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Key strengths are business portfolio and risk
management

Steady profit growth over the past five years + inorganic growth momentum

Shinhan Financial Group (SFG) has recorded steady net profit growth since 2013, which
we largely attribute to the earnings stability resulting from the group’s diversified
business portfolio and strong risk management capabilities.

For financial (bank) holding companies, business diversification across banks and non-
banks can be a major advantage that provides earnings stability during times of
interest rate changes. While a decline in interest rates is negative to the net interest
margins (NIMs) of banks, and sentiment on the sector tends to be correlated to
interest rate moves, lower interest rates can also drive non-interest income by
increasing fixed income-related gains and boosting commission income, including
trust fees from the sale of equity-linked securities (ELS) and equity-linked trusts (ELT),
and wealth management fees. As lenders, credit card and finance companies raise
funds by issuing corporate debt or ABS. Therefore, a fall in interest rates leads to a fall
in their funding costs, providing a cushion for group net interest income. In the case of
SFG, the relatively high earnings exposure to its credit card subsidiary had been a
source of concern due to regulatory headwinds (i.e., merchant fee cuts). However, we
believe the recent fall in interest rates and BOK rate cut are more positive than
negative for credit card companies. From 2002 to 2007, SFG made a series of
acquisitions, including Good Morning Securities, LG Card, and Chohung Bank.
Following a 10-year break, the group purchased Orange Life Insurance and Asia Trust
in 2018. As such, we expect the group to see inorganic profit growth momentum. We
also project SFG's bank subsidiary to generate robust earnings, supported by solid
loan growth and stable SG&A expenses.

W400bn share buyback underway

On May 10™, SFG signed a trust agreement for a W400bn share buyback lasting from
May 13" to November 13™ (six months). Of the W400bn, the group has so far bought
back around W180bn worth of shares (as of July 17™). Further taking into account the
previous W200bn share repurchase program announced on September 5, 2018 and
completed on April 9, 2019, SFG will own a total of W600bn worth of treasury shares by
November 13, 2019. We believe SFG will use its treasury shares to acquire the
remaining shares in Orange Life Insurance that it does not already own. If so, we
expect net profit (attributable to controlling interests) to gain additional growth
momentum.

Earnings stability to stand out amid macro worries and falling interest rates

We are positive on SFG's strategy to: 1) secure profit growth drivers and diversify its
income base via M&As; 2) expand its global business by advancing into Vietnam, which
has higher growth/margin potential than the domestic market; and 3) strengthen its
capital market competitiveness in Korea. Despite macro worries and falling interest
rates, we believe SFG will display earnings stability on the back of its diversified
business portfolio and strong risk management capabilities. We maintain our Buy
rating and target price of W60,000 on SFG.

Fiscal year-end 12/16 12/17 12/18 12/19F 12/20F 12/21F
Net interest inc. (Wbn) 7,205 7,843 8,580 9,767 10,100 10,496
Net non-interest inc. (Wbn) 1,577 1,341 1,399 1,255 1,286 1,342
Operating profit (Whn) 3,109 3,829 4,499 5011 5231 5,468
Net profit (Wbn) 2,775 2,918 3,157 3,451 3,569 3,713
EPS (W) 5,767 6,153 6,657 7,277 7424 7,452
EPS growth (%) 182 6.7 82 93 20 04
P/E (X) 7.8 74 6.8 6.2 6.1 6.1
P/PPOP (x) 50 49 4.1 3.6 35 33
P/B (x) 0.69 0.65 0.60 0.56 0.54 0.51
ROE (%) 9.0 9.1 9.2 93 9.0 8.6
Dividend yield (%) 32 32 35 39 4.1 42

Note: All figures are based on consolidated K-IFRS; NP refers to net profit attributable to controlling interests
Source: Company data, Mirae Asset Daewoo 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 APPENIDIX 1 AT THE END OF REPORT.
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Business portfolio effects

As we mentioned above, for financial (bank) holding companies, business diversification
across banks and non-banks can be a major advantage that provides earnings stability
during times of interest rate changes. And with the high growth period of banks’ domestic
loan assets having come to an end, we believe efforts to strengthen non-bank operations
through M&As make sense as a counter-strategy against the “low growth” trend.

