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Acquisitions to bolster competitiveness of
flagship businesses

1. Hanwha acquires stakes in Samsung Techwin and Samsung General Chemicals
(1) Acquisition details

On November 26", Hanwha Group announced its plan to acquire a 32.4% stake in Samsung
Techwin and a 57.6% stake in Samsung General Chemicals. Hanwha Corp. will purchase all
Samsung Techwin shares up for sale, but Samsung General Chemicals will be acquired jointly
by Hanwha Chemical (009830 KS; 27.6%) and Hanwha Energy (unlisted, 30.0%).

The acquisition will include Samsung Techwin’s stakes in Korea Aerospace Industries (10.0%),
Samsung Heavy Industries (0.1%), Samsung Thales (50.0%), and Samsung General Chemicals
(22.7%). Upon completion of the deal, Hanwha Group will gain management control of
Samsung Techwin and Samsung General Chemicals, and joint control of Samsung Thales and
Samsung Total Petrochemicals.

(2) Payment and funding

Hanwha Group is set to pay a total of W1.9tr for its acquisition of Samsung Group affiliates.
For the stake in Samsung Techwin (W840bn=17,189,609 shares x W48,866.7), Hanwha plans
to pay 50% around June 2015, and the rest a year later. Hanwha Chemical and Hanwha
Energy will respectively pay W508.1bn and W551.9bn (40% upon the completion of the deal,
30% a year later, and 30% two years later).

Hanwha Corp. is expected to fund the deal with free cash from operating activities and
dividends from subsidiaries. The company is also expected to liquidate some assets, issue
bonds, or borrow from financial institutions (if necessary). However, the installment payment
deal should ease the company’s financial burden. Furthermore, in light of a potential increase
in operating cash flow thanks to the merger with Hanwha TechM in October and the
Chunmoo multiple rocket launch system project, Hanwha Group’s financial stability should
not see deterioration.

2. Maintain Buy and TP of W40,000

The acquisition of stakes in Samsung Techwin and Samsung Thales is expected to push up
Hanwha Corp’s defense revenue to W2.6tr (vs. 1tr in 2013), making it the top player in the
domestic defense industry. In particular, Hanwha Corp. and Samsung Techwin have no areas
of overlap. Accordingly, Hanwha Corp.’s business portfolio will expand sharply with the
inclusion of Samsung Techwin’s self-propelled artillery, aircraft engine, and defense
electronics businesses (in addition to the existing ammunition and precision-guided weapon
businesses).

We maintain our Buy rating and target price of W40,000. Hanwha E&C is anticipated to
receive additional Iraqi infrastructure project orders at year-end. In 2015, we expect the
Chunmoo multiple rocket launch system project to gather steam, raking in annual revenue of
W200bn. Furthermore, the merger with Hanwha TechM should contribute to operating profit
starting next year.

FY (Dec.) 12/10 12/11 12/12 12/13 12/14F 12/15F
Revenue (Wbn) 34,723 12,186 35,652 38,725 38,728 42,489
OP (Whbn) 1,569 307 1,226 864 627 1,260
OP margin (%) 4.5 25 34 22 1.6 3.0
NP (Whbn) 266 135 287 130 -187 270
EPS (W) 3,531 1,783 3,799 1,723 -2,485 3,576
ROE (%) 10.4 3.6 6.4 3.0 -4.5 6.4
P/E (x) 13.2 18.6 9.0 22.7 - 8.7
P/B (x) 1.2 0.5 0.6 0.7 0.6 05

Note: All figures are based on consolidated K-IFRS; NP refers to profit attributable to controlling interests
Source: Company data, KDB Daewoo Securities Research estimates

Analysts who prepared this report are registered as research analysts in Korea but not in any other jurisdiction, including the U.S.
PLEASE SEE ANALYST CERTIFICATIONS AND IMPORTANT DISCLOSURES & DISCLAIMERS IN APPENDIX 1 AT THE END OF REPORT.
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Table 1. Acquisition overview (Wbn, %)
Stake Valuation Acquisition value Payment Acquirer
Cash, two installments
1) Samsung Techwin 324 584 840 (completion of deal: 50%; Hanwha Corp.
after one year: 50%)
H+Samsung Thales 50.0 208
+Samsgng General 227 225
Chemicals
HKAI 10.0 397
576 Cash, three installments
2) Samsung General (excludin ’ treasur 1452 1.060 (completion of deal: 40%; Hanwha Chemical (27.6%, W508bn)
Chemicals stc?ck) Y ! ‘ after one year: 30%; Hanwha Energy (30.0%, W552bn)
after two years: 30%)
|+Samsung Total 50.0 1,236
Total 2,036 1,900

