
 

 

LG Corp. 
 (003550 KS) 

Key changes to watch for within LG Group 

Change 1. Selective focus: Decisive portfolio restructuring   

LG Group has been reviewing its business portfolio and restructuring its equity stakes 
in subsidiaries since early 2019.   

1) ServeOne (MRO business): S&I, wholly owned by LG Corp., sold its 60.1% stake in 
ServeOne to Affinity Equity Partners for W604.1bn (May 15, 2019).  

2) LG Corp. has chosen Macquarie as the preferred bidder for a 35% stake (W1tr) in LG 
CNS (November 7, 2019). 

3) LG Electronics (LGE; 066570 KS/Buy/TP: W89,900/CP: W68,800) disposed of its stakes 
in Hi Entech (W250bn) and LG-Hitachi Water Solutions (W45bn), and LG Uplus (032640 
KS/Buy/TP: W19,000/CP: W14,200) is in the process of divesting its payment gateway 
business (W300bn). 

Change 2. Use of cash holdings: Watch for dividend growth, share buybacks, 
investments in new businesses, etc. 

As of end-3Q19, LG Corp. has net cash holdings of W430bn with a debt-to-equity ratio 
of 2.5% (non-consolidated basis). With the proceeds from the ServeOne and LG CNS 
stake disposals, LG Corp.’s cash holdings could increase to approximately W2tr. As a 
result, LG Corp. should be well-positioned to increase dividends, buy back shares, and 
make investments in new or existing businesses. 

For 2019, we estimate LG Corp.’s recurring net cash inflows at W224.3bn, based on: 1) 
cash inflow of W872.8bn (dividend income: W476.2bn; brand royalties: W270bn; lease 
income: W126.6bn); and 2) cash outflows of W648.6bn (dividend payouts: W351.7bn; 
property management expenses: W193.2bn; corporate income taxes, tangible and 
intangible investments, etc.).   

Pending issue within LG Group: Inheritance taxes on former chairman’s stake 

Former chairman Koo Bon-moo passed away in May 2018. Inheritance taxes on the 
former chairman’s 11.3% stake in LG Corp. are estimated at W921.5bn.   

Of the total, Chairman Koo Kwang-mo owes W716.2bn (for the 8.8% stake he 
inherited), for which payments will be made in long-term installments through 2023.   

Currently, the controlling family has stable control of LG Corp., with their combined 
stake standing at 46.6%. As such, we expect Chairman Koo Kwang-mo to sell some LG 
Corp. shares to fund the remaining inheritance taxes.    

From a controlling shareholder’s perspective, it will be important to boost the 
enterprise value of LG Corp. This could be accomplished by increasing dividends.   

Maintain Buy and TP of W110,000; Focus on use of cash holdings   

We reiterate our Buy call and target price of W110,000 on LG Corp. In our view, LG 
Corp. is currently undervalued, trading at a 2019F P/E of 8.3x and a 55% discount to 
NAV.   

With LG Group’s year-long business portfolio restructuring drawing to a close, we 
expect LG Corp. to use its improved cash flow to enhance its shareholder return policy 
(higher dividend payouts and share buybacks) and invest in new business 
opportunities. This should pave the way for further improvements in cash flow and 
enterprise value. We believe the market is reflecting such expectations; notably, the 
correlation between LG Corp.’s and LGE’s shares has declined to 0.6 in 2019 from more 
than 0.9 in the past. 

FY (Dec.) 12/16 12/17 12/18 12/19F 12/20F 12/21F 

Revenue (Wbn) 9,674 11,841 11,945 6,900 7,586 7,834 

OP (Wbn) 1,323 2,186 1,964 1,414 2,051 2,682 

OP margin (%) 13.7 18.5 16.4 20.5 27.0 34.2 

NP (Wbn) 1,075 2,396 1,864 1,521 1,777 2,287 

EPS (W) 6,111 13,623 10,598 8,647 10,101 13,002 

ROE (%) 8.0 16.0 11.0 8.1 8.9 10.6 

P/E (x) 9.8 6.7 6.6 8.3 7.1 5.5 

P/B (x) 0.8 1.0 0.7 0.7 0.6 0.6 

Dividend yield (%) 2.2 1.4 2.9 3.5 4.2 4.2 

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 

Conglomerates 

Company Report 

November 12, 2019 

 

