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Bold corrective move
to win back confidence

« The new capital-raising plan consists of W2.3tn in shareholder allocation and W1.3tn
in third-party allocation (no discount)

» Longer-term investment plan includes a four-year investment timeline of W11.1tn
with relevant details

« Securities filing revision to help regain shareholder confidence; global competitiveness
remains outstanding
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Restructuring of capital-raising plan + Disclosure of longer-term investment plan

Following the announcement of a W3.6tn capital increase through a rights offering (15%
discount, issuance ratio of 13.05%), Hanwha Aerospace and Hanwha Group faced criticism
over: 1) appropriateness of the rights offering as a capital-raising method; 2) insufficient
communication with shareholders regarding the use of proceeds; and 3) suspicions
surrounding a connection to management right succession. Korea'’s financial authority, FSS,
called for amendments to the securities filing, and in response, the company announced
changes to both its capital-raising method and the securities filing.

(D Changes to capital-raising plan: The company is now considering restructuring the
offering into: a W2.3tn capital increase with shareholder allocation (15% discount), and a
W1.3tn third-party allocation (no discount, 1-year lock-up). In addition to alleviating the burden
on shareholders, the W1.3tn that Hanwha Aerospace paid to Hanwha Energy as a stock sale
price for Hanwha Ocean will return to Hanwha Aerospace. The 0% discount to third parties in a
special relationship is deemed a positive for general shareholders, and this decision should help
dispel concems that the Hanwha Ocean sale proceeds would be used to fund Hanwha Group’s
succession plan via direct equity purchases in Hanwha Corporation.

(2 Longer-term investment plan: The company also unveiled an investment plan totaling
W11.1tn over the next four years (2025-2028), elaborating further on its key initiatives—W6.3tn
for overseas investment, W1.6tn for R&D, W2.3tn for land defense infrastructure, and W1.0tn
for aerospace infrastructure—regarding timeline and project details. The funding plan
incorporates the proceeds from this rights offering (W3.6tn), along with cumulative operating
cash flow and additional debt financing (W7.5tn) over four years. Given the heavy focus on
2026, with the expected size of investment at W4.8tn or more, the plan appears to
demonstrate the need to secure liquidity preemptively. Also, a capital injection would have
been necessary to prevent further deterioration in the debt-to-equity ratio, considering the
rising portion of advance payments (up from 34% in 2021 to 43% in 2024) amid a sharp
increase in new orders.

Bold corrective move to win back shareholder confidence

While the recent decision to gift 11.3% of Hanwha Corporation shares to Chairman Kim
Seung-yeon'’s three sons partially addressed criticism surrounding the group’s succession, it
wasn't sufficient to fully dispel negative sentiment toward Hanwha Aerospace’s capital-raising
plan. In light of that, we believe the revised filing represents a strong, corrective response, which
may be well received by the market. Amid global defense buildup accelerating, demand for the
company’s best-performing products, such as the K9, K21 and Chunmoo, is expected to remain
on the rise. Moreover, efforts to strengthen partnerships through local investment in overseas
markets should help lay a strong foundation for market leadership and order visibility. Hanwha
Aerospace remains our top pick in the defense sector.

Operating results and major financial data (Wbn, W, x, %)

2023A 2024A 2025F 2026F 2027F
Revenue 7,890 11,240 25,585 27,694 28,406
OP 594 1,732 2,898 3514 3,688
Pretax profit 1131 2,647 2,595 3,246 3426
NP 977 2,540 1,998 2499 2,638
NP (controlling int)) 818 2,299 1,798 2,249 2,374
EPS 16,147 46,942 39,452 49,345 52,090
PER 77 70 183 146 139
BPS 69,689 101,994 146,732 193,888 243919
PBR 18 32 44 33 26
ROE 256 539 308 290 238
*EPS, BPS, and ROE based only on the controling interest
Source: Hanwha Aerospace, Daishin Securities Research Center

Daishin i 5=



Hanwha Aerospace (012450)

Tap 1. TP Calculation (W, x, %)
Note
BPS 158,521 Hanwha Aerospace’s 12MF BPS
Fair PBR = (ROE-g) / (COE-g)
1) 25E ROE: 19.2%
Target PBR 55 2)Perpetual growth(g): 1.33%
3) Cost of Equity: 6.4%(Rf,: 2.9%, Rm: 8%, 104X} Beta: 0.69)
. . BPS * Target PBR = W864,217
Fair share price (W) HEn A Diluted considering the issuance ratio of 13.05%
TP (W) 760,000 764,423=760,000
CP (W) 642,000 As of Apr 7, 2025
Upside potential (%) 184

