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» Performance

(%) W 3M YTD
KSOE -168 47 -150
HD Hyundai Heavy -155 1441 9.5
Samsung Heavy -168 -102 52
Hanwha Ocean 222 179 -123
HD Hyundai Marine Soluton 4.2 174 111
HD Hyundai Electric 178 20 144
HD CE 201 -153 113
HD Hyundai -167 233 21
Doosan Bobcat 6.2 22 4.0
KAI 44 -246 208
LIG D&A -145 19 736
Hanwha Aerospace -10.7 -239 5.0
Hyosung Heavy -189 169 742
LS Electric 210 302 1202
» Valuation summary

(x, %) PB PIE ROE
KSOE 16 78 224
HD Hyundai Heavy 51 202 279
Samsung Heavy 41 195 2238
Hanwha Ocean 40 210 211
HD Hyundai Marine Soluton 103 272  40.2
HD Hyundai Electric 1.8 318 425
HD CE 12 105 160
HD Hyundai 12 60 228
Doosan Bobcat 08 104 75
KAl 64 373 184
LIG D&A 92 398 256
Hanwha Aerospace 45 245 nm
Hyosung Heavy 94 372 287
LS Electric 124 595 227

Note: 2026 estimates

Source: Samsung Securities estimates
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Shipbuilding/Machinery Weekly

Korean industrials correct—Implications

¢ The Clarksons Newbuilding Price Index remained flat w-w at 185 last week,
buoyed by price hikes for MR tankers and mid-sized bulk carriers. The
Secondhand Price Index also remained flat w-w.

* The ClarkSea Index, which represents vessel earnings, slipped 2.1% w-w to
USD37,260/day, reflecting weakness in the tanker and bulk segments.
Containership rates, however, remain strong.

* Weekly comment: This week we analyze the key causes of last week’s sharp
decline in Korean industrial goods share prices.

WHAT’S THE STORY?

Korea’s industrial goods sector underperforms, driven more by supply-
demand dynamics than by fundamentals

The Kospi 200 Industrial Goods Index last week suffered a sharp 14.3% decline. In
our view, however, the correction does not reflect deterioration in fundamentals.
Above all, earnings forecasts for companies in the sector have not been revised down.
Also, underlying business conditions remain healthy. First, the shipbuilding sector
continues to see reports of new potential orders extending beyond commercial
vessels to offshore and defense projects, and shipbuilding indices have shown
modest signs of recovery. Second, in defense, LIG D&A reportedly secured favorable
funding from the National Growth Fund, signaling improved financial support.
Third, in power equipment, reports indicate that the US is re-evaluating—and
potentially relaxing—regulatory barriers established under the prior administration
to accelerate transformer procurement, which could improve export conditions for
Korean power equipment manufacturers.

From a macroeconomic perspective, no severe negative catalysts capable of
significantly affecting Korea’s industrial goods sector have emerged. While
uncertainties around Iran-related risks, global energy-price volatility, and interest-
rate fluctuations persist, these are not new or Korea-specific. For reference, the
global industrial goods sector (MSCI Industrial Index) also saw weakness last week,
though its decline was limited to just 1.2%.

Thus, last week’s sharp correction in Korea’s industrial goods stocks is better
interpreted as a liquidity-driven adjustment than a fundamentals-driven sell-off.
The valuation premium the sector has enjoyed for some time was recently eroded,
reflecting intensified domestic sector rotation toward semiconductors. Notably,
while the Kospi also fell last week, the decline (7.1%) was less severe than that of the
industrial goods sector. Korean industrial goods stocks have dropped 27% since
early-May levels, while the broader market has risen 27%.
(Continued on the next page)
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The recent correction has significantly alleviated valuation pressures. The industrial goods sector is
now trading at 36x 2026 P/E, still above the global average of 26x. On 2027E P/E, however, it is trading
at 24x, which is broadly in line with the global average of 23x. Given the strong earnings-growth outlook
for Korean companies, this valuation no longer appears excessive. As underlying fundamentals remain
solid, we expect share prices to gradually realign with fundamentals. We remain positive on the sector.

