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[ZI&=: 2009. 1. 15] POSCO A= o} (Ebl: plofol, &, B, %)
-371:359,000 & (2 & F) 2007 2008 2009E 2010F
A 7FEH:31,300.1 Aol off ZoH -y 3 22,206.7 30,642.4 28,791.3 31,8216
A2 S 4824 A SIS 31,099.3 34,873.6 36,435.3
Z |17} 594,000 A - HEE(%) 15 -17.4 127

Z| X 7} 242,000 & a0y =y F 4,308.3 6,540.1 4,787.8 5,948.8

9| ZOIX| B E:43.2% =3 o 6,585.6 5,937.8 6,169.7
-H &=l 507 H): 2.8% - HEE(%) 0.7 -19.4 -36
EBITDA 6,028.6 8,328.7 6,675.6 7,939.7

=0[2 3,679.4 4,446.9 4,006.3 4,993.1

EPS -y 5 42,202 51,005 45,951 57,268

-y o 58,988 55,985 58,650

- HSE %) -13.5 -17.9 24

PER 13.6 75 7.8 6.3

PBR 2.1 1.2 1.0 0.9

EV/EBITDA 8.2 4.1 49 41

ROE 15.9 17.0 13.7 15.2
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A7) AR oS Wk, 2009 A7 G9dololdt wolols 27 19.4%9) 17.9% o1k Z7gsh, B3
7} 450,0009 A3 o] 201095 9] YAAA 39X & Hspt §lo] RIMOE ARktse 99
78] At A o, AT 7L ASOE AR AT &% FTKl] AAAQ FR7H] At
A 7] wzolTk

HZY 1,257| TSt 42 0j01E MY, 2000 SHHA SiSAIOQ LIEK HY

YL 12827] 2% A3o] olod Aeltk, 33 WA, AR 9 AR sporrhd, DA
2 5o] 119 3 olF W5 4ol A4 4502 1l J50h 52 5)%0] Aun 94 9 o)
Rolt}, ] BRUASY W Bt | Fobm, A A5 A71ke] REEA AP
1

ool S
7|9 Fob | AFEY PER EV/EBITDA PBR ROE dUoldE
08 09 08 09 08 09 08 09 08 09
UNITED STATES STEEL CORP 303 3527.2 17 62 19 43 05 05 387 66 113 55
NUCOR CORP 395 123916 68 95 33 41 15 14 | 268 177 | 154 168
NIPPON STEEL CORP 31 212311 | 56 91 | 41 56 09 08 155 81 97 67
JFE HOLDINGS INC 258 158781 48 76 36 47 | 08 08 | 179 98 110 83
ARCELOR MITTAL 248 359514 25 69 12 18 | 05 05 223 102 | 151 94
THYSSENKRUPP AG 213 10,944.7 = G - 25 - 07 - us - 43
CHINA STEEL CORP 0.7 85536 = 73 150 = 52 83 12 12 | 172 96 | 170 93
BAOSHAN IRON & STEEL CO-A 0.7 130407 76 103 41 45 | 09 09 131 93 80 57
ANGANG STEEL COLTD -A 11 11478 | 65 100 42 49 09 09 140 94 134 87
TATA STEEL LIMITED 40 29565 20 30 | 36 45 04 04 227 13 97 82
POSCO 266.4 232248 89 84 55 53 16 14 | 188 171 | 213 182
FFoke 1d 14 BOHO|E
AtZ: Bloomberg, Factset, P2 FAESH 2 MR MEH
a2l BZHA F7t 8
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ks FARl i 5257EE QY7 RIMOE AXD oF #AXKE 38 47 1AEFd 719 §ow A=
St Qlok H¥XF7} 450,0009E 73 Y7HA 339,04793} A7IARESH 71K 99,63292] O AREH
Stk Ex7) AFA] RIM(Residual Income Model, Zrojololmd) o =0 7P82 #el 0.9, market risk
premium 5.2%, risk—free rate 5.3% 5°|t}. COE (A7)2AH2H]4) = CAPMel| 93) 9.7% 2 A=H Tk

