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Simmtech (222800) 

After a storm comes a calm 

 

 

● We initiate coverage of Simmtech at BUY with a target price of KRW10,000. The 

firm was spun off from the old Simmtech (now Simmtech Holdings) in Jul 2015. 

● Rising utilization should boost top-line growth and maximize operating leverage. 
● Package substrate manufactures’ sales recently stopped shrinking y-y, prompting 

shares to rally.  

 

WHAT’S THE STORY? 

Shares excessively discounted: Simmtech adopted a holding company structure in 
Jul 2015, changing its name to Simmtech Holdings and spinning off an operating entity 
called Simmtech. We initiate coverage of Simmtech at BUY with a 12-month target price 
of KRW10,000. Shares are trading at a mere 5.1x 2016 P/E, which we find excessively 
discounted even allowing for concerns over anemic growth of the mobile-device market. 
Product-mix improvement, market-share gains, and rising utilization should conspire to 
give sales growth momentum. As earnings should normalize this year and EPS grow 15% 
in 2017, we believe shares will rise to trade at the former entity’s 10-year average P/E of 
8x. In our view, upside of 47% (as implied by our target price) makes the stock worth a 
punt despite industry-related risks. 

Time to accumulate shares: After having been battered by downstream weakness, 
shares in package substrate makers (including Simmtech) recently began to rebound. 
Simmtech’s sales, although not impressive, have stopped shrinking y-y and are showing 
signs of recovery. Also, restructuring-related volatility has dissipated, and the firm has 
now released its first full-quarter earnings after re-listing. We believe shares are in a good 
position to rerate. 

Catching up quickly: Every package substrate makers is struggling with soft growth in 
the PC and mobile markets. To cope with this, the market leaders are broadening their 
product portfolios, gaining growth at the expense of ASP. Simmtech’s ASP, however, is 
trending up on the production of FC-CSPs and SIPs and stable utilization—the latter 
thanks to stable sales of memory-use PCBs amid increasing demand for SSDs and servers. 

To maximize operating leverage: As Simmtech’s variable portion of costs are low, 
the firm enjoys considerable operating leverage when sales growth is strong. We believe 
earnings will pick up momentum this year, as: 1) fixed costs have remained flat after the 
focus of production shifted to package substrates in 2014; and 2) interest expenses should 
fall sharply, with EBITDA coming in at around 40% of net debt. Simmtech is also likely to 
resume paying dividends. 
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Valuation: Shares undervalued 

As growth of the smartphone market has sharply slowed since 2015, related concerns and stiffening 

competition in the semiconductor package market have been rising. Nevertheless, we believe shares 

in Simmtech have been punished excessively due to market participants’ top-down approach. The 

stock is trading at a 2016 P/E of 5.1x, the lower end of its historical band—despite having recovered 

19% in February mtd. As the firm’s product mix is improving and its utilization rising (via a market-

share recovery), sales look set to grow, boding well for the stock. 

Thank to deterioration of market sentiment, we believe investors have a chance to take a trading 

approach to Simmtech—though we acknowledge that this opportunity should only be viable in the 

short term and understand that the market has little interest in the traditional IT hardware PCB 

maker. Still, in our view, share-price upside of 47% (which assumes a discount to peers will dissipate) 

makes the stock worth a punt despite industry-related risks. We reinstate coverage of Simmtech at 

BUY with a target price of KRW10,000. 

Our target price is based on 7.5x 2016 EPS of KRW1,329, the 11-year average multiple at which 

shares have traded (ie, the original entity before restructuring and the operating entity since it was 

spun off), which we believe is justified given that the firm’s earnings structure should normalize in 

2016, engendering further EPS growth. Shares are trading at 0.9x P/B, an all-time low (excluding 

2009, when a derivatives-related crisis threatened the firm’s survival) and similar to the multiple at 

which they traded in 2013, when the firm made a net loss due to a fire. We find Simmtech severely 

undervalued, even next to other global package substrate makers. 

Nevertheless, we believe the industry environment needs to change if shares are to rise to trade above 

7.5x P/E. In our view, stiffening competition amid slowing growth and the introduction of fan-out 

packaging technology (with does not utilize substrates) will cap semiconductor substrate makers’ 

valuations.  

