SK MCNEX (097520/KQ | Not Rated)

C O M PA N Y A plant that never stops

Anq |ysis - Samsung Electronics' major partner in charge of supplying camera modules and actuators for Samsung

Electronics.

= Dual and triple cameras led the camera industry growth in 2019, in 2020 triple and quads will be the trend. Q
continuied to grow.

= Arumber of materials that will lead to improvements in 2020 performance, including increased share within our
customers, possible rear—entry into flagships, ToF, and optical FoD.

Small and medium representative camera module maker

"P The company is a major supplier of Samsung Electronics' mobile camera modules and actuators.
S K ':e curities In addition to manufacturing fingerprint recognition modulle for mobile, camera module for vehicle.
Percentage of sales as of 2018 consists of 83% of Smartphones, 17% of Automotive electronics and others.

Tight utilization rate in 2020

If dual and triple cameras led the camera industry’ s growth in 2019, triple and quad are expected to
become mainstream in 2020.

The penetration rate of dual cameras in Samsung is stagnant, while triple and quad should rise significantly
to 29% and 15%, respectively.

Accordingly, Samsung's camera module shipment growth continued from 8.9 billion in 2019 to 11.1 billion

Analyst in 2020.
0 I%_Ix_ Positive drop effect across the camera module industry. Among them, the company is most likely to
natelee@sks.cokr expand its market share among clients with among them, the company will benefit most from expanding its
S 2-3773-90%6 market share within its customers.
’ "‘ Additional production capacity is also secured through the expansion of the fourth plant in Vietnam.
Ccom pany Data Flagship Backward Entry also detect the possibility.
capital 9 biion won In addition, many 2020 earnings contribution momentum including ToF, optical FoD, and Automotive
Shares issued 1,775 thousand shares electronics
Treasury stock .
Fae valug 500 won Favorable change in customer strategy
Market ap 663 billion won Samsung Electronics is trying to streamline its lineup and strengthen its market position centered on the A Series.
Major shareholder Spec—up parts are also applied to A series as well as the S series Samstng Electronics launched in 2020
Min Dong-wook (3) 2755% Samstung Electronics’  smartphone shipments are expected to increase by 20 million units in 2020 as the
- - - company expects to benefit from the Huawei sanctions. Improved internal and external environment.
Foreign ownership ratio 2620% L L
Dividend Yield 080% Compared to 2013, the profit level is higher while the stock price is still undervalued phase.
2020E Consensus PER 7.4x. We believe there is ample room for further gains in stock prices
Stock Data
Stock Price (20/01/03 37,100won
KOSDAQ 67402 pt
52 Week Beta 083 Business performance and investment index
52 week high 37750won division unit 2013 2014 2015 2016 2017 2018
52 weeklow 12300won sdles 1 bilion won 297 410 503 412 668 697
60 Day Avg 19 bilion yoy % 745 381 25 -180 621 43
Operating profit 1 billion won 12 23 26 -24 20 41
Stodk Price and Relative Retumn yoy % _ 953 864 164 loss conversion profit conversion 1091
- — o EBITDA 1 bilion won 18 36 43 -6 44 81
o Relative Return on KOSDAQ | 244 Pre-tax profit 1 bilion won 9 19 23 -26 -1 43
- = Net profit 1 bilion won 8 14 16 25 -1 30
Z;UUO ™ Operating margn% % 41 55 52 -58 29 59
20000 o EBITDA% % 6.2 87 86 -14 66 117
19000 w Net margin% % 27 33 32 60 01 43
- . EPS won 599 101 1198 -1830 %6 1731
e o o meom PER times 92 59 173 N/A N/A 75
Py S —— PBR times 12 10 29 25 23 17
Tmonths VT 0% EV/EBITDA times 76 52 78 N/A 59 27
2D o0 ROE % 136 195 192 -320 -11 262
bmonths |  352%|  396% Net debt lbiionwon 66 104 59 110 76 S|
12months| 1854% | 1834% Debt Rato % B74 255 195 3633 2956 2015
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Share of sales by division Annual performance trend
sale
800 - (Wbn) _ _ - 10%
e (Operating margin
600 - - 5%
= Smartphone
400 - - 0%
Battlefield / Other
200 - - -5%
0 T T T T T -10%

