Mirae Asset Sect
Korea Research

MIRAE ASSET
E T PES

Industry Comment

Korea / Construction & Engineering

19 February 2013 UNDERWEIGHT

f§%§ 

Stocks under coverage

Company Rating Price Target price
ARMQIIX|L|012! (028050 KS)  BUY 158,500 200,000
2fE4H (000830 KS) HOLD 65,000 65,000
SiCiZ4A (000720 KS) HOLD 67,900 69,000
CHIARA (000210 KS) HOLD 92,000 89,000
GS Z1M (006360 KS) HOLD 52,800 51,000
LA (012630 KS) HOLD 22,500 21,000
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X[ Saipem(SPMIM)2 4Q12 A&, JGC(1963.JP) 2! Chiyoda(6366.JP)= 3QFY3/13 A1
= &UHE Saipem 2 Xt 1 2 & 2013 A 7I0[HA Sk ZFlN Zost th2 TAS| Ch|
30% Yadh= 27| @012 Ui, JGC 2F Chiyoda 7| 0|2 HA| 22t HE F7| CiH| 24%,

Impact

Saipem, 7|[CH517| BIE 2013 'H 0fd HHIE

Saipem 2| A% 2014 HSE] MoR Z2MESO| £014o)| Chet SR FRI0| sHakl7| Al
Aeh o= offdmlLt, 2013 H2 S35t ofd RHIES T[thioh | SlSCthe B =42l 46%
£ XIXlok= Onshore E&C £22| AOIAUZ0| 22%(4Q1 82%)2 Z=26IHA 4Q12 &0/2t2
0| 53%(4Q11 7.6%)2 siEfeloLt, 2013 H 710[EHA £0[S2 0|ECt: 2 34%01| =1t
17| Iz, 2013 H0jk= Offshore E&C 2 &8 sl ZREES 2SI, Saipem 2 2013
#0[2! 710[HAE X[tel CHH| &t 4201 EURAS0mMN 2 KIAISH AZH2012 EUR902mn, 2013
consensus EUR758mn). =214 Qlsfo] xE 012 247 312 2010 0% 2 7120l &~
ot Z2HESO| 01d0| A 7IHiX| 2 sl=otK| Xob| =

EEio = 31=M| 7itiel7 | B 2013

Saipem 2| 2012 A £F= EURIZAbN(H7% YoY)2 7I=5I%=0|, £3| Offshore(driling +
EQC)ER0| £Z=7} 6A%= 7 |251HA] Onshore E20| X[t 2010 H 62%= XIX[SH Z4nt Chx
2T Ql= M A 20131 43= 2012 it HIZS EURISoN $E02 OAlEIn, AlF =
ENEZSO| LR £lMe ni L} SAEl Z{oz MAb SHKIEE A AR ZIRIKIEC| Bt 7}

St @rlel= B mE 2lA3 2212 BE

JGC Q| 327| A 52 JPY2750on 22 710|HA JPYE00bn CHH| 46%0i S2fet 4 0|
= Z2{0[X[0} Bintulu Z2XE(PY200bn) UF7+ XHET QS #2H OH |2t L] Ell2fAr
oz AUX2| 7tA Z2HE S AA| S2tAlEol SRl 07| MZ. 4Q of = QlE=
HIEE Nghi Son BF Z2HEZ (JPY100bn) Z&6HHZIE 2013/03 SIAKE $3H2 710]
HA0| Ol MY,

Chiyoda | 327| £& 4F | JPY177bn 22 710[EA JPY350bn 2 51%01| Efet 45
OlLt, 4Q0ff 5 QAlzl= HIEH Nghi Son FR4 T2HE(JPY100bn) ZQIA| H7E ol
710[EA0| Z2EE Aoz Y, SIK[EH 7|Chst Q= 33 Browse LNG Z2AMIE, 2U2fj0|X[0}
NG train 9 Z2HE  DXH|T NG Z2HIEQ| EiF X|H7sMS Ziotst 2o

