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Evolution Benefits Solid Earnings

Earnings Surprise for 1Q08

Hanjin Shipping’s 1Q08 revenue was W2.0tn (up 29.8% YoY) and OP was
W104.2bn (up 1,235.9% YoY). 1Q08 revenue was 10.2% higher than market
consensus and OP was 73.4% higher than market consensus. The major
contributor to the earnings surprise was the company’s dry bulk shipping
business which earned an operating profit of W74.8bn. The company recorded
a net loss of W30.4bn due to F/X translation loss estimated at W90.0bn and
derivative translation loss estimated at W30.0bn. However, we believe the
losses will be recovered in the long term.

High freight rates to cover the fuel cost

The container shipping business recorded a healthy 2.0% of the company’s
operating margin in 1Q08 even with higher fuel prices. The volume decreased
8.9% YoY due to supply withdrawal. However, the revenue of the container
business increased 16.8% YoY thanks to the strong freight rates which were
up more than 20% YoY and in excess of US$1,400/TEU. The price-driven
revenue growth is seen as compensating for the increase in fuel cost which
rose YoY from W210.0bn to W320.0bn.

Favorable results expected from negotiations on rates for US routes
Container carriers have begun negotiations with US shippers. We believe the
results should eventually increase the base freight rates more than 10% above
last year’s annual base rates and apply the new bunker float rate scheme. We
believe the profitability for transpacific routes could turn to a positive from
2Q08 upon the successful rates increases.

Evolution continues to better portfolio

The high exposure to the container shipping market should be reduced along
with continuous diversification in vessel type. The bulk business comprises
25% of the company’s 1Q08 revenue which is at a historical high level. It plans
to continue to expand the bulk business by merging with its bulk subsidiary,
Keo Yang, and investing in bulk ships. The diversification, we believe, would
benefit the company’s stock valuation considering that diversified shipping
companies such as Japanese peers are being valued higher than the
company’s Asian peers.

Forecast Earnings & Valuation

Fiscal year ending Dec 2006 2007 2008E 2009E 2010E
Sales/Revenue (W bn) 6,051.4 6,936.0 8,746.8 9,986.1 10,5355
OP (W bn) 149.1 2359 565.9 763.6 870.8
EBITDA (W bn) 3443 446.6 794.1 1,015.3 1,146.1
Pre-tax profit (W bn) 623.8 1418 477.8 719.6 856.2
NP (W bn) 434.2 145.7 473.0 611.6 727.8
EPS W) 6,054 2,028 6,242 7,002 8,332
YoY (%) (10.2) (66.5) 207.8 12.2 19.0
PIE ) 44 19.6 71 6.4 53
P/B x) 0.8 12 1.3 11 0.9
EV/EBITDA ) 7.6 9.1 7.2 54 46
ROE (%) 19.9 5.8 17.1 18.9 18.8
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Rating within Industry: Overweight
Earnings Quality Score: Medium
Price Volatility: Low

OTarget Price & Expected Return

Target Price (6M) W74,000
Consensus Target Price W50,000
Current Price W44,500
Expected DPS (08E) W750
Expected Price Return (6M) 66.3%
Expected Dividend Yield (12M) 1.7%
Fundamental Data
UExpected EPS (08E/09E) W6,242 / W7,002
Consensus EPS (08E/09E) W3,277 | W4,455
Est. 3-Yr EPS Growth (CAGR) 60.2%
Hist. 5-Yr EPS Growth (CAGR) 50.4%
Net Debt / Equity (O8E) 40.1%
Earnings Quality Score
High: 100 87
75 55 53
50 29
25
Low 0
Eamings Historical Consensus Consensus
Quality Eamnings Forecast Forecast
Score Stability Certainty Accuracy
o lrading Data
Market Cap. (W bn / US$ mn) 3,543/ 3,396
Shares Outstanding 80mn
Free Float 76.2%
Adj.Beta 1.0
Price Return Volatility 43.4%
52-Week Price Low/High W29,950 - W60,500
Daily Average Volume (3M) 845,868
Daily Average Turnover (3M) W32,303mn
Foreign Ownership 34.6%
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Company Description

