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Maintain Buy and raise TP to W65,000
We maintain our Buy rating on POSCO International and raise our target price to W65,000. Our target price is based on a sum-
of-the-parts valuation (combining the values of the global and energy businesses) and implies an EV/EBITDA of 10x. We believe
the company’s valuation gap with Japanese trading companies will narrow thanks to: 1) structural margin improvements at the

trading division; and 2) the expansion of eco-friendly businesses.

3Q23 review

Shares outstanding (mn)

Upside
20.6%

176

October 31, 2023

4
MIRAE ASSET

Securities

Current price (10/30/23)
W53,900

Foreign ownership (%)

For 3Q23, the company reported revenue of W8.05tr (-11% YoY) and operating profit of W311.7bn (OP margin of 3.9%). Operating
profit missed the consensus, but the trading division maintained higher profitability than historical levels, with an OP margin of
1.7%. In our view, the trading division's structural margin improvement justifies a valuation re-rating. We revised up our

operating profit forecasts for 2023 and 2024 by 14% and 24%, respectively.
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Earnings and valuation metrics
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OP margin (%)
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Dividend yield (%)

Notes: Under consolidated K-IFRS; NP is attributable to owners of the parent
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POSCO International

October 31, 2023

Raise TP to W65,000; valuation gap with Japanese peers to narrow

We maintain our Buy rating on POSCO International and raise our target price from
W35,000 to W65,000. For our target price, we combined the values of the global business
(steel, food, etc.) and the energy business (LNG/power generation and gas fields). For
the global business, we applied a 12-month forward EV/EBITDA of 10x, which represents
a 20% discount to the average multiple of Japanese trading companies.

Over the past five years, POSCO International has traded at a discount of around 40% to
Japanese peers. However, we expect the valuation gap to narrow, given: 1) the trading
division’s margin improvements; and 2) portfolio diversification into rechargeable
batteries, eco-friendly power generation, and hydrogen. (Both POSCO International and
its Japanese trading company peers are diversifying into eco-friendly businesses.)

Except for electric vehicle (EV) motor cores and several power generation projects, most
of POSCO International’s eco-friendly businesses (EV-related, batteries, eco-friendly
power generation and hydrogen) are still in the nascent stages. However, we expect
these businesses to drive a valuation re-rating once meaningful monetization begins.

Table 1. Valuation

12MF Notes
Operating value Global
EBITDA (Wbn) 736
Net debt (Wbn) 3,780
Target EV/EBITDAX) 100 20% discount .to avg. mult?ple of
Japanese trading companies
Energy
E&P value (Wbn) 6,536
Myanmar and Senex 2085 Myanmar, Australia, and Indonesia
blocks
LNG, etc. 3,551  Industry avg. EV/EBTIDA of 9x
Operating value (Wbn) 10,115
Asset Value Other investment assets
Equity-method gains, etc. (US$mn) 123.0
Target P/E (x) 120  Avg.of trading and E&P units
USD/WKRW 1,250
Value (Wbn) 1,384
No. of shares (mn) 176
Total (Wbn) 11,499
TP 65,000
Current price 53,900
Upside (%) 20.6

Source: Mirae Asset Securities Research
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POSCO International

Figure 2. P/E band chart

October 31, 2023

POSCO International shares used to move in line with traditional commodity prices, but
we have seen a divergence from this pattern recently. The stock has pulled back from its
peak due to the slowdown of the EV battery market, but we believe re-rating
expectations are still valid, as the company is transforming its fundamentals via
diversification into eco-friendly businesses. With this in mind, we expect POSCO
International’s valuation gap with Japanese peers to narrow going forward.

Figure 1. POSCO International vs. major Japanese trading companies: EV/EBITDA trends
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Figure 3. EV/EBITDA band chart
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3Q23 review: Sluggish steel sector conditions

POSCO International's 3Q23 revenue fell 11% YoY to W8.05tr. Revenue continued to
decline across steel (-15% YoY), food (-27% YoY), and trading (global). In the energy
division, power generation and the Myanmar gas field project saw revenue fall 40% YoY.