(Maintain) Buy 

Target Price (12M, W)  110,000 

Share Price (11/11/19, W) 71,800 

Expected Return 53% 

  

OP (19F, Wbn) 1,414 

Consensus OP (19F, Wbn) 1,571 

EPS Growth (19F, %) -18.4 

Market EPS Growth (19F, %) -31.7 

P/E (19F, x) 8.3 

Market P/E (19F, x) 14.3 

KOSPI 2,124.09 

Market Cap (Wbn) 12,390 

Shares Outstanding (mn) 176 

Free Float (%) 53.4 

Foreign Ownership (%) 34.8 

Beta (12M) 0.85 

52-Week Low 67,100 

52-Week High 79,300 

(%) 1M 6M 12M 

Absolute 4.7 -0.3 5.7 

Relative 0.7 -1.0 3.9 

 

 
Mirae Asset Daewoo Co., Ltd. 

 [Conglomerates/Software] 

 
Dae-ro Jeong 
+822-3774-1634 
daero.jeong@miraeasset.com 

 
 
 
 
 
 
 
 

80

90

100

110

120

130

11.18 3.19 7.19 11.19

LG Corp. KOSPI



LG Corp. 

 

Mirae Asset Daewoo Research   2 

November 12, 2019 

▶ Key charts 

Figure 1. Discount to NAV at a record high  Figure 2. P/E band: 8x represents buying opportunity 
 

 

 

Source: WISEfn, Mirae Asset Daewoo Research  Source: WiSEfn, Mirae Asset Daewoo Research 

   

Figure 3. NAV breakdown  
Figure 4. Correlation between LG Corp. and LGE shares has 

decreased in 2019 
 

 

 

Source: Dart, Mirae Asset Daewoo Research  Source: WISEfn, Mirae Asset Daewoo Research 

   

Figure 5. 2019F cash and equivalents  
Figure 6. LG Corp.’s cash flow trend: Annual inflows of around 

W800bn  
 

 

 

Note: Based on non-consolidated data 

Source: Mirae Asset Daewoo Research estimates 

 Source: Dart, Mirae Asset Daewoo Research 
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Table 1. Shareholding changes before/after inheritance and inheritance tax status (%, Wbn) 

 

Before inheritance 
 

After inheritance 
 

Present 

No. of 
shares 

Stake 
 

No. of 
shares 

Stake  Stake chg. 
Inheritance 

tax 

(estimated) 
 

No. of 
shares 

Stake Pledged shares (%) 

Koo Bon-moo 19,458,169  11.3  

 
0  0.0  -11.3  - 

 
- -  

Koo Kwang-mo 10,759,715  6.2  

 
25,881,884  15.0  8.8  716.2  

 
25,881,884 15.0  12,909,200 (49.9%) 

Koo Yeon-kyung 1,566,279  0.9  

 
5,030,279  2.9  2.0  164.0  

 
5,030,279 2.9  3,632,934 (72.2%) 

Koo Yeon-soo 265,064  0.2  

 
1,137,064  0.7  0.5  41.3  

 
1,137,064 0.7  916,000 (80.6%) 

Total (1) 32,049,227  18.6  

 
32,049,227  18.6  0.0  921.5  

 
32,049,227 18.6   

Other related parties (2) 48,498,213  28.1  

 
48,280,019  28.0  -0.1  - 

 
48,280,019 28.0   

All related parties 

 (1)+(2) 
80,547,440  46.7  

 
80,329,246  46.6  -0.1  - 

 
80,329,246 46.6   

Note: Previous chairman Koo Bon-moo passed away on       

May 20, 2018. 

Source: Dart, Mirae Asset Daewoo Research 

 

Note: Inheritance tax estimates do not reflect deductions. 

     

 

Table 2. Pantos stake disposal activity (%, Wbn) 

 
No. of shares Stake Value Notes 

LG International 1,020,000 51.0  371.6   

Koo Bon-ho 298,000 14.9  108.6   

Other 284,000 14.2  103.5   

Koo Kwang-mo 150,000 7.5  54.6  

Sold a total of 19.9% in 
Pantos for W145bn 

(Dec. 21, 2019) 

Koo Yeon-kyung 80,000 4.0  29.1  

Koo Yeon-soo 70,000 3.5  25.5  

Koo Hyeong-mo 50,000 2.5  18.2  

Koo Yeon-je 48,000 2.4  17.5  

No. of issued shares  2,000,000 100.0  728.6   

Note: The buyer was Mirae Asset Daewoo Korea J. Private Equity Investment Co. 

