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Figure 2 Target price calculation
Target price calculation
Long-term ROE (%) 17.5
Cost of equity (%) 11.0
Terminal growth (%) 3.0
Target P/B (x) 1.8
2014F BPS (KRW) 55,674
Target price (KRW) 100,000
Xt=: Bloomberg, O[2HOIAISH 2| AMX|4IE
Figure 3 P/B band chart
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Figure 4 SBR-BD/SM spread
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Figure 5 SBR price
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Figure 6 Synthetic rubber exports of Korea (Jan-Oct, by destinations)
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Figure 7 Butadiene-Naphtha spread, SBR-Mix spread
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Figure 8 Phenol-benzene spread
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Figure 9 China phenol imports, benzene imports
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Figure 10 Asia’s major phenol expansion projects
Facility Location Capacity (tonnes/year) Start-up Remark
Yanshan Petrochemical 137,500 2012-2013 Completed
LG Chem 300,000 1Q13 Completed
CEPSA Caojing, Shanghai 250,000 End 2013 On track
Shandong Shengquan Chemical 220,000 2013-2014 On track
Formosa Chemicals & Fibre Corp 300,000 1H2014 w/ 50000MT of ABS
Sinopec Mitsui 250,000 2014 On track
Changchun Petrochemical 200,000 2014 On track
Kumho P&B 300,000 2Q 2015 On track
Ineos Phenol and Sinopec 400,000 2016 Proposed