Source: Daishin Securities Research Center

Fig 1. 12MF PER band
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Fig 2. 12MF PBR band

(W1k)

Price 0.4 x
1,200 r 1.6x ——28x
—40x —52x

1,000

800

600

400

200

0

18 19 20 21 22 23 24 25

Source: Quantiwise, Daishin Securities Research Center

Source: Quantiwise, Daishin Securities Research Center



DAISHIN SECURITIES

Tap 2. Quarterly/yearly earnings trajectory (Wbn, %)
1024 2Q24 3024 4Q24| 1Q25E 2Q25E 3Q25E 4Q25E| 2024  2025E
il bn 1848 2786 1781 4825 5807 6323 6209 7156 11,240 25585
revenue
YoY (%) 93 460 1102 558| 2191 1270 2487 483 425 1276
QoQ (%) -40.3 507  -361 1709 222 72 18 15.2
Land defense (Wbn) 657 1,333 1656 3365| 1,838 2012 2101 2474 7010 8424
Aerospace (Wbn) 443 562 478 595 537 559 559 578| 2079 2233
Hanwha Vision
(non-consolidated) (Won) 310 316 626
Hanwha Systems | (Wbn) 544 687 639 933 633 809 708 1064 2804 3214
Hanwha Ocean
(newly consolidated) 2928 2999 2905 3,107 11,939
Others (Wbn) -106 112 142 62 -39 -56 64 67| 2804 3214
Consolidated OP (Wbn) 37 359 436 900 615 723 745 815 1,732 2,898
YoY (%) 832 3567 25444  2246| 15448 1014 709 94| 1914 67.3
QoQ (%) 865  859.0 215  1063| -316 175 3.1 94
OPM (%) 20 12.9 245 18.6 10.4 14 12.0 14 154 1.3
Land defense (Wbn) 4 261 440 870 441 483 504 594| 1566 2,022
Aerospace (Wbn) 3 6 -6 -46 5 16 8 -37 -43 -7
Hanwha Vision
(non-consolidated) (Won) 52 3 91
Hanwha Systems | (Wbn) 39 80 57 43 41 72 66 62 219 242
Hanwha Ocean
(newly consolidated) 127 145 155 189 615
Others (Wbn) 53 28 14 25 1 6 12 7 69 26
Consolidated NP (Wbn) 13 147 318 1,846 349 443 475 531 2299 1,798
YoY (%) TTR 435 TTB  1,048.7 TTB 2010 492  713| 1812 218
QoQ (%) TR TTB 1163 4799 -81.1 268 7.3 1.7
NIM (%) 0.1 57 16.3 427 6.6 78 85 8.2 223 78
(b:::lzggdated order | \wbn) | 66,123 67,730 68205 72241 73206 73935 74987 76510 72241 76510
YoY (%) 277 29.9 28.1 124 10.7 9.2 99 59 124 59
QoQ (%) 29 24 0.7 59 13 10 14 2.0

Source: Hanwha Aerospace, Daishin Securities Research Center
*TTR=Turn to Red, TTB=Turn to Black
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Financial Statements

Income statement (Whbn) Balance sheet (Wbn)
2023A  2024A 2025F  2026F  2027F 2023A 2024A  2025F  2026F  2027F

