4 13.0 13.3 7.6 11.8 8.2
Parent sales (0.1) 3.6 1.1 8.2 6.1 6.6 4.6 5.4 3.2 5.7 31
Household electronics 3.0 1.0 (0.4) 4.3 4.3 55 22 26 20 3.7 1.0
Rental 25 09 1.0 15 16 23 16 1.2 14 1.7 (1.0)
Financial lease 49.3 35.3 28.7 911 459 65.5 26.9 271 50.7 395 251
Membership (14.9) (15.4) (18.1) (17.0) (13.5) (13.3) (12.7) (12.7) (16.3) (13.0) (12.7)
Outright sales (4.5) (6.2) (19.3) (14.8) 4.0 (7.9) (9.8) (9.8) (11.2) (5.7) (9.8)
Exports (20.1) 29.3 16.5 427 291 16.6 21.2 227 16.5 22,0 16.3
Cosmetics (1.6) 0.7) 9.7) 9.2) 8.1) 1.0 (1.7) 2.1) (5.3) (2.9) (1.4)
Others (17.5) (12.8) (26.1) (6.3) (6.0) (14.8) (16.1) (13.6) (16.1) (12.6) (15.3)
Overseas 99.2 70.2 82.8 14.4 34.7 46.1 80.3 76.4 58.9 59.1 34.0
Operating profit 131 129 130 129 135 138 142 135 520 550 607
Parent 123 120 121 114 122 111 124 118 477 475 496
Overseas 8 9 10 15 13 27 18 17 43 75 111
Operating margin (%) 20.3 19.1 19.5 18.1 19.1 18.3 18.8 16.7 19.2 18.2 18.5
Parent 215 201 20.3 18.0 20.2 174 20.0 17.6 19.9 18.8 19.0
Overseas 10.8 1.5 13.2 19.2 124 229 13.2 12.2 137 15.1 16.7
Growth (% y-y) 8.6 7.2 5.0 20.3 29 6.9 9.1 44 10.0 58 104
Parent 0.1 4.3) (5.0) 101 (0.6) (7.6) 32 35 (0.2) (0.4) 44
Overseas n/a n/a n/a n/a 55.7 190.9 81.1 115 n/a 75.7 48.4
Pre-tax profit 128 123 118 100 136 137 132 121 469 526 581
Tax 33 32 24 30 35 35 32 29 119 131 140
Net profit 95 91 94 70 100 102 101 92 350 395 442
Net margin (%) 14.7 13.4 141 9.8 14.2 13.5 13.3 1.4 12.9 13.0 135

Source: Company data, Samsung Securities estimates
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Concerns over largest shareholder change

Woongjin Coway shares have been highly volatile over the past year. Upon selling Coway to MBK
Partners in Jan 2013, Woongjin Group was prohibited (by a non-compete clause) from running a
rental operation for five years. With that prohibition expiring in early 2018, the group launched
home-appliance rental brand Woongjin Rental and re-entered the market, starting with water
purifiers. Affiliate Woongjin Thinkbig on Oct 29 announced that it would purchase a 22.17% stake in
Coway for KRW1.7t. Following the announcement, Coway shares tumbled amid concerns over: 1) the
switch of largest shareholder; and 2) business plans and earnings outlook. Recently, shares have
taken a further hit as the financially weak Woongjin Group has again decided to sell its stake in
Woongjin Coway.

Woongjin Group: Corporate governance structure
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Source: Company data, Samsung Securities

Structure of Woongjin Group’s acquisition of Woongjin Coway

Korea Investment
& Securities Capital increase
”””””””””””””””””” (KRW221.0b)

External financing
A4 ‘ \ (KRW1.6t)

About 27%

Woongjin Coway
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Woongjin Group and its key underwriter opened preliminary bidding for the stake in Woongjin
Coway on Jul 31. About seven firms submitted letters of intent, and Woongjin Group on Aug 2 put SK
Networks, the Haier consortium, and global PEF’s Carlyle and Bain Capital on a shortlist. When the
group sold Coway in 2012 (the year it filed for court receivership), several Korean and overseas PEFs
and were joined in the bidding by domestic firms. At that time, the group’s 31% stake was valued at
KRW1.3t. Now, as the group is asking for at least KRW1.7t for its 22% stake in Woongjin Coway, it
should take much longer than many expect for a sale to be finalized. It is also possible that Woongjin
Coway’s strategic and financial investors will form business alliances during the process.

