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12vrating  BUY (Maintain)
12M TP W78,000 from w7s,000
Up/downside +36.6%
Stock Data
KOSPI (May 13, pt) 1,983
Stock price (May 13, KRW) 57,100
Market cap (USD mn) 22,646
Shares outstanding (mn) 405
52-Week high/low (KRW) 68,900/50,300
6M avg. daily tumover (USD mn) 67.6
Free float / Foreign ownership (%) 62.9/35.8
Major shareholders (%)
Hyundai Motor and 3 others 35.6
National Pension Service (NPS) 7.0
Performance
1M 6M 12M
Absolute (%) (3.9 (5.6) 8.8
Relative to KOSPI (%p) (3.1) (6.6) 7.0
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Kia Motors (000270)

Three reasons for bargain-hunting chance

All set to rebound

We maintain BUY and a 12M TP of W78,000 at 8x 12MF PE, a 10% discount to
the sector average. Shares will resume picking up soon due to 1) continuing strong
volume sales growth since February, 2) strengthening new model effects and 3)
improving brand image. Kia Motors (Kia) trades at only 5.4x 12MF PE despite an
EPS growth forecast of 10% YoY.

1. Solid volume growth to continue

Kia had record sales in April for a second straight month, led by the ongoing strong
overseas performance. In 4M14, Kia’s sales jumped 9.8% YoY to 1.05mn, well
ahead of its annual growth target of 4.7%. As a result, Kia’s global market share
rose to 3.6% from 3.4% in 4M13. Kia beat industry growth rates in major markets
in the period with the only exceptions being domestic and Brazil. Considering the
strengthening new model effects and peaceful labor-management relations amid
expanded production capacity, the solid growth looks sustainable.

2. Strengthening new model effects

Following the Soul EV released in April, the redesigned YP Carnival will arrive in
Korea in June. Kia unveiled the YP at the New York Auto Show on April 18 and will
display the model at the Busan Motor Show (May 29-June 8). The domestic
minivan market portion to total passenger cars rebounded to 5.8% in 2013 after
plunging to 2.6% in 2010 from the peak of 28.5% in 2000. The domestic SUV
market portion also spiked from 18.6% in 2008 to 28.7% in 1Q14 and almost
reached the previous peak of 30.6% in 2004. We forecast the YP Carnival will
accelerate the recovery of the domestic minivan market from June. Of note, The
Street awarded the Gold Medal to the YP at the New York Auto Show. The
redesigned UM Sorento will hit domestic showrooms from September.

3. World Cup marketing effects to be greater than 2010

We believe Hyundai Motor (Hyundai) and Kia, the sole automaker sponsors of the
FIFA World Cup, will enjoy great marketing effects. In particular, Kia will gain more
advantage as it is the company’s second sponsorship of a World Cup (Hyundai
since 1999) and its brand recognition is still much less than Hyundai’s. Kia’s value
rank in Interbrand’s Best Global Brands 2013 rose to 83 from 87 in 2012, while
Hyundai's jumped to 43 from 53 in the period. In addition, the still large gap in
brand perception between import and domestic marques among Korean car
buyers should rapidly diminish going forward thanks to the World Cup marketing.

Yrto Sales OP  EBT NP EPS %chg EBITDA P/E EV/EBITDA P/B ROE
Dec (Wbn) (Wbn) (Wbn) (Wbn) (won) (YoY) (Wbn) (x) ®  ® (%)
2012A 47,243 3522 5164 3,865 9,534  13.1 4586 6.0 50 14 255
2013A 47,598 3177 4,829 3817 9416 (12) 4378 6.1 46 1.1 206
2014F 49,832 3456 5195 4,052 9,996 6.2 4,694 57 42 09 180
2015F 52,724 3,841 5801 4525 11,162 117 4992 5.1 3.7 08 168
2016F 55344 4,115 6,257 4,881 12,040 79 5369 47 33 07 156

Source: Company data, Korea Investment & Securities estimates




Figure 1. Hyundai and Kia global market shares
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Figure 2. Global light vehicle sales
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Domestic RV market on
the rise since 2011

Kia broke into the top
100 brands in 2012
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Figure 3. Domestic sales portion by segment among Korean-made vehicles
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Figure 4. Brand value rank
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Company overview & Glossary

Kia Motors is Korea’s second-largest automaker with 2.83mn units of output in 2013. In 1999, Kia was acquired

by Hyundai Motor, which owns a 33.88% stake. Kia owns a 16.88% stake in Hyundai Mobis, which has a

20.78% stake in Hyundai Motor.