2013 2014 2015 2016 2017 2018

Source: MCNEX, SK Seurities Source MONEX, SK Securities
Share of Samsung Hectronics' Front Camera Type Share of Samsuing Hectronics' rear camera type
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Comparison of Korean Camera Module Manufacturers' 2013 vs 2020 Profit Size and Valuation

(Fold, billion won) 2013 2014 2015 2016 2017 2018 2019E 2020E
Patron PER 73 13.2 134 257 618.3 47.7 9.9 91
Operating profi 135 66 59 38 11 31 117 118
MCNEX PER 9.2 5.9 173 7.5 85 74
Operating profit 12 23 26 (22) 20 41 109 122
Camsis PER 9.1 226 183.6 9.6 8.2 45
Operating profit| 26 19 8 (18) 14 17 34 58
Powerlogics PER 320 209 28.0 18.8 194 91 6.2 5.8
Operating profit 2 12 9 13 19 26 59 68
namuga PER 19.8 16.1 6.2
Operating profit 5 2 26 (1) (31) 1 5 31
Optrontech PER 14.0 60.2 229 315 28.2 119 9.2
Operating profit 28 (28) 9 17 17 13 24 28
Seconix PER 8.6 9.1 186 18.0 74 7.0
Operating profit 26 18 13 14 2 8 17 20
actro PER 41 125 83
Operating profit 17 15 23
Source: Companies, Fnguide, SK Seaurities
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MONEX Major Customers
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Target price Dissodation rate
Date  Investment  Target stock

T Averagesiod

20200106 Not Rated (won)
0190530 bying  9M0wen 6 months -1457%  3017% 000 Revised Target stock price
20190228 Not Rated price

37,000

32,000 r‘
27,000
22,000

17,000

12,000

7,000 L I L L
18.1 18.8 193 19.10

Compliance Notice

= The author (Lee Dongjoo) confimms tht the contents of this survey analysis accurately reflects his / her apinions and is prepared in good faith without any unreasonable pressure or interference from
outside:

= For the items mentioned in this report, our investigative analst does nat have any of my own

= This report hes not been provided to insitutiondl investors or third perties in acvance

= This compery aurently heve no spedal inferests in these compenies:

= Ouropinion on the stodk s as folows:

= Investment judgment phese 3 (6 months) More then 15% — Buy /-15% ~ 15% — Neutral / Less then -15% — Sel

Investment grade rating of SK Seaurities Universe (as of January 6, 2020)