Operating profit came in at W311.7bn (+58% YoY; OP margin of 4.0%), falling short of
the consensus (W340.4bn). Despite growing sharply YoY on the effects of the POSCO
Energy merger, operating profit fell 13% on a QoQ basis. Steel profit contracted 27%
QoQ due to weaker sales and ASP declines. However, the trading business posed an OP
margin of 1.7%, higher than its historical average. Operating profits from the Myanmar
gas field project and power generation slightly improved QoQ, increasing W2.5bn and
W6.5bn to W112.5bn and W52bn, respectively.

Despite the sluggish 3Q23 results, we revise up our operating profit forecasts for 2023
and 2024 by 14% and 24%, respectively, in light of strong 2Q23 earnings. Earnings will
likely remain weak in 4Q23, but full-year operating profit is likely to hit a record W1.25tr,
backed by higher steel margins and a rebound in power generation profit.

Table 2.3Q23 review (Wbn, %, %p)

3Q23pP Growth
3Q22 2Q23 — N
Preliminary Mirae Asset Consensus YoY QoQ

Revenue 9,041 8,871 8,046 8,585 9,067 -11.0 93
OP 197 357 312 295 340 583 -126
OP margin (%) 22 4.0 39 34 38 17 -0.1
Pretax profit 149 313 261 278 299 74.7 -16.6
NP 109 224 201 197 213 83.9 -10.2
Notes: Under consolidated K-IFRS; NP is attributable to owners of the parent
Source: Company data, WISEfn, Mirae Asset Securities Research estimates
Table 3. Earnings forecast revisions (Wbn, %)

Previous Revised % chg.

Notes

23F 24F 23F 24F 23F 24F
Revenue 37,538 39,660 33,153 34,612 -11.7 -12.7 | Revised trading revenue est.
op 1005 1052 1,247 1,305 138 241 Reﬂected 3Q23 results and steel margin

improvements

Pretax profit 978 883 1,092 1,223 11.8 385
NP 733 656 823 939 124 432
EPS (W) 4168 3728 4684 5339 124 432

Notes: Under consolidated K-IFRS; NP is attributable to owners of the parent
Source: Mirae Asset Securities Research estimates
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Table 4. Quarterly and annual earnings (Wbn, %)
1Q22 2Q22 322  4Q22 1Q23 2Q23 3Q23P  4Q23F 2022  2023F  2024F
Revenue 9912 11,070 9,041 7,966 8,307 8,871 8,046 7,929 37,990 33,153 34,612
Energy 356 394 433 430 1,287 981 892 902 1,613 4,061 5319
E&P 115 238 254 222 206 243 192 191 829 832 332
Trading 9,556 10,676 8,608 7,536 7,020 7,884 7,154 7,028 36,376 29,086 29,293
Steel 6,910 8,027 6,088 5317 4,549 5,909 5183 4,728 26,343 20,369 19,994
OopP 216 321 197 169 280 357 312 298 903 1,247 1,305
Energy 46 119 1M1 90 143 208 187 164 366 701 754.5
E&P 49 118 116 85 71 115 118 100 368 404 3443
Trading 170 202 86 79 137 149 125 135 537 545 550.8
Steel 79 85 50 76 86 119 86 85 289 376 330.6
Pretax profit 222 321 149 50 235 313 261 283 742 1,092 1,223
NP 161 229 109 91 187 224 201 218 590 823 939
OP margin (%) 22 29 22 2.1 34 40 39 38 24 38 32
Pretax margin (%) 22 29 17 0.6 28 35 32 3.6 20 35 29
Steel sales volume (‘000 tonnes) 3,510 3,550 3,350 3,070 3,040 3,520 3,190 2,980 13,480 12,730 12,810
Motor core sales volume (‘000 units) 310 380 370 420 440 470 460 521 1,480 1,891 2,347
(PC_‘;’\‘,’V"E; generation sales volume 2388 2624 2886  3052| 3141 2456 2725  2930| 10951 11253 11325
Myanmar gas sales volume (Bcf) 42 46 50 52 48 39 47 51 189 185 187
Notes: Under consolidated K-IFRS; NP is attributable to owners of the parent
Source: Company data, Mirae Asset Securities Research estimates
Figure 4. Prismatic battery price trends Figure 5. Lithium price trends
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Changes in existing businesses and pursuit of new businesses

POSCO International’s strategic direction calls for: 1) the reorientation of existing
businesses toward eco-friendly and high-value-added segments/channels; and 2) the
pursuit of new green businesses. In the long run, the company is aiming to completely
break away from its traditional trading business model. Specifically, the company plans
to increase its share of operating profit from motor cores and renewable
energy/hydrogen (currently 3%) to nearly 20% by 2030. Meanwhile, the company plans
to reduce trading/LNG-related operating profit from 85% to 65%.