Notes: Samsung Techwin and KAl data are based on November 25, 2014 closing prices, other data are based on their 3Q14 book value

Source: KDB Daewoo Securities Research

Figure 1. Hanwha Group'’s structure following acquisitions of Samsung Techwin and Samsung

General Chemicals

Source: KDB Daewoo Securities Research

Figure 2. P/B band

KimSeung-yeonand
rel parties

24% ¢
Samsung Techmin Harwha Chemical
12450 00801 ——
50.0% o, 22.7%i 269% 29.2%

Figure 3. Discount to NAV

W (%)
60,000 60
Upper limit: 48%
50,000 08x 5 | .
40000 | 0.7x o | ‘
0.6x
30000 © 0.5x 20 | "-._‘
0.4x '
20,000 20 Bottomlimit: 25%
10000 r 10 ¢
0 L | 1 L L L 0 L L L .
09 10 " 12 13 14F 15F 10 1" 12 13 14
Source: KDB Daewoo Securities Research Source: KDB Daewoo Securities Research
KDB Daewoo Securities Research 2



November 27, 2014

KDB Daewoo Securities Research

Hanwha Corp.

Table 2. Ownership structure of Samsung Techwin (Wbn, %)
Current Disposal
e AU 27G Stake Value N7 Stake Sale value
shares shares
SEC 13,526,935 25.5 459 13,526,935 25.5 661
Samsung C&T 2,273,350 43 77 2,273,350 43 11
Samsung Securities 1,037,896 2.0 35 1,037,896 2.0 51
Samsung Life 322,109 0.6 11 289,800 0.5 14
Samsung SDI 61,628 0.1 2 61,628 0.1 3
Samsung F&M 775 0.0 0 - - -
Samsung Group 17,222,693 324 584 | 17,189,609 324 840
NPS 3,774,233 7.1 128 - - -
f;;fjg'g:f:;{”e”t 3,762,607 7.1 128 - : :
Other 28,370,467 534 962 - - -
ZSI:::S::; 53,130,000 1000 1,801| 17,189,609 324 840
Notes: Based on November 25, 2014 closing price
Source: KDB Daewoo Securities Research
Table 3. Ownership structure and book value of Samsung Thales (Wbn, %)
Shareholders Number of shares Stake Book value
Samsung Techwin 13,500,000 50.0 208
Thales International 13,500,000 50.0 208
Total shares outstanding 27,000,000 100.0 416
Source: KDB Daewoo Securities Research
Table 4. Ownership structure of Samsung General Chemicals (Wbn, %)
Current Disposal

Shareholders Numsﬁrr;f Stake Value Numst;zrr:: Stake Sale value
Samsung C&T 21,272,689 373 466 11,028,854 19.9 366
Samsung Techwin 12,970,973 227 225 - - -
Samsung SDI 7,473,437 13.1 342 7,473,437 135 248
Samsung EM 5,158,443 9.0 236 5,158,443 9.3 171
SEC 3,016,705 53 66 3,016,705 5.4 100
Lee Boo-jin 2,822,017 49 62 2,822,017 5.1 94
ii?;:’c”agl:'”e 1,744,623 3.1 38| 1,744,623 3.1 58
Lee Kun-hee 553,210 1.0 12 553,210 1.0 18
Cheil Worldwide 163,558 0.3 4 163,558 0.3 5
Samsung Group 55,175,655 96.7 1,452 | 31,960,847 57.6 1,060
Treasury stock 1,589,540 2.8 35 - - -
Others 295,728 0.5 6 - - -
Zﬂ::l::g{:; 57,060,923 1000 1,493 | 31,960,847 57.6 1,060
Source: KDB Daewoo Securities Research
Table 5. Ownership structure and book value of Samsung Total (Wbn, %)
Shareholders Number of shares Stake Book value
Samsung General Chemicals 9,582,658 50.0 1,236
Total Holdings 9,582,658 50.0 1,236
Total shares outstanding 19,165,316 100.0 2,472
Notes: Based on end- 2013 data
Source: KDB Daewoo Securities Research
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APPENDIX 1

Important Disclosures & Disclaimers
2-Year Rating and Target Price History

Company (Code) Date Rating Target Price w)
Hanwha Corp. (000880) 08/06/2014  Buy 40000 | o000 - Hanwha Corp.
10/18/2013  Buy 49,000

