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Stock Data
KOSPI (May 15, pt) 2,291
Stock price (May 15, KRW) 80,800
Market cap (USD mn) 1,589
Shares outstanding (mn) 22
52-Week high/low (KRW) 86,300/62,000
6M avg. daily turnover (USD mn) 3.3
Free float / Foreign ownership (%) 52.1/26.9
Major shareholders (%)
DAOU Technology INC and 6 others 47.89
NPS 10.03
Valuation
2016A 2017F 2018F
PE (x) 8.8 8.9 8.3
PB (x) 13 13 1.1
ROE (%) 16.7 15.1 142
DY (%) 1.2 1.1 1.1
EPS (KRW) 8,142 9,123 9,710
BPS (KRW) 56,278 64,192 72,899
Performance
1M 6M 12M
Absolute (%) 43 224 181
Relative to KOSPI (%p) (3.0) 6.0 1.7
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Solid parent and bright subsidiaries

What’s new: NP driven by Pl beats consensus by 30%

Kiwoom Securities (Kiwoom) reported 1Q17 controlling-interest NP of W60.6bn
(+20.1% YoY, +10.4% QoQ), beating our estimate and the consensus by 21.8%,
30.3%, respectively. The brisk result was attributed to greater profit from principal
investment (PI). The PI division recorded 1Q17 OP of W29.2bn, up 3.1% YoY and
67.8% QoQ. Equities-related OP reached W28bn, from which W10.8bn was
dividend income from its Woori Bank stake and the remaining W17.2bn generated
purely from equity investment.

Pros: Subsidiary savings bank to start contributing to profit

Kiwoom YES Savings, having offered equity-linked loans from early 2017, should
begin full-blown profit contribution. It posted 1Q17 OP of W3.4bn and NP W2.8bn.
When excluding provision write-offs, the savings bank subsidiary should contribute
OP of W20bn per quarter and ~W10bn per annum. This equals ~4% of the 2017
EBT estimate, not a huge amount in absolute terms but could result in bigger
interest income if interest rates go up in future. We view this as a plus in terms of
revenue stream diversity and less profit volatility.

Cons: Commission income erodes on weak trading value

The 1Q17 separate broking commissions reached W38.8bn, falling 8% YoY and
4.2% QoQ. The drop was due to reduced daily average trading value marking
W7.5tn in 1Q17. But during the period, Kiwoom’s broking market share actually
climbed. Specifically, its market share in retail broking, a core competitiveness,
reached 26.5% as of 1Q17, climbing 0.9%p from end-2016. This appears to stem
from daily average account openings holding at 1,100 (-25.1% YoY, -0.8% QoQ).
As such, the broking fee erosion in 1Q17 should be temporary and once trading
value recovers, profit growth should increase at a faster pace.

Conclusion: Clear uptrend for trading value; Maintain TP W102,000

We maintain BUY and the TP of W102,000. The daily average trading value in
April and May was W8.4tn, up 12.2% from 1Q17, and is on an upswing. The daily
average so far in May is W9.5tn, up 17.6% MoM. The Kospi could be further
buoyed with corporate earnings going up led by Samsung Electronics and
anticipation for policies that would boost the economy as the new administration
takes the helm. Therefore, trading value should remain healthy and Kiwoom’s
commission income rebound after bottoming out in 1Q17. We maintain a positive

(W bn, %, %p)

1Q17P Change 2017F
KIS est.  Actual Diff. Consensus QoQ YoY KIS Consensus
Net revenue 113 139 24.0 113 (2.1) 11.2 508 476
SG&A expense 58 61 4.1 58 (16.5) 8.6 247 244
% of net revenue 52 44 (8.3) 51 (7.7) (1.1) 49 51
Operating profit 54 79 45.4 55 13.5 13.3 261 231
Net profit 50 61 21.8 47 10.4 20.1 202 183

Analysts who prepared this report are registered as research analysts in Korea but not in any other jurisdiction, including the U.S.
PLEASE SEE ANALYST CERTIFICATIONS AND IMPORTANT DISCLOSURES & DISCLAIMERS AT THE END OF THIS REPORT.




Table 1. Earnings revisions
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view of Kiwoom not only for its solid performance at the parent but also the
additional momentum fueled by greater profit contribution from its subsidiaries.

