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LINE IPO is just one of many scenarios

LINE’s IPO reapplication due to end of fiscal year

Yesterday, several foreign media outlets reported that LINE has refiled for an IPO on the
Tokyo Stock Exchange. Two weeks earlier on March 20", NAVER disclosed that it was
considering listing the messaging service, but added that no decisions had yet been
made. We believe the latest media reports should be construed in the context of
NAVER's recent statement.

NAVER’s affirmation that nothing had been decided regarding LINE’s IPO suggests that
the paperwork was refiled on April 1°in order to renew the original application, which
expired at the end of Japan'’s fiscal year.

LINE IPO would be positive, but indecisiveness would be detrimental

Yesterday’s media reports stated that LINE’s IPO could be valued at JPY1tr (W9.3tr),
well below the W12tr valuation implied in NAVER’s current market cap of W21tr (W9tr
of which represents the value of the domestic search business).

However, we believe the JPY1tr number reflects the Japanese media’s generally
conservative attitude towards unverifiable statements.

NAVER management has said that the objectives of a LINE IPO would be 1) to secure
funds to better compete with global peers, and 2) raise the mobile messaging app’s
profile. In our view, the company is hoping to gain similar effects to Alibaba’s NASDAQ
listing. As such, we do not think NAVER would risk missing out on the potentially huge
opportunity and settle on an IPO price below the app’s current market value.

Retain Buy and TP of W1,050,000

Japanese internet firms trade at relatively low multiples, not because investors lack
interest in the country’s growth stocks, but because many of their businesses are
maturing. During their high growth periods, internet firms like Yahoo Japan, Nintendo,
and DeNA enjoyed high premiums, trading at P/Es of 50-100x.

If LINE does go public in 2015, we believe worries over the app’s growth (which surfaced
in 4Q14) will need to be addressed in order for the IPO to be a success. In other words,
NAVER will have to prove its confidence in LINE’s growth in its 1Q15 earnings release
set in late April.

In 2014, LINE generated gross revenue of W1.23tr (net revenue of W758.6bn), LINE
Corp. recorded net profit of W125.8bn, and LINE Plus posted a net loss of W72.3bn. For
1Q15, we expect LINE’s net revenue to grow 9.4% QoQ to W242.7bn.

If LINE’s earnings do not meet or exceed expectations in 1Q, or fail to surprise in either
2Q or 3Q, the messaging app’s market debut could fizzle. We reiterate our Buy rating on
NAVER with a target price of W1,050,000.

FY (Dec.) 12/11 12/12 12/13 12/14 12/15F 12/16F
Revenue (Wbn) 2,121 1,799 2,312 2,762 3,321 3,794
OP (Wbn) 660 521 524 761 1,046 1,292
OP margin (%) 311 29.0 227 27.6 315 341
NP (Wbn) 450 546 1,897 457 745 911
EPS (W) 9,350 11,346 45,425 13,868 22,587 27,648
ROE (%) 30.6 314 112.7 271 328 29.6
P/E () 22.4 19.9 15.9 513 284 232
P/B (x) 4.2 38 113 9.2 6.5 5.1

Notes: All figures are based on consolidated K-IFRS; NP refers to net profit attributable to controlling interests
Source: Company data, KDB Daewoo Securities Research estimates

Analysts who prepared this report are registered as research analysts in Korea but not in any other jurisdiction, including the U.S.
PLEASE SEE ANALYST CERTIFICATIONS AND IMPORTANT DISCLOSURES & DISCLAIMERS IN APPENDIX 1 AT THE END OF REPORT.
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Figure 1. Nikkei news article on LINE IPO

April 2, 2015 2:00 am JST

Line reapplies to list on Tokyo bourse

TOKYO -- Messaging app developer Line filed for a second time to go public in
Tokyo, with an eye toward an initial public offering as early as this year.

The Japanese company plans to focus on listing on the Tokvo Stock Exchange
but will continue exploring the possibility of going public in the U.S. as well.

Some say Line's market capitalization would to(88.27 billion),

which could make it the country’'s second-largest IPO this year after Japan Post
Holdings.

