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Studio Dragon (253450)

Fundamentals to improve in 2020

@ The business environment in Korea and overseas is moving favorably for the
media industry—eg, OTT platforms are launching around the world, a number of
Korean players are engaging in M&A activity, and terrestrial broadcasters are
investing more heavily in tent-pole content. These developments should lead to
more demand for quality content, which bodes well for content producers in 2020.

e Studio Dragon should enjoy greater earnings stability by producing multi-season
original content for OTT services. It may produce content for both Netflix and new
global players. Terrestrial broadcasters are also eager to secure quality content.

e Capitalizing on its popular intellectual property and production prowess, the firm
has been expanding into new business areas and should see solid top- and
bottom-line growth next year. We raise our 12-month target price to KRW88,000.

WHAT’S THE STORY?

Poised to benefit from sea change in media market: The business environment
has been changing quickly at home and abroad. Several global giants are preparing to
launch OTT platforms from November, and, in response, Korean OTT service providers
are teaming up to boost their competitiveness. Struggling from low viewership ratings, the
country’s three terrestrial broadcasters have altered programming lineups and in
September launched OTT platform Wavve in partnership with SK Telecom—the latter a
move that may lead to greater investment in tent-pole dramas. Shifts in the market
landscape bode well for Studio Dragon, Korea’s leading drama production company.

Producing multi-season original content is positive for earnings stability:
Content is ever more important in the media market. Armed with ample production
abilities and production prowess, Studio Dragon should produce more original content
and enjoy earnings growth next year. Love Alarm, its first original program for Netflix,
aired in August, and its second piece of content, I Am Alone, should be released at year-
end or in early 2020. Producing multiple seasons of these dramas would help improve the
stability of its earnings. Studio Dragon may produce more original content for the US
streaming giant, and could produce content for other global players that are considering
entering the Korean market. It should see its earnings ratchet up to a higher level, backed
by a rising number of dramas produced, greater per-drama investment, and improving
margins.

(Continued on the next page)

SUMMARY FINANCIAL DATA

2018 2019E 2020E 2021E
Revenue (KRWb) 380 487 597 663
Operating profit (KRWb) 40 45 71 86
Net profit (adj) (KRWb) 36 35 62 75
EPS (adj) (KRW) 1,278 1,249 2,210 2,664
EPS (adj) growth (% y-y) 217 (2.3) 77.0 20.6
EBITDA margin (%) 30.3 26.9 29.3 30.2
ROE (%) 9.3 8.4 13.3 14.0
P/E (adj) (x) 52.0 53.2 30.0 24.9
P/B (x) 46 43 3.7 3.3
EV/EBITDA (x) 14.9 127 9.3 7.8
Dividend yield (%) 0.0 0.0 0.0 0.0

Source: Company data, Samsung Securities estimates
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To wield more bargaining power over terrestrial broadcasters: Studio Dragon has been
providing dramas to terrestrial broadcasters in accordance with its strategy of platform
diversification. It supplied Doctor John and One Spring Night this year, and next year it should
provide The King (written by star writer Kim Eunsook; to air in 1H20). Faced with slumping
viewership ratings, terrestrial broadcasters have turned more aggressive than ever to secure quality
tent-pole dramas. This should give Studio Dragon more bargaining power and result in stronger
earnings momentum.

Expanding business areas based on popular IP, production capabilities: Studio Dragon
recently bought a 20% stake in film production company Movie Rock. These days, the lines between
film and drama production are blurring, and popular dramas are being made into films. A good case
in point is The Bad Guys: Reign of Chaos, which was made from a Studio Dragon drama of the same
name, which aired on OCN in 2014. This industry trend is positive in terms of intellectual property
(IP) usage and business area expansion.