Contrary to concerns, there is little chance of Woongjin Coway’s fundamentals being eroded over the
long term, as: 1) its ability to generate stable cash flows should trump any negatives arising from a
change of largest shareholder; and 2) share should soon price in efforts by the current largest
shareholder to boost enterprise value. As the group and its key underwriter plan to finalize the sale this
year, related news flows make keep share-price volatility heightened until year-end. Yet, as Woongjin
Coway’s fundamentals will probably remain strong over the long term, we advise accumulating
shares on weakness.

Going forward, the key issues pertaining to Woongjin Coway’s corporate governance structure are
who will buy the firm and what impact that will have. If another PEF buys the stake and becomes
Woongjin Coway’s largest shareholder, it is likely to uphold stringent cost controls and a high-
dividend policy, as was the case with former largest shareholder MBK Partners. If SK Networks—the
strongest candidate—emerges victorious, this would likely bodes well in terms of synergies and
market presence, though it may hurt the firm’s high-dividend policy. Exactly how Woongjin Coway is
utilized depends on whether the new largest shareholder has its own growth drivers.

SAMSUNG SECURITIES | 6
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Growing presence in Korea’s rental market

Woongjin Coway specializes in hygiene-related goods rentals (especially, household appliance
rentals), generating 45% of total sales from water purifiers, 24% from bidets, 21% from air purifiers,
8% from mattresses, and 2% from water softeners. It controls 53% of Korea’s household appliance
rental market (making it the largest of the nation’s top-six rental players; based on account numbers).
Woongjin Coway also ranks first in terms of brand equity.

The rapid growth of Korea’s rental market owes to: 1) changes in consumption demand; 2) changes
in demographics; and 3) expectations related to appliance servicing. Whereas people used to place a
lot of value on ownership, nowadays they are more interested in consuming a diverse range of
products. With product prices rising and product lifespans growing shorter (amid rapid technological
advances), consumers are starting to favor product rentals over purchases. Growth in the number of
one- and two-person households is also positive for the rental market. Finally, demand for clean
water and clean air is structurally growing (led by income growth), making rental firms’ maintenance
services attractive. Consumers are increasingly eager to receive professional maintenance services for
home appliances (which need regular parts replacement or are hard to manage)—even if this means
paying monthly fees.

Coway, which mainly targets high-end rental demand, is unrivalled in Korea. It has attracted nearly
6m rental accounts, and it has sustained its strong market position by focusing on households of 4
people and more and a high ASP. Of late, latecomers have enjoyed growth by diversifying product
portfolios to include small, low-end home appliances that fit well with Korea’s changing
demographics. Coway is also adjusting to market changes by launching suitable products.

Woongjin Coway: Woongjin Coway:
Rental market revenue, by category Rental revenue and account numbers in Korea
Wather  Other: (KRWb) ('000)
softener: 1%
Mattresses: 2% 2,000 ~ r 6,500
8% ‘| 6,000
1,500 - -
F 5,500
Air purifiers: Water 1,000 -
21% purifiers: - 5,000
44% i
’ 500 L 4,500
0 . . . . . . . . 4,000
2013 2015 2017 2019E 2021E
Bidets: Sales (LHS)
24% Number of rental accounts (RHS)
Source: Company data Source: Company data, Samsung Securities estimates

We expect sales and operating profit at Woongjin Coway to grow at CAGRs of 9% over the next three
years, backed by rapid growth of the rental market and product diversification. The firm has added
items to its portfolio, including mattresses (2012), closet products with clothes freshening systems
(2018), and electric ranges (2019; after sticking to an outright sales policy), and it plans to continue
strengthening its product lineup.

SAMSUNG SECURITIES | 7



2019. 8. 28

WJ Coway

Malaysia’s rental market exploding

Success in the Malaysian rental market is Woongjin Coway’s longer-term growth engine. It entered
the market in 2006 and has since cemented its leadership there. As of 2Q19, it had attracted 1.15m
accounts, and it aims to raise this figure to 1.5m by year-end.