Indeed, the market views non-banking M&As positively, unless an excessive price is paid.
Notably, non-banking M&As are seen as a good strategy to diversify revenue sources,
particularly at a time when the medium/long-term growth of banks’ domestic loan assets is
in doubt due to the household debt issue and the economic slowdown. After a series of
acquisitions from 2002 to 2007 (including Good Morning Securities, LG Card, and Chohung
Bank), SFG took a long hiatus; however, it is now back on the M&A trail, taking over Orange
Life Insurance and Asia Trust in Korea, giving rise to inorganic growth momentum.

From the 2008 global financial crisis through 2017, SFG enjoyed the sector’s largest market
cap, but it was overtaken by KB Financial Group (KBFG) when the latter moved to make KB
Insurance and KB Capital into wholly-owned subsidiaries—moves that were coupled with
efforts to improve cost structure (aided by solid earnings and one-off gains). In early 2019,
SFG's market cap once again overtook KBFG's, supported by earlier-than-expected approval
of its move to acquire Orange Life Insurance from financial authorities and solid quarterly
results.

Figure 1. Market caps of KBFG and SFG and major M&As

(Wtr) Full ownership of

350  ——SFG KB Insurance and
——KBFG KB Capital

300

Full ownership of Hyundai Sec.

200 |
Y b
150
i Woori Orange Life
100 Good Morning LG Card i Financial acquisition
Sec Selected as a preferred bidder + approved by FSC
5.0 full ownership LG Hyundai rcia Tt
AN sia Trus
CHB Full ownership of CHB Insurance ~ Sec.

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Source: Company data, Quantiwise, Mirae Asset Daewoo Research

Mirae Asset Daewoo Research 2



July 19, 2019

Figure 2. SFG: Profit contributions from banking/non-banking businesses

Shinhan Financial Group
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Figure 3. SFG: Earnings contribution by subsidiary in 2018
(before reflecting consolidation adjustments and other

Figure 4. SFG: Earnings contribution by subsidiary in 1Q19
(before reflecting consolidation adjustments and other
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Global operations

Given the current domestic environment (low growth, low interest rates, and population
aging), we believe it is essential for financial firms to advance into overseas markets with
higher growth/margin potential (such as Southeast Asia) to find new growth drivers, raise
profitability, and build more globally diversified asset portfolios over the medium and long
term. While significant progress is unlikely in the near term, we expect a stark divergence to
eventually emerge between those financial firms that expand overseas and develop a deep
understanding of overseas markets and systems and those that do not.

In 2018, the four major domestic commercial banks’ combined won-denominated net profit
from overseas operations climbed 32% YoY to W862.4bn, hitting a historic high. Shinhan
Bank recorded the highest net profit, followed by KEB Hana Bank, Woori Bank, and KB
Kookmin Bank. For SFG, overseas bank operations contributed won-denominated net profit
of W320bn (14% of Shinhan Bank's overall result), with Vietnam and Japan making the
largest contributions.

Figure 5. Four major commercial banks’
combined net profit from overseas
branches

Figure 6. Four major commercial banks’
net profit from overseas branches (2017
vs. 2018)

Figure 7. Four major commercial banks’
net profit contributions from overseas
branches (2018)
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Figure 8. SFG: Net profit from overseas banking operations

Source: KFB, press reports, company data, Mirae Asset
Daewoo Research
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Source: KFB, press reports, company data, Mirae Asset
Daewoo Research

Figure 9. SFG: Net profit contribution from overseas banking
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SFG is aiming to raise the group’s net profit contribution from global operations to around
20% by 2020. The group has 213 overseas branches in 20 countries. In particular, Vietnam,
Indonesia, Myanmar, India, Singapore, Cambodia, and the Philippines account for 76% of its
total overseas operations and 81% of its global employees.

In 2017, SFG added eight overseas branches by acquiring ANZ Bank's (ANZ AU/CP:
AU$27.22) Vietnamese retail unit, making it no. 1 in terms of number of sales channels
among foreign banks in Vietnam. In addition, early this year, SFG's card subsidiary obtained
approval from the Vietnamese financial authorities to acquire Prudential Vietnam Finance
Company (PVFC), and it acquired a 100% stake in PVFC in June. PVFC, which launched in
early July under the new name Shinhan Vietnam Finance Company (SVFC), specializes in
unsecured loans to premium customers in urban areas; it posted net profits of W10bn in
2016 and W13bn in 2017. Leveraging its non-bank financial license, SVFC plans to diversify
into retail financial services, including auto financing, and seek new businesses in
cooperation with Shinhan Bank.