Brief History

Hanjin Container Lines Ltd was founded in 1977. After a merger with Korea
Shipping Corp in 1988, Hanjin Shipping Co Ltd was born. The company has now
grown into a world-class carrier transporting over 100 million tons annually with a
fleet of 200 ships consisting of container, bulk, and LNG vessels. Hanjin Shipping
has a comprehensive global business network with three regional headquarters,
200 overseas branch offices, and 30 local corporations. The company earns about
90% of its total revenue from third party business overseas.

Business Operation

The business is operated globally with dedicated container terminals in the US,
Japan, Taiwan, Korea, and Belgium. About 82% of its revenue comes from the
container business and 18% comes from the bulk business. In 2007, annual sales
were over W6.9tn while its operating profit stood at about W235.9bn. For the same
period, the container business division maintained stable growth with revenue
income of W5.7tn and operating income of W109.9bn. The bulk business division
recorded a strong operating profit margin of 9.8% with revenue of W1.3th and
operating income at W126.0bn.

Shareholder Structure

Wallsend Holdings Limited is a major shareholder with an 11.5% stake. PVP V
Laubuan Limited is the second largest shareholder with a 9.9% stake.

Key Drivers

Freight rates for US routes continue to show signs of recovery, while shipment
volume for Europe routes remains strong. The US Fed’s rate cuts are expected to
heighten the possibility of a US economic recovery, which should increase the
demand for the transportation of goods. Increasing freight rates for affiliated routes
will contribute to the company’s future earnings. Meanwhile, the company remains
undervalued relative to the market and its peers.

Risks
Declining container and bulk markets are an industry-wide risk.

Continue slowdown and fears of a recession in the US can have a negative
impact on shipping.

Stock value dilution risk from warrants is also a risk.
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<Figure 1> 1Q08 Earnings Review

(W bn, %) 1Q08P| 1QO08E Dif 4Q07 Q0Q 1Q07 Yoy Consensus .
(%,%p) (%,%p) (%, %p) (%,%p)
Revenue 1,995.2 1,761.9 132 1,903.8 48 15366 298 18105  10.2
oP 104.2] 400 160.3 821 268 7.8 1,235.9 60.1 734
Pre-tax profit (185)  31.0 TR 329 TR (434) RR 12.3 R
NP (30.4)  26.3 TR 152 TR (466) RR 3.4 TR
Operating margin 5.2 2.3 3.0 4.3 0.9 0.5 4.7 3.3 1.9
Pre-tax margin (0.9) 1.8 2.7) 1.7 (2.7) (2.8) 1.9 0.7 (1.6)
Net margin (1.5) 15  (3.0) 08 (23] (30) 15 02 (L7)
Source: Mirae Asset Research estimates
<Figure 2> Revision of Annual Earnings Estimates
Before revision After revision Diff (%, %p)
(W bn,%)
2008E 2009E 2008E 2009E 2008E 2009E
Revenue 7,783.8 8,507.1 8,746.8 9,986.1 12.4 17.4
op 535.4 638.1 565.9 763.6 5.7 19.7
Pre-tax profit 493.8 587.8 477.8 719.6 (3.2) 22.4
NP 419.7 499.6 473.0 611.6 12.7 22.4
EPS (W) 5,272 6,276 6,242 7,002 18.4 11.6
Bunker oil (fton) 410 410 480 500 17.1 22.0
Operating margin 6.9 75 6.5 76 (0.4) 01
Pre-tax margin 6.3 6.9 55 7.2 (0.9) 0.3
Net margin 5.4 5.9 5.4 6.1 0.0 03