POSCO SEF7} & (EH9l: 2)
FE HEFIL
Wy = Mz A
A.RIM valuation (B7|X| 253 7tx| A 2)
-RIM AHEZL2 COE 9.7% (Beta 0.9, Rm-Rf 5.2%, Rf 5.3%)E & A 339,047 351,460
B. @A ALE ZEtsH I XI2BA IR
- T2l ZAAL ERXE S THA| 99,532 96,086
C. & (A+B) 438,579 447 547
Az R EAEH 2MXME
POSCO ZH0{0|U2L(RIM): HY7IA| MY (219l pjoigd, &)
2008E  2009F 2010F 2011F 2012F 2013F 2014F 2015F 2016F 2017F 2018F  2019F
Net profit 3874 3357 4300 4571 4863 5195 5231 5635 6114 6679 7,269 7,897
Shareholder’s equity 27,783 30,823 34,778 39,119 43640 48475 52,765 57,274 62,043 67,020 72,001 77,253
Forecast ROE (FROE) 148% 115% 131% 124% 118% 11.3% 10.3% 102% 102% 10.4% 105%  10.6%
Spread (FROE-COE) 5.1% 1.7% 3.4% 2.6% 2.0% 1.6% 0.6% 0.5% 0.5% 0.6% 0.7% 0.9%
Residual income 1,333 508 1,112 979 840 718 310 287 315 407 513 644
Cost of equity (COE) 9.7%
Beta 0.9
Market risk premium (Rm-Rf) 5.2%
Risk-free rate (Rf) 5.3%
Beginning shareholder's equity 18,948.1
PV of forecast period RI 5,603.3
PV of continuing value 2,390.3
Equity value (C+P) 26,941.7
No of shares (common, mn) 87.2
12m TP
Fair price (C)
Current price (C) 359,000
Upside (-downside)
Implied P/B (x) 1.0
Implied P/E (x) 74

™ =
olel(ztojole)e| HHAIIXIE et FUS MYFFIA|(RZ|XH27IR)2 E= Valuaton 2R o[k &Aooz FHSHH CHST
7| Rp27bx| = Ap7[AH2 + o|2f Zojo[2le| #x7kx| &
* Tod0|Q(RIt) = E7|=0]Qft- AF7|ApEt-1* AFI|AH=H][E(Cost of Equity)t = AF7| XH2t-1* (ROEt - COEY)
RM2 O|2XMoz siEeelns(DDM), YoHISESAZHDCR 22 ZUE TESIHME SHXA|FA FTHME 4547
B ol Valuation ZE o[22t & = A0 AL Valuation 7|22H 2 AREstD QUL

! RIM(Residual Income Model, X+0{0| 222 sigsEetel2d el sttz FF AZolM FEXAF el X7|A21h X7|AH2H| &

Market Risk Premium && 7|& (Guidance)

T2 Mega Cap. Large Cap. Middle Cap. Small Cap.
J= M-cap 10 =@ of &t M-cap M-cap ) M-cap
- + MESE 'AMA0A Z~10 =+ 'A00| A 2MA2~1 =+BBB+O|& | 2T 0|2H+BBB-'O| &t
Risk Premium 5.2% 6.0% 7.0% 8.0%

* Risk Free Rate = 5.3%(&3 &)
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POSCO 27|¥ EjZ 0]
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A, A2HEEA S22 T of2
POSCO2 43%7] gefole]& AIE7 ] 59.7% S7K3F 1% 3976992 7|Zalo] YAk 244 1% 4431
9E 2%(3.1%) A3 AFDANAAZ 563099 dHIRE 10.6% & FFolth 1294 ¢
o] HEEE YAERlom, H29] Q914 K129 208HE) 714 APtk e ek 427] A4
Al d Auet Zoz Hrkst 4= Q) 447] £0]o) 7,214 907 WAL FAHAE T7) SSlsiglE), ol
A/ o AR glsltaiale) FEglon AEsolele] AxpAgg] witeldt 447] sl
2 323299 (d%7] 4639 & 715gom, ARl AdEr] 11719994 240194
Azl AghE e,

4387) RS 707 5WHECE AdE7|] 3.7% Aasilon ARE|tH 2 13.1% Asislth #5
A2 3 dfgo] AdE7Io] 25.7% S7Kele] ofds] £87k AZFE Ao EAdnh Jeh A%
3, Yol A7 AEQEA 5 AdE7 U] 42 10.6%, 2.6%, 14.6%, 40.1% 728101 H213H ¢

e ISt B S A1 el Bk A1) A% AEANAS Tl 480 487) AE
A4S A7) Hls) 2 WEt gl

POSCO 4 £7| A (Sh9l: Mo, %)
4Q08
4T 1Q08 - 2Q08 3Q08 Ut E X y-y g-qg =AFEA Consensus
o &4 54340 6,066.2 74580 88130 8,305.3 52.8 58 8,762.2 8,948.0
gedole 875.3 1,273.7 1,884.8 1,984.0 @ 1,397.6 59.7 -29.6 1,443.1 1,563.0
M&ole 909.3 1,339.9 19396 1679.0 8710 6.2 -49.2 1,739.5 1,366.2
=0[<] 7130 11,0312 14756 12187 7214 -1.0 -42.1 14175 1,046.6