Action and recommendation

ZAEAE UNDERWECGHT S|

FU ZAEAZ0!| ChSH Underweight 20742 QX1 X[H 2011 B AU |LIOIZIS AlRlo=Z LY
e SAISC| SR AXRtEiof 0/0 RE H U= SXIS S| KMxet AN 3 a5 MUS
20|z = A2 E2O| o] A 07t §l= 7|2l 1Rt EX2E7 |20t global =5 &
4 sl 2t =A| 7[QleiCh= T ofol| w2t 22 HAEEC| 0]2] RHIE HIE 20lo]|
b 7|CHZI0| UL} Saipem 2t 20| XIEEHE oS HOiF= Offshore 222 EE6HK| =
ol ZEEMISC] 019 31 £2= Okt HE o~ UCk= i E5| Salf FY0IE =
EHE HMIIN| S35 thY o DHIH0| 2ES #0E ofL2t HEAES| 2IF XiF ZEH0| o
BT Mgt ZIOH| $iFT7t £20ll= downside Ofl 2|AT0| HE FEE ZQ

rol

rol

See the last page of this report for important disclosures



¢
EHMZI Analyst, 3774 1457, sjbyun@miraeasset.com RAE ASSET
21&8t 3774 1782, jeffkim@miraeasset.com ol EH

r_‘.‘_
1x

Figure 1 Saipem’s quarterly earnings

(EUR m) 4011 1012 2012 3012  4Q12(P) QoQ YoY Consensus diff.
Revenue 3,412.0 3,132.0 3,265.0 3,549.0 3,423.0 -3.6 0.3 3,286.0 4.2
Operating Profit 405.0 373.0 389.0 401.0 318.0 -20.7 -21.5 334.0 -4.8
Net Profit 258.0 231.0 242.0 249.0 180.0 -27.7 -30.2 193.4 -6.9
Operating margin 11.9 11.9 11.9 11.3 9.3 -2ppt -2.6ppt 10.2 -0.9ppt
Net Margin 7.6 7.4 7.4 7.0 5.8 -1.8ppt -2.3ppt 5.9 -0.6ppt

Xt&: Saipem, O[2HOIMSH 2| MX|HIE

Figure 2 Saipem’s yearly earnings & guidance

(EUR m) Actual Guidance Consensus
FY2008 FY2009 FY2010 FY2011 FY2012(P) YoY FY2013 FY2013 FY2014

New order 13,860 9,917 12,935 12,505 13,391 7.1

Revenue 10,094 10,292 11,160 12,593 13,369 6.2 13,500 13,556 14,087
Operating Profit 1,084 1,163 1,319 1,493 1,481 -0.8 750 781 1,231
Net Profit 914 732 844 921 902 -2.1 450 444 769
Operating margin 10.7 11.3 11.8 11.9 11.1  -0.8ppt 5.6 5.8 8.7
Net Margin 9.1 7.1 7.6 7.3 6.7 -0.6ppt 3.3 3.3 5.5

Xt2: Saipem, O|2HOIAISH 2| MXMIE

Figure 3 Saipem’s revenue & OP contribution by division

(EUR mn) Revenue Contribution (%0) Operating profit Contribution (%)  Operating margin
Onshore E&C 6,175 | 462 -; 395 26.7 6.4
Onshore Drilling 750 1 5.6 : 103 7.0 13.7
Onshore 6,925 |_ 518 1 498 Y 7.2
Offshore E&C 5,356 40.1 690 1 466 | 12.9
Offshore Drliing 1,088 8.1 293 : 19.8 : 26.9
Offshore 6,444 48.2 983 I_ 664 ! 15.3
Total 13,369 100.0 1,481 100.0 11.1