(W bn, KRW %, %p)

FY16 FY2017 (preview) FY2017 (revised) FY17 1Q review
1Q 4Q Annual 1QF Annual 1QP 2QF 3QF 4QF Annual KIS evsst: YoY QoQ
Net revenue 125 125 474 113 480 139 126 122 120 508 24.0 11.2 (2.1)
Commission income 50 54 215 51 215 51 57 59 55 223 0.1 2.2 9.7
Interest income 30 40 138 41 173 38 40 42 43 163 (5.6) 27.6 55
Proprietary trading & others 45 31 120 21 92 50 29 22 22 122 142.4 10.3 (31.7)
SG&A 56 65 243 58 245 61 66 54 66 247 41 8.6 (16.5)
Labor costs 17 24 79 18 82 20 23 18 24 84 12.7 18.9 (25.3)
Operating profit 69 60 231 54 235 79 60 68 54 261 45.4 13.3 13.5
Non-operating profit 0) 2 5 12 19 1 1 1 2 5 (95.0) NM (43.1)
Net profit before tax 69 62 236 66 254 79 61 69 56 266 20.4 14.8 1.4
Tax 18 15 56 16 61 18 15 17 13 64 16.0 0.2 13.4
Net profit from continuing biz 51 48 180 50 192 61 46 53 42 202 21.8 20.2 10.7
Net profit from discontinued biz 0 0 0 0 0 0 0 0 0 0 NM NM NM
Net profit (controlling-int.) 50 48 180 50 192 61 46 53 42 202 21.8 20.1 10.4
Net profit (minority-int.) 0 0) 0 0 0 0 0 0 0 0 (10.5) 49.2 NM
Total assets 7,019 8,857 8,857| 9,088 10,137 9,549 9,906 10,310 10,637 10,637 5.1 36.0 16.4
Securities 1,647 3,226 3,226| 3,328 3,708| 3,076 3,234 3,364 3,468 3,468 (7.6) 86.8 43
Liabilities 5879 7,609 7,609| 7,809 8,717| 8,267 8577 8929 9214 9,214 5.9 40.6 17.3
Shareholders' equity 1,140 1,248 1,248 1,279 1,420 1,283 1,329 1,381 1,423 1,423 0.3 12.5 10.7
Eg:t':g”‘l’r?gt;f::::ﬁ el 1133 1,244 1244| 1274 1416 1278 1324 1377 1419 1419 03 128 107
Retained earnings 850 979 979 1,010 1,153 1,021 1,068 1,120 1,162 1,162 1.1 20.2 14.4
Minority-interest 7 4 4 4 5 4 4 4 4 4 (4.8) (40.4) 2.0
Key indicators (KIS)
BPS 51,283 56,278 56,278 | 57,667 64,062 | 57,851 59,932 62,298 64,192 64,192 0.3 12.8 10.7
EPS 9,137 8,142 8,142| 9,010 8,689| 10,977 9,675 9622 9,123 9,123 21.8 20.1 18.2
DPS (common shares) 0 850 850 0 950 0 0 0 950 950 NM NM NM
Cost-income ratio (%, %p) 447 519 513 51.9 53.4 43.6 52.7 442 55.0 48.7 (8.3) (1.1) (7.7)
ROE (%, %p) 18.1 155 16.7 15.8 14.4 19.2 14.2 15.6 12.1 15.1 34 1.2 0.0
Source: Company data, Korea Investment & Securities
Table 2. OP of consolidated subsidiaries (W bn, %)
1Q14 2Q14 3Q14 4Q14 1Q15 2Q15 3Q15 4Q15 1Q16 2Q16 3Q16  4Q16 1Q17
Kiwoom Securities 16 17 26 20 60 66 37 13 54 35 39 47 55
Kiwoom Savings Bank (3) 3 5 1 4 7 12 7 9 6 6 8 9
Kiwoom YES Savings 0 3
,\Kﬂ'a‘”::g“; ijft ) 1 3 3 3 4 1 2 4 5 4 2 5
Kiwoom Investment 0 2 2 1 0 2 0 1 0 0 1 0) 0
Kiwoom Indonesia 0 0 0 0 0 0) 0) (0) 0 0 0 0 0
Others 1 (0) 3 0 5 5 (3) 6 3 1 4 3 7
Total 14 22 39 25 73 83 58 28 69 48 54 60 79
% of securities in OP 110.5 76.5 68.1 78.0 82.9 79.4 64.5 45.3 78.2 74.5 72.9 78.3 69.5