AtZ: POSCO, FnGuide, &I FAS 2 2| A x| HE
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POSCO¢] 20094 7] Y98 A734e AR 1 A
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& AAE7|M) 27.2%8F 12.9% 743k 577.9%HET} 698 5RHES 7]158

g A7) AARA oS HREled 2009\ 7t vz dold], 019 T2 71ETH] 42 17.4%,
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2z 2 A" (HE/E) oIAE QIME dRuE HE IEY |INESE
'08 '09E (&) ('09) Fod|8 (/)
HEAM 98 68 -30% -29 100% 1.56 -46
=& 91 63 -30% -27 80% -34
i 124 87 -30% -37 18% -10
= 129 91 -30% -39 3% )
FAHE 254 139 -45% -114 100% 0.79 -87
ZE™Et 300 165 -45% -135 42% -44
o|™Et 203 112 -45% 91 33% -23
BRI EF 212 117 -45% -95 19% -14
LB FAEL 209 115 -45% -94 7% 5
A -132
Hg3g(|ig) 1,203
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POSCO F2¢ =% ¥ Tz 0]

'01 '02 '03 ‘04 '05 '06 ‘07 ‘08 '09E "10F
of &M (M)
dod 2,714 2,943 3,837 5,076 5,258 4,101 4,011 6,040 5,548 6,143
o 1,212 1,226 1,287 1,938 2,392 2,577 3,004 4,849 5,207 5413
M 689 685 805 1,075 1,283 1,079 1,174 1,744 1,790 1,851
oA 3,521 3,784 4,624 5,981 7,203 6,361 7,115 10,871 9,945 11,230
Mo\ ZE 296 343 419 524 674 663 1,074 1,512 1,496 1,646
STS 1,847 1,894 2,630 4,271 3,887 4,272 4,639 3,935 3,214 3,864
7| E} 808 853 756 928 998 990 1,190 1,691 1,590 1,674
S0 &EY 11,086 11,729 14,359 19,792 21,695 20,043 22,207 30,642 28,791 31,822
L == 8,229 8,897 10,343 13,925 15,245 13,783 15,532 20,838 19,084 21,397
==& 2,883 2,857 4,043 5,896 6,476 6,282 6,700 9,841 9,736 10,455
ol FHEHE)
o 9,975 9,358 10,461 10,226 9,200 8,328 7,642 7,759 6,841 7,684
o 3,068 3,036 2,970 3,303 3,419 3,900 4,297 5,157 5,143 5,254
MR 1,848 1,832 1,969 2,014 1,944 1,853 2,018 2,020 1,974 2,072
o od 8,389 9,020 9,281 9,844 10,428 10,760 11,763 12,793 10,928 12,377
™oL 529 589 655 701 727 659 907 932 851 937
STS 1,239 1,247 1,571 1,937 1,858 1,885 1,609 1,306 1,221 1,340
7| et 2,064 2,113 1,293 1,177 1,083 1,157 1,345 1,199 1,070 1,168
M| Eof 2 27,112 27,194 28,200 29,202 28,659 28,542 29,581 31,166 28,028 30,832
Hol sty okl E)
4o 27 31 37 50 57 49 52 78 81 80
o 40 40 43 59 70 66 70 94 101 103
MR 37 37 41 53 66 58 58 86 91 89
o od 42 42 50 61 69 59 60 85 91 91
™oL 56 58 64 75 93 101 118 162 176 176
STS 149 152 167 220 209 227 288 301 263 288
7| Et 20 21 23 35 43 34 33 58 62 63
=2 F7}H US$iton)
A ZHAM (c&f) 25 24 26 32 45 55 64 101 89 87
A EH(c&f) 47 49 49 72 114 111 104 220 177 159
JTHE(CIF) 110 116 160 267 275 254 330 432 347 399
L Z(CIF) 5,952 6,768 9,634 13,852 15,230 21,654 40,619 23,153 13,382 15,657
Az FAEHHE)
HaA 39,549 40,636 41,479 42,681 42,494 42,934 43,779 46,757 42,836 47,112
A EH 18,542 19,188 19,871 20,742 19,696 19,719 21,979 23,462 21,485 23,637
k=] 1,304 1,067 690 1,655 1,836 1,735 1,820 1,943 1,762 1,939
] 63 67 87 88 84 84 72 58 55 60
M| M7 8,587 8,797 8,981 9,459 9,042 8,452 8,874 9,318 9,131 9,771
|E} 2,296 2,038 2,665 3,685 3,239 3,057 3,220 3,370 3,249 3,579