Source: Dart, Mirae Asset Daewoo Research  

 

Table 3. Koo Kwang-mo’s dividend receipts                                               (W, Wbn) 

Year Dividend 
No. of 

shares 
Dividend 
receipts 

 Year Dividend 
No. of 

shares 
Dividend 
receipts 

2002 200 121,300 0.0  

 
2011 1,000 8,146,715 8.1  

2003 250 713,593 0.2  

 
2012 1,000 8,146,715 8.1  

2004 250 4,827,795 1.2  

 
2013 1,000 8,349,715 8.3  

2005 500 4,827,795 2.4  

 
2014 1,000 10,249,715 10.2  

2006 500 4,915,795 2.5  

 
2015 1,300 10,409,715 13.5  

2007 750 7,674,715 5.8  

 
2016 1,300 10,759,715 14.0  

2008 750 7,905,715 5.9  

 
2017 1,300 10,759,715 14.0  

2009 1,000 8,053,715 8.1  

 
2018 2,000 25,881,884 51.8  

2010 1,000 8,146,715 8.1  

 
Total     162.3  

Source: Dart, Mirae Asset Daewoo Research 
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Figure 7. DPS and dividend yield   Figure 8. Cash inflow vs. dividend payout 
 

 

 

Source: Dart, Mirae Asset Daewoo Research  Source: Dart, Mirae Asset Daewoo Research 

 

Table 4. Cash flow trend and outlook (Wbn) 

 
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019F 

Net cash (a)-(b) -112.2  75.7  -3.0  221.0 326.0  232.0  294.1  229.3 658.3  383.4  607.7  

Cash and equivalents (a) 187.3  175.6  52.0  221.0 326.0  232.0  294.1  229.3 658.3  383.4  607.7  

Total debt (b) 299.5  99.8  55.0  0.0 0.0  0.0  0.0  0.0 0.0  0.0  0.0  

Ordinary net cash inflows 
(1)-(2) 

34.5  170.0  -94.9  230.0 104.7  -84.2  83.2  -73.5 412.5  -286.9  224.3  

Ordinary cash inflows (1) 455.3  590.7  589.5  616.6 568.0  575.7  574.1  614.0 714.8  757.2  872.8  

 Dividend income 182.0  279.6  260.9  252.6 200.3  209.4  214.4  261.3 319.7  368.2  476.2  

 Royalty income 223.8  252.8  264.9  271.1 269.1  264.9  256.8  247.8 278.5  270.1  270.0  

 Rental income 49.5  58.3  63.7  92.9 98.7  101.5  102.8  104.9 116.7  118.9  126.6  

Ordinary cash outflows (2) 420.8  420.7  684.4  386.5 463.4  659.9  490.9  687.5 302.3  1,044.1  648.6  

 Administrative expenses (ex- 
depreciation) 

115.7  106.2  107.5  131.3 141.3  141.5  161.5  170.4 197.0  189.3  193.2  

 Taxes 62.2  48.7  64.2  68.8 67.7  60.6  57.3  56.0 52.2  217.7  94.0  

 Dividend payout 131.6  175.5  175.9  175.9 175.9  175.9  175.9  228.7 228.7  228.7  351.7  

Asset investments 93.8  80.4  88.0  3.1 20.6  5.6  3.2  227.1 16.0  3.4  9.7  

Equity investments (sub.) 0.0  0.0  250.3  10.5 64.3  283.4  98.3  11.7 -183.8  415.9  11.1  

 Net financial costs 17.5  9.9  -1.5  -3.1 -6.5  -7.2  -5.4  -6.3 -7.8  -10.8  -11.0  

Dividend payout ratio (%) 66.3  41.8  44.5  43.1 49.4  48.8  66.1  67.2 24.0  63.6  77.1  

 Net profit (non-consolidated) 265  421  395  408 356  361  346  340 953  553  570  