POSCO International is aiming to increase motor core orders from 1.5 mn units in 2022

to 8mn units in 2027. For the existing steel business, the company is looking to improve
margins by nearly quadrupling eco-friendly/online platform sales volume by 2030.

Figure 6. Growth road map: Switching to eco-friendly businesses
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Figure 7. Motor core order outlook Figure 8. Steel business strategic targets
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Figure 9. Henry Hub vs. Asia LNG prices

October 31, 2023

Figure 10. Natural gas spot prices in Europe
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Note: Monthly data through Sep. 2023
Source: Clarksons, Mirae Asset Securities Research

Figure 11. Myanmar gas field earnings trends
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Figure 12. Palm oil prices
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Figure 13. Nickel price vs. one-year moving avg.

October 31, 2023

Figure 14. WTI price vs. one-year moving avg.
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Figure 15. Hot-rolled steel price vs. one-year moving avg.

Source: Bloomberg, Mirae Asset Securities Research

Figure 16. Iron ore price vs. one-year moving avg.
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POSCO International

Income statement (summarized)

Balance sheet (summarized)

October 31, 2023

(Wbn) 2022  2023F  2024F  2025F  (Wbn) 2022  2023F  2024F  2025F
Revenue 37990 33153 34612 33537 Current assets 7319 6,958 7,800 7413
Cost of revenue 36,422 31,321 32,753 31,935 Cash & equivalents 1,298 1,098 1,170 1,161
GP 1,568 1,832 1,859 1,602 AR & other receivables 3,715 3,697 4183 3,945
SG&A expenses 665 585 554 537  Inventory 1,758 1,750 1,980 1,867
OP (adj.) 203 1,247 1,305 1,065 Other current assets 548 413 467 440
oP 903 1,247 1,305 1,065 Non-current assets 5,197 8,145 8,611 8,989
Non-operating profit -161 -155 -82 95 Investments in associates 434 782 884 834
Net financial income 111 -210 -197 -183 PP&E 1,561 3,654 3,962 4,387
Net income from associates 75 122 95 67 Intangible assets 2,236 2,318 2,373 2,376
Pretax profit 742 1,092 1223 970  Total assets 12516 15103 16411 16,402
Income tax 137 273 310 246 Current liabilities 5,487 4,136 4,370 4122
Profit from continuing operations 605 819 913 724 AP & other payables 2,512 2,500 2,828 2,667
Profit from discontinued operations 0 0 0 0 Short-term financial liabilities 2,522 1,184 1,031 973
NP 605 819 913 724 Other current liabilities 453 452 511 482
Attributable to owners 590 823 939 744 Non-current liabilities 2,631 4,068 4,398 4,083
Attributable to minority interests 15 -4 -26 21 Long-term financial liabilities 2,400 3,838 4,138 3,838
Total comprehensive income 598 883 913 724  Other non-current liabilities 231 230 260 245
Attributable to owners 612 886 947 750  Total liabilities 8,118 8,204 8,768 8,206
Attributable to minority interests -14 -4 -34 27 Equity attributable to owners 3,983 6,356 7,125 7,700
EBITDA 1,303 1,761 1842 1,637 Capital stock 617 880 880 880
FCF 97 1,094 524 706 Capital surplus 541 1,810 1,810 1,810
EBITDA margin (%) 34 53 53 49 Retained earnings 2,308 3,502 4,272 4,846
OP margin (%) 24 38 38 32 Minority interests 415 543 517 496
Net margin (%) 16 25 2.7 22  Shareholders' equity 4,398 6,899 7,642 8,196