XI2: Saipem, OIZHOIAISH 2| MX|HIE

Figure 4 Saipem’s revenue & OP margin trends
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Figure 5 JGC’s quarterly earnings
(JPY m) 1QFY3/12 2QFY3/12 3QFY3/12 4QFY3/12 1QFY3/13 20QFY3/13 30QFY3/13 QoQ YoY
Revenue 125,995 129,490 133,876 167,605 138,668 148,415 154,460 4.1 15.4
Gross Profit 20,028 19,856 21,108 25,748 20,857 21,004 20,067 -4.5 -4.9
Operating Profit 15,608 15,050 16,153 20,242 15,931 16,195 15,021 -7.2 -7.0
Pre tax Profit 17,114 14,373 17,496 22,493 14,990 15,808 17,737 12.2 1.4
Net Profit 9,700 9,380 12,030 8,001 10,985 12,074 13,358 10.6 11.0
Gross margin 15.9 15.3 15.8 15.4 15.0 14.2 13.0 -1.2ppt -2.8ppt
Operating margin 12.4 11.6 12.1 12.1 11.5 10.9 9.7 -1.2ppt -2.3ppt
Pre tax margin 13.6 11.1 13.1 13.4 10.8 10.7 11.5 0.8ppt -1.6ppt
Net Margin 7.7 7.2 9.0 4.8 7.9 8.1 8.6 0.5ppt -0.3ppt
& JGC, Do MBH 2| MX|AE
Figure 6 JGC’s yearly earnings & guidance
(IPY m) Actual Guidance Consensus
FY3/2008 FY3/2009 FY3/2010 FY3/2011 FY3/2012 FY3/2013YTD| FY3/2013 | FY3/2013 FY3/2014
New order 402,352 506,135 733,549 618,203 793,278 274,800 600,000
Revenue 551,062 450,911 414,257 447,222 556,966 441,543 600,000 615,736 671,352
Gross Profit 63,700 71,969 60,351 81,398 86,740 61,928
Operating Profit 44,896 52,003 41,919 63,559 67,053 47,147 67,500 70,660 77,756
Pre tax Profit 46,906 49,443 37,851 52,769 71,476 48,535
Net Profit 30,019 31,543 27,112 25,477 39,111 36,417 44,000 46,888 51,351
Gross margin 11.6 16.0 14.6 18.2 15.6 14.0
Operating margin 8.1 11.5 10.1 14.2 12.0 10.7 11.3 11.5 11.6
Pre tax margin 8.5 11.0 9.1 11.8 12.8 11.0
Net Margin 5.4 7.0 6.5 5.7 7.0 8.2 7.3 7.6 7.6
At&: JGC, Bloomberg, OIZHOAISH 2| MX|IMIE]
Figure 7 JGC’s revenue & OP margin trends
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Figure 8 Chiyoda’s quarterly earnings
(JPY m) 10FY3/12 20QFY3/12 30QFY3/12 40QFY3/12 10QFY3/13 20QFY3/13 30FY3/13 Qo0 YoY
Revenue 55,384 54,167 63,027 82,097 73,506 87,216 109,711 25.8 74.1
Gross Profit 7,868 5,510 12,949 12,564 8,816 9,335 12,845 37.6 (0.8)
Operating Profit 4,447 2,001 9,464 8,285 4,562 5,387 8,867 64.6 (6.3)
Pre tax Profit 4,770 1,526 9,303 7,943 5,042 5,193 10,542 103.0 13.3
Net Profit 1,618 1,544 5,482 5,720 2,891 3,235 5,943 83.7 8.4