DPS (W) 1,000  1,000  1,000  1,000 1,000  1,000  1,300  1,300 1,300  2,000  2,500  

Dividend yield (%) 1.4  1.2  1.6  1.5 1.6  1.6  1.8  2.2 1.5  2.8  3.5  

Note: Based on non-consolidated data 

Source: Company data, Mirae Asset Daewoo Research  
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Table 5. Major shareholders’ stake in LG Corp. stands at 46.7% (Wbn) 

First generation Second generation Third generation Fourth generation 

  
No. of 
shares 

Stake Value 
 

No. of 
shares 

Stake Value 
 

No. of 
shares 

Stake Value 

Koo In-hoe Koo Ja-kyung 1,648,887 1.0% 129  Koo Bon-moo       Koo Kwang-mo 25,881,884 15.0% 2,032  

(8/07-12/69) (4/25-)   
 

  (2/45-5/18)   
  

(1/79)   
  

 
LG chairman 

emeritus 
  

 
  

Previous LG 
chairman 

      LG chairman       

 
    

 
  Kim Young-sik 7,253,100 4.2% 569  Koo Yeon-kyung 5,030,279 2.9% 395  

 
    

 
  (1/52)   

  
(2/78)     

 

 
    

 
      

  
Koo Yeon-su 1,137,064 0.7% 89  

 
    

 
      

  
(2/96)   

  

 
    

 
  Koo Hwoun-mee 477,533 0.3% 37  Kim Seon-hye 1,299,851 0.8% 102  

 
    

 
  (6/47)   

  
(8/71)   

  

 
    

 
  

Osung Logis 
chairman 

  
  

Kim Seon-jeong 
(10/74) 

175,587 0.1% 14  

 
    

 
      

   
      

 
    

 
      

  
Kim Ju-young 2,300 0.0% 0  

 
    

 
      

  
(8/92)   

  

 
    

 
  Koo Bon-neung 5,955,032 3.5% 467  Koo Yeon-seo       

 
    

 
  (3/49)   

  
(1999)   

  

 
    

 
  

Heesung 
chairman 

              

 
    

 
  Koo Bon-joon 13,317,448 7.7% 1,045  Koo Hyeong-mo 1,041,857 0.6% 82  

 
    

 
  (12/51)   

  
(12/87)   

  

 
    

 
  

LG vice-
chairman 

  
  

LGE manager       

 
    

 
      

  
Koo Yeon-je 450,386 0.3% 35  

 
    

 
      

  
(2/90)   

  

 
    

 
  Koo Mi-jeong 1,359,600 0.8% 107  Choi Hyun-soo 3,932 0.0% 0  

 
    

 
  (5/55)   

  
Choi Yeon-soo   

  
 

    
 

          Choi Jeong-gyu       

 
    

 
  

Koo Bon-sik 
(6/58) 

7,728,603 4.5% 607  
Koo Yeon-

seoung 
  

  

 
    

 
  LT chairman   

  
Koo Yeon-jin   

  
          

 
      Koo Ung-mo       

Source: Dart, Mirae Asset Daewoo Research 

 

Figure 9. LG Group structure (simplified) 
 

Note: As of end-3Q19   

Source: Dart, Mirae Asset Daewoo Research 
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Table 6. 3Q19 review (Wbn, %) 

 
3Q18 2Q19 

3Q19P 3Q19 growth 

Preliminary Consensus QoQ YoY 

Revenue 2,967.3  1,619.6 1,675.3 1,846.4  3.4  -43.5  

OP 527.3  271.1 355.4 400.6  31.1  -32.6  

NP (controlling) 458.5  505.0 333.0 344.1  -34.1  -27.4  

OP margin (%) 17.8  16.7 21.2 21.7  4.5  3.4  

Net margin (%) 15.5  31.2 19.9 18.6  -11.3  4.4  

Source: FnGuide, company data, Mirae Asset Daewoo Research 

 

Table 7. Quarterly and annual earnings (Wbn, %) 

 2018 2019F 
2020F 

3Q19P growth 

1Q 2Q 3Q 4Q Annual 1Q 2Q 3QP 4QF Annual QoQ YoY 

Revenue 2,850  2,960  2,967  3,066  11,844  1,627  1,620  1,675  1,978  6,900  7,586  3.4  -43.5  

