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 Summary 
In this edition of Seoul Searching, 
we take a deep dive into the outlook 
for housing prices in Seoul and 
Korea, specifically with reference to 
demographics. Are housing prices 
set to drop sharply? Backed by our 
on-the-ground research, together 
with our assessment of interest rates, 
government policy, emerging 
household debt, and credit liquidity, 
we say not until 2015 at the earliest. 
 

 What’s inside? 

As part of our assessment of 
conditions in the residential real 
estate market, we interviewed eight 
randomly selected realtors in the 
southeast of the city, known as the 
‘Gangnam Three Districts’ — 
arguably the most important real 
estate market in Korea. 
 

We learnt that: 1) recent 
deregulatory measures have had no 
impact on boosting transaction 
volumes, 2) even though volumes 
have been weak, sales of units 
offered at lower-than-usual prices 
have been steady, 3) realtors want 
more action from the government, 
while anticipating housing prices in 
the Gangnam Three Districts to 
rebound in the medium term on the 
back of future reconstruction work. 

 Location of the Gangnam Three Districts 

Source: Bing Maps, Daiwa 

 
 Will Korea follow in the footsteps 

of Japan’s real estate market?  
We believe it is very unlikely that the 
Korean real estate market will follow 
Japan’s on a three-year horizon. 
Korea differs from Japan in that: 1) 
the real estate bubble that has 
formed in Korea is much smaller 
than the bubble in Japan in the late 
1980s, and 2) the housing supply 
ratio in Korea as of 2011 was far 
below that for Japan in 1990, when 
the bubble started to burst. 
 

 Korea set for ‘Goldilocks period’ 
until 2015 
By our reckoning, Korea’s 
demographics will be favourable for 
the economy until 2015 because: 1) 
we expect the dependency ratio to 
bottom out around 2015, 2) the size 
of the home-buyer age groups is 
expected to peak in 2018 before 
entering a secular downtrend, 3) 
Korea’s housing supply ratio and 
home ownership level are still lower 
than in the US and Japan, 4) we 
expect prolonged low interest rates 
and rising rents to spur demand for 
home purchases, and 5) we believe 

market concerns about rising 
household loans are overdone. 
 

 Short-term weakness, but mid-
term opportunity looks attractive  
The real estate market has been 
weak in recent months, and the 
government’s recent deregulatory 
measures have not been enough to 
stoke transaction volumes. We 
expect further deregulation related 
to transaction-related taxes, 
valuation gains tax on properties 
and reconstruction to revitalise the 
real estate market going forward. 
 

 Stocks to watch 
Under a scenario of further 
deregulation, we believe the 
construction companies and banks 
would be front-line beneficiaries.  
 
Across our coverage universe, we 
like retail banking giant KB FG 
(105560 KS, W36,800, Buy [1]), 
which we think has the potential to 
capitalise on the M&A buyers’ 
market, and Hana FG (086790 
KS, W35,300, Buy [1]), as the 
positives from its recent acquisition 
do not seem fully priced in. Among 
regional banks, we see BS FG 
(138930 KS, W12,050, Buy [1]) 
as a lateral play through its exposure 
to Busan’s housing market.     
 
Within the home-builders space, we 
like Hyundai Development 
(012630 KS, W23,150, 
Outperform [2]). Meanwhile, the 
rapid increase in single-person 
households favours GS Retail 
(007070 KS, W24,400, 
Outperform [2]).
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Demographics: golden 
mid-term opportunity 

Don’t allow long-term risks caused by 
demographic changes to overshadow the 
medium-term opportunities 

Goldilocks period expected for 
demographics at least until 2015  

Many market participants are, rightly in our view, 
concerned about the long-term outlook for the Korean 
economy, due mainly to the rapid acceleration in the 
ageing population. (See our Seoul Searching report of 
10 May 2012, What women want.) 
 
Economic “vigour” generally dwindles and real estate 
prices tend to deteriorate as a society ages and 
population growth slows or even starts to decline, as we 
have seen in the case of Japan. From that perspective, 
demographic changes are inevitable forces of nature, 
and we believe Korea needs to start preparing if it is to 
avoid what has happened to Japan since that country 
saw its massive asset bubble, including the real estate 
bubble, burst in the 1990s. 
 
But, in our view, these are long-term concerns. As we 
see it, there are medium-term opportunities stemming 
from the more favourable demographic composition of 
Korea that should last until at least 2015. 
 

 Dependency ratio of Korea versus Japan 
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Our view that medium-term investment opportunities 
are in store flows from the forecast trend in the 
dependency ratio, a measure of the burden of 
supporting the aged population. As the preceding chart 
shows, the dependency ratio in Korea is expected to 
bottom around 2015. 
 
Low dependency ratio in Japan’s case  
Take Japan as an example. Until around 1990, on the 
back of strong economic growth and asset price 
appreciation (which were subsequently defined as 
bubbles), Japan’s dependency ratio was at its lowest. In 
our opinion, the massive formation of the asset bubble 
that developed during the latter half of the 1980s was 
closely related to the Plaza Accord, which forced a 
marked appreciation of the Yen against the US dollar 
from 1985. Had it not been for the excessive bubble 
that formed due to the Plaza Accord after 1985, the 
Japanese economy and asset prices could have shown 
much milder asset price appreciation from 1985 until 
1990 (when the dependency ratio was at its lowest), 
and the post-1990 bursting of the bubble could have 
been a lot milder than it actually was. 
 
What is different about Korea compared 
with Japan? 
Despite the formation of the domestic real estate 
market bubble, in conjunction with global asset price 
appreciation up until the Lehman’s crisis, we think the 
magnitude of the bubble in Korea is not sufficient to 
lead to a bubble bursting in the Korean economy. The 
reason for this view is that the country’s previous 
government (the Roh Government) imposed highly 
restrictive measures to counter rising housing prices by 
squeezing the availability of credit in the real estate 
market via imposing strict loan-to-value (LTV) and 
debt-to-income (DTI) requirements for mortgage loans. 
 
When an excessive bubble is formed in one asset class, 
there is a strong tendency for all sub-markets within 
one asset class to move together in the same direction, 
in our opinion. From this perspective, we do not 
believe the current real estate market in Korea falls into 
the category of excessive bubble formation — real 
estate prices (measured by the trend in nationwide 
apartment prices) are still showing upward movement 
but prices in Seoul, particularly in the blue-chip Seoul 
area, have been weak since February 2010. 
 
 

http://asiaresearch.daiwacm.com/eg/cgi-bin/files/SeoulSearching120510.pdf#page=1
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 Apartment Purchase Price Index trend 
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With the bubble being small in the first place and the 
current global crisis compelling all economic units, be 
they the government, corporations, or households, to 
be conservative in using excessive leverage, we think 
the risk of asset prices (eg, equities and real estate) 
crumbling is not high. Unless there is another 
Lehman’s-like global meltdown, we see a very low 
probability of real estate prices in Korea falling 
significantly from their current level. 
 
Unlike Japan in the latter half of the 1980s, Korea has 
not experienced a massive bubble as of now, because it 
was not pinpointed as the source of the global 
imbalance, or the main culprit for the US trade deficit. 
Thus, currency appreciation was not mandated by any 
agreement between relevant countries, and efforts to 
alleviate currency appreciation by implementing 
unusually low and prolonged interest rates and the 
accompanying loose credit supply were not experienced 
in Korea. Therefore, we believe Korea is in a position to 
reap the benefits from improving fundamentals in 
terms of improving demographics until around 2015 
without causing an excessive bubble. 
 
Demographics in Korea could remain 
favourable for the economy until 2015 
Based on the above line of reasoning, we believe the 
declining burden of supporting an aged population in 
Korea from now until 2015 could work in the country’s 
favour, in terms of economic vigour and thereby strong 
asset prices. 
 
We believe that investors who concentrate on the 
negative long-term outlook for the Korean economy 
and asset prices, based on the long-term effects of its 
rapidly greying population and slowdown in population 
growth, risk missing out on the potential short-to-mid-
term investment opportunities arising from favourable 
changes in Korea’s dependency ratio. 

Demographics and the housing 
market 

Home-buyer age groups 
While housing market conditions are affected by 
factors such as government policy, credit availability, 
interest rates, the housing supply level, the home 
ownership level, and households’ capability to take on 
debt, we believe demographics are a core factor. 
 
Thus, we have looked first at the different groups of 
home buyers, as defined in the industry: 1) first home 
buyers (age group: 35-39), 2) bigger home buyers (age 
group: 45-49), and 3) the total home-buying age group 
(ages 35-39 and 45-49). 
 