 
  

Table 1. Target-price calculation 

(KRW) 

2016E EPS 1,329

Target P/E (x) 7.5

Fair value 9,965

Target price 10,000 

Current share price 6,800

Upside 47.1%

Source: Samsung Securities 
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Figure 1. Forward P/E ratio 

 

Source: WiseFn, Samsung Securities 
  

Figure 2. Forward P/B ratio  

 

Source: WiseFn, Samsung Securities 
     

Figure 3. PCB firms: P/B vs ROE Figure 4. PCB firms: P/E vs EPS growth 

  

Source: Bloomberg, Samsung Securities Source: Bloomberg, Samsung Securities 
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Shares in good position to rerate 

Despite lackluster conditions in downstream industries, we see three reasons to buy Simmtech. 

First, shares appear to have largely priced in downstream-related risk over a long period. Shares in 

Taiwanese semiconductor packaging manufacturer Kinsus, which is threatened directly by fan-out 

technology, have been recovering recently. Among Korean players, such package substrate makers as 

Korea Circuit and Daeduck Electronics have also seen shares bounce back recently. 

Second, Simmtech’s sales have stopped shrinking y-y and are showing signs that they might grow. 

Kinsus’ sales have also stopped contracting since 2H15. Risk to Simmtech’s 1H sales should be 

limited given that Samsung Electronics has started acquiring parts for its next flagship models in 1Q 

(ie, earlier than usual) and Chinese smartphone makers pared inventories in 2H15 after cutting 

growth forecasts . 

Third, volatility related to the shift to a holding company structure has dissipated, and Simmtech has 

released its first full-quarter earnings after re-listing. We believe shares are in a good position to 

rerate. 

 
     

Table 2. PCB firms: Share-price performances 

Company Ticker 1 month 3 months 6 months 1 year 

Unimicron 3037 TT  25.3 6.6 15.0 (26.6) 

Ibiden 4062 JP  (15.3) (29.0) (32.5) (30.2) 

Semco 009150 KS  5.2 (10.6) 7.1 (11.0) 

Shinko 6967 JP  (7.3) (17.2) (27.8) (28.9) 

Kinsus 3189 TT  17.7 21.5 20.2 (25.9) 

LG Innotek  011070 KS  (1.0) (4.9) (4.1) (17.3) 

Simmtech 222800 KS  13.3 (2.3) (50.2) N/A 

Daeduck 008060 KS  2.7 8.1 0.1 (17.7) 

Korea Circuit 007810 KS  16.2 22.9 30.1 (8.6) 

Source: Bloomberg, Samsung Securities 

Figure 5. Kinsus: Sales vs share price 

 

Source: Company data, Samsung Securities 
     

Figure 6. Simmtech: Sales vs share price Figure 7. Simmtech: Operating profit vs share price 
  

Note: Based on original entity until 3Q15, operating entity from 3Q15  

Source: Company data, Samsung Securities estimates 

Note: Based on original entity until 3Q15, operating entity from 3Q15  

Source: Company data, Samsung Securities estimates 
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Catching up quickly 

Catching up in product mix: All package substrate makers are struggling with soft growth in the 

PC and mobile-device markets. But each firm’s situation is unique given its unique product mix.  

Simmtech looks better positioned than its rivals are in terms of ASP. While industry leaders with 

strength in high-end products are seeing ASPs decline as they diversify into lower-end items to 

maintain utilization, Simmtech’s ASP is rising on the firm’s addition of FC-CSP and SIP substrates to 

its offering. Whereas industry leaders are supplying semiconductor-use FC-CSPs for use in Apple’s 

and Samsung Electronics’ high-end smartphones—demand for which has stalled—Simmtech serves 

companies in Greater China that make semiconductors for low-end smart devices. SIP substrates, for 

which demand recently began growing, are weighing on leading rivals’ ASPs, but boosting 

Simmtech’s. 

Simmtech also looks well placed in terms utilization. Most substrate firms are looking to maintain 

utilization by producing more HDIs and FPCBs, margins on which have already narrowed 

dramatically. This should ultimately erode overall margins. In contrast, Simmtech manufactures 

memory modules, which offer low margins but constitute a stable, oligopolistic market. Simmtech’s 

prospects look solid given growth in demand for SSD-module and server-module PCBs.  