Revenue 780 1240 25585 27694 28406 Curentassets 9192 22868 28828 30176 30570
Costof goods soid 6462 8370 20584 2199 22447 Cash &cash equiv. 1806 2968 1018 524 316
Gross profit 1428 2870 5000 569% 5959 Trade & other receive. 2119 8834 16328 17613 18027
SG&A expenses 834 1,138 2103 2181 2271 Inventories 2869 6,290 6,756 7313 7501
OP 594 1,732 2898 3514 3688 Other cumentassets 239 4,726 4,726 4,726 4726
OP margin 75 154 13 127 130 Longterm assets 10351 20469 21334 22380 23660
EBITDA 933 2063 3206 3818 3988 Tangble assets 3410 8320 8276 8235 8197
Non-OP 536 916 -303 -269 -262 Investments in affiliates 3204 %64 1645 2354 3,068
Income from affiliates 16 105 284 312 318 Other long-term assets 3737 1118 11413 11792 12395
Finandial revenue 1131 374 39%4 403 406 Total assets 19543 43337 50163 52557 54230
FXrelated gains 86 286 149 149 149 Current iabiities 12077 25516 29676 29272 27,7192
Financial expense 367 -495 657 651 652 Payables & otherliab. 1879 4270 6450 6771 6879
FXrelated losses 153 153 83 83 83 Borrowings 1374 5153 5668 5101 5101
Others 243 932 -323 332 -333 Currentportion of LT debts 1165 965 917 871 827
Income before taxes 1131 2647 259 3246 3426 Other currentliabiites 7659 15128 16641 16529 14985
Income tax expense 232 -136 597 -746 -788 Long-term liabilies 2,782 6456 7111 7425 7947
Income from cont. op. 899 2511 1998 2499 2638 Borrowings 1401 4165 4636 4748 5049
Income from discont. op. 78 29 0 0 0 Convertble securites 0 0 0 0 0
NP 977 2540 1998 249 2638 Other longterm liab. 1381 2292 2475 2677 2898
NP margin 124 26 78 90 93 Total liabiites 14859 31973 36787 36697 35739
NP for non-contr. interest 159 241 200 250 264 Contoling interest 3528 4995 6,688 8838 11118
NP for contr. interest 818 2299 1798 2249 2374 Capital stock 266 240 240 240 240
Valuation of AFS fin. assets 0 0 0 0 0 Capital surplus 192 207 207 207 207
Other compreh. income -16 6 6 6 6 Retained eamings 2627 4747 6,386 8476 10,691
Comprehensive income 819 2598 2056 2557 26% Other capital changes 443 -198 -145 85 20
Comp. income for non-contr. Int. 69 22 206 256 270 Non-controling interest 1156 6,369 6,688 7022 7373
Comp. income for contr. int. 750 2376 1850 2301 2427  Totalshareholders'equity 4684 11364 13376 15860 18491
Net borrowings 2350 7505 10437 10481 11,000

Valuation metrics (W, %, %) Cash flow statement (Whbn)
2023A  2024A  2025F 2026F  2027F 2023A  2024A  2025F  2026F < 2027F

EPS 16147 46942 39452 49345 52090 Operating cash flows 1,390 1393 -3067 1614 2774
PER 77 70 183 146 139 NP 0 0 1998 249 2,638
BPS 69689 101994 146,732 193888 243919 Non-cashitems 68 5 322 431 466
PBR 18 32 44 33 26 Depreciation 339 331 309 304 300
EBITDAPS 18436 42120 70342 83773 874%4 FX gains 19 11 -4 -4 -4
EVIEBITDA 105 139 145 122 119 Equity method gain -16 -105 284 312 318
SPS 155830 229509 561301 607582 623189 Others 410 210 372 513 559
PSR 08 14 11 11 10 Chginassets & liab. 462 903 4613 -401 630
CFPS 17957 51953 50897 64277 68111 Other cash flows 996 2201 -4 915 961
DPS 1800 3500 3500 3500 3500 Investing cashfiow 3029  -1367 809 837 843
Investment assets 2432 542 681 -7109 -7115

Financial ratios W, x, %) Tangble assets -450 577 -195 -195 -195
2023A  2024A  2025F < 2026F  2027F Others -147 -249 67 67 67

Growth potential Financing cash flows 368 1,066 726 -713 4
Revenue growth 117 425 1276 82 26 Short-term borrowings 404 927 515 567 0
OP growth 484 1914 67.3 213 49 Bonds payable 140 6338 171 -188 0
NP growth 566.6 1600 213 251 56 Long-term bormowings 29 300 300 300 300
Profiability Rights offering 0 25 0 0 0
ROIC 105 144 108 115 112 Cash dividends 51 -120 -159 -159 -159
ROA 34 55 62 68 69 Others -425 654 -102 99 97
ROE 256 539 308 290 238 Netchgincash -1263 1161 -1949 494 -208
Stabiity Beginning cash balance 3070 1806 2968 1018 524
Debtratio 3172 2813 2750 2314 1933  Endingcashbalance 1806 2968 1018 524 316
Net borrowings raio 502 660 780 66.1 595 NOPLAT 472 1643 2231 2706 2840
Interest coverage ratio 40 71 141 178 183 FCF 240 1247 2343 2813 2943

