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<J1> Philip Morris 3Q17 FYAA 2a L st=A|Z 2FUE 1

Korea Key Market Data Third-Quarter Nine Months Year-to-Date
Change Change
2017 2016 % /p.p. 2017 2016 %! p.p.
Total Market (billion units) 199 19.8 0.1% 542 556 (2.5)%
PMI Shipments (million units) 4214 4,109 26% 10959 11,553 (5.1)%

PMI Market Share

Mariboro 85%  97% (1.2) 88%  95% (07)
Pariiament 7.8% 75% 03 8.0% 76% 04
HEETS 25% —% 25 1.0% —% 10
Virginia S. 2.0% 31%  (1.1) 20%  32% (1.2)
Others 03%  05% (02) 04%  05% (0.1)
Total 21.1%  20.8% 0.3 202%  20.8%  (0.6)

Xt&: Philip Morris
Z: Total Market2 UHCHH LhaF3Fat HEETS7H AtEl $48 25 201%
Q

PMOl GHHE4R0 UUIHOR AN ASEL 540 7t BAKIO| ZX), HEETS MOl A+HAIE2IE $40% 2% 812t &%

<Z1212> Philip Morris 3Q17 QAR whi LY AR L3I 2

1QOS: Exceptional Early Performance Continues in Korea

HEETS Market Share (% e Launched in Seoul in May 2017
+2.3pp
2.5 e Expanded distribution within Seoul and
other major cities

e Approximate weighted distribution
coverage® of around 30% as of
September 2017

e High awareness: exceeded 50% among
adult smokers nationallyilithin just four
months of launch

0.2

¢ High conversion rate: 83%®

Q2, 2017 Q3, 2017

@} Por e 545 3
(b) As of September 2017. Includes converted and predominant IQOS users
‘Source: PMI Financials or estimates, Hankook Research and Korea IQOS User Panel 19

Xt&: Philip Morris
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Xt&: Philip Morris
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K-IFRS ¢1Z Q9 MEX &
HEHENE (Eelalolg) EEEQIA MM (EH2M A J,%)
2016  2017E  2018E 2019 2016 2017E 2018E 2019E
SERpA 6,621 7,240 7,982 8808 Of=H 4503 4,693 4783 4945
2 9l SZYXRAL 851 867 826 813 =718(%) 80 42 19 34
CH| 28X 1676 2179 2833 3541  Of=L7t 1,797 1831 1,825 1,889
EVE 1,266 1,274 1,298 1335 Oj==0|Q 2,707 2,862 2958 3,055
X DRAE 2265 2347 2439 2522 THORH|QIRHE|H| 1,236 1311 1,369 1,405
H|-F-S Xt 3192 3331 3372 3444 o 17|ty 37 39 40 a1
T 1602 1,695 1,685 1,702 7|EFH 40l - - - _
D RpAL 105 105 105 105  J|EfEoHIR - - - -
RpARESZ| 9813 10571 11353 12252 Q0| 1470 1,551 1,588 1,650
S=ax 2153 2195 2189 2252 BIE%) 76 55 24 39
eI V=1 104 414 -1116  -1968  E0|AE%) 326 330 332 334
= pal= 137 150 150 150  O|xf=9 - - - -
FSEY7IRA 10 25 25 25  O|xH|E - § - a
H Q= =AY 541 587 587 587 X|EH0|QA) 2 8 10 10
AR 9 9 9 9  J|E[EQal 63 74 12 12
IR 54 100 100 100 M|IEAH ARO[ 1,588 1528 1,655 1,717
SPVESy 2694 2781 2775 2839 golNH|18 362 403 414 429
N[EE== I[N 7046 7,717 8504 9339  MHEAHZ0|AS%) 353 326 346 347
e 955 955 955 955  &t7|20|2 1,226 1,125 1241 1,288
AHEoloj2 510 510 510 510  20|2AE%) 272 240 259 261
ooz 6,009 6,679 7,465 8299  X[HjFEZ & 70[Q 1,231 1,124 1241 1,288
7|EfRtE SIS -328 -328 -328 328 7|EfZZ0|Q 1 1 1 1
H|X|[H==X| 2 73 74 74 74 BZo|Q 1,227 1,127 1,242 1,290
NES] 7118 7,790 8578 9413 ﬁ! HiF 1SS = 2Ol 1,227 1,127 1,242 1,290
o
HasEE AR FEXXE
2016  2017E  2018E 2019 2016 2017E 2018E 2019E
gostE HIASE 1498 1,132 1,210 1342 FUX|EEQ)
g7|20]2 1,226 1,125 1241 1,288  EPS 8968 8187 9,038 9382
OBRIAZETFALZE - 153 153 153  BPS 51,319 56,206 61,944 68,026
S XFAALZIH 6 6 6 6 CFPS 9011 9,345 10,19 10,539
x| EeaaaA10]Q) 2 8 10 10 DPS 3,600 3,600 3,600 3,600
Extes 3252 -703 632 786 845  Valuation(t)
TRt
-162 -170 -170 170 PER 113 133 120 116
NEFS)
e ]
HEEHS) 9 - - - PBR 20 19 18 16
Z2gM=o| z7¢ -521 -503 -654 708 PCR 112 116 106 103
Negs sigse -488 -385 -460 460  EV/EBITDA 78 71 66 60
Cho|288x1e52 - - - - Key Financial Ratio(%)
7|2 88057t - 0 - - ROE 186 152 153 144
AHo|zzt - - - - EBITDAO|2IE 328 364 365 366
C= =58 428 -455 -455 455  ERjH|g 379 357 324 302
Egg""d%gxwg% 305 16 41 13 2ExHE -326 -355 -393 432
U
J|EH IS 546 851 867 826 OiEK|HI|HEWN) 37 37 37 38
851 867 826 813  X|DXMAS|HEK) 21 20 20 20