Source: Mirae Asset Research estimates

<Figure 3> Quarterly Earnings Results and Forecasts

(W bn, %) 1Q07 2Q07 3Q07 4Q07 1QO08P 2Q08E 3QO8E 4QO08E
Revenue 1,536.6 1,656.9 1,838.8 1,903.8 1,995.2 2,212.8 2,270.9 2,267.9
Container 1,281.0 1,394.2 1,509.5 1,474.4 1,496.2 1,816.0 1,783.6 1,696.4
Bunker 255.6  262.7 329.3 4294 499.0 3969 487.2 5716
Gross profit 76.3 90.0 189.3 1543 1742 1944 2743 2495
OP 7.8 23.3 1227 82.1 104.2 110.3 188.0 163.3
Container (22.4) 19.3 80.3 32.6 29.4 60.8 106.8 106.6
Bunker 30.2 3.9 42.4 49.5 74.8 49.5 81.3 56.7
Operating margin 0.5 1.4 6.7 4.3 5.2 5.0 8.3 7.2
Container (1.7) 1.4 53 2.2 2.0 3.4 6.0 6.3
Bunker 16.6 15.9 17.9 22.6 25.0 17.9 215 25.2
NP (46.6) 648 1122 152 (30.4) 157.1 1523 194.0
Net margin (3.0) 3.9 6.1 08 (15 7.1 6.7 8.6
Key assumptions
Bunker oil ($/ton) 284 340 370 450 420 500 500 500
Avg. W/USS$ rate 939 925 915 920 950 985 960 940

Source: Mirae Asset Research estimates
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<Figure 4> Valuation of Asia Pacific Container Shipping Companies

Shiboing Ml-cle:rﬂgrr:gm cosco'| csct? ool hver Ya“&ﬁ%ﬁ% NYK‘  MOL® KLINE®  NOL/
arine Transportation

Code 000790 0112001 1019 HK| 2866 HK| 316 HK 2603 TT 2609 TT| 9101 JP | 9104 JP 9107 JP| NOL SG

Country Korea Korea Eggg Eggg Egzg Taiwan Taiwan Japan Japan Japan| Singapore

FY ending 12/2008| 12/2008| 12/2008| 12/2008  12/2008 12/2008 12/2008 | 03/2009| 03/2009 | 03/2009  12/2008
In local

Share price currency 44500 42,650 24.3 35 65 287 238 10410 15000 1110.0 2.6

Market cap. US$ bn 3.4 5.4 31.8 5.2 4.1 2.8 1.8 12.4 17.5 6.8 3.9

FYO 3.4 6.2 17.9 10.4 9.3 7.1 N/A 78 150 9.7 6.7

Operating margin FY1 6.9 8.7 23.2 9.1 8.8 45 3.2 78 138 9.4 5.3

FY2 75 9.9 19.8 9.8 95 5.7 3.2 76 133 9.0 48

FY3 75 9.6 16.9 14.8 9.1 8.5 8.5 71 121 7.3 5.3

FYO 7.4 75 47.9 13.0 739 16.3 NA 176 309 237 22.2

ROE FY1 15.0 1.1 39.6 1.1 129 127 83 166 236  19.3 17.6

FY2 15.9 12.6 26.4 10.8 146 134 1.7 144 196 162 18.2

FY3 155 14.2 24.4 12.1 143 198 163 137 172 138 20.1

FYO 16.9 32.3 9.9 135 11 8.4 97 101 7.6 7.4 5.1

o/ FY1 10.0 14.7 8.9 11.0 80 118 14.4 9.6 9.4 85 8.6

FY2 8.4 125 9.2 9.7 6.5 95 1.2 9.4 9.1 8.3 8.7

FY3 7.7 11.0 8.6 7.6 6.0 53 6.0 9.9 9.8 95 55

FY0 1.0 2.8 5.3 1.2 0.1 1.2 N/A 2.0 27 2.0 1.0

. FY1 14 2.7 2.8 1.0 0.9 12 11 15 2.1 15 13

FY2 1.2 2.4 2.2 0.9 038 11 11 14 1.8 13 11

FY3 11 2.0 2.0 0.8 07 1.0 1.0 13 16 1.2 0.9

FYO (68.3) 36.4| 6605  276.4 (4.5) 19765 4348 754 573 516 35.7

EPS FY1 159.5  118.0 25.4 6.4) (882) (31.1) 36.6)  16.1 08 (0.2 (42.7)