Earnings to pick up next year: Favorable developments in the business environment should
reinforce the bargaining power of content producers and augment their fundamentals. Earnings
should keep growing thanks to the production of more dramas, larger investments per drama, and
multi-season production. Shares in Studio Dragon have been quite volatile this year due to: 1) poor
performances from tent-pole dramas in their early days; and 2) depreciation costs. But earnings
should improve next year on greater use of IP and platform diversification. As we change our
valuation basis from 2019 to 2020 EBITDA, we revise up our target price from KRW83,000 to
KRW88,000 (based on 15.8x 2020 EV/EBITDA).
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Table 1. 3Q preview

(KRWb) 3Q18 2Q19 3Q19E Chg (% q-q) Chg (% y-y) Consensus Difference (%)
Sales 123.7 128.2 129.6 11 48 108.0 20.0
Operating profit 215 10.8 10.9 1.3 (49.1) 10.3 6.5
Operating margin

(o/’; o ptsg)’ 9 174 8.4 8.4 0.0 8.9) 95 (1.1)
Pre-tax profit 221 11.9 121 15 (45.4) 129 (6.4)
Net profit (controlling) 17.3 7.3 8.0 9.7 (53.6) 9.0 (10.4)

Source: Company data, WiseFn, Samsung Securities estimates

Table 2. Studio Dragon: financial results and forecast

(KRWb) 1Q17  2Q17 3Q17 4Q17| 1Q18 2Q18 3Q18 4Q18| 1Q19 2Q19 3QI9E 4Q19E| 2018 2019E 2020E
Sales 753 621 775 719 799 743 1237 1017| 1118 1282 1296 117.7| 3796 4874 596.8
Programing 263 241 418 390 407 341 489 544| 441 581 564 621| 1781 2206 2713
Distribution 365 263 233 257 321 288 634 378 562 603 617 446| 1621 2227 2793
Other 125 116 124 72 71 14 M4 95 115 98 116 11.0| 394 440 462
Gross profit 168 122 107 74| 136 106 248 65 150 154 155 17.7| 556 636 922
SG&A costs 28 33 40 40 30 33 33 60 40 46 46 58| 157 190 208
Operatingprofit 140 89 66 35 107 73 215 04 110 108 109 119 399 446 714
Pre-tax profit 132 90 64 17/ 108 10 221 17, 132 119 121 130| 457 502 789
Net profit 134 28 57 20 79 89 173 17 92 73 80 106/ 358 351 621
Gross margin 222 196 139 104 171 143 201 64| 134 120 120 150 146 130 154
Operaingmargn 185 143 86 48| 133 99 174 04 99 84 84 101 105 92 120
Net margin 178 45 73 28 98 120 140 17 82 57 62 90 94 72 104

Chg (% y-y)

Sales - - - - 60 196 597 415 400 726 48 157 324 284 224
Programing - - - .| 545 411 1714 395 84 705 153 142 357 239 230
Distribution - - - -l (120) 95 1720 469 751 1092 (27) 180| 449 374 254
Other - - - - (434) (190 (83) 331| 631 (141) 15 157/ (98) 115 5.1

Gross profit - - - - (186) (128) 1310 (129) 99 451 (374) 1722| 179 145 450

SG&A costs - - - - 73 02 (166) 519| 331 402 382 (47) M5 211 97

Operating profit - - - -l (237) (178) 2230 (87.3) 35 473 (49.1)26033| 210 119 599

Pre-tax profit (182) 230 2477 19| 222 76 (454) 657.7| 510 99 5741

Net profit 413) 2174 2063 (126) 172 (174) (536) 5049| 503 (19) 767

Gross margin (232) (271) 447 (385) (215) (160) (402) 1352| (109) (109) 184

Operating margin (281) (31.1) 1023 (91.0) (26.1) (147) (514)22359| (86) (129) 306

Net margin (446) 1653 919 (383) (16.3) (522) (557) 4227| 135 (236) 443

Source: Company data, Samsung Securities estimates
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Table3.  2H19-2020 drama line-up