2Q19 preview: Net profit of W929.3bn, above the consensus

For 2Q19, we forecast SFG to post net profit attributable to controlling interests of
W929.3bn (-0.9% YoV, +1.2% QoQ), above the Bloomberg and FnGuide consensus (W910bn).
One-off factors likely included a write-back of provisions (W15bn) related to Hanjin Heavy
1&C (097230 KS/CP: W5,680).

Bank-level won-denominated loans likely grew 2.0% QoQ in 2Q19, up 4.6% since end-2018.
For the full year, we forecast won-denominated loans to expand 5.2%, as the bank is likely to
take a breather and focus more on asset quality and profitability in 2H19.

We estimate bank NIM declined 2bps QoQ to 1.59%. Market rates reflected the BOK's rate
cut (July 18™) in advance, likely weighing on 2Q19 NIM. Based on our 2Q19 assumptions, we
project bank NIM to decline a further 2bps in both 3Q19 (to 1.57%) and 4Q19 (to 1.55%).

Meanwhile, we estimate group-level net interest income at W2.44tr (+14.8% YoY, +2.3%
QoQ) and net commission income at W488.9bn (-4.7% YoY, +0.9% QoQ). We estimate SG&A
expenses modestly increased to W1.18tr (+4.8% YoY, +1.0% QoQ), with a cost-to-income
ratio of 42.4% (-0.4%p YoY, -0.5%p QoQ). As the bank conservatively reflected non-financial
items in credit evaluation and provisioning for corporate loans, we estimate credit costs
increased to W260.4bn (+49.8% YoY, +3.8% QoQ), or 35bps (+9bps YoY, +1bp QoQ) of total
credit.

Mirae Asset Daewoo Research 5
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Table 1. SFG: 2Q19 preview

Shinhan Financial Group

(Wbn) 4Q17 1Q18 2Q18 3Q18 4Q18 1Q19 2Q19F Yg,}:izg) Qo(soizg)
Net interest income 2,072.2 2,058.8 21214 21718 2,228.1 2,381.5 2,435.6 14.8 23
Net fee & commission income 4317 4826 5133 4794 463.7 479.9 488.9 47 19
Net other income -195.6 98.1 -1.6 2146 2252 -131.8 -1383 RR RR
Total net operating income 2,308.3 24433 2,633.1 2,436.6 2,466.5 2,729.5 2,786.2 5.8 21
SG&A expenses 1,5875 1,087.0 1,126.4 1,089.2 1,439.0 1,1684 1,180.0 48 1.0
PPOP 720.8 1,356.3 1,506.7 1,3474 1,027.5 1,561.2 1,606.2 6.6 29
Provisions 3854 1794 1738 214.8 170.6 250.8 260.4 49.8 38
Operating profit 3354 1,176.9 1,3329 1,132.6 856.9 13103 1,345.8 1.0 27
Non-operating income -115.0 17.1 241 337 -594 122 34 TTB -72.0
Pretax profit 220.5 1,194.0 1,308.8 1,166.3 797.5 1,322.5 1,349.2 31 2.0
Net profit 211.5 857.5 938.1 847.8 513.3 9184 929.3 0.9 1.2
Total assets 426,306 433,397 453,268 457,709 459,608 513,865 525,713 16.0 23
Total loans & receivables 275,566 277,838 287,921 292,360 299,609 307,960 313,490 8.9 18
Won-denominated loans (bank) 195,497 197,409 201,294 205,188 209,568 215,007 219,307 89 20
Total credit 263,976 266,659 276,024 281,369 287,918 295,961 301,143 9.1 18
Total deposits 249,419 250,965 259,911 260,651 265,000 273,848 279,313 75 20
Total shareholders' equity 33,703 33,148 34,299 36,017 36,659 38,594 39,600 155 26
(%)
NIM (bank) 1.58 1.61 1.63 1.62 1.61 1.61 1.59 0.04 -0.02
Cost-to-income ratio 68.8 445 428 447 583 428 424 04 05
NPL (sub-standard & below) ratio 0.62 0.64 0.59 0.55 0.53 0.54 0.51 -0.08 -0.03
NPL coverage ratio 259.6 262.3 276.4 290.7 301.8 297.2 335.5 59.1 383
ROAE 0.05 0.20 0.21 0.19 0.11 0.19 0.18 0.03 -0.01
RoAA 0.64 2.63 2.84 246 145 2.55 2.54 031 -0.02
Credit costs (to total credit) 0.15 0.07 0.06 0.08 0.06 0.08 0.09 0.02 0.00
BIS ratio 14.78 14.86 14.87 15.25 14.87 14.02 14.20 0.67 0.17
Tier 1 ratio 1332 1343 1345 13.79 1342 12.66 1294 0.51 0.28
Note: ROA, ROE, and credit cost data are non-annualized.
Source: Company data, Mirae Asset Daewoo Research
Table 2. SFG: Earnings forecast revisions
(Whn) Revised Previous % chg.