growth FY2 19.0 17.2 (3.2) 136 23| 246 28.5 2.9 2.2 2.1 (1.1

FY3 8.5 14.4 6.3 27.6 93 791 860/ (4.9 (6.4) (12.8) 58.1

1D 2.0 1.9 ©0.7) 0.0 3.0 (0.4) 06  (0.1) 16 2.1 (6.4)

5D (9.8) (0.7) (15.3) (1.6) (6.9) 0.0 (3.1) (2.2) 1.3 2.4 (14.7)

Share price ise M 6.1 16.8 91.9 57.9 62 204 162 111 184 209 205

3Mm 143 155 93.8 64.7 04 128 35  (33) 116 124 (0.8)

6M 265 1302 2387  197.4 13.7 9.1 26 208 304 426 50.6

1Y 94.8 143.6 547.9 3525 141.6 35.1 46.3 50.3 95.1| 105.8 141.0

Source: IBES Consensus, Bloomberg, Company data, Mirae Asset Research
Note: 1) China COSCO Holdings Co; 2) China Shipping Container Lines Co; 3) Orient Overseas (International) Ltd; 4) Nippon Yusen K.K.; 5) Mitsui O.S.K. Lines Ltd; 6)
Kawasaki Kisen Kaisha Ltd; 7) Neptune Orient Lines Ltd.
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Summary Financial Statements