Source: Company data, Korea Investment & Securities
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Figure 1. Trading M/S and number of active accounts Figure 2. M/S in individual investors' trading
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Balance sheet

Income statement
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FY-ending Mar. (W bn) 2015A 2016A 2017F 2018F 2019F  FY-ending Mar. (Wbn) 2015A 2016A 2017F 2018F 2019F
Cash & deposits 2,555 2,941 3,555 4,058 4,623 Operating revenue 823 944 1,029 1,052 1,109
Securities 1,528 3,226 3468 3,958 4,506 o
Trading securities 1,330 2,623 2,942 3311 3,798 Commission 268 282 270 269 274
Sec. available for sale 154 541 453 574 635 Brokerage 186 173 175 178 181
Sec. held to maturity 0 4 5 5 5 Underwriting 21 19 16 17 18
Sec. using equity method 44 58 68 68 68
Derivatives-combined securiies 0 0 0 0 0 Collective inv. sec. 8 31 45 52 53
Derivatives 5 12 10 10 10 Derivatives-combined sec. 0 0 0 0 0
Loans 1,537 2,132 2,231 2,556 2,923 o 5 s a ’1 ’1
Allowance for credit loss 55 54 67 74 86 ers
Tangible fixed assets 78 85 91 95 99 Interest 172 194 232 268 310
Cash management account & lease 0 0 0 0 0 Securities & derivatives 306 393 504 498 498
Others 505 515 1,349 1,540 1,760
Total assets 6,152 8,857 10,637 12,143 13,835 Others ” 74 23 18 27
Deposits 3,307 4,192 5,132 5,863 6,685 Operating expenses 357 470 521 521 538
Customers' deposits 3,300 3,953 4,609 5,133 5,726 c . 60 67 47 " 42
CMA & guarantee deposits for 0 0 0 0 0 ommission
lease Interest 51 56 69 79 92
Borrowings 1,222 2,892 2,743 3,015 3,318 - o
Sec. sold under reverse resale 265 789 938 1,072 1,222 Securities & derivatives 211 306 395 392 392
Sec. sold 54 174 196 204 213 Others 35 41 9 9 12
Derivatives-combined sec. sold 272 684 649 742 846 Net 466 474 508 531 571
Derivatives 4 10 15 15 15 etrevenue
Debenture 626 1,235 944 983 1,022  SG&A 225 243 247 253 261
Short-term notes issued 0 0 0 0 0 Labor costs 73 79 84 85 86
Others 514 525 1,340 1,649 2,001
Total liabilities 5042 7,609 9,214 10,528 12,004  Operating profit 241 231 261 278 3n
Shareholders' equity 1M1 M 110 110 110 Non-operating profit 14 12 15 15 15
Capital surplus 188 190 190 190 190 .
Non-operat 6 7 10 9 9
Capital adjustment @) 31 (28 (30) (31) on-operating expenses
Accum. other compr. income 10 (5) (15) (15) (15) Earnings before tax 250 236 266 284 316
Retained earnings 815 979 1,162 1,356 1,572 Income taxes 60 56 64 69 77
Treasury stock acquisition price 0 0 0 0 0
Net profit 190 180 202 215 239
Total shareholders' equity 1110 1,248 1423 1616 1,831 ot prot
Key financial indicator Valuation & growth
FY-ending Mar. 2015A 2016A 2017F 2018F 2019F FY-ending Mar. 2015A 2016A 2017F 2018F 2019F
Profitability BPS 49,913 56,278 64,192 72,899 82,627
ROE 188 167 151 142 139 EPS 8585 8142 9123 9,710 10,833
ROA 3.5 2.7 2.1 19 18  pps 850 850 850 850 850
Brokerage commission rate (bp) 24 2.6 25 25 24 Payout Ratio 9.9 10.4 9.3 8.8 78
Comm rate of collectve inv. sec (bp) 38 0.5 8.3 95 99 PB (year-endiaverage) 12113 1.3/1.2 13 1.1 1.0
Operating b
perating base PB (high/low) 1.7/09  1.5/0.9
No. of branches 1 1 1 1 1
PE(year-end/average) 7.2/75 8.8/8.4 8.9 8.3 75
No. of employees 570 598 598 598 598 PE (highil 10,053 10.1/6.1
Equity trading 730 691 700 727 754 E (highflow) s AR
Mutual funds sold 5854 12,546 12,989 137251 13518  Dividend Yield 14 12 11 11 11
Customer deposits 3,307 4,192 5132 5,863 6,685
Asset composition Efficiency & stability
(excl. customer deposits) Income-to-costs ratio 1466 1454 1559 1644  172.8
Invested assets 90.4 92.4 87.7 87.7 87.7
SG&A/ net revenue 48.2 51.3 48.7 47.7 45.6
Cash & deposits 415 332 334 334 334 )