Cash flow statement (summarized) Key valuation metrics/ratios
(Wbn) 2022  2023F  2024F  2025F 2022  2023F  2024F  2025F
Operating cash flow 1233 1508 1,124 1,456 P/E (x) 47 115 10.1 127
NP 605 819 913 724 P/CF (x) 22 54 52 6.0
Non-cash income/expenses 681 941 894 851 P/B (x) 0.7 15 13 1.2
Depreciation 149 268 292 324 EV/EBITDA (x) 5.1 7.8 75 8.2
Amortization 251 246 244 247 EPS (W) 4,780 4,684 5339 4,231
Other 281 427 358 280 CFPS (W) 10420 10,012 10,275 8,952
Chg. in working capital 266 1M -326 160 BPS (W) 32,286 36298 40670 43934
Chg. in AR & other receivables 470 466 -455 223 DPS (W) 1,000 1,000 1,000 1,000
Chg. in inventory 174 312 -230 113 Dividend payout ratio (%) 204 20.8 186 235
Chg. in AP & other payables -445 -389 271 -133 Dividend yield (%) 44 19 19 19
Income tax -228 -281 -310 -246 Revenue growth (%) 11.9 -12.7 44 -3.1
Cash flow from investing activities -1,466 273 -926 -987 EBITDA growth (%) 40.2 35.1 46 111
Chg.in PP&E -253 -412 -600 -750 OP growth (%) 542 38.1 47 -184
Chg. inintangible assets -368 210 -300 -250 EPS growth (%) 63.5 20 14.0 -20.8
Chg. in financial assets 60 1 -26 13 AR turnover (x) 10.1 95 94 8.8
Other -905 894 0 0 Inventory turnover (x) 20.7 189 186 174
Cash flow from financing activities 979 -2,148 -23 -528 AP turnover (x) 15.9 15.2 14.9 14.1
Chg. in financial liabilities 967 100 147 -358 ROA (%) 52 59 5.8 44
Chg. in equity 18 1,532 0 0 ROE (%) 15.8 15.9 13.9 10.0
Dividends -102 -141 -170 -170 ROIC (%) 1.3 10.3 9.9 77
Other 132 3639 0 0 Debt-to-equity ratio (%) 184.6 1189 1147 100.1
Chg.in cash 777 -199 72 9  Currentratio (%) 1334 168.2 1785 179.8
Beginning balance 521 1298 1,098 1,170 Net debt-to-equity ratio (%) 78.0 54.1 49.5 420
Ending balance 1,298 1,098 1,170 1,161 Interest coverage ratio (x) 6.2 48 54 47

Source: Company data, Mirae Asset Securities Research estimates
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Appendix 1

Two-year rating and TP history

i pate Eoting P (W) POSCO International
POSCO International (047050) 10/31/23 Buy 65,000 100,000 -
04/27/23 Buy 35,000
04/25/23  Oneyear 33000 | 80000 |
04/25/22 Buy 33,000 60,000 |
07/01/21 Buy 30,000 40,000 |
20,000 ‘MW
. ‘ t
Oct 21 Oct 22 Oct 23
Stock ratings Sector ratings
Buy Expected 12-month performance: +20% or greater Overweight Expected to outperform the market over 12 months
Trading Buy  Expected 12-month performance: +10% to +20% Neutral Expected to perform in line with the market over 12 months
Hold Expected 12-month performance: -10% to +10% Underweight  Expected to underperform the market over 12 months
Sell Expected 12-month performance: -10% or worse

Rating and TP history: Share price (—), TP (=), Not Rated (®), Buy (4 ), Trading Buy (m), Hold (e), Sell (¢)

* Our investment rating is a guide to the expected return of the stock over the next 12 months.

* Outside of the official ratings of Mirae Asset Securities Co., Ltd., analysts may call trading opportunities should technical or short-term material developments arise.
*The TP was determined by the research analyst through valuation methods discussed in this report, in part based on estimates of future earnings.

* TP achievement may be impeded by risks related to the subject securities and companies, as well as general market and economic conditions.