AtE:POSCO, PE|IFALEH 2|MAMEH MY
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INCOME STATEMENT VALUATION INDEX

N3 2007/12A  2008/12 2009/12E 2010/12F 2007/12A  2008/12 2009/12E 2010/12F
o EH 22,206.7 30,642.4 28,791.3 31,821.6 EV/EBITDA(X) 8.2 4.1 49 4.1
378 (%) 108 38.0 -6.0 105 EV/EBIT (X) 1.4 5.2 6.9 55
o &t 16,606.1 22,707.4 22,4247 24,212.9 PER (X) 136 75 7.8 6.3
o &&0|2f 5600.6 7,935.1 6,366.7 7,608.7 Z=ZXPER (X) 15.1 6.7 8.5 6.8
Gross OFX (%) 25.2 25.9 22.1 239 PCR(X) 96 4.7 55 46
Eoju| of ddtatz|d] 12923 13950 15788 1,659.9 PBR(X) 2.1 12 1.0 0.9
EBITDA 6,0286 83287 66756 7,939.7 PSR (X) 2.3 11 11 1.0
EBITDA OFXl (%) 27.1 27.2 23.2 25.0 PEG (X) 13 13 0.7 1.0
Zorakzid| & P& XHAHANZHH| 17203 17886 1,887.8 19909 PER/ FHZEBIT Z7t8 (X) 12 9.9 0.7 1.0
Fol9 43083 6,540.1 4,787.8 59488 PER/ FZEBITDA Z7I8 (X) 14 11.4 0.8 11
oP OFxl (%) 194 213 16.6 18.7 Enterprise Value 49,3211 342711 32,892.8 32,6522
dAd o4 1,0489 11,1080 1,0323 1,027.3 FEHEPS CAGR (34, FD) (%) 10.7 58 1.7 6.0
ddeldE 565.2 18186 7542 7295 FEEBIT CAGR (3, FD) (%) 11.4 0.8 11.9 6.2
TO|Xp=2l/ (8]8) 231 47.9 -10.8 -22.1 ZFZEBITDACAGR (3, FD) (%) 96 0.7 10.1 5.9
M A ZA ol 47920 58295 5066.0 6,246.6 3 ZHEBIT (FD) (W) 49414 75012 54915 68,230
Pretax OFZl (%) 21.6 19.0 176 19.6 FZYEBITDA (FD) (W) 69,145 95527 76,566 91,065
HolMH[E 1,112.6 13826 1059.7 12535 EPS (FD) (W) 42202 51,005 45951 57,268
A& Aol 36794 44469 40063 49931 Z=HEPS (FD) (W) 38,050 56526 42,145 53,170
zolY 3,679.4 44469 40063 49931 CFPS (W) 59,818 81,483 65701 77,995
Net O} (%) 16.6 145 139 157 BPS (W) 278,612 316,089 350,846 396,079
=¥=0lY 33175 49283 36745 46357 FLOiE (W) 254,702 351,457 330,226 364,982

CASH FLOW STATEMENT

RIM & EVA

(M3 2007/12A  2008/12 2009/12E 2010/12F 2007/12A  2008/12 2009/12E 2010/12F

dAUEs sz E 5072.7 33120 49731 5457.7 RIM

@70l 3,679.4 44469 4,006.3 4,993.1 Spread (FROE-COE) (%) 6.2 5.1 17 3.4

Zotatzid] & S8 RHAHARZH] 17203 17975 18967 1,9944 Residual Income 14341 13328 5084 11119

+ XA 2HEA (- 0]Y) 572.5 230 -262.9  -381.3 12M RIM-based Target Price(W) 339,047

+ 2| stk Al.0] ) 56.8 6250  -156.7 -65.7 BHE HEIL7Ix| (EVA)

+ H|FSAHAol 2t Al (-0]Q)) 46.1 7.8 0.0 0.0 FotAtE 16,6545 20,666.9 23,829.8 27,5446

Gross Cash Flow 52153 7,043 57282 6,800.2 MEFFiol 33080 49889 37864 47550

- B2 BOF (+ H) 1426 -37922  -7551 -1,3425 SESIAHEOIAE (%) 20.9 26.7 17.0 185

FEXgE d3sE 36738 -36545 -55025 -4,167.6 F3IXHZ0[AE - WACC (%) 14.4 20.3 10.4 11.9

+ FEAMZA 16.0 41.2 0.0 0.0 EVA 24016 41863 24758 32729
TS K}AHS THCAPEX) 24649 -3321.3 56575 -4,172.1 Discounted Cash Flow

