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Maintain BUY and TP of W430,000

We maintain the BUY rating and the TP of W430,000 for Hyundai Heavy
Industries. Key investment points are: 1) Irrespective of the stock price gains, earnings
forecasts continue to be revised upward and valuation indexes remain appealing; and
2) Although ship sales are expected to decrease, overall sales are forecasted to exhibit
steady growth through 2012, mainly driven by non-shipbuilding divisions, such as
electro electric systems, offshore & engineering and construction equipment.

3Q10 OP beat expectations, based on strong
performance by offshore & engineering and
construction equipment divisions

Hyundai Heavy Industries posted OP of W799bn (+49% yoy, +3% qoq) and NP of
W863bn (+62% yoy, -5% qoq) in 3Q10. The strong OP performance beat the market
consensus, with the profitability improvement from the offshore & engineering and
construction equipment divisions outweighing the profitability deterioration of the
shipbuilding and engine & machinery divisions.

OP margin from the offshore & engineering division rose 5.7%pt qoq to 24.1% in
3Q10 (2Q10 OP margin was 18.4%), backed by highly profitable new projects
received starting from 2009 and the reflection of change orders.

3Q10 earnings comparison (Wbn, %)
Category Earnings Estimates Consensus Daishin estimates
3Q09 2010 3Q10(A) YoY QoQ 3Q10(F) 4Q10(F) YoY QoQ
Sales 4,986 5,335 5,334 70 0.0 5,301 5,365 06 06
OP 537 776 79 491 31 733 757 122 54
NP 534 M 863 61.7 5.2 742 700 -30 -190
Source: Hyundai Heavy Industries, consensus provided by WISEfn, Daishin Securities Research Center
Revised earnings forecasts for 2010~2011 (Wbn, W)
oy e Revised Chg. (%)
10F 1F 10F 11F 10F 11F
Sales 21,021 22,856 21,341 23,108 15% 11%
oP 3,006 2,608 3214 28% 6.9% 11.0%
NP 3,168 2807 3400 3,030 7.3% 79%
EPS 41,687 36,932 44735 39,867 7.3% 7.9%

Note: Previous earnings forecasts are based on the report dated Oct 11, 2010

Source: Daishin Securities Research Center

Please read carefully the important disclosures at the end of this publication.




Price chart

(Won 000) Share Trading Volume (RHS)
400 —— Adj.Price

(000)
2500

2000
1500
1000

500

09.10 10.01

10.04

10.07

10.10

Source: Bloomberg

Financial summary

FYE Dec

Revenue (Won bn)
EBITDA (Won bn)
EBITDA margins (%)
Pretax profit (Won bn)
Net profit (Won bn)
EPS (Won)

EPS growth (%)

P/E (x)

FD core EPS (Won)
FD core P/E (x)
Gross DPS (Won)
Dividend yield (%)
P/BV (x)

ROE (%)

Net gearing (%)
EV/EBITDA (x)

Change in EPS estimates

Daishin/Consensus (x)

Source: Hyundai Heavy Industries, Daishin Securities Research Center, Bloomberg

2008
19,9571
2,597.0
13.0
2,949.6
2,256.7
29,693
30.0
6.7
29,693
6.7
5,000
25

27
40.7
356.6
4.9

2009
21,142.2
2,668.2
126
2,648.1
2,146.5
28,243
4.9

6.1
28,243
6.1
3,500
2.0

13
279
151.6
5.0

2010F
21,3413
3,634.4
17.0
4,485.3
3,399.9
44,735
58.4
76
44,735
76
5,000
15

2.0
298
108.9
1.7

7.3

11

2011F
23,108.5
3,281.8
142
3,997.2
3,029.9
39,867
-10.9
8.6
39,867
8.6
5,000
15

1.7
211
79.3
8.1

79

1.0

2012F
23,961.0
2,752.5
115
3,358.4
2,545.7
33,495
-16.0
10.2
33,495
10.2
3,500
1.0

14
15.1
64.1
9.3

9.6

0.9



CoMPLIANCE NOTICE

In accordance with Subparagraph 5 of Paragraph 1 of Article 4-20 of the supervisory regulations for the financial investment industry, we confirm that no information or
content has been shared prior to its release on Daishin’s website, and that the analyst has not received nor will receive direct or indirect compensation in exchange for
expressing specific opinions. Daishin is not affiliated with the company presented in this report. This report has been presented without any undue external influence or
interference, and accurately reflects the personal views of the analyst who is responsible for its content.

» Company ratings breakdown

- Buy: the stock is expected to outperform the market by at least 10%p over the next six months.

- Marketperform: the stock is expected to either outperform or underperform the market by less than 10%p over the next six months.
- Underperform: the stock is expected to underperform the market by at least 10%p over the next six months.

» Sector ratings breakdown

- Overweight : industry indicators are expected to outperform the market over the next 6m

- Neutral : industry indicators are expected to be in line with the market over the next 6m

- Underweight: industry indicators are expected to underperform the market over the next 6ms.

DISCLAIMER

Daishin Securities Co., Ltd does not have more than 1% of the recommended stock and the analyst does not own share of the stock as of the preparation date of the
report. Daishin Securities Co., Ltd did not provide this report to either institutional investors or any third party prior to the preparation date of the report.

Hyundai Heavy Industries (009540 KS) Ratings and target price history

Date 101029 101011 100722 100522 100515 100504 100423 100129 100115 09.11.17 09.11.14
Rating Buy Buy Buy Buy Buy Buy Buy Buy Buy Buy Buy
TP 430,000 430,000 310,000 310,000 310,000 310000 310000 240,000 210,000 210,000 210,000
Date 091111 091030  00.07.27 09.07.02 09.05.14 09.0504 09.0130 08.11.16 08.10.31
Rating Buy Buy Buy Buy Buy Buy Buy Buy Buy
TP 210000 235000 262,000 262,000 262,000 262000 262,000 211,000 211,000
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