  General revenue 2,274  2,470  2,455  3,009  10,208  1,142  1,325  1,318  1,772  5,556  5,757  -0.6  -46.3  

  Equity-method gains 473  367  387  43  1,270  377  164  227  138  906  1,476  38.5  -41.3  

  LG Chem 155  148  114  40  458  52  23  43  53  171  392  88.8  -62.6  

  LGE 218  75  138  -15  417  167  31  82  -35  245  462  166.6  -40.5  

LG H&H 62  58  69  34  224  71  71  73  51  265  294  2.4  4.7  

  LG Uplus 40  45  55  27  168  45  36  38  34  153  181  6.1  -32.1  

  LG Hausys 2  2  -1  -20  -17  2  4  2  7  14  19  -36.4  TTB 

Other 103  123  125  115  467  109  130  130  68  438  353  0.0  4.5  

Cost of sales 2,143  2,340  2,337  2,738  9,558  1,092  1,268  1,232  1,591  5,183  5,293  -2.8  -47.3  

Gross profit 707  620  630  430  2,387  535  352  443  387  1,717  2,292  25.8  -29.7  

SG&A expenses 93  96  103  132  423  72  81  88  66  307  241  8.2  -14.9  

Operating profit 615  524  527  298  1,964  463  271  355  321  1,410  2,051  31.1  -32.6  

Financial income -1  -1  -8  -2  -13  -3  -1  -1  -6  -11  -17  TTR TTR 

Non-operating profit 13  -2  -6  -26  -20  0  0  -4  -17  -20  -20  TTR TTR 

Pretax profit 626  521  513  270  1,930  461  270  350  298  1,380  2,013  29.6  -31.7  

Net profit 556  475  461  392  1,883  453  510  341  236  1,539  1,800  -33.2  -26.0  

Controlling interests 554  469  459  383  1,864  450  505  333  230  1,518  1,777  -34.1  -27.4  

Note: Reflects impact of discontinued operations/Source: Dart, Mirae Asset Daewoo Research 
 

Table 8. Major listed subsidiaries (Wbn, %) 

 
2018 2019F 

2020F 
3Q19P growth 

1Q 2Q 3Q 4Q Annual 1Q 2Q 3QP 4QF Annual QoQ YoY 

LGE Revenue 15,123  15,019  15,427  15,771  61,340 14,915  15,629  15,701  16,441  62,686  65,819  0.5  1.8  

 OP 1,108  771  749  75  2,703 901  652  781  286  2,620  2,905  19.8  4.4  

 OP margin 7.3  5.1  4.9  0.5  4.4 6.0  4.2  5.0  1.7  4.2  4.4  0.8  0.1  

 Net profit 717  283  410  -44  1,367 571  92  244  -103  804  1,372  166.6  -40.5  

LG Chem Revenue 6,554  7,052  7,235  7,343  28,183 6,639  7,177  7,347  7,798  28,962  35,423  2.4  1.6  

 OP 651  703  602  290  2,246 275  268  380  291  1,214  1,929  42.2  -36.9  

 OP margin 9.9  10.0  8.3  3.9  8.0 4.1  3.7  5.2  3.7  4.2  5.4  1.4  -3.2  

     Net profit 531  478  343  120  1,473 194  68  129  160  551  1,176  88.8  -62.6  

Source: Dart, Mirae Asset Daewoo Research 
 

Table 9. Major consolidated subsidiaries (Wbn,%) 

  
        

2018 2019F 
2020F 

3Q19P  growth 

1Q 2Q 3Q 4Q Annual 1Q 2Q 3QP 4QF Annual QoQ YoY 

S&I               
 

Revenue 1,683  1,834  1,719  1,972  7,208 546  581  540  658  2,325  2,633  -7.0  -68.6  

OP 65  70  55  124  314 24  15  26  23  89  104  72.4  -52.3  

 OP margin 3.9  3.8  3.2  6.3  4.4 4.4  2.6  4.9  3.6  3.8  4.0  2.3  1.7  

  Net profit 45  54  32  25  156 38  293  31  28  390  73  -89.3  -1.4  

LG CNS              Revenue 612  656  761  1,089  3,118 614  763  798  1,111  3,267  3,366  4.5  4.9  