Balance Sheet Income Statement
(W bn) 2006 2007 2008E 2009E 2010E (W bn, %) 2006 2007 2008E 2009E 2010E
Current assets 16742 15679 14145 1,6595 19375  Sales 6,051.4 6,936.0 8,746.8 9,986.1 10,535.5
Cash and cash equivalents 1,0184 7874 516.0 656.7 881.5 YoY change 12 146 26.1 142 55
Receivables 4755 5246 6127 6945 7347 Cost of goods sold 5669.7 64261 7,8544 88386 9,259.8
.'"Vemor'es 906 1456 1544 1832 1898 Grogs profi 381.6 509.9 8924 1,147.4 1,275.7
Fixed assets 42552 44379 52029 55522 60425 Yo¥ change =Y
Investment assets 8115 7529 1,961 1,197.1 1,262.8 _ : : : : :
Tangible assets 34437 36850 4,006.7 43551 4,779.8 Gross margin 63 74 102 15 121
Intangible assets 0.0 0.0 0.0 0.0 0.0 SG&A 2325 2740 3265 383.8  404.9
Total assets 5929.3 6,005.7 6,617.3 7,211.7 7,980.0 OP 1491 2359 5659 7636 8708
Current liabilities 1,436.0 1,009.2 1,186.2 1,359.9 1,418.4 YoY change (74.0) 58.2 1399 35.0 14.0
Payables 5763 657.3 8067 9500 9982  Non-operating profi 4747 (941) (880) (441) (14.6)
i;ifli; deb 54(7"2 203'3 203'(9’ 20(7"8 20(7"3 Net financial expenses 1006 974 888 971 1006
Fixed liabiliies 20769 24065 25276 24014 24075 . orSitongams B (CDEEEE 130NN
Corporate bond 9585 12264 12264 12264 12264 Equity method gains 1705 344 137 400 600
LT debt 2287 2520 2670 2620 259.0 Others 2993 (21.0) (23.9) 0.0 0.0
Total liabilities 35130 34158 37137 37613 38259  Pre-tax profi 6238 1418 4778 7196 856.2
Paid-in capital 3586 3981 4367 4367 436.7 Tax 1896  (3.9) 48 1079 1284
Capital surplus 4213 4527 6995 6995 6995  Net profit 4342 1457 473.0 6116 7278
Retained earnings 1,7212 1,786.0 2,1456 26985 34042 Eps 6054 2028 6242 7002 8332
Capital adjustménts (84.8) (46.7) (323.3) (323.3) (323.3) YoY change (101) (665 2078 122 0
Shareholders' equity 24163 25900 29585 35114 42171 oo 3443 4466 7941 10153 1146.1
Total debt 1,734.8 1,686.3 27355 2,609.3 2,615.4 YoY change - : o LIS
Net debt 7164 8988 2,2193 19525 17337 (49) 207 78 279 129
Cash Flow Statement Key Investment Index
(W bn) 2006 2007 2008E 2009E 2010 (W.%.¥) 2006 2007 2008E 2009E 2010E
Operating cash flow 1076 1965 4468 7583 10095 o Sharedal
Net profit 4342 1457 4730 6116 7278 EPS 6054 2028 6242 7002 8332
Depreciation 1952 2106 2282 2517 2753 BPS 33,694 32,532 33,870 40,200 48,279
Amortization 00 00 0.0 00 00 EBITDA per share 4801 6,216 10480 11,624 13,121
FX translation loss (gain) (L1 181 (11.0) (130) (26.0) DPS 1,000 750 750 1,000 1,000
Equity method loss (gain) (170.5) (34.4) (13.7) (40.0) (60.0) PIE 44 196 7.1 6.4 53
Chg in working capital (207.5) (14.8) 525 326 15 P/B 0.8 1.2 13 1.1 0.9
Chg in receivables (231.6) (45.6) (88.0) (81.8) (40.2) EV/EBITDA 76 9.1 7.2 5.4 46
Chg in inventories 34  (55.1) (88) (28.8) (6.6) Dividend yield 3.8 0.0 17 2.2 22
Chg in payables 207 858 1494 1433 483  Profitabilty
Others (42.7) (128.8) (282.3) (847)  90.9 Gross margin 6.3 74 102 115 121
Investment cash flow (362.7) (347.4) (948.5) (667.7) (654.3) Operating margin 25 3.4 6.5 7.6 8.3
ST financial instrument disposal (purchase)  (169.2) 20.2 13.0 (113.8) 49.0 EBITDA margin 5.7 6.4 9.1 10.2 10.9
Securities disposal (purchase) 0.0 00 (00) (0.0) (0.0 Net margin 7.2 21 5.4 6.1 6.9
Tangible asset purchase (45.6) (404.1) (550.0) (600.0) (700.0) ROE 199 58 171 189 188
Tangible asset disposal 0.0 0.0 0.0 0.0 0.0 ROIC (2.4) 6.9 176 19.1 185
Intangible asset disposal (purchase) 0.1 0.0 0.0 0.0 00  Sbilty
Investment asset disposal (purchase) (1543) 1827 (4115) 461  (3.3) Debt ratio 1454 1319 1255 1074 907
Others  (146)BNMEE 00NN Net debt ratio 207 347 401 296 193
Financial cash flow 4555 (60.6) 2434 (63.7) (81.3) Current ratio 166 1554 1192 1220 1366
Deb raised (repaic) 1856 (1874) 150  (50)  (30)  Interestcoverage ratio 15 24 64 79 87
Capital raised (repaid) 124 421 2855 0.0 0.0 Aciivity ratio (Tumover)
Dividends (64.2) (68.4) (57.1) (58.7) (78.3) Total assets 14 12 a0 14 "
Others 2217 1531 0.0 0.0 0.0 Receivables = .
NEt_cas.'hﬂaW 2003 (2115) (2584) 268 2738 Inventories 656 587 583 591 565
Beginning cash 4856 6859 4744 2160 2429 Payables
Ending cash 6859 4744 2160 2429 516.7 ] ] e R U
FCF (255.2) (150.9) (501.7) 906 3552 Networking capial NA__NA_ NA NA  NA

Source: Company data, Mirae Asset Research estimates Source: Company data, Mirae Asset Research estimates
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) Recommendation O

By industry

Attractive: over +10% of the current industry index

Neutral: -10% to +10% of the current industry index

Cautious: -10% or less than the current industry index

Terminology of Investment recommendation by industry has changed
since August 3, 2005 as follows: Overweight - Attractive /
Underweight - Cautious.

