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Korea / Engineering & Construction

11 April 2013 HOLD

2HZ7} 33,000 ¥
SRNZ=T} (10 Apr 13) 49,400 &
Upside/downside(%) (33.2)
KOSPI 1935.58
AI715% (M) 2,519
52 2= X|KN/Z|D 47,150 - 95,400
U7 (M) 20.8
QI XI2E (%) 26.4

Forecast earning & valuation

Fiscal year ending Dec-12 Dec-13 Dec-14 Dec-15

oty (A2f#) 9,280 9,239 11,190 1
Hf0(2! (Alotg) 102.3 (786.4)  347.0
XHIZEZ=20(2) (Af®l) 107.5 (666.7)  168.6
EPS (&) 2,107 (13,073) 3,307
EPS MEZ (%) (74.6) (720.4) (125.3)
P/E (x) 27.2 (3.8) 14.9
P/B (x) 0.8 0.8 0.8
EV/EBITDA (x) 222 (5.9 10.4
HSI201= (%) 0.4 NA 0.5
ROE (%) 2.9 (20.0) 5.5
ROA (%) 1.0  (5.6) 1.4
RIUIZ/XIZXHR (%)  22.1 53.1 49.3
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Figure 1 GS E&C’s new guidance and consensus
Actual Guidance Consensus
(KRW bn, %)
2009A 2010A 2011A 2012A 2013E 2014E 2013E 2014E
New order 12,861.5 14,105.3 13,252.6 9,106.9 12,000.0
Revenue 7,614.5 8,323.6 9,052.2 9,289.4 10,560.0 10,374.9 11,188.3
Gross profit 1,029.9 1,121.1 1,028.7 705.7 949.3 1,078.6
Operating profit 610.7 594.1 394.9 132.6 (798.8) 297.7 303.3 429.7
Pre-tax profit 519.4 541.7 563.6 174.0 (905.6) 200.0 291.8 423.0
Net profit 378.6 401.6 423.7 107.5 204 310
Gross margin 13.5 13.5 11.4 7.6 9.1 9.6
Operating margin 8.0 7.1 4.4 1.4 2.9 3.8
Pre-tax margin 6.8 6.5 6.2 1.9 2.8 3.8
Net margin 5.0 4.8 4.7 1.2 2.0 2.8
Atz GS 44, O2HOASHE 2| MX[AIE
Figure 2 GS E&C’s ongoing projects
Project Country co:t:act completion KRW bn 20800 2011 2052 2013 2015 2015
ate 1Q 2Q 3Q 4Q|1Q 20Q 3Q 4Q|1Q 2Q 3Q 4Q|1Q 20Q 3Q 4Q[1Q 2Q 3Q 4Q|1Q 2Q 3Q 4Q
UHV Plant Project Thailand 2012-09 2015-08 690
Rabigh II Project UO1 Saudi Arabia 2012-06 2015-05 1,376
Rabigh II Project(CP-3/4) Saudi Arabia 2012-06 2015-05 639
Ng Teng Fong Hospital Singapore 2012-05 2015-01 608
PP-12 CCPP Saudi Arabia 2012-05 2015-05 705
Cilacap RFCC Project Indonesia 2011-09 2014-12 650
KOC Wara Pressure Maintenance Project  Kuwait 2011-09 2014-09 489
UGCC Ethylene Plant Uzbekistan 2011-08 2015-09 690
KNPC NLTF Project Kuwait 2011-04 2014-08 612
IPCEVA Saudi Arabia 2010-12 2013-08 438
Takreer Inter Refinery Pipeline-2 UAE 2010-10 2014-03 702
Black Gold Project Canada 2010-08 2014-01 436
Barka3 IPP Project Oman 2010-07 2013-04 382
Sohar2 IPP Project Oman 2010-07 2013-04 326
Oman SNDC Phase-1 Project Oman 2010-01 2013-12 306
Ruwais Refinery Expansion -PKG 7 UAE 2009-12 2014-02 597
Ruwais Refinery Expansion -PKG 2 UAE 2009-11 2014-01 3,525
Ruwais 4th NGL Project(JV) UAE 2009-07 2013-07 1,226
PTTLNG Project Thailand 2008-02 2012-12 575
ERC Refinery Project Egypt 2007-09 2016-08 2,231
Laffan Refinery Project Qatar 2005-04 2012-12 410
Xt&Z: MEED Projects, O|2{oiAISH 2| X[ HIE]
Figure 3 Quarterly earnings review
(KRWbn, %) 1Q12 4Q12 1Q13(P) QoQ YoY Mirae diff. Consensus diff.
Revenue 2,108.4 2,424.8 1,823.9 (24.8) (13.5) 2,415.4 (24.5) 2,356.3 (22.6)
Gross profit 215.2 55.6 (379.0) (781.9) TN 186.9 N
Operating profit 93.3 (80.4) (535.4) 566.3 TN 54.0 TN 69.4 TN
Pre-tax profit 102.5 (96.5) (509.3) 427.7 TN 65.5 TN 58.6 TN
Net profit 73.2 (74.5) (386.0) 417.9 TN 47.7 TN 44.1 TN
Gross margin 10.2 2.3 (20.8) -23.1%p -31%p 7.7 -28.5%p
Operating margin 4.4 (3.3) (28.8) -25.5%p -33.2%p 2.2 -31%p 2.9 (31.8)
Pre-tax margin 4.9 (4.0) (27.9) -23.9%p -32.8%p 2.7 -30.6%p 2.5 (30.4)
Net margin 3.5 (3.1) (21.2) -18.1%p -24.6%p 2.0 -23.1%p 1.9 (23.0)