buying 84.89% | neutrality 1511% | Sel 0%

b,
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Statement of finandal position Comprehensive Income Statement
Monthly Settiement (Whn 2014 2015 2016 2017 2018 Monthly Settiernent (Whn) 2014 2015 2016 2017 2018
Curent Asset 174 148 158 224 219  sales 410 503 412 668 697
Cash and cash equivalents 19 38 42 62 65  COGS 357 436 395 605 610
Trade and other receivables 89 59 58 63 89  Grossprofit 53 67 17 63 87
Tnverttory 62 47 54 57 54 Gross margin (%) 130 132 42 95 125
Non-aurrent assets 115 125 137 164 172 Seling and administrative expenses 31 40 41 4 46
Long-term finandal assets 0 1 1 1 2 Operating profit 23 26 -24 20 41
Tangible Assets 104 117 128 152 161 Operating margin (%) 55 52 58 29 59
Intangible Assets 5 6 5 4 4 Non-operating Income -4 3 2 21 2
Total assets 289 273 295 388 391 Net financial cost 4 4 4 7 7
Cunrent liabilities 182 170 224 286 257 Foregn exchenge reted proftand oss 3 1 3 -10 6
Shortterm finandi labites 9 0 148 176 107 Retted profls nesments h assies
Trade and Other Payables 75 71 73 106 135  Ogs'wAtimdribnBd 19 23 -26 -1 43
Short-term provisions 0 1 1 3 3 Profitability before tax (%) 46 46 62 02 6.1
Non-current liabiities 30 11 7 4 4 Attmdrsw 5 7 -1 0 13
Long-term finandal liabilties 27 10 6 3 Brgmtlc ataimdir agnés 14 16 -25 -1 30
Longrterm Trade Payables and Other Payables Crbrmemtoc Atrimdrr iron d
Long-tem provisions *Broong sd s w ckecks
Total debt 212 182 231 290 261  Mdstnld 14 16 -25 -1 30
Controlling interest 77 91 64 98 130 Net margin (%) 33 32 -60 01 43
capital 3 5 5 6 9 Controlling shareholder 14 16 -25 -1 30
Capital Su I’plUS 25 25 25 58 41 Net profit margin of controlling shareholders 332 321 -599 -013 428
Other Capital Components -1 4 4 2 Non-controlling shareholder
Treasury stodk -1 -4 -4 -3 Todompetersie pot 14 17 -25 -5 27
Retained Earnings 50 65 37 37 86 Controlling shareholder 14 17 -25 5 27
chomdﬁrg shareholders Non-controlling shareholder
Total capital 77 91 64 98 130  EBITDA 36 43 -6 44 81
Total Debt and Capital 289 273 295 388 391
Monthly Settiementt (Whn) 2014 2015 2016 2017 2018 Monthly Settiermentt (Whn) 2014 2015 2016 2017 2018
Operating Cash Aow 4 77 -13 67 9 Gowth (%)
Net Income (Loss) 14 16 -25 -1 30 Sdles 381 25 -180 621 43
Non-cash item 24 33 21 47 64 Operating profit 864 164 1091
Depreceion oftergeasets 12 16 17 24 40 Pretax Business Income 1004 20
A‘:’Wmm nergheasss 1 1 1 1 1 EBITDA 39 214 840
Btecfe'ase invorking capic 1 16 3 23 23 EPS(Continued Business) 6838 185
-32 35 -4 2 2 Profitabifty (%)
Reckion (naesse) i tede recehebles and aher 27 28 6 -16 -29 ROE 195 192 -320 -11 262
Inventory reduction (increase) -12 16 -7 -7 3 ROA 54 58 -87 -03 77
Toesse (deneess) i teck ard oher peyets 13 -11 10 3 2 EBITDAMargin 87 86 -14 66 117
other -60 58 0 -20 -52 stabiity (%)
Corporate tax payment -1 -7 -6 -2 -1 Current ratio 958 868 705 782 850
Tnvesting Cash Aow -37 21 -28 -101 -15 Debt Ratio 2755 1995 3633 2956 2015
Decrease in financial assets (increase) 4 4 0 -39 31 Net Debt /EquityCapital 1354 646 1723 778 257
Decrease in tangible assets (increase) -34 -27 -28 -60 -46 EBITDA / interest expense 78 100 -14 64 111
Intangjble Asset Reduction (increase -1 -2 -1 -1 -1 Weeldy Index
other 1 3 1 0 EPS (Continued Business) 1011 1198  -1830 66 1731
Cash flows from finanding activities 35 -37 45 57 -75 BPS 5778 7075 5045 5920 7704
Short-tem finandal debt increase (decrease) 30 27 52 21 -51 CFPS 1980 2458 495 1752 4074
Long-term financalcebt increase (decrease) 10 3 47 -10 Cash dividend per share 300 330 260 300
Increase (decrease) of capital 3 39 Vakation indicators
Payment of dividends 1 2 3 3 PER (highest) 66 229 N/A N/A 101
other PER (owest) 48 50 N/A N/A 54
Increase (decrease) in cash 1 19 4 20 4 PBR (highest) 12 39 44 29 23
Basic Cash 19 19 38 4 62 PBR (lowest) 08 08 17 19 12
Ending Cash 19 38 42 62 65 PCR 30 84 254 79 32
FCF -37 50 -44 17 35 EV/EBITDA(highes)) 55) 99 -703 70 34
Source: MCONEX, SK Seaurities EV/EBITDA( (owest) 48 33 -384 52 20
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