By item (six months)

Buy: A target price of over + 20% of the current price,

Hold: A target price of - 10% to +10% of the current price

Reduce: A target price of —20% or less than the current price

* Note: Correction of —10% to +10% is possible based on the
investment recommendations by industry.

O Earnings Quality Score ©

Earnings Quality Score = 0.70*(Historical Earnings Stability) + 0.15*Consensus Forecast Certainty) + 0.15*(Consensus Forecast
Accuracy)

1. Historical Earnings Stability

- The variability of the net profit growth rate (YOY) over the last 20 quarters was translated into percentage terms.

- Earnings growth variability was calculated based on MAD (Median Absolute Deviation), rather than SD (Standard Deviation) in order to
minimize distortion from outliers.

- The lower the earnings growth variability, the higher this indicator.

2. Consensus Forecast Certainty
- The gap between analysts' views on 12-month forward EPS was translated into percentage terms.
- The gap is calculated by dividing the SD of 12-month forward EPS with the average value.
- The narrower the gab is, the higher this indicator.
3. Consensus Forecast Accuracy
- The median value of absolute EPS surprise over the last 3-year was translated into percentage terms.
- EPS surprise was calculated based on 'the actual figure at the end of the year / the consensus estimate at the beginning of the year - 1'.
- The lower the absolute EPS surprise, the higher this indicator.
* Reference
1) Consensus Forecast Certainty and Consensus Forecast Accuracy were applied only to companies with more than 5 years of EPS

estimates.
2) We gave the average score of 50 to cases in which the aforementioned indicators could not be produced.

() Compliance Notice O

This report is distributed to our clients only, and none of the report material may be copied or distributed to any other party. While we have taken
all reasonable care to ensure its reliability, we do not guarantee that it is accurate or complete. Therefore, Mirae Asset shall not be liable for any
result from the use of this report. As of Nov 07, Mirae Asset Securities is Hanjin Shipping's ELW issuer and LP. This report has never been
provided to any institutional investor or third party. This report has been prepared without any undue external influence or interference, and
accurately reflects the personal views of the analyst on the company herein. [Analyst: Jay Ryu]
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Stock Price & Target Price Trend Stock Price = Target Price | Hanjin Shipping (000700.KS)
MBuy MHold " Reduce [NotRated Previously MStrong Buy MBuy® MMkt.Perm Und.Perm
Date Recommendation 6-Month Target Price (W)

11/13/2006 BUY 28,000
11/14/2006 BUY 28,000

70,000 12/05/2006 BUY 35,000 (Up)

40,000 12/12/2006 BUY 35,000

50,000 12/18/2006 BUY 35,000
01/03/2007 BUY 35,000

40,000 01/30/2007 BUY 35,000

30,000 02/02/2007 BUY 35,000

20,000 03/06/2007 BUY 35,000
03/12/2007 BUY 45,000 (Up)

2006 2007 2005 <No changes in our TP and recommendation>

06/26/2007 BUY 45,000
07/06/2007 BUY 60,000 (Up)
07/09/2007 BUY 60,000
07/13/2007 BUY 60,000
07/24/2007 BUY 60,000
08/13/2007 BUY 60,000
08/21/2007 BUY 60,000
09/18/2007 BUY 60,000
10/16/2007 BUY 74,000 (Up)
11/01/2007 BUY 74,000
11/06/2007 BUY 74,000
11/07/2007 BUY 74,000
05/14/2008 BUY 74,000
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