As shown in the following charts, the total population 
of first home buyers peaked in 2008, and is projected 
by Statistics Korea to decline until 2014 and then 
increase again to peak in 2018, before resuming a 
downward trend. However, the number of people in the 
first home buyer group in 2018 is projected to be lower 
than in 2008. 
 
According to Statistics Korea, the number of people in 
the bigger home buyer age group reached an all-time 
high in 2009 and is expected to decline marginally 
until 2013, then resume growth until 2018. Statistics 
Korea expects the level to be reached in 2018 to be 
similar to the all-time-high attained in 2009, before 
showing a secular decline. 
 
First-home and bigger-home-buyer age group population trend 
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 First-home and bigger home buyer age group combined 
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To assess the population trend of the overall home-
buyer age group, we have added the first-home-buyer 
age group population and bigger home buyer age group 
population together. As the preceding chart shows, the 
overall home buyer age group population reached an 
all-time high in 2008, and is projected to reach a near-
term bottom in 2013, before resuming an upward trend 
to reach its next peak in 2018, according to Statistics 
Korea. However, the overall home buyer age group 
population is expected to remain high until 2018, albeit 
smaller than in 2008. Therefore, based on the 
population trend of the home buyer age group, we 
believe housing market conditions are likely to remain 
resilient until 2018. 
 
Rise in the number of single households 
The total number of households in Korea is projected 
to continue to rise, according to Statistics Korea, 
implying a potential increase in the demand for homes. 
 
On closer inspection, however, we can see that growth 
in the number of total households is likely to be driven 
mainly by a rapid increase in single-person households 
and two-people households (shown in the following 
chart). 
 
 Trend in the number of households in Korea 
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For 2012, Statistics Korea projects single-person 
households to comprise 25.3% of total households, and 
two-people households 25.2%. Some 50.5% of total 
households are expected to be either single-person or 
two-person households in 2012, with the percentage 
rising to 54% in 2015, 59% in 2020, and 62% in 2025. 
 
As we think single-person and two-person households 
are unlikely to opt for bigger houses, we believe long-
term demand for bigger homes could see a secular 
decline, boding ill for the outlook for prices of larger 
houses going forward but also implying that smaller-
sized homes would become more popular in the future. 

Other factors affecting the 
housing market outlook 

Given that housing market conditions are subject to 
many factors (listed earlier in this report), we have 
delved into each of these factors below. 
 
Housing supply ratio 
Housing supply data from the Korean Statistical 
Information Service (KOSIS) shows that the 
nationwide housing supply ratio as of 2011 was just 
102.3%; for the metropolitan Seoul area it was 99%, 
and for Seoul it was 97.1%.  
 
Considering that the housing supply ratios of 
developed countries such as Japan and the US 
exceeded 110% before their housing prices became 
sensitive to macroeconomic fluctuations, the seemingly 
low housing supply ratio in Korea in 2011 supports the 
view that Korea needs more houses. By extension, 
concerns in the market about a sharp drop in home 
prices in the near term strike us as overdone. 
 
 New housing supply ratio (incl. single-person households) 
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However, the above observation is based on KOSIS’s 
data for the new housing supply ratio, which recently 
started to include single-person households in its 
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calculation of the total number of households. KOSIS 
also started to classify multi-family homes as multi-
homes instead of just one house. 
 
The previous data for the housing supply ratio painted 
a less optimistic picture of nationwide home price 
trends in 2011: 114.2% (nationwide), 104.9% 
(metropolitan Seoul area), and 98.4% (Seoul). There is 
only a 3pp difference between the new housing supply 
ratio numbers and the old ones for Seoul (98.4% vs. 
97.1%), but an 11.9pp difference for the nationwide 
housing supply ratio (114.2% vs. 102.3%). 
 
 Old housing supply ratio trend (excl. single-person 

households) 
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 Comparison between new and old housing supply ratio data  
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Regardless of whether we refer to the new or old 
housing supply ratio data, we conclude that housing 
supply ratios for Seoul and the metropolitan Seoul area 
do not seem high and are still lower than 110% ― the 
level reached in Japan and the US prior to a substantial 
drop in housing prices in both countries. 
 
Given the relatively low housing supply in Korea ― in 
Seoul and the metropolitan Seoul area in particular ― 
we believe the likelihood of a substantial drop in 
housing prices in the near future is low. Based on the 
nationwide housing supply ratio, which increased by 
4pp from 2005 to 2011, we think it will take a decade or 

more for the housing supply ratio in Korea to exceed 
110%, assuming that the ratio increases going forward 
at the same pace as it did over 2005-11. 
 
Even if we incorporate an adjustment to the loophole in 
the new calculation for the housing supply ratio, which 
includes single-person households but excludes 
‘officetels’ that are used for residential purposes, we 
still conclude that Korea needs more houses. 
 
What is an officetel? Coming from the combination of 
‘office’ and ‘hotel’, and unique to Korea, an officetel is 
essentially a multi-purpose building with residential 
and commercial units offering basic amenities like 
sports centres and shopping facilities. The floor plan 
looks similar to that of the studio apartment in western 
countries. Officetels are located mainly in the 
downtown or major transportation hubs, as tenants of 
officetels are most likely to be working-class single-
person households or two-people household families. 
Other occupants that lease officetels for commercial 
use are typically travel agencies, trading companies, 
and small to medium-sized business 
owners/professionals including lawyers, accountants, 
tax accountants, professors, and artists. The officetel is 
designed to be a partially self-contained building, 
meaning that occupants can live and work in the same 
building, minimising commuting time. Since the Asian 
financial crisis, demand for officetels has increased 
rapidly due to deregulation, and they now take up a 
substantial portion of housing market in the 
metropolitan Seoul area. 
 
Based on estimates from an industry source, the 
housing supply ratio in Seoul including officetels that 
are used for residential purposes is 4pp higher than the 
government’s number of 97.1%. Therefore, even 
including officetels, the housing supply ratio in the 
Seoul area would only have been 101.1% in 2011 — still 
substantially short of 110%. 
 
In addition, the number of houses per 1,000 people in 
Korea in 2010 was 302, 275 houses in the metropolitan 
Seoul area and 258 houses in Seoul. These figures are 
substantially lower compared with Japan (450 houses 
in 2005), the UK (439 houses in 2009) and the US (410 
houses in 2010). 
 
Looking at the housing supply ratio and the number of 
houses per 1,000 people in Korea compared with other 
countries, we can conclude that Korea will still need 
more houses going forward. Thus, in our view, 
concerns in the market that Korea may go through the 
same experience as Japan with its bubble bursting 
since 1990, or what the US experienced with the sub-
prime mortgage crisis since 2007, look premature. 
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Home ownership 
Home ownership data on Korea only goes back to 2005. 
According to Statistics Korea, nationwide home 
ownership in 2005 and 2010 was 60.3% and 61.3%, 
respectively. When we compare the home ownership 
trend in the US with that in Korea in 2005 and 2010 
(as seen in chart below), we can see that Korea’s home 
ownership level has remained low and we assume this 
to be the case currently. 
 
 Home ownership trend in the US and Korea  
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While the historical data for home ownership in Korea 
is limited, data on the percentage of owner occupancy 
of homes in the country goes back to 1980 (as seen in 
the following chart). 
 
 Percentage of owner occupancy of homes in Korea 
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The nationwide owner-occupancy ratio in 2010 was 
54.2%, or 7.1pp lower than the nationwide home 
ownership ratio that year. If we assume that the 7.1pp 
difference could be applied to the metropolitan Seoul 
area and Seoul, we estimate that home ownership for 
the metropolitan Seoul area and Seoul would be 53.5% 
and 48.2%, respectively. In our view, these home 
ownership ratios are still low enough that high home 
ownership and potentially mounting downward 
pressure on home prices should not be a concern. 
 

Growing concerns over household debt 
leading to a potential credit squeeze 
Korea’s household debt level expressed as a percentage 
of household disposable income started to exceed that 
of the US from 2010, and in 2011 reached the peak level 
recorded in the US in 2007, as shown below. Such a 
level is of increasing concern to policymakers and the 
market. 
 
 Household debt/disposable income of households in the US 

and Korea 
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Concerns about individual household debt have led us 
to investigate further the debt payment capability of 
households, by assessing the overall assets and 
liabilities of households in addition to their disposable 
income. 
 
We have looked at the flow of funds data provided by 
the Bank of Korea (BoK), and have obtained numbers 
on financial assets and liabilities of households (to be 
exact, households including small unincorporated 
business owned by households) and non-profit 
institutions serving households. The data shows that 
the financial assets of households and non-profit 
institutions serving households as of 1Q12 were 2.14x 
greater than their financial liabilities. 
 