Ratings distribution and investment banking services

Buy Trading Buy Hold Sell
Ratings distribution 88.81% 7.24% 3.29% 0.66%
Investment banking services 95.65% 4.35% 0% 0%

* Based on recommendations in the last 12-months (as of September 30, 2023)

Disclosures
As of the publication date, Mirae Asset Securities Co., Ltd. and/or its affiliates do not have any special interest with the subject company and do not own 1% or more of the
subject company's shares outstanding.

Analyst certification
The research analysts who prepared this report (the “Analysts”) are registered with the Korea Financial Investment Association and are subject to Korean

securities regulations. They are neither registered as research analysts in any other jurisdiction nor subject to the laws or regulations thereof. Each Analyst
responsible for the preparation of this report certifies that (i) all views expressed in this report accurately reflect the personal views of the Analyst about any
and all of the issuers and securities named in this report and (ii) no part of the compensation of the Analyst was, is, or will be directly or indirectly related to
the specific recommendations or views contained in this report. Mirae Asset Securities Co., Ltd. (“Mirae Asset Securities”) policy prohibits its Analysts and
members of their households from owning securities of any company in the Analyst's area of coverage, and the Analysts do not serve as an officer, director,
or advisory board member of the subject companies. Except as otherwise specified herein, the Analysts have not received any compensation or any other
benefits from the subject companies in the past 12 months and have not been promised the same in connection with this report. Like all employees of Mirae
Asset Securities, the Analysts receive compensation that is determined by overall firm profitability, which includes revenues from, among other business
units, the institutional equities, investment banking, proprietary trading, and private client divisions. At the time of publication of this report, the Analysts do
not know or have reason to know of any actual, material conflict of interest of the Analyst or Mirae Asset Securities except as otherwise stated herein.

Disclaimers

This report was prepared by Mirae Asset Securities, a broker-dealer registered in the Republic of Korea and a member of the Korea Exchange. Information
and opinions contained herein have been compiled in good faith and from sources believed to be reliable, but such information has not been independently
verified and Mirae Asset Securities makes no guarantee, representation or warranty, express or implied, as to the fairness, accuracy, completeness, or
correctness of the information and opinions contained herein or of any translation into English from the Korean language. In case of an English translation
of a report prepared in the Korean language, the original Korean language report may have been made available to investors in advance of this report.

The intended recipients of this report are sophisticated institutional investors who have substantial knowledge of the local business environment, its common
practices, laws, and accounting principles, and no person whose receipt or use of this report would violate any laws or regulations or subject Mirae Asset
Securities or any of its affiliates to registration or licensing requirements in any jurisdiction shall receive or make any use hereof.

This report is for general information purposes only and is not and shall not be construed as an offer or a solicitation of an offer to effect transactions in any
securities or other financial instruments. The report does not constitute investment advice to any person, and such person shall not be treated as a client of
Mirae Asset Securities by virtue of receiving this report. This report does not take into account the particular investment objectives, financial situations, or
needs of individual clients. The report is not to be relied upon in substitution for the exercise of independent judgment. Information and opinions contained
herein are as of the date hereof and are subject to change without notice. The price and value of the investments referred to in this report and the income
from them may depreciate or appreciate, and investors may incur losses on investments. Past performance is not a guide to future performance. Future
returns are not guaranteed, and a loss of original capital may occur. Mirae Asset Securities, its affiliates, and their directors, officers, employees, and agents
do not accept any liability for any loss arising out of the use hereof.
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Mirae Asset Securities may have issued other reports that are inconsistent with, and reach different conclusions from, the opinions presented in this report.
The reports may reflect different assumptions, views, and analytical methods of the analysts who prepared them. Mirae Asset Securities may make
investment decisions that are inconsistent with the opinions and views expressed in this research report. Mirae Asset Securities, its affiliates, and their
directors, officers, employees, and agents may have long or short positions in any of the subject securities at any time and may make a purchase or sale, or
offer to make a purchase or sale, of any such securities or other financial instruments from time to time in the open market or otherwise, in each case either
as principals or agents. Mirae Asset Securities and its affiliates may have had, or may be expecting to enter into, business relationships with the subject
companies to provide investment banking, market-making, or other financial services as are permitted under applicable laws and regulations.

No part of this document may be copied or reproduced in any manner or form or redistributed or published, in whole or in part, without the prior written
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