 
  

Figure 8. PCB firms: Product-mix changes 

 

Source: Samsung Securities 

 
  

Table 3. PCB firms: Growth strategies 

 Issue Enhancing product mix Boosting utilization

Ibiden FC-BGA profitability weakening  SIP, RF module

Semco 
Failed to increase share of FC-BGA segment; 

FC-CSP risk rises 
FC-BGA, Coreless BGA SSD

Shinko Failed to increase share of FC-CSP segment Coreless BGA 

Kinsus FC-CSP risk rises  SIP, PA substrate, FPCB

Unimicron  Coreless BGA HDI 

LG Innotek  FC-CSP risk rises Coreless BGA SIP

Simmtech Memory segment weak FC-CSP, SIP SSD, Server

Daeduck 
SEC smartphone shipments declining; 

memory segment weak 
FC-CSP, SIP 

Korea Circuit 
SEC smartphone shipments declining; 

memory segment weak 
Thin BGA, FC-CSP RFPCB

Note: PCB and package segments only 

Source: Samsung Securities 
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Figure 9. PCB firms: Product mixes in 2015 

 

Note: FY15 results or FY15 estimates 

Source: Samsung Securities estimates 
  

Figure 10. PCB firms: PCB sales and PCB portion of sales 

 

Note: FY15 results or FY15 estimates 

Source: Samsung Securities estimates 

 

By segment, competition in 2016 should be fiercest in FC-CSPs. Samsung Electro-Mechanics and 

leading Japanese firms are knocking on the door of the crowded FC-CSP market in a bid to make up 

for weakness in demand for PC-use FC-BGA substrates (which require advanced technology). Korean 

package substrate firms that have made relatively lower-priced BGA substrates see FC-CSPs as a 

challenging yet attractive market they simply cannot give up on. 

However, the FC-CSP segment has been hit hardest by the smartphone market stagnating. Demand 

from Qualcomm and MediaTek has already diminished, while Apple—another major FC-CSP client—

has decided to adopt a fan-out packaging method that does not utilize FC-CSPs (spelling another 

drop in demand).  

Against this backdrop, major players are turning their eyes to two markets. One is ultrathin BGAs 

(also called coreless or thin-core BGAs), which is likely to attract high-end substrate firms that want 

to improve product mix and meet their customers demand for thinner devices. The other is SIP 

substrates, which are increasingly replacing HDI substrates in wearable devices and Internet-of-

Things modules.  
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Catching up in market share: Although Simmtech controls in excess of 30% of the global 

market for PC-use semiconductor substrates (ie, memory module PCBs and BOC substrates), the 

arrival of new applications (eg, smartphones and SSDs) has presented new challenges. Of note, brisk 

growth in the firm’s sales of SSD module PCB substrates, and server module PCB and MCP 

substrates outpaced growth in downstream markets last year—suggesting the firm has gained market 

share in the new applications. In contrast to the concerns of some market watchers, we expect 

Simmtech’s mobile-use MCP substrate sales to grow more quickly than the downstream sector does 

this year. 

Besides, ongoing migration to new DDR technology—in which Simmtech has an edge over its rivals—

should provide the firm with an opportunity.  

 
     

Figure 11. SSD module PCBs: Sales vs shipments Figure 12. Server module PCBs: Sales vs shipments 

  

Note: Based on original entity until 3Q15, operating entity from 3Q15  

Data: Samsung Securities estimates 
Note: Based on original entity until 3Q15, operating entity from 3Q15 

Data: Samsung Securities estimates 
     

Figure 13. MCP sales vs smartphone shipments Figure 14. DDR technology: Operating margin 

  

Note: Based on original entity until 3Q15, operating entity from 3Q15  

Data: Samsung Securities estimates 
Note: Based on original entity until 3Q15, operating entity from 3Q15  

Data: Samsung Securities estimates 
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To maximize operating leverage 

Steady top-line growth should give us confidence that Simmtech’s operating margin will improve, 

because the top-line is critical to broadly all of the firm’s financials. The chart below shows a clear 

correlation between Simmtech’s sales growth and operating profit. After shifting the focus of its 

production to package substrates in 2014, the firm has achieved steady growth in utilization and sales 

without having to make additional investments, paving the way for dramatic improvement in 

profitability. We do expect Simmtech to enjoy operating leverage until 2017 without any rise in fixed 

costs, thanks to rising utilization rates and higher ASPs. 

Though the firm’s post-spinoff debt levels may look burdensome, we expect debt to decline rapidly 

on annual EBITDA reaching as high as 40% of net debt. We estimate that Simmtech’s net debt-to-

equity ratio will fall from around 130% in 2015 to below 60% in 2017 based on high growth in ROE 

and net profit. 