Industrial goods share performances: Korea vs global Industrial goods valuations & share performances:
Korea vs global
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Industry news

HD HHI confirms sale value for Gunsan shipyard: HD Hyundai Heavy Industries (HD
HHI) has signed a definitive agreement for the sale of its Gunsan shipyard. The sale price, which
encompasses the land and related tangible assets, amounts to KRW780ob. The transaction is
scheduled for completion by Dec 31, 2026. Regarding this sale, the company previously signed an
MOU in March with HJ Heavy Industries’ major shareholder.

Rheinmetall shares plunge as Germany cancels F126 frigate construction program:
German defense contractor Rheinmetall fell sharply after the German government canceled its
F126 frigate construction program in favor of procuring smaller frigates. Rheinmetall, which had
made significant investments based on the assumption of winning the original frigate contract,
now faces asset impairment risks. In contrast, ThyssenKrupp Marine Systems (TKMS)
rebounded, as it is considered more likely to be awarded the contract for the new smaller frigates.

LIG D&A decides on preferred-share issuance: LIG D&A has decided to issue preferred
shares worth KRW500Db in a third-party allotment to the National Growth Fund. The shares are
non-convertible, non-participating preferred shares with no additional rights. The company
commits to paying annual dividends of at least 1% of the par value for five years following issuance,
and it plans to list the preferred shares in the sixth year. Given LIG D&A’s recent need for
substantial capital to expand production capacity and the favorable terms of this issuance, the
transaction warrants close attention.

HD Hyundai Samho reports fatal accident: An accident at HD Hyundai Samho during wall
construction work has resulted in the death of one worker, who was struck by a mooring line. The
Ministry of Employment and Labor and Mokpo Coast Guard are currently investigating the
circumstances of the incident.
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Petrobras to order four oil tankers: Petrobras plans to order four product tankers through
a subsidiary, with a total project value of USD430m. The vessels are to be delivered in 2029.

HD HHI expected to bid on Uruguay’s naval patrol-vessel project: Following the
collapse earlier this year of Uruguay’s contract with a Spanish shipyard for two ocean patrol
vessels (OPVs), a new procurement process is underway. Uruguayan media reported that likely
bidders include HD HHI, Colombia’s state-owned Cotemar, and France’s Naval Group. The
project, valued at around KRW200b, calls for the construction of two OPVs.

Hanwha Ocean likely to win Thailand’s frigate contract: Thai media have identified
Hanwha Ocean as a leading contender in the Royal Thai Navy’s next-generation frigate program.
Other bidders include HD HHI, Spain’s Navantia, Singapore’s ST Engineering, and Turkey’s
ASFAT/TAIS. The contract is estimated to be worth USD530m. Hanwha Ocean delivered a frigate
to the Thai Navy in 2018. Securing the Thailand contract could create synergies with Korea’s
KDDX program, for which the firm is widely expected to be named the preferred bidder.

US administration submits bill to support maritime industry: The White House
recently submitted a bill to Congress aimed at bolstering the maritime sector, marking the first
step in implementing the Maritime Action Plan, which was announced in February. The core of
the legislation involves establishing a Maritime Security Trust Fund of up to USD2o0b, to be used
for US shipyard construction and maintenance, as well as expanding the US-flagged merchant
fleet.

Namibia’s Venus FPSO project narrowed to two contenders: Hanwha Ocean is
competing against the Netherlands’ SBM Offshore for the contract to build an FPSO for Namibia’s
ultra-large offshore oilfield development. The project operator is France’s TotalEnergies, which
will reportedly make its final investment decision (FID) this month.