Line initially planned to go public in 2014, but decided last September to hold
off due to disagreements with South Korean parent Naver over the method of
listing. The company did not rescind its application at the time, but the filing
expired at the end of March.

The company has thrived on income from games and "stamps," or images that
can be used in messages. Its group sales for fiscal 2014 surged 110% to 86.3 billion
yen.

(Nikketi)

Source: Nikkei Asian Review, KDB Daewoo Securities Research

Figure 2. Wall Street Journal news article on LINE IPO

12:18 pm KST
Apr 2, 2015 ASIA

Line Refiles Paperwork for IPO, but No
Plan to List

ARTICLE COMMENTS

IPO JAPAN LINE NAVER

PR |V |5 o |

By JONATHAN CHENG and ERIC PFANNER ' CONNECT

Line Corp., the Japanese operator of a popular smartphone messaging application, has
refiled for a possible initial public offering on the Tokyo Stock Exchange, but has no
immediate plans for a listing, according to a spokeswoman for its South Korean parent
company.

Line filed last year for a possible listing but said in September that it would not go ahead
with an IPO. The spokeswoman for the company’s owner, Naver Corp., said Thursday
that_“nothing has changed from last year.”

The original application expired at the end of Japan's fiscal year, on Tuesday. By
renewing the filing, Line has the paperwork in place, should it decide to revive its IPO
plans.

Source: Wall Street Journal, KDB Daewoo Securities Research
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Figure 3. Value of MAU for each mobile messaging and SNS application
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Notes: WhatsApp and Snapchat’s current value are calculated as acquisition price * Facebook and Alibaba’s price increase since
the acquisition date, respectively; LINE's and KakaoTalk’s values are assumed as JPY1tr (per news reports) and W5tr,
respectively

Source: Company data, KDB Daewoo Securities Research

Figure 4. Estimated market cap/revenue of mobile messaging and SNS applications

» grenrner e .

(2; H Mobile Instant Messaging H Social Network

20 L

16

2oy 101

8 | 74 75

4 L

0 1 1 )
Twitter LinkedIn

Source: Company data, KDB Daewoo Securities Research

KDB Daewoo Securities Research 3



April 3, 2015

Table 1. Earnings and forecasts of global internet companies

NAVER

(USSmn, %)

Market Revenue Operating profit OP margin Net profit Net margin EPS
cap 14 15F 16F 14 15F 16F 14 15F 16F 14 15F 16F| 14 15F 16F| 14 15F 16F
NAVER 19353 | 2621 2989 3549 720 915 1222| 275 306 344 432 664 878 165 222 247| 137 205 269
Daum Kakao 5910 474 935 1,099 168 238 324| 354 255 294 143 188 2441 301 201 222| 50 37 47
Interpark INT 632 387 399 431 16 28 38 42 71 87 10 22 29| 27 55 68| 03 07 09
Google 371451 66001 61350 72484 | 16496 24192 27,891 250 394 385 14444 15949 19205| 219 260 265 - 286 330
Yahoo 4311 4618 4379 4397 143 518 551 31 M8 125| 7522 569 510| 1629 130 116| 12 09 09
Amazon 171940 | 88988 102,753 120452 178 690 1,902 02 07 16| -4 129 9481 03 01 08| 03 31 5.1
Facebook 229393 | 12466 17132 22625| 4994 8811 11,776 | 401 514 520| 2925 2835 4616 235 165 204| 11 19 25
Twitter 3269 | 1403 2372 3600 -539 -77 254 384 32 71 578 520 269 412 219 75| 10 04 08
LinkedIn 31069 2219 2980 3878 36 270 453 16 91 117 -16 -34 ml 07 12 29| O1 30 42
Groupon 47411 3192 3541 3993 -15 55 125 05 16 31 73 -18 17| 23 05 04 01 01 02
Yahoo Japan 23052 | 3857 3522 3730( 1971 1645 1715| 511 467 460| 1249 1089 1112| 324 309 298| 02 02 02
Rakuten 23486 | 5668 5677 6363 1008 1080 1317| 178 190 207 669 622 783 118 110 123 05 05 06
Alibaba 203018 | 12231 16434 21486 | 4062 6028 8585| 332 367 400| 4059 5191 7668| 332 316 357| 22 28 37
Baidu 74030 7962 11040 14629 | 2078 2558 3641| 261 232 249| 2140 2548 3483 269 231 238| 6.1 79 105
Sohu 2070 1673 2050 2416 -205 -38 43| 123 19 18| -167 61 41 -100 30 01| 42 08 16
Sina 2,148 768 848 987 26 -10 50 34 11 51 177 18 69 230 21 70 08 06 15
Youku 2463 654 920 1243| -149 244 154 228 265 -124| 144 224 51| -221 243 121 08 08 05
Tencent 181,112 | 12811 16041 20306| 3832 5830 7532 299 367 371| 3865 4830 6210 302 301 306 03 05 07
Average 121 170 201 188 101 131
Notes: Based on Bloomberg consensus on Apr. 2"
Source: Bloomberg, KDB Daewoo Securities Research
Table 2. Valuation comparison of global internet companies (x, %)
Market P/E P/B P/S EV/EBITDA ROE ROA