At=: GS 4, DlH0IAISH 2l MRME
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Figure 4 Earnings forecast change
oid New Change
(KRW bn, %) 2013E 2014E 2015E 2013E 2014E 2015E 2013E 2014E 2015E
New orders 11,995.2 12,287.5 12,648.7 11,895.1 12,188.4 12,550.7 (0.8) (0.8) (0.8)
Revenue 10,758.9 11,475.7 12,136.9 9,239.4 11,189.7 11,875.4 (14.1) (2.5) 2.2)
Gross profit 845.0 931.8 1,014.6 (250.0) 897.5 994.2 ™ (3.7) (2.0)
Operating profit 214.2 348.9 428.9 (826.4) 307.0 398.9 ™ (12.0) (7.0)
Pre-tax profit 234.2 354.9 434.5 (879.7) 222.5 304.2 TN (37.3) (30.0)
Net profit 170.7 258.7 316.7 (666.7) 168.6 230.5 TN (34.8) (27.2)
Gross margin 10.3 10.3 10.2 (2.7) 8.0 8.4 -13ppt -2.3ppt -1.9ppt
Operating margir 2.0 3.0 3.5 (8.9) 2.7 3.4 -10.9ppt -0.3ppt -0.2ppt
Pre-tax margin 5.3 5.5 5.6 (9.5) 2.0 2.6 -14.8ppt -3.5ppt -3ppt
Net margin 3.8 4.0 4.1 (7.2) 1.5 1.9 -11.1ppt -2.5ppt -2.1ppt
At GS 44, o2Ho MBS 2| MR
Figure 5 Quarterly earnings
(KRW bn, %) 1Q12 2Q12 3Q12 4Q12 1Q13P 2Q13E 3Q13E 4Q13E
Revenue 2,108.4 2,354.9 2,401.3 2,424.8 1,823.9 2,309.8 2,263.6 2,842.0
Gross profit 215.2 254.7 180.2 55.6 (379.0) 0.0 2.3 126.7
Operating profit 93.3 70.8 48.9 (80.4) (535.4) (130.0) (137.7) (23.3)
Pre-tax profit 102.5 110.3 57.7 (96.5) (509.3) (159.6) (164.0) (46.8)
Net profit 73.2 72.1 36.7 (74.5) (386.0) (121.0) (124.3) (35.5)
Gross margin 10.2 10.8 7.5 2.3 (20.8) 0.0 0.1 4.5
Operating margin 4.4 3.0 2.0 (3.3) (29.4) (5.6) (6.1) (0.8)
Pre-tax margin 4.9 4.7 2.4 (4.0) (27.9) (6.9) (7.2) (1.6)
Net margin 3.5 3.1 1.5 3.1) (21.2) (5.2) (5.5) 1.2)
At GS 44, Ol AIESd 2l MR
Figure 6 GS E&C valuation based on P/E
(KRW bn, x) Value Weight Remarks
EPS(2013E) (13,073) 0%
EPS(2014E) 3,307 100%
Weighted EPS 3,307
Target P/E (x) 10.0 Construction sector target P/E
Fair price 33,067
Target Price 33,000
Current price 49,400
Up(Down)side (%) (33.2)
At GS 44, Ojefof|AE3 2l MR
Figure 7 GS E&C valuation based on P/B
(%, KRW) Value Remarks
ROE 6.1 Average of FY2014 and FY2015
COE 11.3 Rf 3%, Risk Premium 6.2%, beta 1.34
Target P/B (x, a) 0.54 (ROE-g)/(COE-g), g=0%
BPS(FY2014,b) 62,091
Fair Price 33,267 =a*b
Target Price 33,000
Current price 49,400
Up(Down)side (%) (33.2)

Xt=: GS 4, nl2Hol S H 2| MR
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Figure 8 P/E band chart
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Figure 9 P/B band chart
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Summary financial statements

