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Lotte Group: Impact of inherited stakes to be
limited; Hotel Lotte’s IPO push to resume for
ownership structure overhaul

Inheritance taxes on Shin Kyuk-ho's holdings in domestic Lotte affiliates to
be around W254.5bn

Shin Kyuk-ho, the honorary chairman of Lotte Group, died on Sunday. His holdings in
domestic Lotte affiliates, including Lotte Corp. (3.1%), Lotte Confectionery (4.5%), Lotte
Shopping (0.9%), and Lotte Chilsung (1.3%), are currently believed to be valued at
W429.5bn, and inheritance taxes on those holdings are estimated to be roughly
W254.5bn (not yet determined). Inheritance taxes (taxable value, etc.) will need to be
reported by July this year, and the taxes due will be determined based on how much
each individual inherits. If an individual's inheritance taxes exceed W20mn, he or she
can pay it in long-term installments over a five-year period.

Shin Kyuk-ho also owned stakes in Lotte's Japanese affiliates, including Kojunsha Corp.
(0.8%), Lotte Holdings (0.5%), LSI (1.7%), and Lotte Green Service (9.3%). Factoring in
these assets, the amount of inheritance taxes payable could increase.

Lotte Group, led by Chairman Shin Dong-bin, will likely maintain stable
control, regardless of inheritance outcome

Lotte Group—Korea's fifth-largest group by assets—has secured stable control over
key domestic affiliates—e.g., Lotte Shopping, Lotte Chilsung, Lotte Confectionery, and
Lotte Chemical—through Lotte Corp., which was launched in October 2017. Chairman
Shin Dong-bin and related parties collectively own a 42.6% stake in Lotte Corp., thus
guaranteeing stable control. When further taking into account the 32.5% in treasury
stock held by Lotte Corp., the percentage of actual voting rights increases to 63.1%.

Meanwhile, regardless of how Shin Kyuk-ho's stakes are divided, we believe the risk of
Shin Dong-bin and Shin Dong-joo (the former vice chairman of Lotte Holdings) feuding
over control is limited. In June 2019, Lotte Holdings' shareholders voted to keep Shin
Dong-bin on the company’s board, while voting against Shin Dong-joo’s return to the
board. Backed by continued support from Lotte’s management in Japan, we believe
Shin Dong-bin will continue to exercise stable managerial control over Lotte Group.

Hotel Lotte’'s IPO push to resume; Hotel Lotte-Lotte Corp. merger to
complete ownership structure overhaul

In addition to an 11.1% stake in Lotte Corp., Hotel Lotte also owns 31.1% of Lotte
Property & Development, 38.2% of Lotte Aluminium, 43.1% of Lotte E&C, and 25.7% of
Lotte Rental. Hotel Lotte's IPO—a move that looks likely to resume, given the duty-free
business's recent earnings improvements—is seen as critical for the group to merge
the company with Lotte Corp. and thus complete its ownership structure overhaul.
Selling Hotel Lotte shares in an IPO will essentially reduce Japanese ownership in the
company, while merging Hotel Lotte with Lotte Corp. (after the market price stabilizes)
will bring group affiliates currently under the control of Hotel Lotte into the holding
company structure at no additional cost.

Lotte Corp.'s major shareholders

No. of shares Stake (%) Value (Wbn) Voting rights (%)
Hotel Lotte 11,644,662 11.1 415.7 16.4
Lotte Aluminium 5,313,478 5.1 189.7 7.5
Lotte Holdings 2,613,965 25 93.3 3.7
L2 investment company 1,548,547 1.5 55.3 22
Hotel Lotte Busan 989,749 0.9 35.3 1.4
L12 investment company 823,865 0.8 29.4 1.2
Subtotal (1) 22,934,266 21.9 818.8 324
Shin Dong-bin 12,283,541 11.7 438.5 17.3
Shin Kyuk-ho 3,245,425 3.1 115.9 4.6
Shin Young-ja 2,352,422 22 84.0 33
Shin Dong-joo 171,673 0.2 6.1 0.2
Jang Jeong-an 77,037 0.1 2.8 0.1
Shin Yu-mi 42,254 0.0 1.5 0.1
Jang Sun-yoon 801 0.0 0.0 0.0
Lotte Scholarship Foundation 3,394,589 3.2 121.2 4.8
Lotte Foundation for Arts 90,869 0.1 3.2 0.1
Lotte Samdong Welfare 54,807 0.1 2.0 0.1
STl (R iR T 21,713,418 207 775.2 307
family + foundations
Specially related parties 44647684 43 1594 63.1
Subtotal (1) + (2)
Treasury stock 34,103,935 32.5 1,217.5 -
Total 104,909,237 100.0 0.0 100.0