Furthermore, Simmtech is likely to resume paying dividends on its turn to a net profit and thanks to 

the adoption of a holding company structure. Although dividends are not a matter of interest at this 

time of year, a payout ratio of 20% (implying a dividend yield of 4% at the current share price) would 

justify a rerating. 

 
     

Figure 15. Sales growth vs operating margin Figure 16. Impact of interest expenses on net profit 

  

Note: Based on original entity until 3Q15, operating entity from 3Q15  

Data: Samsung Securities estimates 

Note: Based on original entity until 3Q15, operating entity from 3Q15 

*Portion of change in net income attributable to change in interest 

expenses  

Data: Samsung Securities estimates 

 
  

Table 4. Dividend payout scenarios 

 DPS 10% DPS 15% DPS 20% DPS 25% DPS 30%

Dividend yield (current price)* 2.0% 2.9% 3.9% 4.9% 5.9%

Dividend yield (target price) 1.3% 2.0% 2.7% 3.3% 4.0%

Note: *P/E of 5.1x 

Source: Samsung Securities estimates 
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4Q results in-line 

Sales and operating profit at Simmtech grew 10% and 33% q-q, respectively, to KRW208.4b and 

KRW12b in 4Q. Despite lackluster sales of PCBs for SSD and server modules, operating results were 

in line thanks to: 1) the start of PC-use DDR4 module PCB sales; and 2) a recovery in sales of package 

substrates (which dipped in 3Q).  

 
  

Table 5. 4Q result 

(KRWb) 4Q15 3Q15 4Q14 Chg 

 (% q-q) (% y-y)

Sales 208.4 190.0 188.4 9.7 10.6 

Operating profit 12.0 9.0 12.3 33.3 (2.5)

Pre-tax profit 9.1 3.0 11.2 202.3 (18.4)

Net profit 8.1 2.3 12.7 255.2 (36.1)

Margins (%) 

Operating profit 5.8 4.7 6.5 

Pre-tax profit 4.4 1.6 5.9 

Net profit 3.9 1.2 6.8 

Note: Based on original entity until 3Q15, operating entity from 3Q15 

Data: Samsung Securities estimates 

 
  

Table 6. 1Q16 forecasts 

(KRWb) 1Q16E 4Q15 1Q15 Chg 

 (% q-q) (% y-y)

Sales 178.3 208.4 166.7 (14.5) 7.0 

Operating profit 7.2 12.0 3.1 (39.7) 131.6 

Pre-tax profit 4.7 9.1 0.3 (48.3) 1,766.9 

Net profit 3.8 8.1 0.3 (53.6) 1,239.9 

Margins (%) 

Operating profit 4.1 5.8 1.9 

Pre-tax profit 2.6 4.4 0.2 

Net profit 2.1 3.9 0.2 

Note: Based on original entity until 3Q15, operating entity from 3Q15  

Data: Samsung Securities estimates 

 
  

Table 7. Results and forecasts (as reported by company) 

(KRWb) 1Q15 2Q15 3Q15 4Q15 1Q16E 2Q16E 3Q16E 4Q16E 2015 2016E 2017E

Sales 187.2 208.4 178.3 197.1 205.9 210.0 395.6 791.3 807.8 

Module PCB 63.3 76.3 62.5 76.8 76.9 78.5 139.6 294.6 301.1 

Package substrate 118.6 122.6 112.7 117.1 125.7 128.8 241.2 484.3 494.6 

Other 5.3 6.4 3.0 3.3 3.4 2.7 11.7 12.4 12.1 

Operating profit 7.4 12.0 7.2 10.8 12.8 15.4 19.4 46.2 50.9 

Pre-tax profit 3.0 9.1 4.7 8.3 10.4 13.1 11.9 36.4 41.9 

Net profit 2.3 8.1 3.8 6.7 8.3 10.4 10.3 29.2 33.5 

Margins (%)     

Operating profit 3.9 5.8 4.1 5.5 6.2 7.3 4.9 5.8 6.3 

Pre-tax profit 1.6 4.4 2.6 4.2 5.0 6.2 3.0 4.6 5.2 

Net profit 1.2 3.9 2.1 3.4 4.0 5.0 2.6 3.7 4.1 

Data: Samsung Securities estimates 
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Table 8. Results and forecasts (including pre-split results) 

(KRWb) 1Q15 2Q15 3Q15 4Q15 1Q16E 2Q16E 3Q16E 4Q16E 2015 2016E 2017E

Sales 166.7 186.6 190.0 208.4 178.3 197.1 205.9 210.0 751.6 791.3 807.8 

Module PCB 67.5 69.9 63.3 76.3 62.5 76.8 76.9 78.5 277.0 294.6 301.1 

Package substrate 95.9 113.6 118.6 122.6 112.7 117.1 125.7 128.8 450.7 484.3 494.6 