cap 14 15F 16F 14 15F 16F 14 15F 16F 14 15F 16F 14 15F 16F 14 15F 16F
NAVER 19353 | 446 282 216| 105 80 59 69 64 541 220 171 133| 278 325 316| 149 194 205
Daum Kakao 5910 207 271 214 26 35 31 33 6.2 53 181 146 100 193 204 88 152 165
Interpark INT 632 624 292 208 45 5.2 43 17 16 151 269 160 122 85 161 195 27 59 77
Google 371,451 190 164 30 25 6.1 511 139 105 90| 151 160 161| 119 129 132
Yahoo 41311 360 498 511 11 11 11 95 94 94| 511 286 280| 290 36 30 191 14 16
Amazon 171,940 1184 731| 160 146 122 19 17 141 290 203 66| -24 68 157| 05 21 40
Facebook 229393 | 742 419 321 63 55 46| 172 134 101 332 210 159 13 110 134 101 118 139
Twitter 32,69 - 1339 634 89 9.1 80| 218 138 9.1 - 523 2941 176 30 52| 129 30 28
LinkedIn 31,069 823 586 93 90 79| 138 104 80| %6 353 253| 05 60 87| 04 30 50
Groupon 474 - 481 312 6.2 55 41 15 13 12| 349 117 94| 99 135 14| 34 43 53
Yahoo Japan 23052 209 211 207 40 38 33 6.7 65 62 106 100 202 198 171] 150 144 132
Rakuten 23486 395 375 299 6.6 6.2 5.1 47 4.1 37 73 99 83| 196 175 186 20 21 25
Alibaba 203018 | 376 294 220 9.1 73 55| 166 123 94| 291 219 165| 319 255 263 | 158 147 148
Baidu 74030 | 349 269 200 89 6.6 49 94 6.7 5.1 - 218 155| 293 274 285| 155 144 164
Sohu 2,070 - 347 17 17 16 12 10 09| 5252 164 81| -154 34 30 57 22 04
Sina 2148 420 506 209 10 09 09 27 25 22| 741 219 86| 106 27 50 54 15 31
Youku 2463 - - - 11 12 12 36 27 20| 414 - 51 77 66 39| 64 1 35
Tencent 181,12 578 361  278| 140 104 78| 140 13 89| 349 260 204| 277 315 306 137 180 187
Average 428 487 332 6.6 5.7 47 80 65 53| 728 211 173] 104 131 150 59 72 87
Notes: Based on Bloomberg consensus on Apr. 2"
Source: Bloomberg, KDB Daewoo Securities Research
KDB Daewoo Securities Research 4
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NAVER (035420 KS/Buy/TP: W1,050,000)
Comprehensive Income Statement (Summarized) Statement of Financial Condition (Summarized)
(Wbn) 12/13  12/14F 12/15F 12/16F (Wbn) 12/13  12/14F  12/15F  12/16F
Revenue 2312 2,762 3321 3,794  Current Assets 1336 1,841 2,797 3,882
Cost of Sales 0 0 0 0 Cash and Cash Equivalents 435 804 1,551 2,458
Gross Profit 2312 2,762 3,321 3,79 AR & Other Receivables 319 342 411 469
SGE&A Expenses 1,788 2,001 2275 2,502 Inventories 0 0 0 0
Operating Profit (Adj) 524 761 1,046 1,292 Other Current Assets 582 695 835 955
Operating Profit 524 761 1,046 1,292 Non-Current Assets 1,362 1,305 1,281 1,264
Non-Operating Profit -67 -90 -30 -50  Investments in Associates 14 17 20 23
Net Financial Income 15 17 31 49 Property, Plant and Equipment 792 698 622 560
Net Gain from Inv in Associates -2 0 0 0 Intangible Assets 134 121 109 100
Pretax Profit 457 671 1,016 1,242 Total Assets 2,698 3,146 4079 5146
Income Tax 131 215 273 332 Current Liabilities 832 792 934 1,056
Profit from Continuing Operations 326 457 744 910 AP & Other Payables 156 186 224 256
Profit from Discontinued Operations 1,569 0 0 0 Short-Term Financial Liabilities 242 86 86 86