 Financial assets/financial liabilities of households and non-

profit institutions servicing households 
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Cash and deposits accounted for 46% of households’ 
and non-profit institutions servicing households’ 
financial assets as of 1Q12, meaning the amount of cash 
and deposits was almost on a par with the total amount 
of financial liabilities. Therefore, with financial 
liabilities able to be paid off through households’ and 
non-profit institutions’ cash and deposit holdings, we 
believe the existing debt level is not a serious problem 
per se when we look at the households as an aggregate. 
 
Above, we have only counted aggregate households and 
non-profit institutions’ financial assets compared with 
financial liabilities. When we factor in households’ real 
asset holdings including real estate to assess the size of 
household financial liabilities compared with total 
household assets by incorporating the survey data from 
Korea Statistics, which is 73.6% on average, we 
estimate that the financial liabilities of households and 
non-profit institutions represent 12.3% of total assets 
of households and non-profit institutions. 
 
Since we have looked at the debt burden of households 
by looking at households in aggregate (and not 
focusing just on households with debt), we have 
referred to other data, based on a survey of 10,000 
households conducted by Korea Statistics in 
conjunction with the BoK and the Financial 
Supervisory Service conducted in 1Q12. Based on the 
data, 63% of households surveyed had debt and their 
financial assets amounted to 1.08x their financial 
liabilities. Though this number is much lower than that 
of 2.14x for total households shown above, we believe 
household debt is not a problem for many of the 
liability-holding households at all, particularly when 
considering their real estate holdings as well. 
 
 Household loan growth of banks and non-banks 
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 Increase in household loan amount with banks and non-banks 
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From a regulator’s perspective, rising household debt, 
despite healthy balance sheets generally for individual 
households, is still a concern. The Financial 
Supervisory Service (FSS) has been keen to contain the 
increase in household debt in Korea and believes the 
current high level will present challenges for 
policymakers in the future. 
 
To this end, the government came up with its 
‘Comprehensive Measures for the Soft Landing of 
Household Debt’ in June 2011, which aims mainly to 
trim the increase in household loans extended by 
commercial banks. However, despite the government’s 
efforts, household loans have continued to grow, this 
time from non-bank financial institutions. Hence, the 
government has shifted to focus more closely on curbing 
the increase in loans extended by non-bank financial 
institutions to households from February 2012. 
 
We acknowledge the market’s concerns that the 
government might suppress completely any increases 
in household loans through its recent move of guiding 
both banks and non-banks to lower down household 
loan increase. But, we would not see a move by the 
government as an immediate threat to credit 
availability in the household loan market (which would 
lead to an overall credit contraction), because in our 
view the government’s target is to control the pace of 
increase in household loans – which to us seems a 
prudent policy of stabilising the financial system, 
instead of eliminating household credit availability and 
inviting a credit crunch. 
 
Low interest rates, strong Jeonse and the 
burden of monthly rents 
Apartment prices in Korea have appreciated 
substantially since the early 2000s, as shown in the 
following chart. Nationwide apartment prices have 
continued to appreciate despite sluggish price 
movements in Seoul, due to strong price increases in 
regional cities. 
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 Apartment Purchase Price Index trend 
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The Jeonse price index has been on an upward trend 
following its trough reached in January and February 
2009. 
 
 Jeonse price to Purchase Price Index for apartments 
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Jeonse is a real-estate term unique to Korea. It refers to 
a leasing contract (usually two years) whereby the 
tenant pays a lump-sum deposit, which is usually a 
percentage of the market value of the apartment to the 
landlord on the day that the tenant moves in. The 
homeowner is then free to invest the deposit amount 
within the Jeonse period, as long as the same Jeonse 
amount is returned to the tenant at the end of the lease. 
 
The nationwide Jeonse price index bottomed out in 
January 2009 (at 52.3%), and has since recovered to 
61.3% as of June 2012. In Seoul, it has risen from 41% 
to 52.1% over the same period. We believe the major 
reasons for the high Jeonse price index currently are 
the market’s reduced expectations about strong home 
price appreciation in the future, along with prolonged 
low interest rates. This is because landlords’ lowered 
expectations of future home price appreciation have 
prompted some of them to compensate partially by 
raising the Jeonse amount that the tenants have to pay. 
Prolonged low interest rates have also led to this effect. 
 

 Trend of real interest rates and apartment Jeonse price index 
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The real interest rate, which we derive by subtracting 
the CPI growth rate from the weighted-average savings 
deposit interest rate from the banks (as Jeonse money 
is typically deposited into bank saving deposits by 
landlords), has remained low since 2009, while the 
Jeonse price index has increased steeply since then. 
 
Another phenomenon in Korea’s rental market amid 
the current low interest-rate environment is the rising 
number of home owners seeking alternative ways to 
receive compensation for the opportunity cost of 
owning a house, either through asking tenants for a 
higher Jeonse amount or switching from a Jeonse to a 
‘partial’ Jeonse by lowering the Jeonse amount and 
requesting a monthly rent in addition to the lowered 
amount. The combination of a partial Jeonse with a 
monthly rent enables the landlord to obtain a higher 
yield than from a pure Jeonse, since the portion of the 
Jeonse that is converted into a monthly rent payment 
generates a yield of about 6-7% for the landlord. 
 
If the current low interest rate environment continues, 
then more home owners will probably continue to rent 
their houses on a partial Jeonse with monthly 
payments instead of on a pure Jeonse. If this persists, 
tenants facing the rising cost of rents would be better 
off taking out loans to buy homes rather than accepting 
a partial Jeonse with monthly rents. 
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On the ground: 
interviews with realtors 
in the Gangnam Three 
Districts 

Restrictive measures recently 

rolled back. What’s next? 

On 10 May 2012, the government rolled back almost all 
of the restrictive measures imposed on the real estate 
market by the previous Roh Government, ostensibly to 
normalise unduly depressed transaction volumes. 
 
As the core of Korea’s residential property market 
comprises the districts located in the southeast of the 
city, the so-called Gangnam Three Districts, we visited 
eight realtors at random in the area (Seocho-Ku, 
Gangnam-Ku, and Songpa-Ku) to get a feel for the 
market there. 
 
 Location of the Gangnam Three Districts 

Source: Bingmaps, Daiwa  

 
Q1: Have apartment prices and transaction 
volume risen following the rollback of the 
previous measures?  
Almost all of the realtors said there had not been any 
meaningful rise in transaction volume since 10 May. 
Some said they had seen a marginal pick-up in 

transaction volume right before the roll-back based on 
the expectation of a rise in prices, but those people had 
been disappointed and now believed they had acted 
hastily. 
 
Q2: What measures do you think would 
increase transaction volume?  
Most of the realtors said the removal of debt-to-income 
(DTI) restrictions would be needed to help apartment 
transaction volumes recover to normal levels. This is 
because, in many cases, the income levels reported to 
the tax authority by professionals and self-employed 
people are much lower than their actual income. This 
means these people are unable to obtain a loan from a 
bank that truly reflects their repayment ability. One 
realtor said that elderly home owners with homes 
worth over W2bn found it difficult to secure home-
equity loans as they did not have sufficient income. As 
a result, such home owners sought loans from non-
bank institutions at much higher interest rates. 
 
Some realtors said DTI was not an important issue, 
because they had potential buyers who were cash-rich 
and for whom the DTI restrictions were irrelevant. The 
key factor for them in buying a house in Gangnam 
Three Districts was a good outlook for the property 
market. Another factor preventing them from buying 
was uncertainty about the global economic outlook, 
which they expected to last for a long time. As a result, 
these people would only buy houses that were for sale 
at a discount. 
 
Many of the realtors also suggested that applying 
exemptions or reducing the acquisition tax and 
registration tax associated with home purchases would 
also help boost transaction volume. In addition, they 
said the government should be more aggressive in 
liberalising the market, through measures such as 
lifting the cap on the pre-sale prices of apartments, and 
lifting the requirement for the inclusion of too many 
small-sized houses in the reconstruction of old 
apartment complexes. Some said that taxes on the 
valuation gains of houses should be reduced further for 
those who own more than one property. 
 
Q3: How would you characterise 
transactions over the past 3-6 months? 
Surprisingly for us, one realtor admitted that he had 
not had any transactions over the past three months. 
He said he had thought seriously about relocating his 
office to a place where the rent was less expensive. 
 