QA

12 8 ZA (HAR) 2012E 2013E 2014E  2015E
(ESL] 9,289 9,239 11,190 11,875
eIV (8,584) (9,489) (10,292) (10,881)
E=0(o 706 (250) 898 994
THiH|2f2t2 | (573)  (576)  (590)  (595)
ol (=F) 133 (826) 307 399
ol 102 (786) 347 419
«=0|Xtel (24)  (113) (99) (89)
X0l @) 2 2 2
7|E 98 17 (28) (28)
MITAS AL L2 174 (880) 223 304
HOIMHIE (61) 203 (51) (70)
g7l=0l 113 (677) 171 234
2710l (XIuiFEF=XIR) 107  (667) 169 231
EPS (X|ti==XI2, &) 2,107 (13,073) 3,307 4,520
&7k & ol (%) 2012E 2013E 2014E 2015E
&l 37t 2.6 (0.5) 211 6.1
&0l B7F2 (31.4) (135.4) (458.9) 10.8
Felolel Bt (82.9) (868.4) (144.1) 20.7
g7l&0l2 57t (74.6) (720.4) (125.3) 36.7
EPS &7t (74.6) (720.4) (125.3) 36.7
&0 7.6 (2.7) 8.0 8.4
gelolels 1.1 (8.5) 3.1 35
g7z=0|dE 1.2 (7.2) 1.5 1.9
SI35EnR

1278 ZA (M) 2012E  2013E  2014E  2015E
goisz (150)  (730) 178 445
o120 113 (677) 171 234
SOSRIAMZH| 69 60 60 60
7|Et 205 38 42 44
2T x2S L (537) (151) (95) 107
Exszg (383) (136) (150) (157)
PNG=ESINE (67) (52) (63) (67)
7|E} (317) (84) (87) (90)
pul=F=1 456 987 (213)
=S (50) (13) (13)
2olE7t (L)

BBt (EA) 522 1,000 (200)
e = 1,488 1,418 1,539 1,566
7|2siz 1,418 1,539 1,566 1,641
A= GS 4, OjefofAEd 2l MRIME FFEX|

s a4 MIRAE AsseT”

006360 KS nieyopst e
CHRICHZ=R&
123 AL (M) 2012E  2013E  2014E  2015E
SEXpA 7,886 8,336 8,749 9,110
SIS T MRpAL 1,418 1,539 1,566 1,641
S == N, 308 320 333 347
Oi=SxH# 4,668 4,983 5,329 5,588
THILRFAE 571 564 580 585
7|EFR SR 922 931 940 949
HIRSXR 3,996 4,063 4,143 4,228
FERIA 2,281 2277 2284 2,294
NN, 309 322 335 349
7 |EtH|RSKH 1,405 1,464 1,524 1,586
AhaEEA 11,882 12,399 12,891 13,338
K2 5,423 5,589 6,065 6,444
OH URHF 2,392 2,367 2,435 2,584
o |28 1,132 1,132 1,332 1,332
7|EtRSEAH 1,900 2,090 2,299 2,529
HIFSEX 2,477 3,518 3,362 3,208
71388 1,476 2,476 2,276 2,076
7|Et| SR 1,001 1,041 1,086 1,132
%! 7,900 9,106 9,427 9,653
PN RSN 3,685 2995 3,167 3,388
HIX | X 297 297 297 297
AESA 3,982 3,293 3,464 3,685
BVPS (&) 72,256 58,734 62,091 66,431
FREXIX|E
128 #M 2012E  2013E  2014E  2015E
XI7|XH20[2UZ (%) 29 (200 55 7.0
EXIA0[2IE (%) 1.0 (5.6) 1.4 1.8
THIRIA HS7|7H () 22.7 21.8 20.3 19.5
D& 34712 () 177 191 168 168
OHRURHS ZRH7|2H () 104 915 85.1 84.2
EXUF/A X2 (%) 22.1 53.1 49.3 38.5
O|Xt=E &tlE (x) 43 (7.0) 35 4.7

At GS 4, DjefoAEE 2l MRIE FFEX|
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Recommendations

B2 ExjolA (78 75 S5 Fxioi
BUY : $1357} CiH| 2827+ +0% Xt

Hold : $1257} CHH | 227} +10%0 |

Reduce : $1557} OiH| 2EZ7t  10%=1}

o 2E EXtol7A0l Ofst +10%LH0| ZER| 2t 7Ks

Overweight : 31 RIZXCHH| +10% =1t
Neutral : 31 ISX|>LHH| £10% O|LH
Underweight : &1 2IZ X4 CHH|  10%=1t

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

Target Price and Recommendation Chart

Stock Price & Target Price Trend = Stock Price = Target Price GS 74X (006360 KS)
m B - Buy = H - Hold m R - Reduce
Date Recommendation 12m target price

160000.00 - 2009-07-31 BUY(Initiate) 81,000
2009-09-28 BUY 81,000

140000.00 1 2009-09-30 BUY 84,000(Up)
2009-10-21 HOLD 107,000(Up)

120000.00 1 2009-10-28 HOLD 107,000
2010-02-03 HOLD 107,000

100000.00 1 2010-04-22 HOLD 99,000(Down)
2010-10-27 HOLD 99,000

] 2011-01-28 HOLD 131,000(Up)
80000.00 2012-02-03 HOLD 131,000
] 2012-04-19 HOLD 100,000(Down)

60000.00 2012-05-24 HOLD 100,000
2013-04-11 HOLD 33,000(Down)

40000.00 1

20000.00 1

0.00 T T T T T T T T T
Aug-08 Feb-09 Aug-09 Feb-10 Aug-10 Feb-11 Aug-11 Feb-12 Aug-12 Feb-13
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