Gross margin 14.2 10.2 20.5 15.3 12.0 10.7 11.7 1ppt -8.8ppt
Operating margin 8.0 3.7 15.0 10.1 6.2 6.2 8.1 1.9ppt -6.9ppt
Pre tax margin 8.6 2.8 14.8 9.7 6.9 6.0 9.6 3.7ppt -5.2ppt
Net Margin 2.9 2.9 8.7 7.0 3.9 3.7 5.4 1.7ppt -3.3ppt
Xt&: Chiyoda, DJ2HOAISH 2| MXIAIE]
Figure 9 Chiyoda’s yearly earnings & guidance
(JPY m) Actual Guidance Consensus
FY3/2008 FY3/2009 FY3/2010 FY3/2011 FY3/2012 FY3/2013 YTD| FY3/2013 [ FY3/2013 FY3/2014
New order 402,352 506,135 733,549 618,203 793,278 274,800 350,000
Revenue 603,559 446,438 312,985 247,082 254,675 270,433 430,000 415,022 456,157
Gross Profit 20,524 18,977 14,219 31,519 38,891 30,996
Operating Profit 8,839 7,227 1,702 17,544 24,197 18,816 22,500 26,978 31,180
Pre tax Profit 18,989 9,651 4,713 11,476 23,542 20,777
Net Profit 9,640 6,498 2,953 7,979 14,364 12,069 15,000 17,867 20,629
Gross margin 3.4 4.3 4.5 12.8 15.3 11.5
Operating margin 1.5 1.6 0.5 7.1 9.5 7.0 5.2 6.5 6.8
Pre tax margin 3.1 2.2 1.5 4.6 9.2 7.7
Net Margin 1.6 1.5 0.9 3.2 5.6 4.5 3.5 4.3 4.5
XI2: Chiyoda, Bloomberg, O[2{0lAI52 2| ME[4AIE
Figure 10 Chiyoda’s revenue & OP margin trends
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Figure 11 Korea E&C companies’ overseas backlog/revenue ratio
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Figure 12 Korea E&C companies’ PF guarantee maturity (Total of KRW33tn)
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Figure 13 Korea major E&C companies’ conservative guidance for 2013
2012 2013
(KRW bn) = - - ;
Guidance Actual % to Guidance Guidance YoY Consensus Mirae
1) New orders
GS E&C 16,500 9,107 55.2 12,000 (27.3) 11,995
Daelim Industrial 13,700 8,475 61.9 13,000 (5.1) 12,901
Samsung C&T 16,000 13,707 85.7 16,600 3.8 15,051
Hyundai E&C 20,400 21,206 104.0 22,158 8.6 20,381
Samsung Engineering 16,000 13,056 81.6 14,500 (9.4) 15,847
Total 82,600 65,551 79.4 78,358 (5.1) 76,175
2) Revenue
GS E&C 9,517 9,290 97.6 10,560 11.0 10,543 10,759
Daelim Industrial 10,657 10,253 96.2 10,923 2.5 10,791 10,912
Samsung C&T 27,000 25,326 93.8 29,900 10.7 27,860 28,370
Hyundai E&C 13,600 13,325 98.0 13,857 1.9 14,763 14,418
Samsung Engineering 11,500 11,440 99.5 11,600 0.9 12,363 12,624
Total 72,274 69,634 96.3 76,840 6.3 76,320 77,083