2019F 2020F 2021F 2019F 2020F 2021F 2019F 2020F 2021F
Net interest income 9,767 10,100 10,496 9,891 10,290 10,674 -1.3 -1.8 -1.7
Net non-interest income 1,255 1,286 1,342 1,208 1,160 1,236 39 10.8 8.6
Total net operating income 11,021 11,386 11,838 11,099 11,450 11,910 0.7 0.6 0.6
SG&A expenses 5,068 5,201 5319 5131 5,266 5,386 -1.2 -1.2 -1.2
PPOP 5,953 6,185 6,519 5,967 6,184 6,524 -0.2 0.0 -0.1
Provisions 943 954 1,051 905 963 1,066 42 0.9 -14
Operating profit 5,011 5,231 5,468 5,063 5,221 5,458 -1.0 0.2 0.2
Non-operating income 13 0 0 13 0 0 0.0 0.0 0.0
Pretax profit 5,024 5,231 5,468 5,076 5,222 5,458 -1.0 0.2 0.2
Net profit 3,451 3,569 3713 3,488 3,562 3,705 -1.41 0.2 0.2

Source: Mirae Asset Daewoo Research estimates

Mirae Asset Daewoo Research 6
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Figure 10. Group-level NPL ratio trends
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Figure 11. Group-level NPL coverage ratio trends
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Figure 12. Bank-level delinquency rate trends
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Table 3. SFG: TP calculation

Shinhan Financial Group

Sustainable ROE 8.50%
Growth 2.00%
Cost of equity 10.78%
Cost of equity 10.78%

Rf 2.5%

Beta 1.38

Market premium 6.0%
Fair P/B (x) 0.74
2019F BPS (W) 80,981
TP (W) 60,000
Source: Mirae Asset Daewoo Research
Table 4. SFG: Valuation metrics at TP of W60,000

2016 2017 2018 2019F 2020F 2021F

P/B (x) 0.91 0.87 0.80 0.74 0.71 0.68
P/E (x) 104 9.8 9.0 82 8.1 8.1
ROE (%) 9.0 9.1 9.2 93 9.0 8.6
EPS growth (%) 182 6.7 8.2 93 20 04
Dividend yield (%) 24 24 2.7 29 31 3.2

Source: Company data, Mirae Asset Daewoo Research

Mirae Asset Daewoo Research 8
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Table 5. Bank (financial) holding company and credit card stocks: Valuation table

Shinhan Financial Group

SFG KBFG HFG IBK BNKFG DGBFG JBFG Samsung Card

Ticker 055550KS  105560KS ~ 086790KS ~ 024110KS ~ 138930KS  139130KS  175330KS  029780KS
Rating Buy Buy Buy Buy Buy Buy Buy Trading Buy
P (W) 60,000 65,000 58,500 19,500 8,900 12,000 8,300 40,500
cPW) 45,250 45,000 35,450 13,700 7,210 7,730 5730 36,650
Upside (%) 326 444 65.0 423 234 552 449 105
Market cap (Wbn) 21,458 18,815 10,644 7,877 2,350 1307 1,129 4,246
(FO/OO)r eign ownership 670 675 693 235 5238 59.0 422 116
P/B (x) 2017 065 0.55 044 046 033 033 036 061
2018 060 053 040 043 0.31 031 036 063