Year No. Channel Title Air date Episodes Writers Director Leading actors Days
1 N 60 Days, Designated Survivor Jul 1-Aug 20 16 Kim Tae Hui Yoo Jong-Sun j'l:‘nJLgee Lee Jun-hyuk, H o %"en
Hong Jung-eun, . . Sat,
2 Hotel Del Luna Aug 3-Sep 22 16 Hong Mi-ran Oh Chung-hwan Lee Ji-eun(lU), Yeo Jin-gu Sun
) g e Jeong Kyeong-Ho, Park Seong-
3 Faust Jul 31-Sep 19 16 No Hye-Young Min Jin-Ki Woong, Go Ah-Sung Sat,Sun
4 The great show Aug.26~ 16 Sul Joon-suk Shin Yong-hwi ~ Song Seung-hun, Lee Sun-bin !\r/ll;n,
Arthdal Chronicles g Kim Young-Hyun, .. y Song Jong-Ki, Jang Dong-Gun,  Sat,
5 (Season1, part 3) Sep 7-Sep 22 6 Park Sang-Yeon Kim, Won-Suk Kim, Ji-Won Sun
. | g Lee Hye-ri, Kim Sang-kyeong,  Wed,
6 Miss Lee September Park Jung-hwa Han Dong-hwa Lee Chang-yeop Thu
7 Catch the ghost! Oct 21~ So Worlm, Lee Shin Yun-sup Moon Guen-young, Kim Sun-ho Mon,
Young-joo Tue
8 Melting Me Softly Oct 19-Dec8 16 Baek Mikyeong  Shin Woo-chul ge?:s”g'woo"' Won Jin-ah, Yoon 33:1
) . : Yoon Si-yoon, Jung In-sun, Park Wed,
9 Psychopath Diary November Ryu Yong-jae Lee Jong-jae Sung-hoon Thu
2019 1o Emergency lands of love December Park Ji-eun Lee Jung-hyo Hyeon Bin, Son Ye-jin, Seo Ji-hye 33:1
1 Sweet Home Dec 20 ~ Kwon Mi kyeong  Lee Eung Bok kﬂeir? élhn| Wook, Song Kang, Ko Fri
12 Neffix  Love Alarm Aug 22 8 Lee Ah-yeon, Seo Lee Na-jung Kim So-hyun, Jung Garam, Song
Bo-ra Kang
13 | Am Alone 2H/2020 Ryu Yong Jae Lee Sang Yeob  Yoon Hyeon Min, Ko Sung Hee
. Yoon Gyun-sang, Geumsae-rok, Wed,
14 OCN Undercover Teacher Jul 17-Sep 15 16 Jang Hong-Cheol Seong Yong-il Lee Jun-young, Choi Yoo-hwa  Thu
15 Watcher Jul6-Aug 25 16 Han Sang-woon  Ahn Gil-ho Han Seok-gyu, SeoKang Jun,  Sat,
Kim Hyun Joo Sun
16 Strangers From Hell Aug3i~ 10 JungEh-Doh  Lee Chang-hui M SrWan, Lee Dong Wook, Lee  Sat,
Jung Eun Sun
17 Running investigator September 16 Baek Jung-chul  Kim Yong-su Lee Yo-won, Choi Kwi-hwa, Jang Wed,
Hyeon-sung Thu
o Jun Young-shin, ¥ Lee Min-ki, Lee Yu-young, Yoon Sat,
18 Everyone’s lies October Won Yu-jung Lee Yun-jung Jong-suk Sun
19 SBS  Doctor John Jul19-Sep7 16 Kim Ji-woon Jo Su-won, Kim - Ji Sung, Lee Se-young, Lee Kyu- gy ooy
YYoung-hwan hyung, Hwang Hee
1 twN Black Dog January 16 Park Ju Yeon Hwang Jun HyeokSeo Hyeon Jin, Ra Mi Ran !\r/ll;n,
2 Half Of Half March 16 Lee Sook Yeon  Lee Sang Yeob Jung Hae In, Chae Soo Bin !\I_Alj;n‘
3 Money Game TBD Lee Young Mi Kim Sang Ho Ko Soo, Sim Eun Kyeong }II_\ﬁd‘
4 Method TBD Yeon Sang Ho Kim Yong Wan Um Ji Won, Sung Dong II, Cho
Min Soo
5 Live (Season 2) TBD Kim Sang Ho
6 Secret Forest (Season 2) TBD Lee Su Yeon Park Hyeon Suk Cho Seun Woo, Yoon Sae Ah,
Lee Jun Hyeok
2020 i i
7 Signal (Season 2) TBD Kim Eun Hee Kim Hye Soo, Jo Jin Woong, Lee
Jae Hoon
8 Younger TBD Jung Hyeon Jung Lee Jung Hyo Lee Jong Suk (TBD)
9 OCN  Rugal TBD Do Hyeon Kang Chul Woo E?g;ﬁ“”g Woong, Choi Jin
10 Extramarital Investigation TBD Lee Yu Jin Kang Hyo Jin Cha Tae Hyeon (TBD)
1 Call It Like You See It TBD Ko Young Jae Lee Jun Hyeong Jang Hyeok, Jin Su Yeon
12 SBS  TheKing: The Etemal Monarch TBD 16 Kim Eun Sook  Paik Sang Hoon hivea':""” Ho, Kim Ko Eun, Woo Do o
13 TBD  Golden Hour 1H20 So Hyeon Kyeong,
On Lee Won