Net Profit 1,895 457 744 910 Other Current Liabilities 434 520 624 714
Controlling Interests 1,897 457 745 911 Non-Current Liabilities 390 445 512 570
Non-Controlling Interests -2 -1 -1 -1 Long-Term Financial Liabilities 110 110 110 110
Total Comprehensive Profit 1,832 457 744 910  Other Non-Current Liabilities 280 335 402 460
Controlling Interests 1,834 457 745 911 Total Liabilities 1,222 1,236 1,447 1,625
Non-Controlling Interests 2 -1 -1 -1 Controlling Interests 1471 1,907 2,629 3,519
EBITDA 656 868 1,133 1,363 Capital Stock 16 16 16 16
FCF (Free Cash Flow) 248 819 1,003 1,133 Capital Surplus 133 133 133 133
EBITDA Margin (%) 28.4 314 34.1 359 Retained Earnings 4,556 4,991 5714 6,604
Operating Profit Margin (%) 22.7 27.6 315 341 Non-Controlling Interests 4 3 3 2
Net Profit Margin (%) 82.1 16.5 22.4 24.0 Stockholders' Equity 1475 1910 2,632 3,521
Cash Flows (Summarized) Forecasts/Valuations (Summarized)
(Wbn) 12/13  12/14F 12/15F 12/16F 12/13  12/14F  12/15F 12/16F
Cash Flows from Op Activities 628 819 1,003 1,133 P/E (x) 15.9 51.3 28.4 232
Net Profit 1,895 457 744 910 P/CF (x) 41.2 26.9 19.1 16.3
Non-Cash Income and Expense -1,162 416 364 390 P/B (x) 11.3 9.2 6.5 5.1
Depreciation 116 94 76 62 EV/EBITDA (x) 354 25.6 16.8 13.2
Amortization 16 13 11 9 EPS (W) 45,425 13,868 22,587 27,648
Others -1,294 309 277 319 CFPS (W) 17,566 26,471 33,608 39,439
Chg in Working Capital 71 139 132 112 BPS (W) 64,165 77,369 99,300 126,292
Chgin AR & Other Receivables -54 -45 -56 -47 DPS (W) 734 734 734 734
Chg in Inventories 0 0 0 0 Payout ratio (%) 1.2 4.7 29 2.4
Chgin AP & Other Payables 0 0 0 0 Dividend Yield (%) 0.1 0.1 0.1 0.1
Income Tax Paid -201 -215 -273 -332 Revenue Growth (%) 285 19.5 20.2 14.2
Cash Flows from Inv Activities -423 -154 -191 -162 EBITDA Growth (%) 45 323 30.5 203
Chgin PP&E -361 0 0 0 Operating Profit Growth (%) 0.6 45.2 375 235
Chg in Intangible Assets -40 0 0 0 EPS Growth (%) 3004 -69.5 62.9 224
Chg in Financial Assets 458 -154 -191 -162 Accounts Receivable Turnover (x) 9.8 109 10.9 10.7
Others -480 0 0 0 Inventory Turnover (x) 0.0 0.0 0.0 0.0
Cash Flows from Fin Activities -162 -178 -22 -22 Accounts Payable Turnover (x) 0.0 0.0 0.0 0.0
Chg in Financial Liabilities 22 -156 0 0 ROA (%) 67.4 15.6 20.6 19.7
Chg in Equity -71 0 0 0 ROE (%) 112.7 271 328 29.6
Dividends Paid -27 -22 -22 -22 ROIC (%) 56.5 80.7 1628 2852
Others -86 0 0 0 Liability to Equity Ratio (%) 82.9 64.7 55.0 46.2
Increase (Decrease) in Cash 40 369 747 907 Current Ratio (%) 160.5 2325 2994 3678
Beginning Balance 395 435 804 1,551 Net Debt to Equity Ratio (%) -42.4 -65.7 -81.1 -89.5
Ending Balance 435 804 1,551 2,458 Interest Coverage Ratio (x) 775 1401 2691 3326
Source: Company data, KDB Daewoo Securities Research estimates
KDB Daewoo Securities Research 5
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APPENDIX 1