 OP 35  35  29  88  187 23  46  45  102  208  226  -3.0  57.5  

 OP margin 5.7  5.4  3.8  8.1  6.0 3.8  6.1  5.6  9.2  6.4  6.7  -0.4  1.9  

  Net profit 19  28  15  49  111 15  36  40  58  128  134  11.2  168.8  

Source: Dart, Mirae Asset Daewoo Research 
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Table 10. Valuation (Wbn, W, %, ‘000 shares) 

  Value  Notes 

1. Operating value 2,597 

     Royalty income 1,535  

 
10x 2019F after-tax profit 

   Real estate 1,062  

 
Fair value of real estate investments 

2. Value of investment assets 24,813        

   Listed subsidiaries 20,529  

 
Based on market value 

   Unlisted subsidiaries 4,284   Based on book value and fair value 

3. Total asset value (1+2) 27,410  

  4. Net borrowings (-) -431   Expected end-3Q19 

5. NAV (3+4) 27,841        

   Market cap 12,542  

 
Common + preferred 

   Discount to NAV 55.0     

6. No. of shares outstanding 175,771  

 
Total shares outstanding (incl. preferred shares, excl. treasury stock) 

7. NAV per share  158,392        

8. Theoretical TP 110,874  

 
30% discount to NAV 

   TP 110,000  

 
 

   Current share price 71,800  

 
 Based on Nov. 11, 2019 close 

   Upside potential 53.2     

 

Table 11. Value of investment securities (Wbn, W) 

  
No. of 

shares 
Stake 

Book 
value 

Current 
price 

Value 
 

Notes 

Listed subsidiaries     20,529 

 
Based on Nov. 11, 2019 close 

LGE 55,094,582  33.7% 2,805 69,300 3,818     

LG Chem 23,534,211  33.3% 1,621 317,000 7,460 

  
LG Uplus 157,376,777  36.0% 1,162 14,200 2,235 

  
LG International 9,571,336  24.7% 297 15,700 150 

 
 

LG Hausys 3,006,673  33.5% 184 59,500 179 

  
LG H&H 5,315,500  34.0% 142 1,216,000 6,464 

  
Silicon Works 5,380,524  33.1% 145 33,900 182   

GIIR 5,798,593  35.0% 39 7,020 41 

  
Unlisted subsidiaries     4,284           

LG CNS 74,076,292  85.0% 331  2,648  Based on K-OTC trading price 

S&I 5,000,000  100.0% 250  608  Based on target P/E of 8.0x 

LG MMA 1,200,000  50.0% 115  115  Book value 

LG Management Dev. 1,200,000  100.0% 17  17  Book value 

LG Hitachi 245,000  49.0% 14  14  Book value 

LG Sports 600,000  100.0% 106  106  Book value 

Other     775  ZKW 30% 

Source: Dart, Mirae Asset Daewoo Research 
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Figure 10. LG Corp.’s (pure holding company) NAV discount 

trend 
 

Figure 11. SK Holdings’ (mixed holding company) NAV 

discount trend 
 

 

 

Source: WISEfn, Mirae Asset Daewoo Research  Source: WISEfn, Mirae Asset Daewoo Research 
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LG Corp. (003550 KS/Buy/TP: W110,000) 

Comprehensive Income Statement (Summarized)      Statement of Financial Condition (Summarized)     

(Wbn) 12/18 12/19F 12/20F 12/21F  (Wbn) 12/18 12/19F 12/20F 12/21F 

Revenue 11,945 6,900 7,586 7,834  Current Assets 4,613 5,830 7,469 7,931 

Cost of Sales 9,558 5,179 5,293 4,927  Cash and Cash Equivalents 1,054 3,818 5,234 5,630 

Gross Profit 2,387 1,721 2,293 2,907  AR & Other Receivables 2,755 1,721 1,911 1,968 

SG&A Expenses 423 307 241 224  Inventories 116 73 81 83 

Operating Profit (Adj) 1,964 1,414 2,051 2,682  Other Current Assets 688 218 243 250 

Operating Profit 1,964 1,414 2,051 2,682  Non-Current Assets 18,223 16,342 16,197 16,069 

Non-Operating Profit -34 -31 -38 -37  Investments in Associates 14,478 14,478 14,478 14,478 