2019F 0.56 049 038 041 030 0.29 032 061

2020F 0.54 045 035 038 0.28 027 0.29 0.58

2021F 0.51 041 032 035 026 0.25 027 056

P/E(X) 2017 7.4 56 52 60 58 43 48 110
2018 68 6.1 47 51 47 34 37 123

2019F 62 55 43 49 45 38 33 120

2020F 6.1 53 40 47 42 36 33 15

2021F 6.1 50 37 45 40 35 32 109

P/PPOP (x) 2017 49 4.1 29 26 21 22 17 54
2018 41 38 29 23 19 25 15 49

2019F 36 35 25 23 19 18 17 50

2020F 35 32 23 22 18 17 17 46

2021F 35 30 22 20 17 16 16 44

Dividend yield (%) 2017 32 43 44 45 32 44 17 41
2018 35 43 54 50 42 47 31 44

2019F 39 50 6.1 53 44 52 44 46

2020F 41 54 66 55 49 58 52 49

2021F 42 58 7.2 58 53 63 6.1 52

ROE (%) 2017 9.1 102 88 80 58 80 78 57
2018 92 88 89 86 68 94 87 50

2019F 93 93 90 86 68 78 99 52

2020F 90 89 9.1 84 6.9 77 94 52

2021F 86 86 88 82 68 73 87 52

ROA (%) 2017 07 08 06 06 04 05 04 17
2018 07 07 06 06 05 06 05 15

2019F 07 07 06 06 05 05 07 15

2020F 07 07 06 06 05 05 07 15

2021F 07 07 07 06 05 05 07 15

EPS growth (%) 2017 67 456 53.1 294 196 50 252 107
2018 8.2 89 90 168 246 269 292 107

2019F 93 126 95 54 41 113 124 28

2020F 20 32 82 36 67 57 15 4.1

2021F 20 55 68 49 46 28 25 56

PPOP margin (%) 2017 11 11 10 13 12 11 11 35
2018 12 11 10 14 13 09 13 38

2019F 12 11 10 13 12 10 13 36

2020F 11 12 11 13 12 11 14 37

2021F 12 12 11 13 13 11 15 38

Note: Based on July 18" closing prices.

Source: Company data, Quantiwise, Mirae Asset Daewoo Research estimates
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Figure 13. P/B-ROE comparison vs. global peers (FY1)

Shinhan Financial Group

Figure 14. P/B-ROE comparison vs. global peers (FY2)
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Figure 15. BIS capital ratio by financial group (1Q19)

Notes: FY2 refers to the year ending December 31, 2020 (Sept. 31, 2020 for ANZ; Mar.
31,2021 for Macquarie; June 30, 2020 for CBA; share prices as of july 12"
Source: Bloomberg, Mirae Asset Daewoo Research

Figure 16. BIS capital ratio by bank (1Q19)
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SFG to focus on acquiring full ownership of Orange Life Insurance and
managing CET1 ratio

Group CET1 ratio fell to 11.75% (-1.33%p YoY, -0.8%p QoQ) at end-1Q19 due to the Orange
Life Insurance acquisition (59.15%). In 2Q19, CET1 ratio was likely further weighed down by
the inclusion of Asia Trust and SVFC (former PVFC) in consolidated financials and share
buybacks. However, we view the decline in CET1 ratio as temporary, given the group’s
robust earnings-generating power and the mandatory conversion of convertible preferred
shares worth W750bn. SFG's strategic investor (IMM Private Equity) will have the option to
convert shares one year from the date of issuance through the following four years (May 1,
2020 through April 30, 2023). Any shares that are not converted during that period will
automatically be converted to common shares on the first day the period expires.
Furthermore, we think SFG can use treasury shares to acquire of the remaining shares of
Orange Life Insurance it does not already own. Once full ownership is achieved, we expect
CET1 ratio to increase at an accelerating rate, driven by earnings growth. That said, we think
SFG is unlikely to meaningfully raise its dividend payout ratio until it acquires the remaining
Orange Life Insurance shares.
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Based on common shares, SFG's DPS was W1,450 in 2016, W1,450 in 2017, and W1,600 in
2018, which translate to dividend payout ratios of 24.8%, 23.6%, and 23.9%, respectively.
Our 2019, 2020, and 2021 DPS forecasts are W1,750, W1,850, and W1,900, respectively,
based on common shares. Factoring in preferred shares, we estimate total dividend payout
ratio at 24.2% for 2019, 25.0% for 2020, and 25.6% for 2021. Based on the current share
price, these figures imply dividend yield of 3.9% for 2019, 4.1% for 2020, and 4.2% for 2021.