Most of the other realtors said there were potential 
buyers in the market, but that these were only 
interested in buying at a discount of 5-10% on the 
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asking price. They were buying in the expectation that 
prices would eventually pick up. However, prices are 
not rising; according to realtors, this is because there is 
a continuous supply of houses at discounted prices 
coming on to the market. Asked who was making these 
urgent sales, the realtors said it was owners of small 
businesses, suggesting to us that the domestic economy 
is in a fragile state. 
 
Q4: How do you cope with a prolonged 
period of low transaction volume? 
It was clear that the low level of transactions was 
making it a tough time for realtors. Some said it would 
have been difficult to continue if they had depended 
solely on the residential property business. Thus, many 
had started to offer services covering 5-10 storey 
commercial buildings, land, and consulting services. 
 
Given this change, we learned from the realtors that an 
increasing number of affluent people are buying 
commercial buildings to secure a stable income stream. 
We think this trend is related to the prolonged period 
of low interest rates and people’s expectation that this 
environment will continue for some time yet. 
 
Q5: What is the outlook for prices?  
Most of the realtors said they had no firm view on the 
nationwide home price trend. However, they did not 
believe the long-term outlook was bright given the 
demographic changes in the country. Nonetheless, 
almost all the realtors we met with in the area said that 
house prices in Gangnam had weakened considerably 
since the peaks reached in 2008 and 2010. They 
believe that the current the price level itself is an 
attractive price level, since it reflects at least about two 
years of price corrections. Therefore, they expect house 
prices in what is considered the core of Seoul (and thus 
of Korea) to rise over a time span of 5-7 years, given 
that many old apartment buildings in the area are 
likely to be redeveloped in the near future. 
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Reshaping of Seoul to 
continue through 
‘reconstruction’ 

Run-down parts of the city still  
ripe for reconstruction 

One of the major drivers of house prices in Seoul, 
particularly in Gangnam Three Districts, from the early 
2000s until 2006-08 was the redevelopment of run-
down apartments in prime locations into high-rise 
blocks. 
 
When an old five-storey apartment complex in 
Gangnam Three Districts was allowed by the district 
and the city government to be developed into a 20-30-
storey high rise, windfalls were all but guaranteed for 
the home owners.  
 
For the owners of run-down apartments, 
reconstruction can lead to an improved quality of life 
since the owners can live in a brand new home with 
spacious parking space located underground; also, 
some dwellings have high-tech features locating the 
spot where you have parked your car and even 
providing information such as weather forecasts, etc.  
 
In addition, such reconstruction in the past has 
brought about sharp appreciation of home prices (300-
400% capital appreciation in some cases). For owners 
of old run-down apartments, much of the cost of 
reconstruction is recouped, with a profit made from the 
sale of the additional units built, as living in a new, 
large apartment in Gangnam Three Districts is a dream 
for many people in Korea. Also, construction 
companies could fill their order books with 
construction projects and generate gross-profit 
margins of about 10-15% on these projects. 
 

 Old apartments suitable for redevelopment in Gangnam 

Source: Daiwa 

 
 New apartments in Gangnam following redevelopment  

Source: Daiwa 

 
Due to the high level of property investment activity 
and the reconstruction bubble, the Roh Government 
introduced measures to restrict the profitability of 
reconstruction by reducing plot ratios, and imposing a 
levy on the gains from reconstruction. Thus, many 
owners’ associations for old, run-down apartments 
decided not to seek redevelopment, resulting in the 
high level of redevelopment activity abating. 
 
The city of Seoul cannot leave old, run-down 
apartments in its prime areas forever. If the 
government comes up with strong incentives to put as 
much as much profit as possible into the hands of 
home owners with old apartments, then we think 
reconstruction activity will resume, with the demolition 
of the old apartments likely to have a spill-over effect 
on rents and/or demand for homes for several years 
thereafter. 
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Interestingly, residents of a large apartment complex 
that is being redeveloped may cause rents in the 
surrounding area to increase temporarily, as the 
residents have to move out for a while when the work 
gets under way. 
 
Should the government decide to boost the housing 
market in this way, it is likely to be controversial in a 
society where the bi-polarisation of wealth is a hot 
topic (See our Seoul Searching report of 9 April 2012, 
On-the-ground in today’s Korea.) However, as the 
housing market is unlikely to receive a boost from the 
rollback of restrictive measures on 10 May, we expect 
the government to seek to introduce stronger measures. 
Thus, we think it is too early to conclude that Seoul’s 
property market is on a long-term downtrend. 

http://asiaresearch.daiwacm.com/eg/cgi-bin/files/SeoulSearching120409.pdf#page=1
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Conclusion: 
opportunities over the 
medium term  

Expecting weakness in property 
market to abate or even reverse 

We expect the current weakness in the property market 
to abate and even reverse to display some strength over 
the medium term (ie, on a three-year horizon).  
 
The government is likely to continue to control the 
mortgage loan market due to the high level of 
household debt as a proportion of household 
disposable income. However, as we discussed in the 
previous section, we believe that what the government 
wants is to see is a smaller increase in the overall level 
of household debt over time (0.6% growth on a 
monthly basis). Therefore, investor concerns about an 
abrupt contraction by the financial companies in their 
outstanding household debt balances, which could 
cause a collapse in the country’s housing market and 
financial system, should be mitigated, in our view. 
Obviously, that is not what the government would like 
to see. If short-term housing market weakness 
continues, then we believe the government would bring 
in measures to revive the property market, just as it has 
attempted to do so on 10 May. 
 
Given this, we see a reasonably high probability of 
further deregulation of the property market in Korea, 
such as granting more incentives to make 
reconstructions profitable enough to be carried out 
based on profit motives by home owners and 
construction companies, as a way of bolstering the 
Korean economy. 
 
Under such a scenario, financial companies would 
probably extend credit, as large-scale redevelopment 
projects, particularly in prime areas in Korea, would 
not be viewed as excessively risky. Thus, as in the past, 
collective mortgage loans, which are extended to all the 
old run-down home owners as one group, would be 
readily available for the projects from financial 
companies, and these collective mortgage loans would 
probably be guaranteed either by the financially 
healthy major home builders and/or the Korea 

Housing Guarantee Company, which is owned by the 
government (55.05%), financial companies (17.88%), 
and construction companies (12.21%). The financial 
companies would take the land owned by old run-down 
house owners’ as collateral in addition to the 
aforementioned guarantees. 
 
So-called collective mortgage loans, particularly for 
reconstructions of old apartments, are very low-risk 
projects and the continuation of such projects is much 
needed for the reshaping of Seoul, in our view. 
Therefore, we believe that the credit supply for such 
projects will be available and that these reconstruction 
projects could be one of the major factors that could 
strengthen the property market over the medium term, 
particularly in Seoul. 

Implications for banks, 
construction companies, and 
convenience stores 

Despite Korea’s currently weak real estate market 
environment, we are positive about the outlook for the 
real estate market over the medium term, ie out to at 
least 2015 if not longer. Therefore, we do not expect the 
banks and construction companies to face serious 
headwinds from the household-debt problem over the 
near term. We would only expect there to be 
formidable yet fundamental downward pressure on 
home prices if a number of demographic changes were 
to converge, such as: 1) a secular decline in the number 
of individuals of home-buying age, 2) baby boomers 
retiring and potentially downsizing or selling their 
properties, 3) a larger proportion of elderly people with 
low incomes exiting the property market, and 4) a 
rapid increase in the number of single-person 
households resulting in reduced demand for large units. 
 
While it is impossible to pinpoint when these factors 
might converge, we think it will be by about 2018 at the 
latest, because: 1) the number of those in the first-
home-buyer and buyers-of-large-homes age groups 
combined is expected to decline from 2018 based on 
the demographic projections made by Korea Statistics, 
and 2) baby boomers’ retirement should be completed 
by 2019, assuming a retirement age of 55. 
 
Korea’s relatively low housing-supply ratio and home 
ownership level, and the number of houses per 
thousand people currently, suggest to us that structural 
weaknesses in the housing market are unlikely to 
materialise in the next couple of years. In addition, the 
government’s ability to influence the property market, 
including the residential segment, through policy 



Seoul Searching 
10 July 2012 

 

- 14 - 

 
 

 

measures, such as capital-gains tax, property tax and 
floor-space controls, remains strong. 
 
Therefore, we believe it is much too early to be 
concerned about a negative scenario in housing prices 
having a massive impact on the banks and construction 
companies. 
 
While investment sentiment towards banks and 
construction companies over the short term is likely to 
be affected by developments in the Eurozone 
economies and other global issues, we believe that 
attractiveness of banks and constructions companies 
would increase given our positive medium-term 
outlook for the property market. 
 