H 2| MAHE
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FZ 2HZE EXpolA #HE WY Y SHFI FO|(KT&G)
156,000
136,000 ' I\ L’ =
116,000 ‘A\""V‘W" MJM M
96,000
76,000 ‘ ‘ ‘ ; ; ; ;
15/10  16/01  16/04  16/07  16/10  17/01  17/04  17/07
FIHH) — SEFIHH)
2EZ7 EIE=
ARt CNEIEe sazokE) | oo
CH&SAIE | W FoboHH] | & 20 K)F7HCHH|
2016-02-22 Buy 135,000 (Y= -18.8% -11.9%
2016-04-22 Buy 145,000 (Y -15.1% -5.5%
2017-04-28 Buy 130,000 6712 -14.3% -7.3%
2017-07-03 Buy 140,000 14 -20.0% -14.6%
2017-09-27 Buy 130,000 14
Compliance notice
2 EHAM IHY J|IELE Y 7|Yut #EHSI,
> A= SIS BE2 1%0|4 ERst QUX| kELICHL
> SEFAEMAR O BiRXt= s 7|Ye| FAIZ HRStD UX| ESL|CH
> T BIOME 7|2EXTE S A XA E-mails2 S50 AFHO| HiEZE AFAO| SiELICEH
> A= 6T S 7|l RIS Wt BH FEAE EOSHA| UUASLICH
> = HOMO| AIHE LES2 2019 oS HSHA vrEstn Ao, e fEst oL ZHd §io|
MU SS oI CL (B REO| A
2 2AXEE AL SHEAE 57| flot #OXE0|H, mat, 2 AtE0f olst FXAte| FXZ 0] Ll
ot FHo| ZSUXEEE AFEE == o, oot A0z ZMEXL & TALC| 5|7t 80| TX, SAF & Of
oE == QYELICE oM S22 Qo BAUMAl HA MA0| JAZS FXISHA|7| HFZL|C
1 TE5H EXEE EHY 7|F J7ICHH| 362) SSFEXQAL g2 127ig7t =HY S7HiH| SigES52
o4 FEFUES 90T (2017H 78 1YRH & E)
- Buy(Df =): =Y Z7IiH| +15%0| 4
- Hold(2]): =ML =IJICHH| -15% ~ 15% L2 S&t
- SellDf=): =ML =TICHH| -15%0]| A+
2. AMAFHE EXST (MZFEU7|E MY AZH|BO{H| ER/H[EQ| HaE =X AQ)
- Overweight(H| ==tCl), - Neutral (£ &l), - Underweight (H{ZEE4)
SlO|£XI53 FXHH|E S5 34| 2017-09-30 7|=
T O == SEER) o=
FEXto| 74 Hl&(%) 883 % 117 % -
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