Other 3.3 3.1 5.2 6.4 3.0 3.3 3.4 2.7 18.0 12.4 12.1 

Operating profit 3.1 6.2 9.0 12.0 7.2 10.8 12.8 15.4 30.4 46.2 50.9 

Pre-tax profit 0.3 7.0 3.0 9.1 4.7 8.3 10.4 13.1 19.4 36.4 41.9 

Net profit 0.3 4.2 2.3 8.1 3.8 6.7 8.3 10.4 14.9 29.2 33.5 

Margins (%)     

Operating profit 1.9 3.3 4.7 5.8 4.1 5.5 6.2 7.3 4.0 5.8 6.3 

Pre-tax profit 0.2 3.8 1.6 4.4 2.6 4.2 5.0 6.2 2.6 4.6 5.2 

Net profit 0.2 2.2 1.2 3.9 2.1 3.4 4.0 5.0 2.0 3.7 4.1 

Note: Based on original entity until 3Q15, operating entity from 3Q15. 

Data: Samsung Securities estimates 

 
  

Figure 17. Sales breakdown 

 

Note: Based on original entity until 3Q15, operating entity from 3Q15. 

Data: Samsung Securities estimates 

 
  

Table 9. Peer valuations 

Company Market cap  P/E (x)  P/B (x)  EV/EBITDA (x)  
Operating 

margin (%) 
 ROE (%)  EPS growth (%) 

 (USDm) 2015E 2016E 2015E 2016E 2015E 2016E 2015E 2016E 2015E 2016E 2015E 2016E

Semco 3,622 18.9 16.6 1.0 0.9 5.0 4.7 5.2 5.5 5.3 5.5 (52.0) 13.6 

LG Innotek  1,656 12.1 9.1 1.0 0.9 3.7 3.3 4.3 4.9 8.9 10.7 46.9 33.7 

Daeduck 309 11.9 11.3 0.8 0.8 2.8 2.5 4.7 4.7 6.4 6.8 11.4 5.6 

Korea Circuit 238 27.3 7.5 0.9 0.8 2.6 2.1 8.8 8.6 4.0 10.7 7,359.2 262.0 

Ibiden 1,661 12.3 13.0 0.5 0.5 2.2 2.2 7.7 7.0 4.4 3.8 (20.6) (5.4)

Shinko 767 18.6 14.1 0.6 0.6 2.0 2.0 6.6 6.3 4.3 4.4 (26.7) 32.1 

Kinsus 998 11.7 11.2 1.1 1.0 3.2 2.8 13.0 13.7 9.9 9.0 (2.5) 3.9 

Unimicron 710 n/a 26.5 0.5 0.5 3.3 3.0 1.6 1.7 1.8 1.9 148.9 22.2 

Average 16.1 13.7 0.8 0.8 3.1 2.8 6.5 6.6 5.6 6.6 933.1 46.0 
 

Data: Bloomberg, Samsung Securities 
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Income statement 

Year-end Dec 31 (KRWb)   2015E 2016E 2017E 

Sales   396 791 808 

Cost of goods sold   350 694 706 

Gross profit   45 97 102 

Gross margin (%)   11.5 12.3 12.6 

SG&A expenses   26 51 51 

Operating profit   19 46 51 

Operating margin (%)   4.9 5.8 6.3 

Non-operating gains (losses)   (7) (10) (9) 

Financial profit   16 32 32 

Financial costs   24 40 39 

Equity-method gains (losses)   0 0 0 

Other   1 (2) (2) 

Pre-tax profit   12 36 42 

Taxes   2 7 8 

Effective tax rate (%)   14.2 20.0 20.0 

Profit from continuing operations   10 29 34 

Profit from discontinued operations   0 0 0 

Net profit   10 29 34 

Net margin (%)   2.6 3.7 4.1 

Net profit (controlling interests)   10 29 34 

Net profit (non-controlling interests)   0 0 0 

EBITDA   40 87 90 

EBITDA margin (%)   10.1 11.0 11.1 

EPS (parent-based) (KRW)   467 1,329 1,527 

EPS (consolidated) (KRW)   467 1,329 1,527 

Adjusted EPS (KRW)*   467 1,329 1,527 

 