Among the banks, we like retail giant KB FG (105560 
KS, W36,800, Buy [1]), as in our view it has the 
greatest potential to use its large amount of capital to 
take advantage of the favourable conditions for buyers 
in the M&A market going forward. On fundamental 
grounds, we like Hana FG (086790 KS, W35,300, 
Buy [1]), because it acquired its major competitor at a 
time when the M&A market was favourable for buyers, 
and we believe the positives of the acquisition are not 
yet fully priced in. While we believe all the banks we 
cover would reap the benefits of our positive medium-
term outlook for the property market, the two names 
highlighted above offer additional appeal with the 
structural factor of inorganic growth through M&As.  
 
In addition, among Korea’s regional banks we see BS 
FG (138930 KS, W12,050, Buy [1]) as a lateral 
play through its exposure to Busan’s housing market.     
 
Among the home builders, we like Hyundai 
Development (012630 KS, W23,150, 
Outperform [2]), a domestic housing-market play. It 
recorded a 1H12 pre-sales ratio of more than 80%, 
demonstrating that it has been successful in finding 
niche demand in the pre-sales market. We expect the 
company’s pre-sales units to rise YoY in 2012 and 
forecast more than 10,000 units this year (compared 
with pre-sales of 6,500 units in 2011). 
 
In addition, management’s efforts to expand the 
company’s landbank look set to continue, supported by 
an inflow of cash from recently completed in-house 
projects. We believe this will sustain its highly 
profitable in-house business in the years ahead. 
 
In the retail space, we like GS Retail (007070 KS, 
W24,400, Outperform [2]), the second-largest 
player in the Convenience Store Sector in terms of the 
number of stores, because it is benefitting from the 
rapidly increasing number of single-person households.  

GS Retail is the main beneficiary of Korea’s current 
demographic trend, in our view. The rapid growth in 
the number of single-person households should see 
more people opt to shop at convenience stores located 
close to their home rather than at large super 
supermarkets that are kilometres away. Also, as baby 
boomers reach retirement age, the number of 
convenience-store franchisees is likely to increase, as 
the retirees will probably seek convenience stores as a 
steady income generator. This is because the earnings 
generated from a convenience store franchise are more 
stable compared with earnings produced from 
managing an SME business given that minimum levels 
of income are guaranteed by the companies owning the 
franchises during the initial two years of opening. This 
should lead to more new store openings. In addition, a 
rise in the number of traditional mom-and-pop stores 
being converted into convenience stores should 
contribute to new store openings. 
 
Risks to our view 
If interest rates globally were to be raised sharply 
despite the massive monetary-easing policies of the 
major central banks, and if this were to lead to interest 
rate increases in Korea, then households’ debt payment 
capability would most probably deteriorate. Financial 
companies, on concerns about such deterioration, 
would probably start to adopt conservative credit 
policies, which could in turn trigger a contraction of 
credit supply to households and lead to falls in property 
prices. 
 
Another risk would be an unexpectedly sharp drop in 
economic activity in Europe or China resulting in the 
US dollar becoming substantially stronger against the 
Won, with the subsequent outflow of money by foreign 
investors leading to a sharp fall in property prices. 
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 Korea Banks Sector: valuation summary 
  
  Code  

Mkt Cap 
(Wtn) Price (W)  

  
Rating 

  PER (x)  PBR (x)  Div. yield (%)  ROE (%)  EPS growth (%) 
    FY11 FY12E FY13E   FY11 FY12E FY13E   FY11 FY12E FY13E   FY11 FY12E FY13E   FY11 FY12E FY13E 

Banking                                                  
KB Financial Group  105560 KS 14.2          36,800    Buy (1)   5.7  5.7  5.1   0.6 0.6 0.5    2.0 3.5  3.9   11.6 10.5  10.6   2427.3 (0.0) 11.2 
Shinhan Financial Group 055550 KS 18.0          38,000    Outperform (2)   6.2  7.0  5.7   0.7 0.7 0.6    3.4 2.9  3.4   12.7 9.8  11.1   39.3 (11.4) 23.4 
Woori Finance Holdings  053000 KS 9.4          11,700    Outperform (2)   4.4  5.6  4.5   0.5 0.5 0.5    2.3 1.8  2.2   13.6 9.5  10.8   80.4 (21.6) 22.9 
Hana Financial Group  086790 KS 8.6          35,300    Buy (1)   6.8  3.7  4.9   0.6 0.5 0.5    2.2 4.1  3.1   10.0 15.6  10.4   7.8 82.7 (25.1) 
Korea Exchange Bank 004940 KS 5.2            8,030    Outperform (2)   3.1  4.8  4.6   0.6 0.5 0.5    18.8 2.6  2.7   19.7 12.0  11.2   62.0 (35.3) 4.7 
Industrial Bank of Korea 024110 KS 6.7          12,300    Underperform (4)   5.4  5.9  5.8   0.6 0.6 0.5    4.7 3.8  3.9   10.5 8.7  9.8   12.8 (8.5) 2.2 
DGB Financial Group  139130 KS 1.8          13,600    Outperform (2)   5.9  5.3  4.7   0.8 0.7 0.6    2.6 3.9  4.3   14.3 14.2  14.0   34.0 12.0 11.5 
BS Financial Group  138930 KS 2.3          12,050    Buy (1)   6.0  5.2  4.6   0.8 0.7 0.6    3.4 4.0  4.5   14.4 14.3  14.3   13.1 13.9 13.0 
Source: Bloomberg, *Daiwa forecasts Note: Prices are as at 10 July 2012 
 

 Korea Construction Sector: valuation summary 
  
  Code  

Mkt Cap  
(Wtn)  Price (W)  

  
Rating 

  PER (x)  PBR (x)  EV/EBITDA (x)  ROE (%)  EPS growth (%) 
    FY11 FY12E FY13E   FY11 FY12E FY13E   FY11 FY12E FY13E   FY11 FY12E FY13E   FY11 FY12E FY13E 

Construction                                                  
Samsung Engineering 028050 KS  7.1         178,000    Outperform (2)   13.8 12.6 10.8    5.4 3.9 3.0    8.5 8.0 6.4    44.5 35.9 31.7    39.2 9.7  17.2  
Daelim Industrial 000210 KS  3.2           90,900    Buy (1)   8.7 5.7 5.3    0.7 0.7 0.6    5.7 4.3 3.6    8.6 12.1 11.7    3.3 51.9  7.3  
Daewoo E&C 047040 KS  3.6             8,780    Hold (3)   10.5 12.1 9.9    1.0 0.9 0.8    8.8 7.8 6.0    9.9 7.8 8.9    n.m. (13.0) 22.6  
Hyundai E&C 000720 KS  7.0           62,500    Outperform (2)   10.2 9.8 7.9    1.7 1.4 1.2    7.8 7.0 5.7    17.9 15.8 16.9    29.6 3.2  24.9  
GS E&C 006360 KS  3.9           75,800    Outperform (2)   9.1 10.4 9.2    1.0 1.1 1.0    5.5 8.1 7.1    11.6 10.3 11.5    4.0 (12.1) 13.4  
Hyundai Development 012630 KS  1.7           23,150    Outperform (2)   7.9 7.4 6.2    0.7 0.7 0.6    8.9 6.9 5.8    9.2 9.4 10.2    107.6 6.2  18.7  
Samsung C&T 000830 KS  9.8           62,500    Outperform (2)   24.3 16.7 15.0    1.0 1.0 0.9    16.4 14.4 12.5    4.5 6.0 6.4.    (14.2) 45.6  10.9  
Source: Bloomberg, *Daiwa forecasts Note: Prices are as at 10 July 2012 
 

 Korea Retail Sector: valuation summary 
  
  Code  

Mkt Cap 
(Wtn)  Price (W)  

  
Rating 

  PER (x) PBR (x) EV/EBITDA (x) ROE (%) EPS growth (%) 
    FY11 FY12E FY13E   FY11 FY12E FY13E   FY11 FY12E FY13E   FY11 FY12E FY13E   FY11 FY12E FY13E 