- Simple leverage 55 71 75 75 7.6
Equities 7410289 89 89 prtive leverage 26 39 42 43 44
Bonds 90 139 109 108 108 .

Collective investment securities 4.5 4.7 4.7 4.7 4.7 Total assets 305 440 20.1 14.2 13.9
Derivatives & ather sectriies 30 89 88 88 88  qugnarehoders equity 201 125 140 135 133
Loans & other assets 254 216 210 210 211 Collective inv. securities 778 114.3 35 2.0 2.0
Non-invested assets 96 76 123 123 123 Customer deposits 350 268 224 143 140
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Changes to recommendation and price target

Company (Code) Date Recommendation Price target
Kiwoom Securities (039490) 05-20-15 BUY W84,000
10-20-15 BUY W75,000
05-17-16 BUY W90,000
03-27-17 BUY W102,000
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Guide to Korea Investment & Securities Co., Ltd. stock ratings based on 12-month forward share price performance relative to the market index
* BUY: Expected to outperform the market index by 15%p or more

* Hold: Expected to underperform or outperform the market index by less than 15%p

* Underweight: Expected to underperform the market index by 15%p or more

* Korea Investment & Securities does not offer target prices for stocks with Hold or Underweight ratings.

Guide to Korea Investment & Securities Co., Ltd. stock rating allocation (as of Mar 31, 2017)

BUY Hold Underweight (Sell)
77.4% 21.7% 0.9%

Note: % of companies under coverage with this rating

Guide to Korea Investment & Securities Co., Ltd. sector ratings for the next 12 months

* Overweight: Recommend increasing the sector’s weighting in the portfolio compared to its respective weighting in the Kospi (Kosdaq) based on market
capitalization.

Neutral: Recommend maintaining the sector’s weighting in the portfolio in line with its respective weighting in the Kospi (Kosdaq) based on market capitalization.
Underweight: Recommend reducing the sector’s weighting in the portfolio compared to its respective weighting in the Kospi (Kosdaq) based on market
capitalization.

Analyst Certification

I/We, as the research analyst/analysts who prepared this report, do hereby certify that the views expressed in this research report accurately reflect my/our personal
views about the subject securities and issuers discussed in this report. I/We do hereby also certify that no part of my/our compensation was, is, or will be directly or
indirectly related to the specific recommendations or views contained in this research report.

Important compliance notice

As of the end of the month immediately preceding the date of publication of the research report or the public appearance (or the end of the second most recent
month if the publication date is less than 10 calendar days after the end of the most recent month), Korea Investment & Securities Co., Ltd., or its affiliates does
not own 1% or more of any class of common equity securities of Kiwoom Securities.

There is no actual, material conflict of interest of the research analyst or Korea Investment & Securities Co., Ltd., or its affiliates known at the time of publication
of the research report or at the time of the public appearance.

Korea Investment & Securities Co., Ltd., or its affiliates has not managed or co-managed a public offering of securities for Kiwoom Securities in the past 12
months;

Korea Investment & Securities Co., Ltd., or its affiliates has not received compensation for investment banking services from Kiwoom Securities in the past 12
months; Korea Investment & Securities Co., Ltd., or its affiliates does not expect to receive or intend to seek compensation for investment banking services from
Kiwoom Securities in the next 3 months.