Source: Company data, Samsung Securities
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Chart 1. Studio Dragon structure
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Chart 2. Sales and operating margin Chart 3. Netflix originals
(KRWb) (%)
700 - 120 [
600 | 10.8 s 10.5 L 12
500 /N/ L 10
400 A 8
300 - -6
200 - -4
100 - L2

0 : : : : 0
2016 2017 2018 2019E  2020E
Sales (LHS) Operating Margin (RHS) ‘

v

i 7 - ri
Source: Company data, Samsung Securities Source: Company image, Samsung Securities

SAMSUNG SECURITIES | 5



Studio Dragon

2019. 10. 31

Income statement

Balance sheet

Year-end Dec 31 (KRWb) 2017 2018 2019E 2020E 2021E Year-end Dec 31 (KRWb) 2017 2018 2019E 2020E 2021E
Sales 287 380 487 597 663 Current assets 290 247 315 382 454
Cost of goods sold 240 324 424 505 554 Cash & equivalents 51 153 153 185 228
Gross profit 47 56 64 92 109 Accounts receivable 55 69 73 99 104
Gross margin (%) 164 14.6 13.0 154 164 Inventories 1 1 1 1 1
SG&A expenses 14 16 19 21 23 Other current assets 182 25 88 97 120
Operating profit 33 40 45 4 86 Fixed assets 170 265 262 289 310
Operating margin (%) 15 10.5 92 12.0 13.0 Investment assets 4 4 4 5 6
Non-operating gains (losses) (3) 6 5 8 9 Tangible assets 1 1 1 1 0
Financial profit 1 7 1 12 13 Intangible assets 128 199 212 234 251
Financial costs 3 1 5 4 3 Other long-term assets 37 62 45 50 52
Equity-method gains (losses) 0 0 0 0 0 Total assets 459 512 577 671 763
Other ©) ©) o) o) ) Currentliabilities 91 108 138 170 188
Pre-tax profit 30 46 50 79 95 Accounts payable 6 20 18 26 27
Taxes 6 10 15 17 20 Short-term debt 0 0 0 0 0
Effective tax rate (%) 212 215 30.0 213 213 Other current liabilities 85 89 120 143 161
Profit from continuing operations 24 36 35 62 75 Long-term liabilities 0 3 3 3 2
Profit from discontinued operations 0 0 0 0 0 Bonds & long-term debt 0 0 0 0 0
Net profit 24 36 35 62 75 Other long-term liabilities 0 3 3 3 2
Net margin (%) 83 94 72 104 1.3 Total liabilities 91 11 141 173 190
Net profit (controlling interests) 24 36 35 62 75 Owners of parent equity 368 401 436 498 573
Net profit (non-controlling interests) 0 0 0 0 0 Capital stock 14 14 14 14 14
EBITDA 74 115 131 175 200 Capital surplus 320 320 320 320 320
EBITDA margin (%) 259 30.3 26.9 29.3 30.2 Retained eamings 32 68 103 165 240
EPS (parent-based) (KRW) 1,050 1,278 1,249 2,210 2,664 Other 3 0) 0) 0) 0)
EPS (consolidated) (KRW) 1,050 1,278 1,249 2,210 2,664 Non-controlling interests’ equity 0 0 0 0 0
Adjusted EPS (KRW)* 1,050 1,278 1,249 2,210 2,664 Total equity 368 401 436 498 573
Net debt (183) (153) (199) (239) (297)
Cash flow statement Financial ratios