Important Disclosures & Disclaimers
2-Year Rating and Target Price History

Company (Code) Date Rating Target Price w)
NAVER
NAVER(035420) 03/06/2014 Buy 1,050,000 1,200,000
01/13/2014 Buy 920,000
1,000,000
11/26/2013 Buy 870,000
800,000
10/16/2013 Buy 700,000
09/15/2013 Buy 670,000 600,000
08/29/2013 Buy 483,000 400,000
05/29/2013 Buy 382,000 200,000
03/11/2013 Buy 330,000 0
Apr 13 Apr 14 Apr 15
Stock Ratings Industry Ratings
Buy : Relative performance of 20% or greater Overweight : Fundamentals are favorable or improving
Trading Buy : Relative performance of 10% or greater, but with volatility Neutral : Fundamentals are steady without any material changes
Hold : Relative performance of -10% and 10% Underweight : Fundamentals are unfavorable or worsening
Sell : Relative performance of -10%

Ratings and Target Price History (Share price (—), Target price (==), Not covered (i), Buy (A), Trading Buy (H), Hold (@), Sell (®))

* Our investment rating is a guide to the relative return of the stock versus the market over the next 12 months.

* Although it is not part of the official ratings at Daewoo Securities, we may call a trading opportunity in case there is a technical or short-term material
development.

* The target price was determined by the research analyst through valuation methods discussed in this report, in part based on the analyst’s estimate of
future earnings.

* The achievement of the target price may be impeded by risks related to the subject securities and companies, as well as general market and economic
conditions.

Disclosures
As of the publication date, Daewoo Securities Co., Ltd and/or its affiliates do not have any special interest with the subject company and do not own 1% or
more of the subject company's shares outstanding.

Anal ification

The research analysts who prepared this report (the “Analysts”) are registered with the Korea Financial Investment Association and are subject to Korean
securities regulations. They are neither registered as research analysts in any other jurisdiction nor subject to the laws and regulations thereof. Opinions
expressed in this publication about the subject securities and companies accurately reflect the personal views of the Analysts primarily responsible for this
report. Daewoo Securities Co., Ltd. policy prohibits its Analysts and members of their households from owning securities of any company in the Analyst’s
area of coverage, and the Analysts do not serve as an officer, director or advisory board member of the subject companies. Except as otherwise specified
herein, the Analysts have not received any compensation or any other benefits from the subject companies in the past 12 months and have not been
promised the same in connection with this report. No part of the compensation of the Analysts was, is, or will be directly or indirectly related to the specific
recommendations or views contained in this report but, like all employees of Daewoo Securities, the Analysts receive compensation that is impacted by
overall firm profitability, which includes revenues from, among other business units, the institutional equities, investment banking, proprietary trading and
private client division. At the time of publication of this report, the Analysts do not know or have reason to know of any actual, material conflict of interest of
the Analyst or Daewoo Securities Co., Ltd. except as otherwise stated herein.