+ EXRIIEE h2 (- F5) -1,3184  -306.4 0.0 0.0 EBIT 43083 6540.1 4,787.8 59488

Free Cash Flow 2,607.8 93 6844 12856 + Zt7lAMZiH| 1,7203 17975 1,896.7 1,994.4

Net Cash Flow 13989  -3425 5294 1,290.1 - CAPEX 24649 33213 56575 41721

MEEE HF5E -1,046.6 10251  250.2 -1,509.0 Free cash flow for DCF valuation 32236 2325  267.6 12,0004

ARt B -884.4 0.0 0.0 0.0 7H5® T Ah=H|E (WACC) (%)

2X 5L 1622 10251 2502 -1,509.0 FxfH|E (COD) 3.2 3.2 3.2 3.2

HFCT|FEAME B (- UL 3523 6827 2792  -2189 XI7|AHEH|E (COE) 9.7 9.7 10.0 10.0

7Y =23 (=) 8113 1,1401 15927 1,352.1 WACC 6.5 6.5 6.6 6.6

PROFITABILITY & STABILITY

N3 2007/12A  2008/12 2009/12E 2010/12F 2007/12A  2008/12 2009/12E 2010/12F
g 4 a8 aE 2,1343 28168 2,537.6 2,318.7 A}7|X}20|2E (ROE) (%) 15.9 17.0 13.7 15.2
o &= A 18948 32273 30968 33797 ZXIMO|AE (ROA) (%) 12.9 13.2 104 11.9
TESAH 8,767.9 13,6930 12,867.7 13,1744 S35tXH=0[2E (ROIC) (%) 20.9 26.7 17.0 18.5
T8 AHH 13,2016 14,9535 18,891.8 21,599.7 EBITDA/ A7|XIZE (%) 24.6 30.0 217 22.8
FRERPA 81653 80282 81789 85774 EBITDA/ XA (%) 19.8 225 16.6 18.2
H| R SR 21,7249 23340.0 27,4403 30,557.8 HEHFUE (%) 17 2.6 2.6 2.8
RHAEEAH 30,492.8 37,033.0 40,3080 43,7322 ETIHIEI(AAY) 756.1 7657 7274  765.7
EH7| A SR 513.4 974.6 732.8 8360 HEF FHEsguLF(E¢H+712) 10,000 10,000 9,500 10,000
o AR = 6320 10703 7872 8405 TEM(EZ) RIIXHE (%) -3.3 4.1 5.2 39
TS5 28118 42830 37372 37880 ZEiH/ XIZ|XHE (%) 24.4 33.3 30.8 25.7
PSR | 22409 40325 44478 38861 =O|X{H|2/ DjEH (%) 0.1 -0.2 0.0 0.1
28 EEE 225.4 262.0 329.3 295.4 EBIT/ TO|XH|& (X) -186.5 -136.6 4443  268.6
H| 7S5 3177.8  4,967.0 57479 51658 FSH|IE (%) 311.8 3197 3443 3478
B EA 5989.6 19,2500 94851 89537 TEMH|E (%) 1973 1699 1868 186.2
A 4824 4824 4824 4824 BLHFAD (mn) 87 87 87 87
AAdoim 41098 3989.6 14,0334 40126 HUTHIL (W) 5000 5,000 5000 5,000
olioiz 21,7682 252979 28,431.6 32,4405 FI7F (W) 575,000 380,000 359,000 359,000
AESA 245032 27,783.0 30,8229 347785 A|7IEH (Alfel) 50,132 33,131 31,300 31,300
QS EEAEH 8
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<Rating and target price update >

=59 3= R Al X} FXlelH =t >
POSCO 005490.KS 2008.11.25 Buy 450,0002 (1271 &)
(08 7230 FE INLZE ZAIRMA SIS Z HHA )
2008.06.25 Buy 690,002 (1271 &)
2008.04.11 Buy 670,009 (127 &)
2007.09.21 Buy 800,002 (1271 )
2007.07.18 Buy 650,0002! (12711 &)
2007.05.31 Buy 530,008 (1271 &)
2007.04.02 Buy 450,0009! (1271 &)
2007.02.07 Buy 390,0002! (1271 &)
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E= EXIS3 (Stock Ratings) 7I0|=

1L tao|Zh 170

2. XS S(Ratings): SEFIL MAIY S 7| & B=2 SEFAEO0|

e StrongBuy : Buy = & High Conviction 55

e Buy : 15% I'—F

e Hold : 0%~ 15%

e  Reduce © 0% o|gt

X Abgt
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ZME Zolnf ol st FRollE FA & RIS FXtel Zofof oish HA AL E ‘E‘F_ k21 -r| =
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