Poland considers additional FSRU deployment: Poland is evaluating the addition of a
second floating storage and regasification unit (FSRU) at its Gdansk LNG terminal on the Baltic
Sea coast. The first FSRU at the site is currently under construction by HD HHI, raising the
prospect of additional orders for the company.
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Shipbuilding weekly indices

This week A week ago Vs end-2025

Jun 26, 2026 Jun 19,2026 Chg (%) End-2025 Chg (%)
New building prices (USDm)
Overall (indexed) 185.2 184.9 0.1 184.7 0.3
Bulkers (Capesize) 76.0 76.0 0.0 75.0 1.3
Tankers (VLCC) 130.5 130.5 0.0 128.0 20
Tankers (51,000 DWT PCs) 51.5 51.0 1.0 49.0 5.1
Containerships (22,000 TEU) 238.0 238.0 0.0 235.0 1.3
Containerships (13,000 TEU) 150.5 150.5 0.0 1455 34
LNG carriers (174,000m?) 248.5 248.5 0.0 248.0 0.2
Secondhand prices (USDm)*
Overall 212.0 212.0 0.0 191.1 11.0
Bulkers (Capesize) 715 715 0.0 66.0 8.3
Tankers (VLCC) 145.0 145.0 0.0 120.0 20.8
Tankers (51,000 DWT PCs) 51.0 51.0 0.0 43.0 18.6
Daily charter rates (USD)**
Bulkers (Capesize, eco) 31,750 32,500 2.3 24,850 27.8
Bulkers (Capesize, non-eco) 28,250 28,750 1.7 23,850 184
Tankers (VLCC, eco) 117,500 117,500 0.0 65,500 794
Tankers (VLCC, non-eco) 103,750 102,500 1.2 58,000 789
Freight rate index
ClarkSea Index (USD/day) 37,260 38,048 2.1 29,856 248
BDI 2,524 2,722 -7.3 1,877 345
WS (based on Saudi route) 353 413 -14.5 58 513.0
CCFI 1,710 1,599 70 1,147 492
SCFI 3,240 3,122 38 1,656 95.6
Energy prices***
Natural gas (USD/mil BTU) 33 31 7.0 4.0 174
QOil (USD/bbl) 69.2 76.6 96 574 20.6
MGO-HSFO (USD/tonne) 416.3 4433 6.1 262.8 584
VLSFO-HSFO (USD/tonne) 244.0 182.0 341 718 240.1

Note: *Based on 5-year-old vessels;

**1-year charters;

**Based on WTI spot (oil) and Henry Hub (natural gas) prices
Source: Clarksons, Bloomberg, Samsung Securities
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Share performances and valuations

Shipbuilding: Share performance and valuations

(%) Share performance 2026 valuation

1week 1month 3 months Ytd P/B (x) PIE (x) ROE
HD KSOE* -16.8 -21.1 47 150 1.6 7.8 224
HD Hyundai Heavy Industries* -15.5 -24.6 14.1 95 5.1 20.2 279
Samsung Heavy Industries* -15.8 -22.6 -10.2 5.2 41 19.5 228
Hanwha Ocean* 222 -26.3 179 123 4.0 210 211
HD Hyundai Marine Solution* 4.2 -10.6 174 1.1 10.3 272 40.2
Yangzijiang -5.1 -54 -9.1 0.6 1.9 7.6 275
CSSC Holdings -76 -12.2 8.3 04 1.6 13.2 12.7
CSSC Offshore -7.9 -14.2 175 137 n/a n/a n/a
ST Engineering -39 6.2 5.2 23.6 111 31.2 370
Seatrium -39 -11.4 -17.0 9.7 0.9 13.7 6.8
Mitsubishi -8.9 -85 =221 7.1 46 416 11.6
Kawasaki -11.1 -10.8 -6.7 36.6 31 255 12.7

Note: *Samsung Securities estimates
Source: Bloomberg, Samsung Securities estimates