Xtz ICIS, OO AESH 2l MXIAIE
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Figure 11 Peer group valuation table
SKI SOIL GSH LGC LTC KKPC HWC HCM
Code 096770 KS 010950 KS 078930 KS 051910 KS 011170 KS 011780 KS 009830 KS 069260 KS
Rating BUY BUY BUY BUY BUY HOLD BUY BUY
Target price (KRW) 180,000 100,000 65,000 400,000 300,000 100,000 30,000 27,000
Current price (18 Dec, KRW) 138,000 73,200 54,600 292,500 232,000 94,200 20,450 23,950
Upside (%) 30.4 36.6 19.0 36.8 29.3 6.2 46.7 12.7
Target PB (x) 1.0 1.8 0.9 2.2 1.5 1.8 1.0 2.3
Long-term ROE (%) 9.5 16.5 10.1 15.2 12.5 17.5 9.7 16.5
Cost of equity (%) 9.4 10.5 11.0 8.5 9.5 11.0 9.8 9.0
Long-term growth (%) 3.0 3.0 3.0 3.0 3.0 3.0 3.0 3.0
Sales 2011 68,371 31,914 8,493 22,676 15,700 6,457 7,943 567
(KRW bn) 2012 73,330 34,723 9,838 23,263 15,903 5,884 6,962 707
2013F 69,504 31,476 9,731 23,569 16,807 5,422 7,886 837
2014F 71,755 33,760 10,579 25,217 17,859 6,191 8,398 952
Operating profit 2011 2,960 1,698 932 2,819 1,491 839 326 56
(KRW bn) 2012 1,699 782 684 1,910 372 224 5 66
2013F 1,890 712 639 1,898 521 162 149 72
2014F 2,045 1,348 769 2,279 866 269 379 115
Net income 2011 3,169 1,191 774 2,138 978 506 254 54
(KRW bn) 2012 1,185 585 494 1,495 315 130 30 52
2013F 1,082 562 456 1,455 392 67 50 60
2014F 1,427 1,018 628 1,712 661 175 270 90
OPM (%) 2011 4.2 5.1 11.0 12.5 9.5 13.0 4.1 9.9
2012 2.3 2.2 7.0 8.2 2.3 3.8 0.1 9.4
2013F 2.7 2.3 6.6 8.1 3.1 3.0 1.9 8.6
2014F 2.9 4.0 7.3 9.0 4.8 4.4 4.5 12.1
ROA (%) 2011 9.9 10.2 4.2 15.5 11.7 11.1 2.4 8.6
2012 3.4 4.6 5.0 9.5 3.0 2.8 0.2 7.3
2013F 3.1 4.5 4.1 8.3 3.5 1.5 0.4 7.6
2014F 3.8 7.9 4.8 8.9 5.5 3.8 2.0 10.4
ROE (%) 2011 25.0 24.4 14.9 24.4 19.7 44.0 7.1 12.7
2012 7.9 11.0 8.0 14.6 5.5 8.7 0.7 11.6
2013F 6.9 10.2 7.0 12.8 6.3 4.5 1.2 13.0
2014F 8.6 17.2 9.2 13.6 9.8 11.7 6.5 18.3
Div yield (%) 2011 2.0 4.8 2.7 1.3 0.6 1.2 1.8 2.9
2012 1.8 2.5 1.9 1.2 0.4 1.5 1.4 2.9
2013F 2.3 3.7 2.5 1.4 0.5 2.1 1.0 2.9
2014F 2.5 5.2 3.1 1.5 0.7 2.3 2.0 4.2
EPS growth (%) 2011 178.2 68.9 (4.2) 0.4) 24.5 (12.1) (36.5) (23.1)
2012 (62.6) (50.9) (36.1) (30.1) (69.1) (74.4) (88.3) (2.6)
2013F (8.8) (4.0) (7.7) (2.6) 20.8 (48.5) 68.7 14.6
2014F 31.9 81.2 37.8 17.6 68.5 162.3 441.4 50.4
P/E (x) 2011 4.2 9.8 6.2 10.9 9.7 9.2 13.7 18.3
2012 13.8 20.7 13.8 16.2 25.9 28.1 87.7 18.8
2013F 12.0 15.2 11.3 14.8 20.3 39.4 57.9 16.4
2014F 9.1 8.4 8.2 12.6 12.0 15.0 10.7 10.9
adj. P/B (x) 2011 0.9 2.2 0.1 2.4 1.7 3.2 0.8 2.2
2012 1.1 2.3 1.1 2.3 1.4 2.4 0.6 2.1
2013F 0.8 1.5 0.8 1.8 1.2 1.8 0.7 2.1
2014F 0.8 1.4 0.7 1.6 1.1 1.7 0.7 1.9
adj. BPS (KRW) 2011 155,551 44,812 63,523 129,918 193,276 51,891 29,513 10,874
2012 164,024 46,105 66,978 144,548 176,320 55,474 28,964 11,187
2013F 171,953 48,275 69,659 160,179 187,803 51,797 28,651 11,258
2014F 183,679 53,560 75,349 179,006 205,494 55,674 30,176 12,757
EPS (KRW) 2011 33,816 10,214 8,172 29,074 30,701 18,124 1,793 1,310
2012 12,649 5,018 5,218 20,324 9,478 4,644 209 1,276
2013F 11,541 4,819 4,817 19,791 11,447 2,393 353 1,462
2014F 15,227 8,734 6,636 23,279 19,292 6,278 1,911 2,199
DPS (KRW) 2011 2,800 4,800 1,350 4,000 1,750 2,000 450 700
2012 3,200 2,650 1,350 4,000 1,000 2,000 250 700
2013F 3,200 2,700 1,350 4,000 1,100 2,000 200 700
2014F 3,500 3,800 1,700 4,500 1,600 2,200 400 1,000
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Summary financial statements
£ CHRICH= 2
1228 AN (M) 2012E 2013E  2014E  2015E 123 ZAL (M) 2012E  2013E  2014E  2015E
]/ =31 5884 5422 6,191 6,956 [ESXI 1,490 1,519 1,685 1,994
]! (5.481) (5,081) (5,739) (6,296) ST USSR 246 106 109 229
(IEES Y] 403 341 452 660 CH |2 8XHAL 21 20 19 19
ohfH| Q22 | H| (179) (179) (183) (195) OHE A 636 766 863 970
gojole! (=) 224 162 269 465 THLKHA 567 607 674 756
ol 224 162 269 465 7 |EtRS Xt 19 20 20 20
20|Kp2el (84) (60) (55) (53) H|F-SXHAt 2,921 2,965 3,041 3,088
x2Hael 67 45 46 46 TR 2,130 2,189 2,170 2,102
7|Et (73) (76) (28) (28) EXIRHE 707 671 739 815
MRA S A2 134 7 232 430 7 |EFRSKIAL 84 105 131 171
HOINH |2 (8) (16) (52) (97) A=Y 4,411 4,483 4,726 5,082
£7120(2 126 55 180 333 RESE 1,438 1,445 1,501 1,561
S7|420]2! (X|HFEFXIL) 130 67 175 322 OH U 469 605 690 776
EPS (XIHIFZ=X|E, &) 4644 2393 6,278 11,553 == | 882 738 701 666
7|EtRSEAH 87 102 110 119
&7k & 0k (%) 2012E 2013E 2014E 2015E HISESERY 1,314 1,481 1,559 1,616
HEAH S7te (89  (7.8) 142 124 71282 1211 1,372 1485 1,607
&350l 57k (61.5) (15.3) 32.3 46.1 7|EHH|SSE ) 103 110 75 9
gold Bt (73.3)  (27.6) 66.2 72.6 ERSA 2,752 2,926 3,060 3,178
gr1e0lel Bk (74.4) (485) 1623 84.0 P [ E===y 91 1,548 1,445 1,553 1,792
EPS &7t (744) (485) 1623 84.0 HIX[HFF X |2 111 112 113 113
IHES0|A= 6.9 6.3 73 9.5 AH=2EA 1,658 1,558 1,666 1,905
FUO|AUE 3.8 3.0 4.4 6.7 BVPS (&) 55474 51797 55674 64,227
g7lz=0dE 22 1.2 2.8 46
HZSEH FOQEXIX|E
128 ZAt (&) 2012E  2013E  2014E  2015E 128 #M 2012E  2013E  2014E  2015E
gYs= 245 154 73 213 X7 |XH20[2UE (%) 8.7 4.5 11.7 19.3
gy|20(2 126 55 180 333 EXIA0|2UE (%) 238 1.2 3.9 6.8
SESRIAAZH| 160 170 203 211 THDRIA HE7|7H () 38.3 42.2 40.7 415
7|E} 24 9  (231) (228) IHSAHE 2|47 12H () 48.3 47.2 48.0 48.1
=2HREsY (64) (80) (79)  (103) DHURHT ZARE712H () 37.7 38.6 41.2 425
LN (374)  (238)  (200)  (157) TRIUS/A[XH2 (%) 110 127 123 106
AEMK|S (368)  (218)  (178)  (136) O|Xt=E &tlE (x) 2.7 2.7 4.9 8.8
7IEf () (200 (1) (1)
RSz (132) (55) 129 64
Hig= (56) (134) (67) (84)
H2olE7H (EA)
EXoISTH(HA) (76) 72 196 147
MES: =, 505 246 106 109
7|m64: 246 106 109 229
A2 SEMREE! 0[S H 2IMXIME FHR| A2 MRS, OIS H 2| MRIME] 2|
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Recommendations
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Reduce : 157} OiH| SH37t 10%=1t Underweight : 51 IR CHH|  10%E1t