Table 6. SFG: Quarterly earnings

(Wbn) Q17  2Q17 3Q17 4Q17| 1Q18  2Q18  3Q18  4Q18  1Q19 2Q19F 3QI9F  4Q1I9F
Net interest income 18692 19147 19868 20722 20588 21214 21718 22281 23815 24356 24734  2476.1
Net non-interest income 3876 4371 4546 4317 | 4826 5133 4794 4637 | 4799 4889 4786 4790
Net other income 902 294 1134 1956 981 46 2146 2252 1318  -1383  -1859 2156
I::t:.:‘:t operating 21666 23812 23281 23083 | 24433 26331 24366 24665 27295 27862 27661 27395
SG&A expenses 10648 10784 10806 15875 10870 11264 10892 14390 11684 11800 1,979 15219
PPOP 11018 13028 12475 7208 13563 15067 13474 10275 15612 16062 15682 12177
Provisions 11965 1473 2081 3854 1794 1738 2148  1706| 2508 2604 2190 2124
Operating profit 12983 1,1555 10394 3354 11769 13329 11326 8569 | 13103 13458 13492  1,0052
Non-operating income 75 340 M1 1150 17.1 2411 337 594 122 34 190 213
Pretax profit 13057 11895 10805 2205 | 11940 13088 11663 7975 | 13225 13492 13681 9839
Net profit 9971 8920 8173 2115 8575 9381 8478  5133| 9184 9293 9415 6615

Note: Net interest income and net other income differ from the data in SFG's IR materials, as interest expenses in liabilities under insurance contracts, which are booked as non-
interest expenses in financial statements, were classified as interest expenses in IR materials.
Source: Company data, Mirae Asset Daewoo Research

Table 7. SFG: Annual earnings

(Wbn) 2012 2013 2014 2015 2016 2017 2018 2019F 2020F 2021F
Net interest income 69797 66029 6,789.8 66929 72054 78430 85801 97666 101004 10,4956
Net non-interest income 1,543.1 1,386.4 1,469.2 1,621.0 1,565.5 1,711.0 1,939.0 1,9265 1,949.6 1,992.4
Net other income 39.1 35.1 11913 1653 14 -369.7 5395 6717 -663.6 -650.1
K:t;:l:t operating 85619 8,0243 8,067.6 84792 87823 9,1842 99795 110213 11,3864 11,8379
SGRA expenses 40616 42025 44629 4,475 45086 48112 47416 5,068.1 5,201.2 53186
PPOP 45003 38217 36048 40042 42738 43730 52380 59532 61852 65193
Provisions 13224 1,184.2 9499 1,031.0 1,165.1 5444 7386 9427 9543 10513
Operating profit 31780 26376 26548 29731 31086 38286 44994 50106 52310 54680
Non-operating income 527 446 2128 1674 618 324 328 133 05 02
Pretax profit 32306 26821 28676 31406 31705 37962 44666 50238 52314 54678
Net profit 23219 19028  2,081.1 23672 27748 29179 31567 34507 35693 37127

Note: Net interest income and net other income differ from the data in SFG's IR materials, as interest expenses in liabilities under insurance contracts, which are booked as non-
interest expenses in financial statements, were classified as interest expenses in IR materials.
Source: Company data, Mirae Asset Daewoo Research
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Shinhan Financial Group (055550 KS/Buy/TP: W60,000)
Comprehensive Income Statement (Summarized) Statement of Financial Condition (Summarized)
Year-end 12 (Wbn) 12/18 12/19F 12/20F 12/21F  Year-end 12 (Wbn) 12118  12/19F  12/20F  12/21F
Interestincome 13572 15647 16,065 16,669 Cash &dues 17416 23867 24548 25251
Interest expense 4,992 5,881 5,965 6,173 Securities 84,257 98,255 101,166 104,167
Net interestincome 8580 9,767 10,00 10,496 Net loans and receivables 299,609 316,054 329,618 343,231
Net fees and commissions 1,939 1,926 1,950 1,992 Tangible assets 3,479 9,436 9,691 9,954
Net other non-interest income -540 -672 -664 -650 Other assets 54,847 86,242 88323 90,461
Total net operating income 9980 11,021 11,38 11,838 Total assets 459,608 533,855 553346 573,064
G&A expenses 4742 5068 5,201 5319 Deposits 265,000 281,779 292,114 302,571
PPOP 5238 5953 6,185 6,519 Borrowings 29819 30,735 30,824 30,951
Total provision expenses 739 943 954 1,051 Debentures 63228 71,156 72,384 73,652
Operating profit 4499 5,011 5,231 5,468 Other liabilities 64,903 109,214 113947 117,671
Net non-operating income -33 13 0 0 Total liabilities 422,949 492,884 509,269 524,844
Income before income taxes 4467 5024 5231 5,468 Capital stock 2,645 2,732 2,732 2,732
Income tax expense 1,268 1,375 1,439 1,504 Hybrid securities 1,532 1,532 1,532 1,532
Net profit 3198 3649 3793 3964 Capital surplus 989 10581 10,5581 10,581
Net profit (ex. minority interest) 3157 3451 3569 3713 Retained earnings 22959 24975 27859 31,749
Normalized net profit 3157 3451 3569 3713 Capital adjustments -553 -964 964 964