Machinery: Share performance and valuations

(%) Share performance 2026 valuation

1week 1month 3 months Ytd P/B (x) P/E (x) ROE
HD Hyundai Electric* -17.8 -19.2 -2.0 144 1.8 318 425
HD Construction Equipment* -20.1 -32.3 -156.3 1.3 12 10.5 16.0
HD Hyundai* -16.7 -32.6 -23.3 21 1.2 6.0 228
Doosan Bobcat* 6.2 -12.1 22 4.0 0.8 104 75
KAI* 44 -16.8 -24.6 20.8 6.4 373 184
LIG D&A* -14.5 -16.0 1.9 73.6 9.2 39.8 256
Hanwha Aerospace* -10.7 -20.1 -23.9 5.0 45 245 nm
Hyosung Heavy* -18.9 -16.2 16.9 74.2 9.4 37.2 28.7
LS Electric* -21.0 -20.8 302 1202 124 59.5 22.7
Lockheed Martin 0.7 45 -17.6 49 1.5 17.0 83.2
Raytheon 1.3 6.5 -0.9 25 3.7 27.2 13.7
Siemens -2.6 24 30.6 11.9 3.1 246 13.2
Caterpillar 1.2 9.6 434 741 218 40.5 594
Komatsu 25 2.3 -2.1 26.6 17 15.8 1.2
Kubota -3.3 0.2 6.5 241 1.1 13.7 8.2

Note: *Samsung Securities estimates
Source: Bloomberg, Samsung Securities estimates
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Compliance notice

-As of Jun 26, 2026, the covering analyst(s) did not own any shares, or debt instruments convertible into shares, of any company covered in this report.

-As of Jun 26, 2026, Samsung Securities’ holdings of shares and debt instruments convertible into shares of each company covered in this report would
not, if such debt instruments were converted, exceed 1% of each company’s outstanding shares.

-This report has been prepared without any undue external influence or interference, and accurately reflects the views of the analyst(s)covering the
company or companies herein.

-All material presented in this report, unless specifically indicated otherwise, is under copyright to Samsung Securities.

-Neither the material nor its content (including copies) may be altered in any form, or by any means transmitted, copied, or distributed to another party,
without prior express written permission from Samsung Securities.

-This memorandum is based upon information available to the public. While we have taken all reasonable care to ensure its reliability, we do not
guarantee its accuracy or completeness. This memorandum is not intended to be an offer, or a solicitation of any offer, to buy or sell the securities
mentioned herein. Samsung Securities shall not be liable whatsoever for any loss, direct or consequential, arising from the use of this memorandum or
its contents. Statements made regarding affiliates of Samsung Securities are also based upon publicly available information and do not necessarily
represent the views of management at such affiliates.

-This material has not been distributed to institutional investors or other third parties prior to its publication.
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Global Disclosures & Disclaimers

General

This research report is for information purposes only. It is not and should not be construed as an offer or solicitation of an offer to purchase or sell any securities or other financial instruments
or to participate in any trading strategy. This report does not provide individually tailored investment advice. This report does not take into account individual client circumstances, objectives,
or needs and is not intended as recommendations of particular securities, financial instruments or strategies to any particular client. The securities and other financial instruments discussed
in this report may not be suitable for all investors. The recipient of this report must make its own independent decisions regarding any securities or financial instruments mentioned herein
and investors should seek the advice of a financial adviser.

This report may not be altered, reproduced, distributed, transmitted or published in whole or in part for any purpose. References to "Samsung Securities" are references to any company in
the Samsung Securities, Co., Ltd. group of companies.

Samsung Securities and/or other affiliated companies, its and their directors, officers, representatives, or employees may have long or short positions in any of the securities or other financial
instruments mentioned in this report or of issuers described herein and may purchase and/or sell, or offer to purchase and/or sell, at any time, such securities or other financial instruments
in the open market or otherwise, as either a principal or agent. Any pricing of securities or other financial instrument contained herein is as of the close of market for such day, unless
otherwise stated. Opinions and estimates contained herein constitute our judgment as of the date of this report and are subject to change without notice.

The information provided in this report is provided "AS IS". Although the information contained herein has been obtained from sources believed to be reliable, no representation or warranty,
either expressed or implied, is provided by Samsung Securities in relation to the accuracy, completeness or reliability of such information or that such information was provided for any
particular purpose and Samsung Securities expressly disclaims any warranties of merchantability or fitness for a particular purpose. Furthermore, this report is not intended to be a complete
statement or summary of the securities, markets or developments referred to herein.