Note: Based on January 17, 2020 common stock closing prices

Source: DART, Mirae Asset Daewoo Research

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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Table 1. Inheritance tax estimates for Shin Kyuk-ho’s stakes (Wbn)
Inheritance Inheritance tax

Compan j

pany No. of shares Stake (%) | Share price (W) Value Inher(tz:n;: oL
Lotte Corp. 3,245,425 3.1 35,700 115.9 69.1
Lotte Corp. (preferred) 139,847 14.2 57,900 8.1 44
Lotte Shopping 262,438 09 136,500 35.8 21.0
Lotte Confectionery 287,408 45 145,000 2.7 245
Lotte Chilsung 104,080 13 132,000 137 7.8
Lotte Chilsung (preferred) 109,780 14.2 69,900 77 4.1
Lotte Property & Development 4,085,850 6.9 50,579 206.7 1235
Total 429.5 254.5

Notes: Shin Kyuk-ho, honorary chairman of Lotte Group, passed away on January 19, 2020; based on January 17" closing prices;
inheritance taxes on listed shares are based on the average daily closing price for the two-month periods preceding and following
the base date of assessment (total of four months); the value of Shin’s stake in Lotte Property & Development is based on book
value.

Source: DART, Mirae Asset Daewoo Research

Figure 1. Assessment of listed shares under Inheritance Tax and Gift Tax Act

Base date of assessment

Preceding two Subsequent two
months months
| | | |
I A i |

Four-month assessment period

Source: Mirae Asset Daewoo Research

Table 2. . Tax rates for inheritance and gift taxes

Base Rate Progressive deductions
Up toW0.1bn 10% -
Over WO0.1bn to WO0.5bn 20% WO0.01bn
Over W0.5bn toW1bn 30% W0.06bn
Over W1bn to W3bn 40% WO0.16bn
Over W3bn 50% WO0.46bn

Source: Article 26 of Inheritance Tax and Gift Tax Act, Mirae Asset Daewoo Research

Table 3. Tax rates applied to largest shareholders under Inheritance Tax and Gift Tax Act