Balance Sheet

Income Statement
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Fiscal year ending Dec. (Wbn) 2012A 2013A 2014F 2015F 2016F Fiscal year ending Dec. (Wbn) 2012A 2013A 2014F 2015F 2016F
Current assets 11,139 13,472 14,383 15,476 17,451 Sales 47243 47598 49832 52724 55344
Cash & cash equivalent 4,271 6,347 6,600 7,475 8,160
. COGS 36,536 37,512 39,185 41,339 43,286
Accounts receivable 1,802 2,073 2,400 2,600 2,720
Inventory 4223 4331 5100 5200 5440 Gross profit 10,707 10,086 10,648 11,386 12,058
Non-current assets 21,259 22,710 23,281 25,987 28,221 SG&A expenses 7185 6,909 7,191 7,545 7,942
Investments 7,876 9,198 12,481 14,287 15,980
. Operating profit 3,622 3,177 3,456 3,841 4,115
Tangible assets 9,721 9,777 8,700 9,425 9,860
Intangible assets 1,524 1,716 2,100 2,275 2,380 Financial income 403 455 394 450 493
Total assets 32,398 36,182 37,664 41,463 45,672 Interest income 169 173 208 245 278
Current liabilities 10,000 10,806 9,553 9,388 9,441
Financial expenses 211 139 90 68 47
Accounts payable 4,998 5,193 4,695 4,753 4,767
ST debt & bond 1,110 876 575 300 325 Interest expenses 157 90 55 40 18
Current prortion of LT debt 289 759 686 694 696 Other non-operating profit 36 16 17 18 19
Non-current liabilities 55650 5,121 3,258 3,000 2,600 i i i
Gains (Losses) in associates, 4 414 1320 1419 1560 1,677
Debentures 1,521 1,082 1,512 1,500 1,360 Subsidiaries and JV
LT debt & Lease 934 605 540 300 195  Earnings before tax 5164 4,829 5195 5801 6,257
Total liabilities 15,550 15,927 12,810 12,388 12,041 Income taxes 1,299 1,012 1,143 1,276 1,377
Controlling interest 16,848 20,255 24,854 29,074 33,631 Net profit 3,865 3,817 4,052 4,525 4,881
Capital stock 2,139 2,139 2,139 2,139 2,139 NP of controlling interest 3,865 3,817 4,052 4,525 4,881
Capital surplus 1,561 1,561 1,561 1,561 1,561 Other comprehensive profit 0 0 0 0 0
Capital adjustments 485 253 1,084 1,084 1,084 o9 comprehensive profit 3865 3,817 4052 4525 4,881
Retained earnings 12,663 16,302 20,070 24,291 28,847 Total comprehensive profit of 3865 3817 4052 4525 4881
Minority interest 0 0 0 0 0  controlling interest ’ ’ ’ ’ ’
Shareholders' equity 16,848 20,255 24,854 29,074 33,631 EBITDA 4,586 4,378 4,694 4992 5,369
Cash Flow Key Financial Data
Fiscal year ending Dec. (Wbn)  2012A 2013A 2014F 2015F 2016F Fiscal year ending Dec. 2012A 2013A 2014F 2015F 2016F
C/F from operating 4345 4777 4,053 5960 5283 Per-sharedata(won)
) EPS 9,534 9,416 9,996 11,162 12,040
Net profit 3865 3817 4,052 4525 4881 o4 41562 49,966 61,312 71,723 82,964
Depreciation 752 839 858 750 832 DPS 650 700 750 800 850
Amortization 312 362 379 401 421 Crowth(%)
Sales growth 9.4 0.8 4.7 5.8 5.0
Net incr. in W/C (1.408)  (886) (1.609) (107) (1.263)  (p growth 07 (98 88 1A 71
Others 825 644 373 392 411 NPgrowth 98 (1.2 6.2 1.7 7.9
, , EPS growth 13.1 (1.2) 6.2 1.7 7.9
C/F from investing (2,843) (3,514) (3,507) (4,263) (4,055)
EBITDA growth 21 (4.5) 7.2 6.4 7.5
CAPEX (1,548) (1,192) (1,200) (1,100) (1,100)  Profitability (%)
Decr. in fixed assets 122 158 0 0 o OPmargin 7.5 6.7 6.9 7.3 74
o NP margin 8.2 8.0 8.1 8.6 8.8
Incr. in investment (1,067) (1,322) (3,283) (1,806) (1,693) EBITDA margin 97 92 94 95 97
Net incr. in intangible assets (1,027) (1,285) (1,445) (1,634) (1,716) ROA 12.3 11.1 11.0 1.4 11.2
Others 677 127 2421 278 453 ROE 25.5 20.6 18.0 16.8 15.6
Dividend yield 1.0 1.0 1.1 1.2 1.3
C/F from financing (1810)  (791) (293) (822) (542)  gapiliy
Incr. in equity 10 0 0 0 0 Net debt (W bn) (416) (3,025) (3,288) (4,681) (5,584)
. D/E ratio (%) 22.9 16.4 13.3 9.6 7.7
Incr. in debts (1,549)  (93) (440) (506)  (78) -
Valuation (x)
Dividends (242) (263) (284) (304) (324) PE 6.0 6.1 57 5.1 47
Others (29) (435) 430 (12) (140) PB 14 11 09 08 07
PS 0.5 0.5 0.5 0.4 0.4
Increase in cash (401) 408 253 875 685 EV/EBITDA 5.0 46 4.2 37 33