T S EX[o740] 2f5t £10%U2| ZHR| 2ot ks

Compliance Notice

2 A2= FXIXC| SHEAE 57| Llolo] FAF 120f| $ot0 HZEEf= XIZ2A Ot ZR0E SALE7AL CHotE 4~ SIELICE 2 ZAKIR0]| +5E LSS At 2 MARIET} A=
£ HoiZI 20| ARz 1 FEHo L FHMS BASE 4 GHSLICE MEA, oSt ZR0lle 2 iz 1740| SHEXIC| Zinjol| Cish A MelAXNo)| et SUXIEE AISE 4= SYELICL S XiEs 712

EXP7HE= MBKI0fA| AR XiSeh AHO| SIELICE X0l ARl LIRS2 2010| oS Feiol| Bigsiu 2lom, 2Ifo| St oLt 7HY 3io| ZE=IRISS 2RIt
YR S, A2E

9
ra
@
Pal
i
n
£

i} HRRAL 01 I A R
5= St a8 22 27t =Y BRoj 3= et 3=

Target Price and Recommendation Chart

Stock Price & Target Price Trend = Stock Price = Target Price Korea Kumho Petrochemical (011780 KS)

mB-Buy = H-Hold m R - Reduce

Date Recommendation 12M target price
2013-02-18 BUY (Initiate) 140,000
2013-04-09 BUY 140,000
180,000 2013-04-11 BUY 140,000
2013-05-27 BUY 125,000 (Down)
4 2013-05-29 BUY 125,000
180,000 2013-07-04 BUY 125,000
i 2013-07-11 BUY 105,000 (Down)
140,000 2013-07-18 BUY 105,000
— 2013-09-30 BUY 105,000
120,000 4 2013-10-10 BUY 105,000
2013-10-21 HOLD 110,000 (Up)
100,000 - 2013-12-19 HOLD 100,000 (Down)
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