50,000

11/23/2012 Buy 42,000 —]—l_
40,000 F

F ™ ’WW*&

30,000 f hata el S

20,000 r
10,000 A T
0 .
Nov 12 Nov 13 Nov 14
Stock Ratings Industry Ratings
Buy : Relative performance of 20% or greater Overweight : Fundamentals are favorable or improving
Trading Buy : Relative performance of 10% or greater, but with volatility Neutral : Fundamentals are steady without any material changes
Hold : Relative performance of -10% and 10% Underweight : Fundamentals are unfavorable or worsening

Sell : Relative performance of -10%

Ratings and Target Price History (Share price (—), Target price (==), Not covered (i), Buy (A), Trading Buy (H), Hold (@), Sell (®))

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

* Although it is not part of the official ratings at Daewoo Securities, we may call a trading opportunity in case there is a technical or short-term material
development.

* The target price was determined by the research analyst through valuation methods discussed in this report, in part based on the analyst’s estimate of
future earnings.

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

Disclosures
As of the publication date, Daewoo 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.

Anal ification

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 and regulations thereof. Opinions
expressed in this publication about the subject securities and companies accurately reflect the personal views of the Analysts primarily responsible for this
report. Daewoo Securities Co., Ltd. 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. No part of the compensation of the Analysts was, is, or will be directly or indirectly related to the specific
recommendations or views contained in this report but, like all employees of Daewoo Securities, the Analysts receive compensation that is impacted by
overall firm profitability, which includes revenues from, among other business units, the institutional equities, investment banking, proprietary trading and
private client division. 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 Daewoo Securities Co., Ltd. except as otherwise stated herein.

Disclaimers

This report is published by Daewoo Securities Co., Ltd. (“Daewo0”), a broker-dealer registered in the Republic of Korea and a member of the Korea Exchange.
Information and opinions contained herein have been compiled from sources believed to be reliable and in good faith, but such information has not been
independently verified and Daewoo 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. If this report is 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. Daewoo, its affiliates and their directors, officers, employees and agents do not accept any liability for any loss arising from the use hereof. This
report is for general information purposes only and it is not and should not be construed as an offer or a solicitation of an offer to effect transactions in any
securities or other financial instruments. 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 and regulations or subject Daewoo and its affiliates to registration or licensing requirements in any jurisdiction should receive or make any use hereof.
Information and opinions contained herein are subject to change without notice and 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 consent of Daewoo. Daewoo, 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. Daewoo 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. The price and value of the investments referred to
in this report and the income from them may go down as well as up, and investors may realize losses on any investments. Past performance is not a guide to
future performance. Future returns are not guaranteed, and a loss of original capital may occur.
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Distribution

United Kingdom: This report is being distributed by Daewoo Securities (Europe) Ltd. in the United Kingdom only to (i) investment professionals falling within
Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”), and (ii) high net worth companies and other
persons to whom it may lawfully be communicated, falling within Article 49(2)(A) to (E) of the Order (all such persons together being referred to as “Relevant
Persons”). This report is directed only at Relevant Persons. Any person who is not a Relevant Person should not act or rely on this report or any of its
contents.

United States: This report is distributed in the U.S. by Daewoo Securities (America) Inc., a member of FINRA/SIPC, and is only intended for major institutional
investors as defined in Rule 15a-6(b)(4) 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 institutional investor and have not received this report under any express or implied understanding that
they will direct commission income to Daewoo or its affiliates. Any U.S. recipient of this document wishing to effect a transaction in any securities discussed
herein should contact and place orders with Daewoo Securities (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. persons absent registration or an applicable exemption from the registration requirements.

Hong Kong: This document has been approved for distribution in Hong Kong by Daewoo Securities (Hong Kong) Ltd., which is regulated by the Hong Kong
Securities and Futures Commission. The contents of this report have not been reviewed by any regulatory authority in Hong Kong. This report is for
distribution only to professional investors within the meaning of Part | of Schedule 1 to the Securities and Futures Ordinance of Hong Kong (Cap. 571, Laws
of Hong Kong) and any rules made thereunder and may not be redistributed in whole or in part in Hong Kong to any person.

All Other Jurisdictions: Customers in all other countries who wish to effect a transaction in any securities referenced in this report should contact Daewoo 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 Daewoo and its

affiliates to any registration or licensing requirement within such jurisdiction.
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