Year-end Dec 31 (KRWb) 2017 2018 2019E 2020E 2021E Year-end Dec 31 2017 2018 2019E 2020E 2021E
Cash flow from operations 7 (29) 123 165 188 Growth (%)
Net profit 24 36 35 62 75 Sales 85.7 324 284 24 1.0
Non-cash profit and expenses 46 74 95 116 129 Operating profit 98.3 21.0 1.9 59.9 205
Depreciation 0 0 0 0 0 Net profit 192.9 50.3 (2.2) 771 206
Amortization 4 75 86 104 14 Adjusted EPS** 84.5 21.7 (2.3) 770 206
Other 5 ™ 8 12 15 Per-share data (KRW)
acchtmiess in AL from operafing @3)  (139) 8 4 4 EPS (parentbased) 105 1278 1249 2210 2664
Cash flow from investments (4) 14 (124)  (133)  (144)  EPS(consolidated) 1050 1278 1249 2210 2664
Change in tangible assets 0 0 0 0 0 Adjusted EPS** 1,050 1,278 1,249 2,210 2,664
Change in financial assets 43 139 @ ® (15 BYPS 13141 14305 18531 ATT4t 20405
Other 2 2 @1 (125) (129)  DPS(common) 0 0 0 0 0
Cash flow from financing 188 (10) © © (1)  Valuations(x)
Change in debt (18) @® 0 0 ) P/E** 63.2 52.0 53.2 30.0 249
Change in equity 208 1 0 0 o PB” 51 46 43 37 33
Dividends 0 0 0 0 0 EV/EBITDA 227 14.9 127 93 78
Otrer @ o 0 0 o st
Change in cash 0 102 0 » 43 ROE 95 93 84 13 140
Cash at beginning of year 12 51 153 153 185 ROA 68 74 64 99 104
Cash atend of year 51 153 153 185 28 ROC 156 180 a7 284 262
Gross cash flow 70 M0 130 178 204  "oyoutrao 00 00 00 00 00
Free cash flow 0 29) 123 165 188 Dividend yield (common) 0.0 0.0 0.0 0.0 0.0
Note: * Excluding one off items, ** Fully diluted, excluding one-off items Net debtto equity (#9.9) (8.2) #s.7) #7.9) (61.8)
#** From companies subject to equity-method valuation Interest coverage (x) 19.0 3430 10026 17473 2807.2

Source: Company data, Samsung Securities estimates
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Compliance notice

- As of Oct 30, 2019, the covering analyst(s) did not own any shares, or debt instruments convertible into shares, of any company covered in this report.

- As of Oct 30, 2019, Samsung Securities' holdings of shares and debt instruments convertible into shares of each company covered in this report would not, if such debt instruments
were converted, exceed 1% of each company's outstanding shares.

- This report has been prepared without any undue external influence or interference, and accurately reflects the views of the analyst(s) covering the company or companies herein.

- All material presented in this report, unless specifically indicated otherwise, is under copyright to Samsung Securities.

- Neither the material nor its content (including copies) may be altered in any form, or by any means transmitted, copied, or distributed to another party, without prior express written
permission from Samsung Securities.