Revenue in Malaysia
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Source: Company data, Samsung Securities estimates Source: Company data, Samsung Securities estimates

Malaysian people have a strong distrust of tap water due to the nation’s aged water and sewage
systems—yet Malaysia’s water purifier penetration rate stands at just 25-30%, implying a lot of
growth potential for the water purifier rental market (which has grown at a 5-year CAGR of 23%). We
expect demand for water purifiers in Malaysia to keep growing, fueled by income growth and
urbanization. Malaysians have shown a strong preference for Korean rental firms, which offer high-
quality servicing. Indeed, Korean water purifier exports to Malaysia have grown at a CAGR of
60% over the past five years.

Malaysia has a population of 32.4m people in 7m households (as of 2018). Given the nature of the
rental business (ie, monthly fees), a rental firm’s key target should be households that can afford to
pay monthly rental fees. We believe this corresponds to the portion of households that now watches
cable TV (CATV). We expect the Malaysian rental market to more than double given that: 1) some
3.6m Malaysian households subscribe to CATV; and 2) Coway and Homesys currently have a
combined 1.85m rental accounts—ie, 1.15m and 700,000 accounts, respectively.

SAMSUNG SECURITIES | 8
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Malaysia: Water purifier market size
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Coway’s Malaysian subsidiary saw revenue jump more than 70.5% in 2018. As we foresee its top-line
growth hitting 31% pa over the next three years (ie, through 2021), we believe the subsidiary will
contribute 22% of consolidated sales by 2021. The subsidiary is now heavily geared toward water
purifier products, but it plans to diversify into other categories to boost sales and rental account
numbers (as the parent company has in Korea). Backed by rich rental knowhow accumulated on
home soil, Woongjin Coway is winning consumer confidence overseas.
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Dividend merit

The strength of the rental business stems from the stability of the business model and its ability to
generate solid cash flows. In the initial stages of a company’s rental operation, costs may be high due
to COGS and sales commission, but once the business secures a certain number of subscribers (and
the concomitant monthly rental fees), it can breakeven in three to four years and start generating
stable profits thereafter.

We expect Coway’s EPS to grow at 11% pa over 2019-2021 and its dividend payout ratio to rise to
67% in 2021 (for a dividend yield of 5.5% at the current share-price level). The change of largest
shareholder might result in a new dividend policy, but given the strength of Woongjin Coway’s
business model—ie, its ability to generate stable cash flows regardless of a change of largest
shareholder—we expect the firm to keep paying out handsome dividends.

Free cash flow

Dividend payout ratio
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Source: Company data, Samsung Securities estimates
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Balance sheet