Retail                                                  
Lotte Shopping 023530 KS 9.1        314,000   Buy (1)   9.8  9.1  7.7   0.7 0.6 0.6   7.0 7.6 6.9   6.9 6.9 7.6   (7.4) 7.5 18.0 
E-Mart 139480 KS 7.0        250,000   Hold (3)   12.9  12.9  12.2   1.2 1.1 1.0   9.2 8.5 7.9   0.0 9.2 8.9   0.0 (0.5) 6.2 
Hyundai Dept Store 069960 KS 3.2        138,000   Buy (1)   7.9  7.8  7.2   1.1 1.0 0.8   6.8 6.1 5.5   11.7 13.0 12.5   (23.0) 1.2 9.5 
Shinsegae 004170 KS 2.1        211,000   Hold (3)   12.4  11.5  10.4   0.9 0.9 0.8   9.0 8.8 8.6   3.5 7.9 8.1   (40.2) 7.6 11.0 
GS Retail 007070 KS 1.9          24,400   Outperform (2)   20.1 15.2 12.3   1.3 1.2 1.1   9.5 7.4 6.1   6.6 8.4 9.6   30.6 32.2 23.8 
Hyundai Home Shopping 057050 KS 1.3        107,000   Buy (1)   9.0  8.0  7.1   1.5 1.3 1.1   2.7 1.9 0.8   18.4 17.6 17.1   (7.0) 12.3 13.8 
CJ O Shopping 035760 KS 1.2        189,000   Outperform (2)   9.8  9.1  8.0   3.4 2.5 2.0   9.6 8.6 7.8   34.4 31.7 27.6   25.8 7.3 13.9 
GS Home Shopping 028150 KS 0.6          91,300   Hold (3)   2.7  5.9  5.5   1.0 0.8 0.7   1.4 0.7 0.0   42.5 15.0 14.5   191.1 (55.1) 8.4 
Source: Bloomberg, *Daiwa forecasts Note: Prices are as at 10 July 2012 
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 KB FG: share price and Daiwa recommendation trend 
Date 03/16/2012 10/20/2011 2/7/2011 8/27/2010 7/23/2010   
Target price 53,000 46,800 72,200 58,900 62,100   
Rating 1 2 2 2 2   
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 Hana FG: share price and Daiwa recommendation trend 

Date 10/13/2011 6/17/2011 2/7/2011 12/13/2010 10/20/2010 10/18/2010 8/27/2010 
Target price 54,300 42,700 57,300 47,000 40,500 45,500 39,100 
Rating 1 2 1 2 2 2 2 
 
Date 7/15/2010       
Target price 46,800       
Rating 2       
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Source: Daiwa 
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 BS FG: share price and Daiwa recommendation trend 
Date 12/07/2011 4/5/2011      
Target price 16,800 18,700      
Rating 1 2      
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 Hyundai Development: share price and Daiwa recommendation trend 

Date 2/6/2012 10/21/2011 8/2/2011 5/4/2011 2/17/2011 2/9/2011 11/3/2010 
Target price 28,000 25,000 36,000 41,000 38,000 36,000 32,000 
Rating 2 2 2 2 2 3 3 
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Source: Daiwa 

 



Seoul Searching 
10 July 2012 

 

- 18 - 

 
 

 

 GS Retail: share price and Daiwa recommendation trend 
Date 24/05/2012       
Target price 27,000       
Rating 2       
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Daiwa’s Asia Pacific Research Directory 
HONG KONG    SOUTH KOREA   
Nagahisa MIYABE  (852) 2848 4971 nagahisa.miyabe@hk.daiwacm.com  Chang H LEE (82) 2 787 9177 chlee@kr.daiwacm.com 
Regional Research Head  Head of Korea Research; Strategy; Banking/Finance 

Christopher LOBELLO (852) 2848 4916 christopher.lobello@hk.daiwacm.com  Sung Yop CHUNG (82) 2 787 9157 sychung@kr.daiwacm.com 
Regional Research Co-head  Pan-Asia Co-head/Regional Head of Automobiles and Components; Automobiles; Shipbuilding; Steel 

John HETHERINGTON (852) 2773 8787 john.hetherington@hk.daiwacm.com  Anderson CHA (82) 2 787 9185 anderson.cha@kr.daiwacm.com 
Head of Product Management  Banking/Finance   

Tathagata Guha ROY (852) 2773 8731 tathagata.guharoy@hk.daiwacm.com  Mike OH (82) 2 787 9179 mike.oh@kr.daiwacm.com 
Head of Thematic Research; Product Management  Capital Goods (Construction and Machinery) 

Mingchun SUN (852) 2773 8751 mingchun.sun@hk.daiwacm.com  Sang Hee PARK (82) 2 787 9165 sanghee.park@kr.daiwacm.com 
Head of China Research; Chief Economist (Regional)  Consumer/Retail 

Dave DAI (852) 2848 4068 dave.dai@hk.daiwacm.com  Jae H LEE (82) 2 787 9173 jhlee@kr.daiwacm.com 
Deputy Head of Hong Kong and China Research; Pan-Asia/Regional Head of Clean 
Energy and Utilities; Utilities; Power Equipment; Renewables (Hong Kong, China) 

 IT/Electronics (Tech Hardware and Memory Chips) 

Kevin LAI (852) 2848 4926 kevin.lai@hk.daiwacm.com  Jihye CHOI (82) 2 787 9121 jihye.choi@kr.daiwacm.com 
Deputy Head of Regional Economics; Macro Economics (Regional)  Materials (Chemicals); Oil and Gas 

Chi SUN (852) 2848 4427 chi.sun@hk.daiwacm.com  Thomas Y KWON (82) 2 787 9181 yskwon@kr.daiwacm.com 
Macro Economics (China)  Pan-Asia Head of Internet & Telecommunications; Software (Korea) – Internet/On-line Game 

Jonas KAN (852) 2848 4439 jonas.kan@hk.daiwacm.com  Shannen PARK (82) 2 787 9184 shannen.park@kr.daiwacm.com 
Head of Hong Kong Research; Head of Hong Kong and China Property; Regional 
Property Coordinator; Property Developers (Hong Kong) 

 Custom Products Group 

Jeff CHUNG (852) 2773 8783 jeff.chung@hk.daiwacm.com   
Automobiles and Components (China)  TAIWAN   

Grace WU (852) 2532 4383 grace.wu@hk.daiwacm.com  Yoshihiko KAWASHIMA (886) 2 8758 6247 y.kawashima@daiwacm-cathay.com.tw 

Head of Greater China FIG; Banking (Hong Kong, China)  Consumer/Retail   
Jerry YANG (852) 2773 8842 jerry.yang@hk.daiwacm.com  Christine WANG (886) 2 8758 6249 christine.wang@daiwacm-cathay.com.tw 
Banking/Diversified Financials (Taiwan)  IT/Technology Hardware (Communications Equipment); Software; Small/Medium Caps 

Queenie POON (852) 2532 4381 queenie.poon@hk.daiwacm.com  Alex CHANG (886) 2 8758 6248 alex.chang@daiwacm-cathay.com.tw 
Banking (Hong Kong, China)  IT/Technology Hardware (Handsets and Components) 

Joseph HO (852) 2848 4443 joseph.ho@hk.daiwacm.com  Chris LIN (886) 2 8758 6251 chris.lin@daiwacm-cathay.com.tw 

Capital Goods –Electronics Equipments and Machinery (Hong Kong, China)  IT/Technology Hardware (PC Hardware - Panels) 

Bing Zhou (852) 2773 8782 bing.zhou@hk.daiwacm.com     
Consumer/Retail (Hong Kong, China)  INDIA 

Hongxia ZHU (852) 2848 4460 hongxia.zhu@hk.daiwacm.com  Punit SRIVASTAVA (91) 22 6622 1013 punit.srivastava@in.daiwacm.com 
Consumer, Pharmaceuticals and Healthcare (China)  Head of Research; Strategy; Banking/Finance 

Eric CHEN (852) 2773 8702 eric.chen@hk.daiwacm.com  Saurabh MEHTA (91) 22 6622 1009 saurabh.mehta@in.daiwacm.com 
Pan-Asia/Regional Head of IT/Electronics; Semiconductor/IC Design (Regional)  Capital Goods; Utilities 

Alexander LATZER (852) 2848 4463 alexander.latzer@hk.daiwacm.com  Deepak PODDAR (91) 22 6622 1016 deepak.poddar@in.daiwacm.com 
Pan-Asia/Regional Head of Materials; Materials/Energy (Regional)  Materials 

Felix LAM (852) 2532 4341 felix.lam@hk.daiwacm.com  Nirmal RAGHAVAN (91) 22 6622 1018 nirmal.raghavan@in.daiwacm.com 
Materials – Cement and Building Materials (China and Taiwan)  Oil and Gas; Utilities   

Mark CHANG (852) 2773 8729 mark.chang@hk.daiwacm.com     
Regional Head of Small/Medium Cap; Small/Medium Cap (Regional)  SINGAPORE 
John CHOI (852) 2773 8730 john.choi@hk.daiwacm.com  Tony DARWELL (65) 6321 3050 tony.darwell@sg.daiwacm.com 
Small/Medium Cap (Regional)  Head of Singapore Research, Pan-Asia Head of Property 