Source: Hanwha Aerospace, Daishin Securities Research Center
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[Compliance Notice]

In accordance with Subparagraph 5 of Paragraph 1 of Article 4-20 of the supervisory regulations for the financial investment industry, we confirm that
no information or content has been shared prior to its release on Daishin’s website, and that the analyst has not received nor will receive direct or
indirect compensation in exchange for expressing specific opinions. Daishin is not affiliated with the company presented in this report. This report
has been presented without any undue external influence or interference, and accurately reflects the personal views of the analyst who is responsible
for its content.

(Analyst: Lee Tae-hwan)

This report is distributed for the purpose of helping investors make informed decisions. This report has been prepared from the data and information
believed to be correct and reliable, but Daishin Securities does not make any guarantee as to the accuracy thereof. Investors reading this report
should make final decisions based on their own judgment.

For U.S. persons only: For U.S. persons only: This independent third party research report is a product of Daishin Securities, which is the employer
of the research analyst(s) who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the
United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision
by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S.
rules or regulations regarding, among other things, communications with a subject company, public appearances and trading securities held by a
research analyst account.

This independent third-party research report is distributed in the United States (‘US”) to Major US Institutional Investors (as defined in Rule 15a-6
under the Securities and Exchange Act of 1934, as amended) by Maybank Kim Eng Securities USA Inc. (‘Maybank KESUSA”) and Auerbach
Grayson and Company LLC, broker-dealers registered in the US (registered under Section 15 of the Securities Exchange Act of 1934, as amended).
All responsibility for the distribution of this report by Maybank KESUSA in the US shall be borne by Maybank KESUSA. All responsibility for the
distribution of this report by Auerbach Grayson and Company LLC shall be bome by Auerbach Grayson and Company LLC.

If the recipient of this report is not a Major Institutional Investor as specified above, then it should not act upon this report and retum the same to the
sender. Further, this report may not be copied, duplicated and/or transmitted onward to any U.S. person, which is not the Major Institutional Investor.
In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct
certain business with Major Institutional Investors, Daishin Securities has entered into an agreement with two U.S. registered broker-dealers,
Maybank Kim Eng Securities USA Inc and Auerbach Grayson and Company LLC. All U.S. persons receiving and/or accessing this report and
wishing to effect transactions in any security mentioned within must do so with: Maybank Kim Eng Securities USA Inc. 400 Park Avenue 11th Floor
New York, New York 1- (212) 688-8886 or Auerbach Grayson and Company LLC 25 West 45th Street, New York, NY 10036 and not with the issuer
of this report.

Analyst Certification of Independence

The views expressed in this research report accurately reflect the analyst's personal views about any and all of the subject securities or issuers; and
no part of the research analyst's compensation was, is or will be, directly or indirectly, related to the specific recommendations or views expressed in
this report.
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[Target price history & investment rating]
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Investment rating (As of Apr 6, 2025)

Buy Marketperform Underperform

Ratio 92.0% 8.0% 0.0%

Date

Rating

Target price

Dift. (avg %)

Diff. (max./min., %)

250409
Buy
760,000

250407
Buy
760,000
(1288)
(7.63)

250331
Buy
760,000
(1288)
(763

250826
Buy
760,000
(1579)
(12.76)

250211
Buy
580,000
1422
3172

241216
Buy
430,000
(1290)
1581

Date

Rating

Target price

Dift. (avg %)

Diff. (max./min., %)

Date

Rating
Targetprice

Dift. (avg %)

Diff. (max/min., %)

Date

Rating

Target price

DIf. (avg %)

Diff. (max./min,, %)

Sector ratings

- Overweight rating denotes industry indicators are expected to outperform
the market over the next six months.

- Neutral rating denotes industry indicators are expected to be in line with
the market over the next six months.

- Underweight rating denotes industry indicators are expected to
underperform the market over the next six months.

Company ratings

- Buy rating denotes the stock is expected to outperform the market by at
least 10%p over the next six months.

- Marketperform rating denotes the stock is expected to either outperform
or underperform the market by less than 10%p over the next six months.

- Underperform rating denotes the stock is expected to underperform the
market by atleast 10%p over the next six months.