Year-end Dec 31 (KRWb) 2017 2018  2019E  2020E  2021E Year-end Dec 31 (KRWb) 2017 2018 2019E 2020E 2021E
Sales 2,517 2,707 3,028 3,274 3,532 Current assets 91 844 849 907 972
Cost of goods sold 798 878 1,001 1,067 1,143 Cash & equivalents 110 69 67 74 87
Gross profit 1,718 1,829 2,026 2,208 2,390 Accounts receivable 315 302 333 362 391
Gross margin (%) 68.3 67.6 66.9 674 67.7 Inventories 75 103 98 109 122
SG&A expenses 1,246 1,309 1,476 1,600 1,719 Other current assets 292 370 350 361 372
Operating profit 473 520 550 607 671 Fixed assets 1,367 1,535 1,746 1,917 2,096
Operating margin (%) 18.8 19.2 18.2 185 19.0 Investment assets 56 58 57 57 58
Non-operating gains (losses) (33) (51) (24) (26) (29) Tangible assets 712 781 931 1,076 1,214
Financial profit 1 1 8 9 10 Intangible assets 184 160 162 162 162
Financial costs 12 18 26 25 25 Other long-term assets 415 536 596 622 663
Equity-method gains (losses) 0 0 0 0 0 Total assets 2,159 2,379 2,594 2,824 3,068
Other (22) (35) ) © (14) Current liabilities 1,125 1,234 1,281 1,336 1,388
Pre-tax profit 440 469 526 581 642 Accounts payable 54 62 7 74 81
Taxes 114 119 131 140 154 Short-term debt 670 731 768 806 846
Effective tax rate (%) 26.0 253 249 24.0 24.0 Other current liabilities 401 441 443 456 462
Profit from continuing operations 326 350 395 442 488 Long-term liabilities 52 57 61 60 59
Profit from discontinued operations 0 0 0 0 0 Bonds & long-term debt 12 10 10 10 10
Net profit 326 350 395 442 488 Other long-term liabilities 40 47 51 50 49
Net margin (%) 129 129 13.0 135 138 Total liabiliies 1,177 1,291 1,342 1,396 1,448
Net profit (controlling interests) 326 350 3% 442 489 Owners of parent equity 982 1,088 1,252 1,428 1,621
Net profit (non-controlling interests) 0) 0) 1 0) Q) Capital stock 4 4 4 4 4
EBITDA 708 775 826 921 1,023 Capital surplus 129 130 130 130 130
EBITDA margin (%) 28.1 286 273 28.1 29.0 Retained eamings 963 967 1,131 1,307 1,500
EPS (parent-based) (KRW) 4328 4735 5345 5988 6625  Other (151) (49) (49) (49) (49)
EPS (consolidated) (KRW) 4,321 4,730 5,353 5,986 6,611 Non-controlling interests’ equity 0 0) 0) 0) 0)
Adjusted EPS (KRW)* 4328 4735 5,121 5935 6,543 Total equity 982 1,088 1,252 1,428 1,621
Net debt 513 567 600 626 647
Cash flow statement Financial ratios
Year-end Dec 31 (KRWb) 2017 2018  2019E  2020E  2021E Year-end Dec 31 2017 2018 2019E 2020E 2021E
Cash flow from operations 554 539 661 729 795 Growth (%)
Net profit 326 350 395 442 488 Sales 59 76 1.8 82 79
Non-cash profit and expenses 476 541 421 479 513 Operating profit 395 10.0 58 104 104
Depreciation 21 247 268 306 344 Netprofit 338 74 129 138 104
Amortization 8 9 8 8 9 Adjusted EPS* 36.6 94 8.1 15.9 10.2
Other 241 286 145 165 161 Per-share data (KRW)
Changes in A/L from operating activities (148) (237) 3 1) (40) EPS (parent-based) 4328 4735 5,345 5988 6,625
Cash flow from investments (290) (394) (430) (461) (490) EPS (consolidated) 4321 4,730 5,353 5,986 6,611
Change in tangible assets (323) (388) (427) (460) (490) Adjusted EPS* 4,328 4735 5,121 5935 6,543
Change in financial assets 17 (49) M M M BVPS 13619 15074 17339 19777 22446
Other 17 43 (1) () 0 DPS (common) 3,200 3,600 3,600 4,000 4,400
Cash flow from financing (218) (187) (233) (261) (292) Valuations (x)
Change in debt 332 59 37 38 40 PIE** 184 16.8 155 134 122
Change in equity 2 1 0 0 0 PB** 58 53 46 40 35
Dividends (409) (231) (266) (295) (325) EV/EBITDA 9.0 83 78 741 6.4
Other (143) (16) @) @) ®)  Ratios (%)
Change in cash 4 41) @) 7 13 ROE 301 338 337 330 321
Cash at beginning of year 66 110 69 67 74 ROA 15.8 154 15.9 16.3 16.6
Cash atend of year 110 69 67 74 87 ROIC 246 251 24.1 238 238
Gross cash flow 802 891 816 921 1,001 Payout ratio 712 742 65.9 654 65.0
Free cash flow 217 139 234 269 306 Dividend yield (common) 40 45 45 5.0 55
Note: * Excluding one off items, ** Fully diluted, excluding one-off items Net debt to equity 522 52.1 479 438 40.0
*** From companies subject to equity-method valuation Interest coverage (X 383 202 313 382 393

Source: Company data, Samsung Securities estimates

SAMSUNG SECURITIES | 11



WJ Coway

2019. 8. 28

Compliance notice

- During the six months prior to Aug 27, 2019, Samsung Securities had participated as a financial advisor in a merger or acquisition for WJ Coway.

- As of Aug 27, 2019, the covering analyst (s) did not own any shares, or debt instruments convertible into shares, of any company covered in this report.

