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Target price lowered / Company update

Korea / Chemicals

2 July 2014 BUY

27} 80,000 &
SRHZTH (1 July 2014) 56,800 &
Upside/downside (%) 40.6
KOSPI 1,999.00
A7HE (&) 6,406
5% Z|K/Em 53,900 - 81,200
LLHIECHZ (M) 14.00
Q=221 XI2& (%) 46.3

Forecast earnings & valuation

Fiscal year ending Dec-13 Dec-14 E Dec-15 E Dec-16 E

oo (&%) 31,159 32,162 35,171 38,367
ol (M) 366.0 335.7 952.6 1,167.4
71202 (Mof?) 289.6 314.7 7179 881.1
SH20(2 (M) 289.6 314.7 7179  881.1
EPS () 2,573 2,796 6,377 7,826
EPS HEZ (%) (50.5) 8.7 128.1 22.7
P/E (x) 28.8 20.4 8.9 7.3
EV/EBITDA (x) 14.7 10.7 5.7 4.9
HHE-2UE (%) 1.8 2.6 6.2 7.0
P/B (x) 1.6 1.2 1.1 1.0
ROE (%) 5.4 5.8 12.4 14.1
EXIAZ/RET|RHE (%) 42.3 27.1 18.3 18.2
Change to EPS Dec-13 Dec-14 E Dec-15 E Dec-16 E
BAS (8) 2,573 2,796 6,377 7,826
BHAH (2) 2,573 5,088 9,615 10,728
Performance
(KRW) Price (LHS) Rel. to KOSPI (RHS) (%)
86,000 110
81,000 ]gg
76,000 95
71,000 gg
66,000 80
61,000 75
56,000 n
51,000 60
Jul13 Oct13 Jan14 Apr14
Performance iM 3M 12M
HehpUE (%) 3.3 (7.0) (22.3)
KOSPI CiH| MCH2UE (%) 2.9 (8.1) (29.7)
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See the last page of this report for important disclosures
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Figure 1 Target price calculation
Sustainable ROE (%) 14.1
Cost of equity (%) 95
Long—term growth (%) 2.0
Target P/B (x) 1.6
12m Fwd BPS (KRW) 49,547
Target price (KRW) 80,000
AtE: OlHoNE R 2|AMRIMIE
Figure 2 Key earnings revision
(KRW bn) 2014E 2015E
New Previous %chg New Previous %chg
Sales 32,162 32,312 (0.5) 35,171 35,501 (0.9)
Operating 336 752 (55.4) 953 1,483 (35.8)
profit
Net profit 315 593 (46.9) 718 1,121 (36.0)
OPM (%) 1.0 2.3 (1.3ppt) 2.7 4.2 (1.5ppt)
NPM (%) 1.0 1.8 (0.9ppt) 2.0 3.2 (1.1ppt)
EPS (KRW) 2,796 5,088 (45.0) 6,377 9,615 (33.7)
BPS (KRW) 47,519 48,908 (2.8) 51,576 55,322 (6.8)
At Oz MSH 2l MRIME
Figure 3 P/B band chart
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Figure 4 Asia gasoline and diesel cracks
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Figure 5 PX—Naphtha spread

000 . (USS/MT)

800
700 A
600
500 A
400
300 -
200

100 A

0 T r .
Jan—11 Jan—12 Jan—13 Jan—14

Xi&: Cischem, OZ{OIXSH 2| MX|IE]

Figure 6 Benzene prices (Korea vs USGC)
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1Q13 2Q13 3Q13 4Q13 2013 1Q14  2Q14F 3Q14E  4Q14E 2014E | 1Q15E  2Q15E  3Q15E  4Q15E 2015E

Sales 8,014 6,975 8,126 8,045 31,1589 7,602 8,010 8,229 8,320 32,162 8,514 8,706 8,902 9,050 35,171
Petroleum 6,532 5,704 6,693 6,579 25,509 6,179 6,479 6,641 6,741 26,039 6,875 7,047 7,223 7,368 28,514
Petrochemical 1,049 870 986 994 3,898 895 978 1,011 1,002 3,886 1,016 1,016 1,016 1,016 4,064
Base oil 433 401 447 471 1,752 529 553 577 578 2,237 622 642 662 666 2,593
Operating profit 327 100 25 (86) 366 47 (34) 163 160 336 209 217 275 252 953
Petroleum 131 (59) (169) (225) (322) (52) (127) 15 2 (163) 15 (14) 30 30 61
Petrochemical 182 110 154 121 566 47 29 76 80 232 107 122 132 122 483
Base oil 14 50 40 52 156 53 64 72 78 266 87 109 113 100 409
Net profit 147 (22) 192 (28) 290 26 48 122 120 315 157 163 207 190 718