- This memorandum is based upon information available to the public. While we have taken all reasonable care to ensure its reliability, we do not guarantee its accuracy or completeness.
This memorandum is not intended to be an offer, or a solicitation of any offer, to buy or sell the securities mentioned herein. Samsung Securities shall not be liable whatsoever for any
loss, direct or consequential, arising from the use of this memorandum or its contents. Statements made regarding affiliates of Samsung Securities are also based upon publicly
available information and do not necessarily represent the views of management at such affiliates.

- This material has not been distributed to institutional investors or other third parties prior to its publication.

Target price changes in past two years
(KRW)
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Rating changes over past two years (adjusted share prices)

Date 2017/11/23  2018/2/8 313 712 2019/711 8/9 10/14
Recommendation BUY BUY BUY BUY BUY BUY BUY
Target price (KRW) 53,000 90,000 100,000 140,000 88,000 83,000 88,000
Gap* (average) 29.29 (7.62) (1.06) (27.09) (26.53) (21.77)

(max or min)** 64.15 1.1 17.10 (14.43) (20.00) (14.46)

Note: * [(average, maximum, or minimum share price over duration of target price minus target price) / target price] x 100%
** Maximum/minimum share price if new target is higher/lower than market close on the business day prior to target price change

Samsung Securities uses the following investment ratings.

Company Industry
BUY Expected to increase in value by 10% or more within 12 months and OVERWEIGHT Expected to outperform market by 5% or more within 12 months
is highly attractive within sector NEUTRAL Expected to outperform/underperform market by less than
HOLD Expected to increase/decrease in value by less than 10% within 12 months 5% within 12 months
SELL Expected to decrease in value by 10% or more within 12 months UNDERWEIGHT  Expected to underperform market by 5% or more within 12 months

Percentage of ratings in 12 months prior to Sep 30, 2019
BUY (76.6%) | HOLD (23.4%) | SELL (0%)
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Global Disclosures & Disclaimers

General

This research report is for information purposes only. It is not and should not be construed as an offer or solicitation of an offer to purchase or sell any securities or other
financial instruments or to participate in any trading strategy. This report does not provide individually tailored investment advice. This report does not take into account
individual client circumstances, objectives, or needs and is not intended as recommendations of particular securities, financial instruments or strategies to any particular client.
The securities and other financial instruments discussed in this report may not be suitable for all investors. The recipient of this report must make its own independent
decisions regarding any securities or financial instruments mentioned herein and investors should seek the advice of a financial adviser.

This report may not be altered, reproduced, distributed, transmitted or published in whole or in part for any purpose. References to "Samsung Securities" are references to any
company in the Samsung Securities, Co., Ltd. group of companies.

Samsung Securities and/or other affiliated companies, its and their directors, officers, representatives, or employees may have long or short positions in any of the securities or
other financial instruments mentioned in this report or of issuers described herein and may purchase and/or sell, or offer to purchase and/or sell, at any time, such securities or
other financial instruments in the open market or otherwise, as either a principal or agent. Any pricing of securities or other financial instrument contained herein is as of the
close of market for such day, unless otherwise stated. Opinions and estimates contained herein constitute our judgment as of the date of this report and are subject to change
without notice.

The information provided in this report is provided "AS IS". Although the information contained herein has been obtained from sources believed to be reliable, no
representation or warranty, either expressed or implied, is provided by Samsung Securities in relation to the accuracy, completeness or reliability of such information or that
such information was provided for any particular purpose and Samsung Securities expressly disclaims any warranties of merchantability or fitness for a particular purpose.
Furthermore, this report is not intended to be a complete statement or summary of the securities, markets or developments referred to herein.