Riz: Zb AL Do MSH 2| MX|ME
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Figure 14 MSCI Korea Construction Index & 12M fwd EPS
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Figure 15 Relative P/E valuation vs. KOSPI
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Figure 16 Construction relative P/E trends in 2011 ~ 2013
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Figure 17 Saipem'’s share price trend
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Figure 18 JGC’s share price trend
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Figure 19 Chiyoda’s share price trend
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Figure 20 Valuation table for Korean E&C companies

Company Samsung  Samsung Hyundai Daeli_m GS Hyundai Daewoo Doosan
ENG C&T E&C  Industrial E&C Develop E&C Heavy

Code 028050 000830 000720 000210 006360 012630 047040 034020
Rating BUY HOLD HOLD HOLD HOLD HOLD  Not rated Not rated
Target price (KRW) 200,000 65,000 69,000 89,000 51,000 21,000 N/A N/A
Share price (KRW) 158,500 65,000 67,900 92,000 52,800 22,500 8,940 42,650
Upside(%) 26.2 0.0 1.6 -3.3 -3.4 -6.7 N/A N/A
Market cap (KRWbn) 6,340 10,154 7,583 3,188 2,672 1,696 3,716 4,515
Market cap (US$ m) 5,867 9,396 7,017 2,950 2,473 1,569 3,438 4,178
Foreign ownership (%) 38.9 25.1 23.7 37.1 29.9 49.2 7.1 13.5
Sales (KRW bn) 2010 5,219 22,846 11,217 7,691 8,324 3,502 7,183 7,397
2011 9,298 21,546 11,920 7,988 9,052 4,108 8,298 9,836

2012E 11,440 25,326 13,365 10,220 9,289 3,475 9,286 9,697

2013E 11,660 28,370 14,418 10,912 10,759 3,989 10,659 10,407

Op. profit (KRW bn) 2010 433 857 755 430 594 235 390 482
2011 717 597 754 516 598 403 363 609

2012E 737 632 758 485 102 135 476 635

2013E 718 770 884 516 254 245 553 719

Net income (KRW bn) 2010 855 728 543 352 411 89 858 366
2011 55 409 685 380 427 225 197 376

2012E 520 465 593 388 113 41 304 408

2013E 527 552 719 401 173 131 373 509

ROE (%) 2010 36.0 5.4 14.8 8.6 11.2 3.9 8.9 9.6
2011 38.0 4.3 15.1 8.3 11.3 9.2 5.9 7.8

2012E 29.9 4.2 11.5 7.9 2.9 1.5 8.5 8.2

2013E 24.5 4.7 12.5 7.4 4.5 5.2 9.6 9.6

P/E (x) 2010 21.6 26.3 15.5 11.6 14.7 29.0 10.3 12.2
2011 15.7 26.5 12.3 8.5 11.1 5.7 18.5 11.7

2012E 12.8 22.5 13.9 8.6 25.0 45.7 12.2 10.9

2013E 12.7 19.1 11.3 8.4 15.7 13.1 9.9 8.5

P/B (x) 2010 7.8 1.5 2.3 1.1 1.7 1.1 1.0 1.2
2011 6.0 1.2 1.9 0.8 1.3 0.5 1.1 0.9