- As of Aug 27, 2019, Samsung Securities’ holdings of shares and debt instruments convertible into shares of each company covered in this report would not, if such debt instruments
were converted, exceed 1% of each company’s outstanding shares.

- This report has been prepared without any undue external influence or interference, and accurately reflects the views of the analyst (s) covering the company or companies herein.

- All material presented in this report, unless specifically indicated otherwise, is under copyright to Samsung Securities.

- Neither the material nor its content (including copies) may be altered in any form, or by any means transmitted, copied, or distributed to another party, without prior express written
permission from Samsung Securities.

- This memorandum is based upon information available to the public. While we have taken all reasonable care to ensure its reliability, we do not guarantee its accuracy or completeness.
This memorandum is not intended to be an offer, or a solicitation of any offer, to buy or sell the securities mentioned herein. Samsung Securities shall not be liable whatsoever for any
loss, direct or consequential, arising from the use of this memorandum or its contents. Statements made regarding affiliates of Samsung Securities are also based upon publicly
available information and do not necessarily represent the views of management at such affiliates.

- This material has not been distributed to institutional investors or other third parties prior to its publication.
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Rating changes over past two years (adjusted share prices)

Date 2017/8/1  2018/2/13  2019/2/13 8/28
Recommendation BUY BUY BUY BUY
Target price (KRW) 110,000 105,000 105,000 90,000
Gap* (average) (10.52) (18.92) (14.67)

(max or min)** 0.45 (9.52) (11.71)

Note: * [(average, maximum, or minimum share price over duration of target price minus target price) / target price] x 100%
** Maximum/minimum share price if new target is higher/lower than market close on the business day prior to target price change

Samsung Securities uses the following investment ratings.

Company Industry
BUY Expected to increase in value by 10% or more within 12 months and OVERWEIGHT Expected to outperform market by 5% or more within 12 months
is highly attractive within sector NEUTRAL Expected to outperform/underperform market by less than
HOLD Expected to increase/decrease in value by less than 10% within 12 months 5% within 12 months
SELL Expected to decrease in value by 10% or more within 12 months UNDERWEIGHT  Expected to underperform market by 5% or more within 12 months

Percentage of ratings in 12 months prior to Jun 30, 2019
BUY (75.5%) | HOLD (24.5%) | SELL (0%)
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Global Disclosures & Disclaimers

General

This research report is for information purposes only. It is not and should not be construed as an offer or solicitation of an offer to purchase or sell any securities or other financial
instruments or to participate in any trading strategy. This report does not provide individually tailored investment advice. This report does not take into account individual client
circumstances, objectives, or needs and is not intended as recommendations of particular securities, financial instruments or strategies to any particular client. The securities and other
financial instruments discussed in this report may not be suitable for all investors. The recipient of this report must make its own independent decisions regarding any securities or
financial instruments mentioned herein and investors should seek the advice of a financial adviser.

This report may not be altered, reproduced, distributed, transmitted or published in whole or in part for any purpose. References to "Samsung Securities" are references to any company in
the Samsung Securities, Co., Ltd. group of companies.

Samsung Securities and/or other affiliated companies, its and their directors, officers, representatives, or employees may have long or short positions in any of the securities or other
financial instruments mentioned in this report or of issuers described herein and may purchase and/or sell, or offer to purchase and/or sell, at any time, such securities or other financial
instruments in the open market or otherwise, as either a principal or agent. Any pricing of securities or other financial instrument contained herein is as of the close of market for such day,
unless otherwise stated. Opinions and estimates contained herein constitute our judgment as of the date of this report and are subject to change without notice.

The information provided in this report is provided "AS IS". Although the information contained herein has been obtained from sources believed to be reliable, no representation or
warranty, either expressed or implied, is provided by Samsung Securities in relation to the accuracy, completeness or reliability of such information or that such information was provided
for any particular purpose and Samsung Securities expressly disclaims any warranties of merchantability or fitness for a particular purpose. Furthermore, this report is not intended to be a
complete statement or summary of the securities, markets or developments referred to herein.