Samsung Securities does not undertake that investors will obtain any profits, nor will it share with investors any investment profits. Samsung Securities, its affiliates, or any of its
and their affiliates, directors, officers, employees or agents disclaim any and all responsibility or liability whatsoever for any loss (direct or consequential) or damage arising out
of the use of all or any part of this report or its contents or otherwise arising in connection therewith. Information and opinions contained herein are subject to change without
notice. Past performance is not indicative of future results. Foreign currency rates of exchange may adversely affect the value, price or income of any security or financial
instrument mentioned in this report. For investment advice, trade execution or other enquiries, clients should contact their local sales representative. Any opinions expressed in
this report are subject to change without notice and may differ or be contrary to opinions expressed by other business areas or groups of Samsung Securities. Any analysis
contained herein is based on numerous assumptions. Different assumptions may result in materially different results. Samsung Securities is under no obligation to update or
keep current the information contained herein. Samsung Securities relies on information barriers to control the flow of information contained in one or more areas or groups
within Samsung Securities into other areas or groups of Samsung Securities. Any prices stated in this report are for information purposes only and do not represent valuations
for individual securities or other financial instruments. Samsung Securities makes no representation that any transaction can or could have been effected at those prices and
any prices contained herein may not reflect Samsung Securities' internal books and records or theoretical model-based valuations and may be based on certain assumptions.
Different assumptions by Samsung Securities or any other source may yield substantially different results. Additional information is available upon request.

For reports to be distributed to US:

Securities research is prepared, issued and exclusively distributed by Samsung Securities Co., Ltd., an organization licensed with the Financial Supervisory Service of South
Korea. This research may be distributed in the United States only to major institutional investors as defined in Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as
amended, and may not be circulated to any other person otherwise. All transactions by U.S. investors involving securities discussed in this report must be effected through
Samsung Securities (America) Inc., a broker-dealer registered with the U.S. Securities & Exchange Commission and a member of the Financial Industry Regulatory
Authority/SIPC, and not through any non-U.S. affiliate thereof. The analysts listed [on the front of this report] are employees of Samsung Securities Co., Ltd., or a non-U.S.
affiliate thereof, and are not registered/qualified as research analysts under applicable U.S. rules and regulations and may not be subject to U.S. restrictions on communications
with covered companies, public appearances, and trading securities held by a research analyst account.

For reports to be distributed to UK:

This report is not an invitation nor is it intended to be an inducement to engage in investment activity for the purpose of section 21 of the Financial Services and Markets Act
2000 of the United Kingdom ("FSMA"). To the extent that this report does constitute such an invitation or inducement, it is directed only at (i) persons who are investment
professionals within the meaning of Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001 (as amended) of the United Kingdom (the
"Financial Promotion Order"); (ii) persons who fall within Articles 49(2)(a) to (d) ("high net worth companies, unincorporated associations etc.") of the Financial Promotion
Order; and (iii) any other persons to whom this report can, for the purposes of section 21 of FSMA, otherwise lawfully be made (all such persons together being referred to as
"relevant persons").

Any investment or investment activity to which this report relates is available only to relevant persons and will be engaged in only with relevant persons. Persons who are not
relevant persons must not act or rely on this report.

For reports to be distributed to Korea:
This report is for private circulation only, not for sale, and is issued and distributed only to persons permitted under the laws and regulations of Korea.
For reports to be distributed to Singapore:

This report is provided pursuant to the financial advisory licensing exemption under Regulation 27(1)(e) of the Financial Advisers Regulation of Singapore and accordingly may
only be provided to persons in Singapore who are "institutional investors" as defined in Section 4A of the Securities and Futures Act, Chapter 289 of Singapore. This report is
intended only for the person to whom Samsung Securities has provided this report and such person may not send, forward or transmit in any way this report or any copy of this
report to any other person.

Analyst certification

The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issuers and no part of the compensation of such
analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research report. The analyst(s) principally responsible for the
preparation of this research report receives compensation based on determination by research management and senior management (not including investment banking), based on
the overall revenues, including investment banking revenues of Samsung Securities Co., Ltd. and its related entities and has taken reasonable care to achieve and maintain
independence and objectivity in making any recommendations.
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Copyright © 2010 Samsung Securities Co., Ltd.. All rights reserved. This report or any portion hereof may not be
reprinted, sold or redistributed without the prior written consent of Samsung Securities America Inc.
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