X12: S—Oil, D|2HoASH 2| MR IME
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Summary financial statements
QAL CHRICHZ=EE
128 ZA (Mg 2013  2014E  2015E  2016E 123 Z (Mei®) 2013  2014E  2015E  2016E
o= 31,159 32,162 35171 38,367 QS 7,913 9,080 10,010 10,635
IHE 27t 30,229 31,244 33592 36,524 SIS YA 585 579 784 565
i&50[2 929 918 1,580 1,842 CH7 |28 XA 362 585 618 622
THijH| b2 | 563 582 627 675 OHERHR 2,707 3,328 3,620 3,974
gejolel (=) 366 336 953 1,167 T XpAR 4,238 4,576 4,978 5,464
ol 366 336 953 1,167 7|EtRS KA 22 11 11 11
&=0| X2l (15) (16) (44) (43) HIF-SXpA 4,008 4,216 4,690 5,518
X|2gaol 7 6 6 6 R 3,760 3,890 4,340 5,140
7|E} 29 82 30 29 EXERpAL 122 122 122 122
MIEAISA A2 387 409 945 1,159 7|EH|R-SKIAt 126 204 227 255
RIS 98 94 227 278 RS 11,921 13,297 14,700 16,153
&7je0l] 290 315 718 881 [EH| 5,885 5,489 5,563 5,716
g7|=019] (X|HHEFXIR) 290 315 718 881 OHURHS 3,037 3,228 3,511 3,854
EPS (XIBiFFXIL, #) 2,573 2,796 6,377 7,826 o122 2,691 2,104 1,895 1,706
7|EFR SEH 157 157 157 157
Z71280HE (%) 2013  2014E  2015E  2016E HISEEY 682 2,266 3,124 3,973
mss7HE (10.3) 3.2 9.4 9.1 71288 520 563 609 659
HES0IAS7E (29.2) (1.2) 721 16.6 7|EH| RS 162 1,704 2,515 3,314
giolelsvte (53.2) (8.3) 183.8 22,5 ERE7 6,567 7,756 8,686 9,689
2710|2487 (50.5) 8.7 128.1 22.7 XU ==X 5,354 5,541 6,014 6,464
EPS &7t2 (50.5) 8.7 128.1 22.7 H|X[HiF=F=X|2 0 0 0 0
iEs02E 3.0 2.9 45 4.8 RHEEA| 5,354 5,541 6,014 6,464
FHoIAE 1.2 1.0 27 3.0 BVPS () 45916 47,519 51,576 55432
g7|x02E 0.9 1.0 2.0 2.3
AtE: S-0il, Ol2HNBE 2IMRIME FHXA| At&: S-0il, OjafofdEd 2l MRIE FFX|
ar=ger=—rr FQEXIX|®
128 ZA (M) 2013  2014E  2015E  2016E 128 ZM 2013  2014E  2015E  2016E
IYsZ 793 190 895 974 X7 |XH20|2UE (%) 5.4 5.8 12.4 14.1
g7lz0lo 290 315 718 881 EXMI0IUE (%) 2.4 25 5.1 5.7
FEAXMAZ] 368 420 400 400 MIXAER 7|7 () 50.5 50.0 496 49.7
7|E (180) 24 (13) (10) IHERHBEEIS7 12 () 33.4 34.2 36.1 36.1
RS Y 316 (569) (210) (297) IHURHTEZRH7 12 () 36.0 35.6 35.0 35.0
Exg (96) (483) (930)  (1,270) EXIUZ/RE7 IXHZ (%) 42.3 27.1 18.3 18.2
PNG=ZSINE (445) (530) (850)  (1,200) O|RH2AHHE (x) 24.0 2.9 21.7 27.0
7|EL 349 47 (80) (70)
e (547) 288 239 78
Cll=r= (309) (126) (245) (431)
RH=2oIE7t (ZA) 0 0 0 0
BEHMASTH (2A) (239) 413 484 509
ESa 434 585 579 784
7|ds= 585 579 784 565

At=: SO, Ol2Hol S 2IMRIME FFX|

At=: S-Oil, DjZHIMSH 2IMRIME] FFXR|
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Recommendations
E=E EXR[A (1E 71%) USH EXjofA
BUY : §37} ChiH| SH#3=7F +10% =t OVERWEIGHT : & =X |ACHH| +10% Zat
HOLD : 37| CHH| 557} +10% O|LH NEUTRAL : 3 SEX|4LHH| +10% O|LY
REDUCE : &7} ChH| =557 10% &=t UNDERWEIGHT : 8 =X ChiH| —10% =}

o, 2E EXfel70l| oI5t +10% L2l x| 2ot 7ks

Compliance Notice

2 Xiz= SXKI2 SHEAIS 57| 206101 At 22Hof| $H510] Hiizh= XIZ2M OfHet ZROl= SAIE7{L CHHE 4= SELICE 2 ZAKIR0| $2E LHE2 SAL 2IMRIIEH M2IE 26t X2 3 FE
| Ol Z0|LE PARE T FEH0|Lt 2FES BEE 4 HSLICH TR, ofiet ZR0l= 2 A== 10| SEEAIQ| Zulof| Chigt X! MelAxHo| chet SEXIZZ AZE 4~ YSLICL S Xiz=

7[R EE= MBKIfIA| AP MSE AHO| SELICE Xi=0fl ARKE LHES2 2010] ol7iS Fats| Bigsin AU, o] et 2oLt 7HY glo| ZE=IRSS 2RIt

[ZFXL: 2]

HE 2R 190144 ! AlZAL YN
z= et z= szt 2=t F= HOo == it z=

Target Price and Recommendation Chart

S-0il (010950 KS)

Date Recommendation 12m target price

(KRW) Stock Price Target Price 2012-08-21 BUY (Initiate) 150,000
2012-09-27 BUY 150,000
164,000 2012-11-22 BUY 150,000
154,000 2012-11-29 BUY 150,000
144,000 -] 2012-12-24 BUY 150,000

134,000 2013-01-24 BUY 130,000 (Down)
124000 2013-02-01 BUY 130,000

114000 2013-03-27 BUY 120,000 (Down)
104000 2013-05-02 BUY 120,000

' 2013-07-12 BUY 90,000 (Down)
94,000 ‘—\ 2013-07-25 BUY 90,000

84,000 2013-08-14 BUY 100,000 (Up)

74,000 2013-09-13 BUY 100,000
64,000 w w w - 2013-10-25 BUY 100,000
Jul12 Jan13 Jul13 Jan14 2014-01-10 BUY 100,000
2014-03-03 BUY 100,000

2014-04-25 BUY 90,000 (Down)

2014-07-02 BUY 80,000 (Down)
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