Cris XU (852) 2773 8736 cris.xu@hk.daiwacm.com  Josh CHERIAN (65) 6499 6549  josh.cherian@sg.daiwacm.com 
Small/Medium Cap (Regional)  Quantitative Research 

Pranab Kumar SARMAH (852) 2848 4441 pranab.sarmah@hk.daiwacm.com  Suzanne HO (65) 6499 6545    suzanne.ho@sg.daiwacm.com 

Head of Solar  Quantitative Research 

Kelvin LAU (852) 2848 4467 kelvin.lau@hk.daiwacm.com  Srikanth VADLAMANI (65) 6499 6570 srikanth.vadlamani@sg.daiwacm.com 
Transportation – Aviation, Land and Transportation Infrastructure (Regional)  Banking (ASEAN)   

Justin LAU (852) 2773 8741 justin.lau@hk.daiwacm.com  Adrian LOH (65) 6499 6548 adrian.loh@sg.daiwacm.com 
Head of Custom Products Group; Custom Products Group  Regional Head of Oil and Gas; Oil and Gas (ASEAN and China); Capital Goods (Singapore) 

Philip LO (852) 2773 8714 philip.lo@hk.daiwacm.com  David LUM (65) 6329 2102 david.lum@sg.daiwacm.com 
Custom Products Group  Property and REITs 

Jibo MA (852) 2848 4489 jibo.ma@hk.daiwacm.com  Ramakrishna MARUVADA (65) 6499 6543 ramakrishna.maruvada@sg.daiwacm.com 
Custom Products Group    Head of ASEAN & India Telecommunications; Telecommunications (ASEAN & India) 

       

PHILIPPINES   

Rommel RODRIGO (63) 2 813 7344  
ext 302 

rommel.rodrigo@dbpdaiwacm.com.ph     

Head of Philippines Research; Strategy; Capital Goods; Materials   

Alvin AROGO (63) 2 813 7344  
ext 301 

alvin.arogo@dbpdaiwacm.com.ph     

Economy; Consumer; Power and Utilities; Transportation – Aviation     

Danielo PICACHE (63) 2 813 7344  
ext 293 

danielo.picache@dbpdaiwacm.com.ph     

Property; Banking; Transportation – Port     
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Daiwa’s Office    

Office / Branch / Affiliate Address Tel Fax 

DAIWA SECURITIES GROUP INC    

HEAD OFFICE Gran Tokyo North Tower, 1-9-1, Marunouchi, Chiyoda-ku, Tokyo, 100-6753 (81) 3 5555 3111 (81) 3 5555 0661 

Daiwa Securities Trust Company One Evertrust Plaza, Jersey City, NJ 07302, U.S.A. (1) 201 333 7300 (1) 201 333 7726 

Daiwa Securities Trust and Banking (Europe) PLC (Head Office) 5 King William Street, London EC4N 7JB, United Kingdom  (44) 207 320 8000 (44) 207 410 0129 

Daiwa Europe Trustees (Ireland) Ltd Level 3, Block 5, Harcourt Centre, Harcourt Road, Dublin 2, Ireland (353) 1 603 9900 (353) 1 478 3469 

    

Daiwa Capital Markets America Inc Financial Square, 32 Old Slip, New York, NY10005, U.S.A. (1) 212 612 7000 (1) 212 612 7100 

Daiwa Capital Markets America Inc. San Francisco Branch 555 California Street, Suite 3360, San Francisco, CA 94104, U.S.A.  (1) 415 955 8100 (1) 415 956 1935 

Daiwa Capital Markets Europe Limited 5 King William Street, London EC4N 7AX, United Kingdom  (44) 20 7597 8000 (44) 20 7597 8600 

Daiwa Capital Markets Europe Limited, Frankfurt Branch Trianon Building, Mainzer Landstrasse 16, 60325 Frankfurt am Main,  
Federal Republic of Germany 

(49) 69 717 080 (49) 69 723 340 

Daiwa Capital Markets Europe Limited, Paris Representative Office 36, rue de Naples, 75008 Paris, France (33) 1 56 262 200 (33) 1 47 550 808 

Daiwa Capital Markets Europe Limited, London, Geneva Branch 50 rue du Rhône, P.O.Box 3198, 1211 Geneva 3, Switzerland  (41) 22 818 7400 (41) 22 818 7441 

Daiwa Capital Markets Europe Limited,  
Moscow Representative Office 

Midland Plaza 7th Floor, 10 Arbat Street, Moscow 119002,  
Russian Federation 

(7) 495 641 3416 (7) 495 775 6238 

Daiwa Capital Markets Europe Limited, Bahrain Branch 7th Floor, The Tower, Bahrain Commercial Complex, P.O. Box 30069,  
Manama, Bahrain 

(973) 17 534 452 (973) 17 535 113 

Daiwa Capital Markets Hong Kong Limited Level 28, One Pacific Place, 88 Queensway, Hong Kong (852) 2525 0121 (852) 2845 1621 

Daiwa Capital Markets Singapore Limited 6 Shenton Way #26-08, DBS Building Tower Two, Singapore 068809,  
Republic of Singapore 

(65) 6220 3666 (65) 6223 6198 

Daiwa Capital Markets Australia Limited Level 34, Rialto North Tower, 525 Collins Street, Melbourne,  
Victoria 3000, Australia 

(61) 3 9916 1300 (61) 3 9916 1330 

DBP-Daiwa Capital Markets Philippines, Inc 18th Floor, Citibank Tower, 8741 Paseo de Roxas, Salcedo Village,  
Makati City, Republic of the Philippines 

(632) 813 7344 (632) 848 0105 

Daiwa-Cathay Capital Markets Co Ltd 14/F, 200, Keelung Road, Sec 1, Taipei, Taiwan, R.O.C. (886) 2 2723 9698 (886) 2 2345 3638 

Daiwa Securities Capital Markets Korea Co., Ltd.  One IFC, 10 Gukjegeumyung-Ro, Yeouido-dong, Yeongdeungpo-gu, 
Seoul, 150-876, Korea  

(82) 2 787 9100 (82) 2 787 9191 

Daiwa Securities Capital Markets Co Ltd,  
Beijing Representative Office 

Room 3503/3504, SK Tower,  
No.6 Jia Jianguomen Wai Avenue, Chaoyang District,  
Beijing 100022, People’s Republic of China 

(86) 10 6500 6688 (86) 10 6500 3594 

Daiwa SSC Securities Co Ltd 45/F, Hang Seng Tower, 1000 Lujiazui Ring Road,  
Pudong, Shanghai 200120, People’s Republic of China 

(86) 21 3858 2000 (86) 21 3858 2111 

Daiwa Securities Capital Markets Co. Ltd,  
Bangkok Representative Office 

18th Floor, M Thai Tower, All Seasons Place, 87 Wireless Road,  
Lumpini, Pathumwan, Bangkok 10330, Thailand 

(66) 2 252 5650 (66) 2 252 5665 

Daiwa Capital Markets India Private Ltd 10th Floor, 3 North Avenue, Maker Maxity, Bandra Kurla Complex,  
Bandra East, Mumbai – 400051, India 

(91) 22 6622 1000 (91) 22 6622 1019 

Daiwa Securities Capital Markets Co. Ltd,  
Hanoi Representative Office 

Suite 405, Pacific Palace Building, 83B, Ly Thuong Kiet Street,  
Hoan Kiem Dist. Hanoi, Vietnam 

(84) 4 3946 0460 (84) 4 3946 0461 

    

DAIWA INSTITUTE OF RESEARCH LTD    

HEAD OFFICE 15-6, Fuyuki, Koto-ku, Tokyo, 135-8460, Japan (81) 3 5620 5100 (81) 3 5620 5603 

MARUNOUCHI OFFICE Gran Tokyo North Tower, 1-9-1, Marunouchi, Chiyoda-ku, Tokyo, 100-6756 (81) 3 5555 7011 (81) 3 5202 2021 

    

New York Research Center 11th Floor, Financial Square, 32 Old Slip, NY, NY 10005-3504, U.S.A. (1) 212 612 6100 (1) 212 612 8417 