Net Financial Income -20 -6 0 0  Property, Plant and Equipment 1,878 1,611 1,481 1,365 

Net Gain from Inv in Associates 0 0 0 0  Intangible Assets 100 81 66 54 

Pretax Profit 1,930 1,383 2,013 2,645  Total Assets 22,836 22,172 23,666 24,000 

Income Tax 47 156 213 324  Current Liabilities 3,040 1,507 1,624 159 

Profit from Continuing Operations 1,883 1,228 1,800 2,320  AP & Other Payables 1,635 1,021 1,134 1,168 

Profit from Discontinued Operations 0 315 0 0  Short-Term Financial Liabilities 235 453 453 -1,047 

Net Profit 1,883 1,542 1,800 2,320  Other Current Liabilities 1,170 33 37 38 

Controlling Interests 1,864 1,521 1,777 2,287  Non-Current Liabilities 1,632 1,103 1,119 1,124 

Non-Controlling Interests 19 22 23 34  Long-Term Financial Liabilities 1,285 953 953 953 

Total Comprehensive Profit 1,796 1,724 1,800 2,320  Other Non-Current Liabilities 347 150 166 171 

Controlling Interests 1,777 1,710 1,784 2,300  Total Liabilities 4,671 2,610 2,743 1,283 

Non-Controlling Interests 19 14 16 21  Controlling Interests 17,998 19,379 20,716 22,476 

EBITDA 2,140 1,581 2,196 2,810  Capital Stock 879 879 879 879 

FCF (Free Cash Flow) 231 367 1,880 2,429  Capital Surplus 2,366 2,363 2,363 2,363 

EBITDA Margin (%) 17.9 22.9 28.9 35.9  Retained Earnings 15,049 16,175 17,513 19,273 

Operating Profit Margin (%) 16.4 20.5 27.0 34.2  Non-Controlling Interests 166 183 207 241 

Net Profit Margin (%) 15.6 22.0 23.4 29.2  Stockholders' Equity 18,164 19,562 20,923 22,717 

     
 
     

Cash Flows (Summarized)      Forecasts/Valuations (Summarized)     

(Wbn) 12/18 12/19F 12/20F 12/21F   12/18 12/19F 12/20F 12/21F 

Cash Flows from Op Activities 495 398 1,880 2,429  P/E (x) 6.6 8.3 7.1 5.5 

Net Profit 1,883 1,542 1,800 2,320  P/CF (x) 13.2 39.6 19.4 10.0 

Non-Cash Income and Expense -948 -1,223 -1,148 -1,055  P/B (x) 0.7 0.7 0.6 0.6 

Depreciation 153 147 130 116  EV/EBITDA (x) 5.8 6.4 4.0 2.4 

Amortization 23 19 15 12  EPS (W) 10,598 8,647 10,101 13,002 

Others -1,124 -1,389 -1,293 -1,183  CFPS (W) 5,314 1,815 3,704 7,198 

Chg in Working Capital -456 -790 -65 -19  BPS (W) 102,354 110,200 117,804 127,813 

Chg in AR & Other Receivables 206 2 -191 -57  DPS (W) 2,000 2,500 3,000 3,000 

Chg in Inventories -7 -15 -8 -2  Payout ratio (%) 18.3 28.0 28.8 22.3 

Chg in AP & Other Payables -585 161 113 34  Dividend Yield (%) 2.9 3.5 4.2 4.2 

Income Tax Paid -313 -266 -213 -324  Revenue Growth (%) 0.9 -42.2 9.9 3.3 

Cash Flows from Inv Activities -659 2,049 -24 -7  EBITDA Growth (%) -12.4 -26.1 38.9 28.0 

Chg in PP&E -236 -28 0 0  Operating Profit Growth (%) -10.2 -28.0 45.0 30.8 

Chg in Intangible Assets -31 -3 0 0  EPS Growth (%) -22.2 -18.4 16.8 28.7 

Chg in Financial Assets 212 131 -24 -7  Accounts Receivable Turnover (x) 4.1 3.1 4.2 4.0 

Others -604 1,949 0 0  Inventory Turnover (x) 105.6 73.1 99.1 95.8 

Cash Flows from Fin Activities -126 -343 -439 -2,026  Accounts Payable Turnover (x) 4.9 3.9 4.9 4.3 