2012E 3.8 1.0 1.6 0.7 0.7 0.7 1.0 0.9

2013E 3.1 0.9 1.4 0.7 0.7 0.7 0.9 0.8

EV/EBITDA (x) 2010 14.9 12.1 8.6 9.3 8.4 15.0 9.6 9.3
2011 9.7 19.2 8.8 6.1 7.4 7.0 12.1 9.6

2012E 8.2 17.5 8.5 6.0 20.8 20.2 9.5 8.9

2013E 8.2 15.1 7.5 6.0 11.7 12.7 8.0 8.1

At&: Bloomberg, O[2ZHOIAISH 2| AR |MIE
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Figure 21 Valuation table for Global E&C companies
TECNICAS MAIRE
Company SAIPEM TECHNIP REUNIDAS TECNIMONT FLUOR JGC CHIYODA Toyo
Share price €20.68 €80.16 €38.35 €0.38 $64.5 ¥2,273 ¥1,071 ¥410
Market cap (Local bn) €9.1 €0.1 €2.1 €0.1 $10.7 ¥588.8 ¥278.8 ¥79.0
Market cap (US$ bn) 11.7 11.6 2.7 0.2 10.7 7.4 3.5 1.0
Sales (US$ bn) 2010 14.24 7.67 3.60 3.09 21.19 5.17 3.91 2.00
2011 16.07 8.45 3.40 3.48 23.53 5.58 3.09 2.06
2012E 17.06 10.27 3.43 2.89 27.75 6.96 3.18 3.33
2013E 17.30 11.77 3.69 2.63 29.33 7.49 5.18 3.70
Op. profit (US$ bn) 2010 1.68 0.78 0.20 0.15 0.76 0.52 0.02 0.06
2011 1.91 0.88 0.20 (0.16) 0.97 0.79 0.22 0.07
2012E 1.89 1.01 0.19 (0.24) 1.06 0.84 0.30 0.10
2013E 1.00 1.28 0.21 0.07 1.18 0.88 0.34 0.12
Net income (US$ bn) 2010 1.08 0.52 0.16 0.09 0.38 0.34 0.04 0.03
2011 1.18 0.62 0.17 (0.16) 0.58 0.32 0.10 0.05
2012E 1.15 0.69 0.17 (0.10) 0.37 0.49 0.18 0.05
2013E 0.57 0.89 0.19 0.03 0.70 0.59 0.22 0.08
ROE (%) 2010 20.0 14.4 39.3 17.0 11.2 9.5 3.5 3.5
2011 18.0 14.5 35.2 (39.2) 16.9 14.8 7.1 5.7
2012E 8.3 14.3 34.7 222.5 16.4 15.3 10.2 6.6
2013E 12.6 16.5 31.3 22.0 15.4 15.2 11.3 8.6
P/E (x) 2010 10.0 21.5 15.9 1.5 30.0 24.0 56.0 30.3
2011 10.0 18.6 15.8 (1.1) 19.4 14.1 23.9 19.0
2012E 20.6 17.6 5.5 @.7) 17.5 12.3 15.4 18.4
2013E 12.5 14.0 14.4 &L 5.5 11.2 8.5 13.1
P/B (x) 2010 2.0 3.0 6.1 0.3 3.2 2.2 1.8 1.2
2011 1.7 2.6 5.4 0.5 3.1 2.0 1.7 1.1
2012E 1.7 2.4 5.2 (1.5) 2.8 1.8 1.6 1.1
2013E 1.5 2.1 4.4 (2.2) 2.4 1.6 1.4 1.0
EV/EBITDA (x) 2010 6.0 9.9 9.2 NA 9.6 7.6 7.7 6.9
2011 6.1 9.8 085 NA 7.7 6.1 8.7 8.0
2012E 8.7 8.7 8.7 NA 7.1 4.6 5.1 6.8
2013E 6.3 6.8 7.5 2.4 6.3 3.8 4.1 4.8
Xt=: Bloomberg, O|2HOIMEH 2| Mx|MIE
Mirae Asset Securities 9
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Recommendations

B2 SXIeK (I 7B

Buy : 57| ChH| 2827+ +H0% Xt

Hold : 57| CiH| 537+ £10%0 LA

Reduce : 357t | S5/ 10%2=0t

T 5 SXIoR0| ofst £10%LHS| Z=HR| 20t 7 s

B EXlofd

Overweight : &1 LEXKCHH| +10% Z=at
Neutral : 3 LEBXKRLHH| +10% OJLH
Underweight : &4 28X~ ChH|  10%=2t

Compliance Notice

2 Xz= AR SHEXIE &7| 2101 St 20| 15101 HHEZ=l= XIZ2M Ofiefet ZP0l= SAEPAL CHoHE! 4~ SELICE 2 ZARIZ0| +2E LS2 SAt2MRRED HA 2[R 2ot Xz 5] FEREE HOfEl A
OfLt SAR= 11 EoRo |+ RS 2Eet 4~ SELIEL [ bA Ofiriet ZR0il= = Xiz= T2to| SPEA|R| Znloj| chet A 2 Lipl| oot SEXEE MEE + BEHEL S Xiz= 7 FASAP HEE= HBKIofA| AR |
Seh AR | SELICE XI=0i| ARKE LIBSR 2010| oS Falopi| Hidoht /oM 2fFo| SiEiet (0L 7HY 80| 2d=RISS 20kt

ToL |5
AR AT H

B R reol s et B
= SRt = 42 7t 5 R0 3= SRt &=

REMARK:Korean analyst is only responsible for Korean securities and relevant sectors only.
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