Korea Investment & Securities Co., Ltd., or its affiliates was not making a market in Kiwoom Securities’s securities at the time that the research report was published.

Korea Investment & Securities Co., Ltd. does not own over 1% of shares of the companies mentioned in this report as of May 16, 2017.
Korea Investment & Securities Co., Ltd. has not provided this report to various third parties.
Neither the analyst/analysts who prepared this report nor their associates own any shares of the company/companies mentioned in this report as of May 16, 2017.

Prepared by: Seoyeon Kim
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Global Disclaimer

m  General

This research report and marketing materials for Korean securities are originally prepared and issued by the Research Center of Korea
Investment & Securities Co., Ltd., an organization licensed with the Financial Supervisory Service of South Korea. The analyst(s) who
participated in preparing and issuing this research report and marketing materials is/are licensed and regulated by the Korea Financial
Investment Association in Korea only. This report and marketing materials are copyrighted and may not be copied, redistributed, forwarded or
altered in any way without the consent of Korea Investment & Securities Co., Ltd.

This research report and marketing materials are for information purposes only. They are 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 research
report and marketing materials do not provide individually tailored investment advice. This research report and marketing materials do not
take into account individual investor circumstances, objectives or needs, and are not intended as recommendations of particular securities,
financial instruments or strategies to any particular investor. The securities and other financial instruments discussed in this research report
and marketing materials may not be suitable for all investors. The recipient of this research report and marketing materials must make their
own independent decisions regarding any securities or financial instruments mentioned herein and investors should seek the advice of a
financial adviser. Korea Investment & Securities Co., Ltd. does not undertake that investors will obtain any profits, nor will it share with
investors any investment profits. Korea Investment & Securities Co., Ltd., its affiliates, or their affiliates and directors, officers, employees or
agents of each of them disclaim any and all responsibility or liability whatsoever for any loss (director 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 and may differ or be contrary to opinions expressed by other business areas or Korea Investment &
Securities Co., Ltd. The final investment decision is based on the client’s judgment, and this research report and marketing materials cannot
be used as evidence in any legal dispute related to investment decisions.

»  Country-specific disclaimer

United States: This report is distributed in the U.S. by Korea Investment & Securities America, Inc., a member of FINRA/SIPC, and is only
intended for major U.S. institutional investors as defined in Rule 15a-6(a)(2) under the U.S. Securities Exchange Act of 1934. All U.S.
persons that receive this document by their acceptance thereof represent and warrant that they are a major U.S. institutional investor and
have not received this report under any express or implied understanding that they will direct commission income to Korea Investment &
Securities, Co., Ltd. or its affiliates. Pursuant to Rule 15a-6(a)(3), any U.S. recipient of this document wishing to effect a transaction in any
securities discussed herein should contact and place orders with Korea Investment & Securities America, Inc., which accepts responsibility
for the contents of this report in the U.S. The securities described in this report may not have been registered under the U.S. Securities Act
of 1933, as amended, and, in such case, may not be offered or sold in the U.S. or to U.S. person absent registration or an applicable
exemption from the registration requirement.

United Kingdom: 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 2005 (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.

Hong Kong: This research report and marketing materials may be distributed in Hong Kong to institutional clients by Korea Investment &
Securities Asia Limited (KISA), a Hong Kong representative subsidiary of Korea Investment & Securities Co., Ltd., and may not otherwise
be distributed to any other party. KISA provides equity sales service to institutional clients in Hong Kong for Korean securities under its sole
discretion, and is thus solely responsible for provision of the aforementioned equity selling activities in Hong Kong. All requests by and
correspondence with Hong Kong investors involving securities discussed in this report and marketing materials must be effected through
KISA, which is registered with The Securities & Futures Commission (SFC) of Hong Kong. Korea Investment & Securities Co., Ltd. is not a
registered financial institution under Hong Kong’s SFC.

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 Korea
Investment & Securities Co., Ltd. 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. Please contact Korea Investment & Securities Singapore Pte Ltd in respect of any matters arising
from, or in connection with, the analysis or report (Contact Number: 65 6501 5600).

Copyright (© 2017 Korea Investment & Securities Co., Ltd. All rights reserved. No part of this report may be reproduced or distributed in
any manner without permission of Korea Investment & Securities Co., Ltd.