Other comprehensive income -746 -454 -454 -454
Coreincome 10519 11,693 12,050 12488 Non-controlling interests 926 2,569 2,793 3,044
Core PPOP 5778 6625 6849 7,169 Total shareholders' equity 36,659 40971 44,078 48220
DuPont analysis (%) Key ratios (%)
Interest income 3.06 3.15 2.96 2.96 Growth (YoY)
Interest expense 1.13 1.18 1.10 1.10 W loan growth (Bank) 72 52 43 42
Net interest income 1.94 1.97 1.86 1.86 Net loans & receivables growth 8.7 55 43 4.1
Net commissions income 044 0.39 0.36 0.35 Deposit growth 6.2 6.3 37 3.6
Net other non-interest income -0.12 -0.14 -0.12 -0.12 Shareholders' equity growth 8.8 11.8 7.6 94
Total net operating profit 225 222 210 210 Total assets growth 7.8 16.2 37 3.6
G&A expenses 1.07 1.02 0.96 0.94 Net interest income growth 94 138 34 39
PPOP 1.18 1.20 1.14 1.16 Net fee income growth 133 -0.6 1.2 22
Total provision expenses 0.17 0.19 0.18 0.19 PPOP growth 19.8 13.7 39 54
Net non-operating income -0.01 0.00 0.00 0.00 Operating profit growth 175 1.4 44 45
Income before income taxes 1.01 1.01 0.96 0.97 Net profit growth 8.2 9.3 34 40
Income tax expense 0.29 0.28 0.27 0.27 Profitability
Net profit (non-controlling) 0.01 0.04 0.04 0.05 Net interest spread (Bank) 1.87 1.83 1.80 1.80
ROA 0.71 0.70 0.66 0.66 Net interest margin (Bank) 1.62 1.58 1.55 1.55
Leverage (x) 129 134 136 13.0 PPOP margin 1.2 1.2 1.1 1.2
ROE 9.21 9.31 8.96 8.59 ROA 0.7 0.7 0.7 0.7
Asset quality (%) ROE 9.2 9.3 9.0 86
NPL ratio 0.53 0.49 045 042 Liquidity
Broad NPL ratio 1.30 127 1.23 119 WLDR (excl. CDs) (Bank) 99.2 973 973 97.3
NPL coverage ratio 3018 3220 3312 3371 Loans to assets 65.2 59.2 59.6 59.9
Reserves to total credits 16 16 15 14 Capital adequacy
Credit cost (% of total loans) 0.25 0.30 0.29 0.31 Total CAR 149 144 14.7 15.3
Credit cost (% of total credit) 0.26 0.31 0.30 032  Tier1CAR 134 133 13.8 146
Per share items (W) Tier 2CAR 15 1.1 0.9 0.7
EPS (reported) 6,657 7277 7424 7452 Operating efficiency
EPS (normalized) 6,657 7277 7424 7,452 Cost to income 475 46.0 457 449
BVPS 75354 80981 83967 88725 Cost to assets 1.0 0.9 0.9 0.9
DPS (common share) 1,600 1,750 1,850 1,900 Dividend
PPOP/ share 11,046 12554 12,866 13,085 Payout ratio 239 242 25.0 256
Source: Company data, Mirae Asset Daewoo Research estimates
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