Note: K-IFRS (consolidated)

Source: Company data, Korea Investment & Securities estimates
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Changes to recommendation and price target

Company (Code) Date Recommendation Price target
Kia Motors (000270) 04-09-12 BUY W105,000
01-09-13 BUY W90,000
01-25-13 BUY W79,000
07-26-13 BUY W87,000
01-06-14 BUY W78,000
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m  Guide to Korea Investment & Securities Co., Ltd. stock ratings based on absolute 12-month forward share price performance
* BUY: Expected to give a return of +15% or more
e Hold: Expected to give a return between -15% and 15%
* Underweight: Expected to give a return of -15% or less
e Korea Investment & Securities does not offer target prices for stocks with Hold or Underweight ratings.

m  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.

n Important Disclosures
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 Kia Motors.

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 Kia Motors in the past 12 months;

Korea Investment & Securities Co., Ltd., or its affiliates has not received compensation for investment banking services from Kia Motors 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 Kia
Motors in the next 3 months.

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

Korea Investment & Securities Co., Ltd. does not own over 1% of Kia Motors shares as of May 14, 2014.

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 covered in this report as of May 14, 2014.
Korea Investment & Securities Co., Ltd. has issued ELW with underlying stocks of Kia Motors and is the liquidity provider.

Prepared by: Sung Moon Suh

This report was written by Korea Investment & Securities Co., Ltd. to help its clients invest in securities. This material is copyrighted and may not be copied,
redistributed, forwarded or altered in any way without the consent of Korea Investment & Securities Co., Ltd. This report has been prepared by Korea Investment &
Securities Co., Ltd. and is provided for information purposes only. Under no circumstances is it to be used or considered as an offer to sell, or a solicitation of any offer to
buy. We make no representation as to its accuracy or completeness and it should not be relied upon as such. The company accepts no liability whatsoever for any direct
or consequential loss arising from any use of this report or its contents. The final investment decision is based on the client’s judgment, and this report cannot be used
as evidence in any legal dispute related to investment decisions.