Samsung Securities does not undertake that investors will obtain any profits, nor will it share with investors any investment profits. Samsung Securities, its affiliates, or any of its and their
affiliates, directors, officers, employees or agents disclaim any and all responsibility or liability whatsoever for any loss (direct or consequential) or damage arising out of the use of all or any
part of this report or its contents or otherwise arising in connection therewith. Information and opinions contained herein are subject to change without notice. Past performance is not
indicative of future results. Foreign currency rates of exchange may adversely affect the value, price or income of any security or financial instrument mentioned in this report. For investment
advice, trade execution or other enquiries, clients should contact their local sales representative. Any opinions expressed in this report are subject to change without notice and may differ
or be contrary to opinions expressed by other business areas or groups of Samsung Securities. Any analysis contained herein is based on numerous assumptions. Different assumptions
may result in materially different results. Samsung Securities is under no obligation to update or keep current the information contained herein. Samsung Securities relies on information
barriers to control the flow of information contained in one or more areas or groups within Samsung Securities into other areas or groups of Samsung Securities. Any prices stated in this
report are for information purposes only and do not represent valuations for individual securities or other financial instruments. Samsung Securities makes no representation that any
transaction can or could have been effected at those prices and any prices contained herein may not reflect Samsung Securities’ internal books and records or theoretical model-based
valuations and may be based on certain assumptions. Different assumptions by Samsung Securities or any other source may yield substantially different results. Additional information is
available upon request.

For reports to be distributed to US:

Securities research is prepared, issued and exclusively distributed by Samsung Securities Co., Ltd., an organization licensed with the Financial Supervisory Service of South Korea. This
research may be distributed in the United States only to major institutional investors as defined in Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended, and may not be
circulated to any other person otherwise. All transactions by U.S. investors involving securities discussed in this report must be effected through Samsung Securities (America) Inc., a broker-
dealer registered with the U.S. Securities & Exchange Commission and a member of the Financial Industry Regulatory Authority/SIPC, and not through any non-U.S. affiliate thereof. The
analysts listed [on the front of this report] are employees of Samsung Securities Co., Ltd., or a non-U.S. affiliate thereof, and are not registered/qualified as research analysts under applicable
U.S. rules and regulations and may not be subject to U.S. restrictions on communications with covered companies, public appearances, and trading securities held by a research analyst
account.

For reports to be distributed to UK:

This report is not an invitation nor is it intended to be an inducement to engage in investment activity for the purpose of section 21 of the Financial Services and Markets Act 2000 of the
United Kingdom ("FSMA"). To the extent that this report does constitute such an invitation or inducement, it is directed only at (i) persons who are investment professionals within the
meaning of Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001 (as amended) of the United Kingdom (the "Financial Promotion Order"); (i)
persons who fall within Articles 49(2)(a) to (d) ("high-net-worth companies, unincorporated associations etc.") of the Financial Promotion Order; and (jii) any other persons to whom this
report can, for the purposes of section 21 of FSMA, otherwise lawfully be made (all such persons together being referred to as "relevant persons").

Any investment or investment activity to which this report relates is available only to relevant persons and will be engaged in only with relevant persons. Persons who are not relevant
persons must not act or rely on this report.

For reports to be distributed to Korea:

This report is for private circulation only, not for sale, and is issued and distributed only to persons permitted under the laws and regulations of Korea.

For reports to be distributed to Singapore:

This report is provided pursuant to the financial advisory licensing exemption under Regulation 27(1)(e) of the Financial Advisers Regulation of Singapore and accordingly may only be
provided to persons in Singapore who are "institutional investors" as defined in Section 4A of the Securities and Futures Act, Chapter 289 of Singapore. This report is intended only for the
person to whom Samsung Securities has provided this report and such person may not send, forward or transmit in any way this report or any copy of this report to any other person.

Analyst certification

The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issuers and no part of the compensation of such analyst(s)
was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research report. The analyst(s) principally responsible for the preparation of this
research report receives compensation based on determination by research management and senior management (not including investment banking), based on the overall revenues,
including investment banking revenues of Samsung Securities Co., Ltd. and its related entities and has taken reasonable care to achieve and maintain independence and objectivity in
making any recommendations.

Copyright © 2010 Samsung Securities Co., Ltd. All rights reserved. This report or any portion hereof may not be reprinted, sold or redistributed without the prior written consent of Samsung
Securities America Inc
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