Chg in Financial Liabilities 125 -113 0 -1,500  ROA (%) 8.5 6.9 7.9 9.7 

Chg in Equity 0 -2 0 0  ROE (%) 11.0 8.1 8.9 10.6 

Dividends Paid -231 -358 -439 -526  ROIC (%) 82.0 52.8 74.4 98.0 

Others -20 130 0 0  Liability to Equity Ratio (%) 25.7 13.3 13.1 5.6 

Increase (Decrease) in Cash -289 2,764 1,416 395  Current Ratio (%) 151.8 386.8 460.0 5,000.4 

Beginning Balance 1,343 1,054 3,818 5,234  Net Debt to Equity Ratio (%) 0.6 -13.4 -19.5 -26.3 

Ending Balance 1,054 3,818 5,234 5,630  Interest Coverage Ratio (x) 44.9 74.7 0.0 0.0 

Source: Company data, Mirae Asset Daewoo Research estimates 
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APPENDIX 1 

Important Disclosures & Disclaimers 

2-Year Rating and Target Price History 
 

Company (Code) Date Rating Target Price 

 

 
LG Corp. (003550) 03/16/2019 Buy 110,000 

 09/13/2018 Buy 100,000 

 03/13/2018 Buy 120,000 

 11/09/2017 Buy 115,000 

    

    

    

    

    

     

 
 

 

Equity Ratings Distribution & Investment Banking Services 

 Buy Trading Buy Hold Sell 

Equity Ratings Distribution 84.57% 9.88% 5.55% 0.00% 

Investment Banking Services 82.76% 6.90% 10.34% 0.00% 

* Based on recommendations in the last 12-months (as of September 30, 2019) 

 

Disclosures 

As of the publication date, Mirae Asset Daewoo Co., Ltd. has acted as a liquidity provider for equity-linked warrants backed by shares of LG Corp. as an underlying 

asset; other than this, Mirae Asset Daewoo has no other special interests in the covered companies. 

 

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 Daewoo Co., Ltd. (“Mirae Asset Daewoo”) 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 Daewoo, 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 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 Mirae Asset Daewoo except as 

otherwise stated herein. 

 

Disclaimers 

This report was prepared by Mirae Asset Daewoo, 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 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. 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 Daewoo 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 it 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 Daewoo by virtue of receiving this report. This report does not take into account the particular investment objectives, financial 

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 (■), Buy (▲), Trading Buy (■), 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 Mirae Asset Daewoo Co., Ltd., 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. 
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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 Daewoo, its affiliates and their directors, officers, 

employees and agents do not accept any liability for any loss arising out of the use hereof. 

Mirae Asset Daewoo 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 Daewoo may make 

investment decisions that are inconsistent with the opinions and views expressed in this research report. Mirae Asset 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. Mirae Asset 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. 

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 Mirae Asset Daewoo. 

 

Distribution 

United Kingdom: This report is being distributed by Mirae Asset Securities (UK) 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: Mirae Asset Daewoo is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the 

preparation of research reports and the independence of research analysts.  This report is distributed in the U.S. by Mirae Asset Securities (USA) Inc., a 

member of FINRA/SIPC, to “major U.S. institutional investors” in reliance on the exemption from registration provided by Rule 15a-6(b)(4) under the U.S. 

Securities Exchange Act of 1934, as amended. All U.S. persons that receive this document by their acceptance hereof represent and warrant that they are a 

major U.S. institutional investor and have not received this report under any express or implied understanding that they will direct commission income to 

Mirae Asset 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 Mirae Asset Securities (USA) Inc.  Mirae Asset Securities (USA) Inc. accepts responsibility for the contents of this report in the U.S., 

subject to the terms hereof, to the extent that it is delivered to a U.S. person other than a major U.S. institutional investor. Under no circumstances should 

any recipient of this research report effect any transaction to buy or sell securities or related financial instruments through Mirae Asset Daewoo. 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 report is distributed in Hong Kong by Mirae Asset Securities (HK) Limited, 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 I 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 Mirae 

Asset 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 

Mirae Asset Daewoo and its affiliates to any registration or licensing requirement within such jurisdiction. 
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