Disclaimers

This report is published by Daewoo Securities Co., Ltd. (“Daewo0”), a broker-dealer registered in the Republic of Korea and a member of the Korea Exchange.
Information and opinions contained herein have been compiled from sources believed to be reliable and in good faith, but such information has not been
independently verified and Daewoo makes no guarantee, representation or warranty, express or implied, as to the fairness, accuracy, completeness or
correctness of the information and opinions contained herein or of any translation into English from the Korean language. If this report is an English
translation of a report prepared in the Korean language, the original Korean language report may have been made available to investors in advance of this
report. Daewoo, its affiliates and their directors, officers, employees and agents do not accept any liability for any loss arising from the use hereof. This
report is for general information purposes only and it is not and should not be construed as an offer or a solicitation of an offer to effect transactions in any
securities or other financial instruments. The intended recipients of this report are sophisticated institutional investors who have substantial knowledge of
the local business environment, its common practices, laws and accounting principles and no person whose receipt or use of this report would violate any
laws and regulations or subject Daewoo and its affiliates to registration or licensing requirements in any jurisdiction should receive or make any use hereof.
Information and opinions contained herein are subject to change without notice and no part of this document may be copied or reproduced in any manner or
form or redistributed or published, in whole or in part, without the prior written consent of Daewoo. Daewoo, its affiliates and their directors, officers,
employees and agents may have long or short positions in any of the subject securities at any time and may make a purchase or sale, or offer to make a
purchase or sale, of any such securities or other financial instruments from time to time in the open market or otherwise, in each case either as principals or
agents. Daewoo and its affiliates may have had, or may be expecting to enter into, business relationships with the subject companies to provide investment
banking, market-making or other financial services as are permitted under applicable laws and regulations. The price and value of the investments referred to
in this report and the income from them may go down as well as up, and investors may realize losses on any investments. Past performance is not a guide to
future performance. Future returns are not guaranteed, and a loss of original capital may occur
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Distribution

United Kingdom: This report is being distributed by Daewoo Securities (Europe) Ltd. in the United Kingdom only to (i) investment professionals falling within
Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”), and (ii) high net worth companies and other
persons to whom it may lawfully be communicated, falling within Article 49(2)(A) to (E) of the Order (all such persons together being referred to as “Relevant
Persons”). This report is directed only at Relevant Persons. Any person who is not a Relevant Person should not act or rely on this report or any of its
contents.

United States: This report is distributed in the U.S. by Daewoo Securities (America) Inc., a member of FINRA/SIPC, and is only intended for major institutional
investors as defined in Rule 15a-6(b)(4) under the U.S. Securities Exchange Act of 1934. All U.S. persons that receive this document by their acceptance
thereof represent and warrant that they are a major institutional investor and have not received this report under any express or implied understanding that
they will direct commission income to Daewoo or its affiliates. Any U.S. recipient of this document wishing to effect a transaction in any securities discussed
herein should contact and place orders with Daewoo Securities (America) Inc., which accepts responsibility for the contents of this report in the U.S. The
securities described in this report may not have been registered under the U.S. Securities Act of 1933, as amended, and, in such case, may not be offered or
sold in the U.S. or to U.S. persons absent registration or an applicable exemption from the registration requirements.

Hong Kong: This document has been approved for distribution in Hong Kong by Daewoo Securities (Hong Kong) Ltd., which is regulated by the Hong Kong
Securities and Futures Commission. The contents of this report have not been reviewed by any regulatory authority in Hong Kong. This report is for
distribution only to professional investors within the meaning of Part | of Schedule 1 to the Securities and Futures Ordinance of Hong Kong (Cap. 571, Laws
of Hong Kong) and any rules made thereunder and may not be redistributed in whole or in part in Hong Kong to any person.

All Other Jurisdictions: Customers in all other countries who wish to effect a transaction in any securities referenced in this report should contact Daewoo or
its affiliates only if distribution to or use by such customer of this report would not violate applicable laws and regulations and not subject Daewoo and its

affiliates to any registration or licensing requirement within such jurisdiction.
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