London Research Centre 3/F, 5 King William Street, London, EC4N 7AX, United Kingdom (44) 207 597 8000 (44) 207 597 8550 
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Disclaimer 
This publication is produced by Daiwa Securities Group Inc. and/or its non-U.S. affiliates, and distributed by Daiwa Securities Group Inc. and/or its non-U.S. affiliates, except to the extent 
expressly provided herein. This publication and the contents hereof are intended for information purposes only, and may be subject to change without further notice. Any use, disclosure, 
distribution, dissemination, copying, printing or reliance on this publication for any other purpose without our prior consent or approval is strictly prohibited. Neither Daiwa Securities Group 
Inc. nor any of its respective parent, holding, subsidiaries or affiliates, nor any of its respective directors, officers, servants and employees, represent nor warrant the accuracy or completeness 
of the information contained herein or as to the existence of other facts which might be significant, and will not accept any responsibility or liability whatsoever for any use of or reliance upon 
this publication or any of the contents hereof. Neither this publication, nor any content hereof, constitute, or are to be construed as, an offer or solicitation of an offer to buy or sell any of the 
securities or investments mentioned herein in any country or jurisdiction nor, unless expressly provided, any recommendation or investment opinion or advice. Any view, recommendation, 
opinion or advice expressed in this publication may not necessarily reflect those of Daiwa Securities Capital Markets Co. Ltd., and/or its affiliates nor any of its respective directors, officers, 
servants and employees except where the publication states otherwise. This research report is not to be relied upon by any person in making any investment decision or otherwise advising with 
respect to, or dealing in, the securities mentioned, as it does not take into account the specific investment objectives, financial situation and particular needs of any person. 

Daiwa Securities Group Inc., its subsidiaries or affiliates, or its or their respective directors, officers and employees from time to time have trades as principals, or have positions in, or have 
other interests in the securities of the company under research including derivatives in respect of such securities or may have also performed investment banking and other services for the 
issuer of such securities. The following are additional disclosures. 

Japan 

Daiwa Securities Co. Ltd. and Daiwa Securities Group Inc.  
Daiwa Securities Co. Ltd. is a subsidiary of Daiwa Securities Group Inc. 
Investment Banking Relationship 

Within the preceding 12 months, The subsidiaries and/or affiliates of Daiwa Securities Group Inc. * has lead-managed public offerings and/or secondary offerings (excluding straight bonds) of 
the securities of the following companies: SBI Holdings Inc. (6488 HK); Shunfeng Photovoltaic International Ltd. (1165 HK); Rexlot Holdings Limited (555 HK); China Outfitters Holdings 
Limited (1146 HK); Beijing Jingneng Clean Energy Co. Limited (579 HK); Infraware Inc. (041020 KS) 

*Subsidiaries of Daiwa Securities Group Inc. for the purposes of this section shall mean any one or more of: Daiwa Capital Markets Hong Kong Limited, Daiwa Capital Markets Singapore 
Limited, Daiwa Capital Markets Australia Limited, Daiwa Capital Markets India Private Limited, Daiwa-Cathay Capital Markets Co., Ltd., Daiwa Securities Capital Markets Korea Co., Ltd. 

Hong Kong  

This research is distributed in Hong Kong by Daiwa Capital Markets Hong Kong Limited (“DHK”) which is regulated by the Hong Kong Securities and Futures Commission. Recipients of this 
research in Hong Kong may contact DHK in respect of any matter arising from or in connection with this research. 
Ownership of Securities 
For “Ownership of Securities” information, please visit BlueMatrix disclosure Link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. 
Investment Banking Relationship 
For “Investment Banking Relationship”, please visit BlueMatrix disclosure Link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. 
Relevant Relationship (DHK) 
DHK may from time to time have an individual employed by or associated with it serves as an officer of any of the companies under its research coverage. 
DHK market making 
DHK may from time to time make a market in securities covered by this research. 

Korea 

The developing analyst of this research and analysis material hereby states and confirms that the contents of this material correctly reflect the analyst’s views and opinions and that the analyst 
has not been placed under inappropriate pressure or interruption by an external party. 
 
Name of Analyst : Chang H. Lee 
 
Disclosure of Analysts’ Interests 
If an analyst engaging in or a person who exercises influences on the preparation or publication of a Research Report containing recommendations for general investors to trade financial 
investment instruments with regard to which the analyst or the influential person has personal interests and if the recommendations contained in the Report may have impacts on the personal 
interests, Daiwa Securities Capital Markets Korea Co., Ltd.(“Daiwa Securities Korea”)shall ensure that the Analyst or the influential person notifies that he/she has personal interests with 
regard to:  
 
1. The equity, the equity-linked bonds and the instruments with the subscription right to the equity issued by the legal entity covered in the Research Report (or the legal entity subject to the 

investment recommendations); 
2. The stock option granted by the legal entity covered in the Research Report (or the legal entity subject to the investment recommendations); or 
3. The equity futures, the equity options and the equity-linked warrants backed by the equity prescribed in the preceding Paragraph 1 as the underlying assets. 
 
Legal Entities subject to Research Report Coverage Restrictions 
Daiwa Securities Korea hereby states and confirms that Daiwa Securities Korea has no conflicts of interests with the legal entity covered in this Research Report: 
 
1. In that Daiwa Securities Korea does NOT offer direct or indirect payment guarantee for the legal entity by means of, for instance, guarantee, endorsement, provision of collaterals or the 

acquisition of debts; 
2. In that Daiwa Securities Korea does NOT own one-hundredth (or 1/100) or more of the total number of outstanding equities issued by the legal entity;  
3. In that The legal entity is NOT an affiliated company of Daiwa Securities Korea pursuant to Sub-paragraph 3, Article 2 of the Monopoly Regulation and Fair Trade Act of Korea;  
4. In that, although Daiwa Securities Korea offers advisory services for the legal entity with regard to an M&A deal, the size of the M&A deal does NOT exceed five-hundredths (or 5/100) of 

the total asset size or the total number of equities issued and outstanding of the legal entity;  
5. In that, although Daiwa Securities Korea acted in the capacity of a Lead Underwriter for the initial public offering of the legal entity, more than one-year has passed since the IPO date; 
6. In that Daiwa Securities Korea is NOT designated by the legal entity as the ‘tender offer agent’ pursuant to the Paragraph 2, Article 133 of the Financial Services and    Capital Market Act or 

the legal entity is NOT the issuer of the equity subject to the proposed tender offer; this requirement, however applies until the maturity of the tender offer period; or 
7. In that Daiwa Securities Korea does NOT have significant or material interests with regard to the legal entity. 
 
Disclosure of Prior Distribution to Third Party 
This report has not been distributed to the third party in advance prior to public release. 
 
The following explains the rating system in the report as compared to KOSPI, based on the beliefs of the author(s) of this report.  
 
"1": the security could outperform the KOSPI by more than 15% over the next six months. 
"2": the security is expected to outperform the KOSPI by 5-15% over the next six months. 
"3": the security is expected to perform within 5% of the KOSPI (better or worse) over the next six months. 
"4": the security is expected to underperform the KOSPI by 5-15% over the next six months. 
"5": the security could underperform the KOSPI by more than 15% over the next six months. 
 
“Positive” means that the analyst expects the sector to outperform the KOSPI over the next six months. 
“Neutral” means that the analyst expects the sector to be in-line with the KOSPI over the next six months 
“Negative” means that the analyst expects the sector to underperform the KOSPI over the next six months 
 
Additional information may be available upon request. 

Singapore 

This research is distributed in Singapore by Daiwa Capital Markets Singapore Limited and it may only be distributed in Singapore to accredited investors, expert investors and institutional 
investors as defined in the Financial Advisers Regulations and the Securities and Futures Act (Chapter 289), as amended from time to time. By virtue of distribution to these category of 
investors, Daiwa Capital Markets Singapore Limited and its representatives are not required to comply with Section 36 of the Financial Advisers Act (Chapter 110) (Section 36 relates to 
disclosure of Daiwa Capital Markets Singapore Limited’s interest and/or its representative’s interest in securities). Recipients of this research in Singapore may contact Daiwa Capital Markets 
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This research is distributed in the Philippines by DBP-Daiwa Capital Markets Philippines, Inc. which is regulated by the Philippines Securities and Exchange Commission and the Philippines 
Stock Exchange, Inc. Recipients of this research in the Philippines may contact DBP-Daiwa Capital Markets Philippines, Inc. in respect of any matter arising from or in connection with the 
research. DBP-Daiwa Capital Markets Philippines, Inc. recommends that investors independently assess, with a professional advisor, the specific financial risks as well as the legal, regulatory, 
tax, accounting, and other consequences of a proposed transaction. DBP-Daiwa Capital Markets Philippines, Inc. may have positions or may be materially interested in the securities in any of 
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If you decide to enter into a business arrangement with us based on the information described in materials presented along with this document, we ask you to pay close attention to the 
following items.  
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