Stake SME Other
Up to 50% 0% 20%
More than 50% 0% 20%

Notes: Excluding shares of companies that have recorded losses for three straight years prior to the business year in which the
base date of assessment falls; based on the 2019 tax law revision
Source: Article 63 of Inheritance Tax and Gift Tax Act, Mirae Asset Daewoo Research
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Figure 2. Case 1: LG Corp.'s share performance
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Figure 3. Case 2: Hanjin KAL's share performance
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Figure 4. Lotte Group's corporate structure (current)
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Figure 5. Lotte Group’s Japanese corporate structure
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Table 4. Lotte Corp’s major shareholders (Wbn)
No. of shares Value Stake (%) Voting rights (%)
Hotel Lotte 11,644,662 415.7 1.1 164
Lotte Aluminium 5,313,478 189.7 5.1 75
Lotte Holdings 2,613,965 93.3 25 3.7
L2 investment company 1,548,547 55.3 15 22
Hotel Lotte Busan 989,749 353 0.9 14
L12 investment company 823,865 294 0.8 1.2
Subtotal (1) 22,934,266 818.8 21.9 324
Shin Dong-bin 12,283,541 438.5 1.7 173
Shin Kyuk-ho 3,245,425 115.9 3.1 46
Shin Young-ja 2,352,422 84.0 2.2 33
Shin Dong-joo 171,673 6.1 0.2 0.2
Jang Jeong-an 77,037 2.8 0.1 0.1
Shin Yu-mi 42,254 1.5 0.0 0.1
Jang Sun-yoon 801 0.0 0.0 0.0
Lotte Scholarship Foundation 3,394,589 1212 32 48
Lotte Foundation for Arts 90,869 3.2 0.1 0.1
Lotte Samdong Welfare Foundation 54,807 2.0 0.1 0.1
Subtotal (2) 21,713,418 775.2 20.7 30.7
Mm+@ 44,647,684 1,593.9 42,6 63.1
Treasury shares 34,103,935 1,217.5 325 -
Total 104,909,237 3,745.3 100.0 100.0
Note: Based on January 17, 2020 closing prices
Source: DART, Mirae Asset Daewoo Research
Mirae Asset Daewoo Research 4
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Figure 6. Lotte Corp’s share performance
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Table 5. Valuation (Wbn, W, %)
Value Notes
Operating value (1) 1,325
Brand royalty income 1,111  Based on royalty rate of 15bps; applied 15.0x after reflecting costs
Real estate 214
Value of investment assets (2) 6,038
Listed subsidiaries 4,563  Assessment method differs by company.
Unlisted subsidiaries 1,475 Based on book value and fair value
Total asset value (3)=(1)+(2) 7,363
Net borrowings (4) 1,363  Parent basis; as of end-3Q19
Treasury stock (5) 1,234  Common shares: 32.5%; preferred shares: 28.4%
NAV (6)=(3)(4)-(5) 7,234
Market cap 3,802 Based onJan 17th dosing prices; common and preferred shares
Discount to NAV 47.4%
No. of shares (‘000 shares) 105,897 Common and preferred shares
NAV per share 68,311
Target price 52,000 30% discountto per-share NAV
Current price 35,700 Based onJanuary 17th closing price
Upside potential 45.7

Source: Mirae Asset Daewoo Research
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Table 6. Value of investment securities (%, Wbn, W)
Stake Book value Curre.nt Value Notes
price

Listed subsidiaries 4,563 Market value

Lotte Shopping 40.0 2,492 136,500 1,545

Lotte Confectionery 484 547 145,000 451

Lotte Chilsung 26.5 347 132,000 280

Lotte Chilsung (preferred) 8.4 6 69,900 5

Lotte Foods 231 201 396,500 104

Lotte Chemical 23.8 2,228 217,500 1,772

Lotte Data Communication 65.0 349 40,800 408
Unlisted subsidiaries 2,395 1,475
Korea Seven 79.7% 269 462 2019F NP; target P/E of 15x
Lotte Global Logistics 44.6% 278 278
Lotte Asset Development 60.5% 147 147
Lotte Station Building 44.5% 142 142

T Book value

Daehong Communications 68.7% 106 106
Lotte GRS 54.4% 34 34
Other 305 305

Note: Based on January 17, 2020 closing prices
Source: Mirae Asset Daewoo Research

Figure 7. Lotte Corp.'s NAV discount trend
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Table 7. Key listed Lotte Group companies W)
Company Ticker Rating TP (12M) CP (1/17/20)
Lotte Corp. 004990 KS Buy 52,000 35,700
Lotte Confectionery 280360 KS - - 145,000
Lotte Shopping 023530KS Trading Buy 162,000 136,500
Lotte Chilsung 005300 KS - - 132,000
Lotte Chemical 011170KS Trading Buy 280,000 217,500
Lotte Foods 002270 KS - - 396,500
Lotte Data Communication 286940 KS Buy 63,000 40,800

Source: DART, Mirae Asset Daewoo Research

Mirae Asset Daewoo Research 6
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APPENDIX 1

Important Disclosures & Disclaimers

2-Year Rating and Target Price History

Company (Code) Date Rating  TargetPrice = Company (Code) Date Rating  Target Price
Lotte Corp. (004990)

09/18/2019 Buy 52,000
w) LOTTE Corporation
80,000
60,000
40,000
20,000
o bt
Jan 18 Jan 19 Jan 20
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 (M), Buy (A ), 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.

Equity Ratings Distribution & Investment Banking Services

Buy Trading Buy Hold Sell
Equity Ratings Distribution 84.05% 9.82% 6.13% 0.00%
Investment Banking Services 76.67% 13.33% 10.00% 0.00%

* Based on recommendations in the last 12-months (as of December 31, 2019)

Disclosures
As of the publication date, Mirae Asset Daewoo 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 (i) 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
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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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