Samsung Securities does not undertake that investors will obtain any profits, nor will it share with investors any investment profits. Samsung Securities, its affiliates, or any of its and their
affiliates, directors, officers, employees or agents disclaim any and all responsibility or liability whatsoever for any loss (direct or consequential) or damage arising out of the use of all or any
part of this report or its contents or otherwise arising in connection therewith. Information and opinions contained herein are subject to change without notice. Past performance is not
indicative of future results. Foreign currency rates of exchange may adversely affect the value, price or income of any security or financial instrument mentioned in this report. For
investment advice, trade execution or other enquiries, clients should contact their local sales representative. Any opinions expressed in this report are subject to change without notice and
may differ or be contrary to opinions expressed by other business areas or groups of Samsung Securities. Any analysis contained herein is based on numerous assumptions. Different
assumptions may result in materially different results. Samsung Securities is under no obligation to update or keep current the information contained herein. Samsung Securities relies on
information barriers to control the flow of information contained in one or more areas or groups within Samsung Securities into other areas or groups of Samsung Securities. Any prices
stated in this report are for information purposes only and do not represent valuations for individual securities or other financial instruments. Samsung Securities makes no representation
that any transaction can or could have been effected at those prices and any prices contained herein may not reflect Samsung Securities’ internal books and records or theoretical model-
based valuations and may be based on certain assumptions. Different assumptions by Samsung Securities or any other source may yield substantially different results. Additional
information is available upon request.

For reports to be distributed to US:

Securities research is prepared, issued and exclusively distributed by Samsung Securities Co., Ltd., an organization licensed with the Financial Supervisory Service of South Korea. This
research may be distributed in the United States only to major institutional investors as defined in Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended, and may not be
circulated to any other person otherwise. All transactions by U.S. investors involving securities discussed in this report must be effected through Samsung Securities (America) Inc., a
broker-dealer registered with the U.S. Securities & Exchange Commission and a member of the Financial Industry Regulatory Authority/SIPC, and not through any non-U.S. affiliate
thereof. The analysts listed [on the front of this report] are employees of Samsung Securities Co., Ltd., or a non-U.S. affiliate thereof, and are not registered/qualified as research analysts
under applicable U.S. rules and regulations and may not be subject to U.S. restrictions on communications with covered companies, public appearances, and trading securities held by a
research analyst account.

For reports to be distributed to UK:

This report is not an invitation nor is it intended to be an inducement to engage in investment activity for the purpose of section 21 of the Financial Services and Markets Act 2000 of the
United Kingdom ("FSMA"). To the extent that this report does constitute such an invitation or inducement, it is directed only at (i) persons who are investment professionals within the
meaning of Article 19 (5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001 (as amended) of the United Kingdom (the "Financial Promotion Order"); (i)
persons who fall within Articles 49 (2)(a) to (d) ("high-net-worth companies, unincorporated associations etc.") of the Financial Promotion Order; and (iii) any other persons to whom this
report can, for the purposes of section 21 of FSMA, otherwise lawfully be made (all such persons together being referred to as "relevant persons").

Any investment or investment activity to which this report relates is available only to relevant persons and will be engaged in only with relevant persons. Persons who are not relevant persons
must not act or rely on this report.

For reports to be distributed to Korea:
This report is for private circulation only, not for sale, and is issued and distributed only to persons permitted under the laws and regulations of Korea.
For reports to be distributed to Singapore:

This report is provided pursuant to the financial advisory licensing exemption under Regulation 27 (1)(e) of the Financial Advisers Regulation of Singapore and accordingly may only be
provided to persons in Singapore who are "institutional investors" as defined in Section 4A of the Securities and Futures Act, Chapter 289 of Singapore. This report is intended only for the
person to whom Samsung Securities has provided this report and such person may not send, forward or transmit in any way this report or any copy of this report to any other person.

Analyst certification

The views expressed in this research report accurately reflect the personal views of the analyst (s) about the subject securities or issuers and no part of the compensation of such analyst (s)
was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research report. The analyst (s) principally responsible for the preparation of this
research report receives compensation based on determination by research management and senior management (not including investment banking), based on the overall revenues,
including investment banking revenues of Samsung Securities Co., Ltd. and its related entities and has taken reasonable care to achieve and maintain independence and objectivity in making
any recommendations.

Copyright © 2010 Samsung Securities Co., Ltd. All rights reserved. This report or any portion hereof may not be reprinted, sold or redistributed without the
prior written consent of Samsung Securities America Inc.
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