 
 

Cash flow statement 

Year-end Dec 31 (KRWb)   2015E 2016E 2017E 

Cash flow from operations   (133) 70 80 

Net profit   10 29 34 

Non-cash profit and expenses   31 57 54 

Depreciation   21 41 39 

Amortization   0 0 0 

Other    11 15 15 

Changes in A/L from operating activities   (172) (8) 0 

Cash flow from investments   (28) (20) (25) 

Change in tangible assets   (19) (20) (25) 

Change in financial assets   (5) (0) (0) 

Other   (4) 0 0 

Cash flow from financing   (25) (51) (53) 

Change in debt   (20) (40) (40) 

Change in equity   0 0 0 

Dividends   0 (2) (6) 

Other   (5) (9) (7) 

Change in cash   11 (0) 2 

Cash at beginning of year   0 11 11 

Cash at end of year   11 11 13 

Gross cash flow   42 86 88 

Free cash flow   (152) 50 55 

Note: * Excluding one off items, ** Fully diluted, excluding one-off items  
*** From companies subject to equity-method valuation  

Source: Company data, Samsung Securities estimates 

 
 

Balance sheet 

Year-end Dec 31 (KRWb)   2015E 2016E 2017E 

Current assets   190 213 219 

Cash & equivalents   11 11 13 

Accounts receivable   66 88 90 

Inventories   99 99 101 

Other current assets   14 15 15 

Fixed assets   394 373 359 

Investment assets   5 5 5 

Tangible assets   364 343 329 

Intangible assets   24 24 24 

Other long-term assets   1 1 1 

Total assets   584 586 578 

Current liabilities   307 310 294 

Accounts payable   68 75 77 

Short-term debt   129 89 79 

Other current liabilities   110 146 138 

Long-term liabilities   116 88 68 

Bonds & long-term debt   89 59 39 

Other long-term liabilities   27 28 29 

Total liabilities   423 397 362 

Owners of parent equity   161 188 216 

Capital stock   11 11 11 

Capital surplus   137 137 137 

Retained earnings   13 40 67 

Other   0 (0) 0 

Non-controlling interests’ equity   0 0 0 

Total equity   161 188 216 

Net debt   206 167 125 

 
 

Financial ratios 

Year-end Dec 31   2015E 2016E 2017E 

Growth (%)      

Sales   n/a 100.0 2.1 

Operating profit   n/a 138.1 10.3 

Net profit   n/a 184.4 14.9 

Adjusted EPS**   n/a 184.4 14.9 

Per-share data (KRW)      

EPS (parent-based)    467 1,329 1,527 

EPS (consolidated)    467 1,329 1,527 

Adjusted EPS**   467 1,329 1,527 

BVPS    7,339 8,575 9,837 

DPS (common)   93 266 305 

Valuations (x)      

P/E***   14.6 5.1 4.5 

P/B***   0.9 0.8 0.7 

EV/EBITDA   8.9 3.6 3.0 

Ratios (%)      

ROE   6.4 16.7 16.6 

ROA   1.8 5.0 5.8 

ROIC   4.3 9.6 11.0 

Payout ratio   20.0 20.0 20.0 

Dividend yield (common)   1.4 3.9 4.5 

Net debt to equity   128.2 88.6 57.8 

Interest coverage (x)   4.0 5.4 6.8 
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Compliance notice 

- As of Feb 16, 2016, the covering analyst(s) did not own any shares, or debt instruments convertible into shares, of any company covered in this report. 

- As of Feb 16, 2016, 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 

 
 

Rating changes in past two years 

Date 2016/2/17            

Recommendation BUY            

Target price (KRW) 10,000            

Samsung Securities uses the following investment ratings. 

Company 

BUY★★★  Expected to increase in value by 30% or more within 12 months and  

is highly attractive within sector 

BUY Expected to increase in value by 10% or more within 12 months 

HOLD Expected to increase/decrease in value by less than 10% within 12 months 

SELL Expected to decrease in value by 10% or more within 12 months 

SELL★★★ Expected to decrease in value by 30% or more within 12 months 

Industry 

OVERWEIGHT Expected to outperform market by 5% or more within 12 months 

NEUTRAL Expected to outperform/underperform market by less than 5% 

within 12 months 

UNDERWEIGHT Expected to underperform market by 5% or more within 12 months

Percentage of ratings in 12 months prior to Dec 31, 2015  

BUY (69.8%) | HOLD (30.2%) | 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.  

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. 


