KT&G Investor Relations 2016

* FY2016 1Q ’ -
R '
_Earnings Presentatioh'




Contents

Chapter 1. Consolidated Results

Chapter 2. KT&G Separate Results

Chapter 3. KGC Separate Results

Chapter 4. Appendix

This material has been produced to provide investors with various information in order for them to get more understanding about KT&G based on the objective facts as best

as we can. However, the numbers and guidance in this material may be subject to change and the company does not guarantee the correctness and completeness.



4

Chapter 1. Consolidated Results

QU

- Sales/Profit



1. FY16 1Q Consolidated Results Summary -
e KTGG

1Q Consolidated Sales, OP, NI recorded 1 tril. 91.3 bil, 393.0 bil,, 284.7 bil. won

* 10 Consolidated Sales dropped by 4.0% yoy : KT&G -8.9%, KGC +23.7% yoy
* 1Q OP and NI dropped by 8.3%, ?.8% yoy each

[0 Consolidated Sales/Profit

(Unit : bil. KRW)
1QFY16 1QFY15 Change
Net Sales 1,091.3 1,136.9 A4.0%
- KT&G 701.2 769.8 A8.9%
- KGC 295.6 2389 23.7%
- Others and Adjustment 94,5 128.1 A26.3%
Operating Profit 393.0 4285 A8.3%
Net Income 284.7 308.8 A7.8%

« Sales of KT&G and KGC are the amounts before eliminating internal transactions.

« Others and adjusted amounts are the figures after adjusting or eliminating internal transactions among other subsidiaries sales.



4

Chapter 2. KT&G Separate Results

QU



2-1.FY16 1Q KT&G Results Summary .
e KTGG

FY16 1Q Sales and OP dropped by 8.9% and 13.8% yoy respectively

1Q Sales recorded ?01.2 bil. won (dropped by 8.9% yoy)

- Domestic Cigarette -25.5%, Export Cigarette +?0.8%, Others(Real Estate etc.) -30.4%

1Q OP and NI recorded 327.4 bil. won(-13.8%) and 253.8 bil. won (-13.8%) each

[ Sales/Profit
(Unit : bil. KRW)
1QFY16 1QFY15 Change
Net Sales 701.2 769.8 A8.9%
- Domestic 4240 569.3 A25,5%
- Export 232.2 135.9 70.8%
- Others(Real Estate etc.) 45,0 64.6 A30.4%
Operating Profit 3274 380.0 A13.8%
Net Income 2538 2944 A13.8%
* Gross Sales 2,1228 1,708.9 24.2%




2-2. Domestic Cigarette .
s KT &G

Total market volume and KT&G volume in 1Q grew by 40.5%, 47.9% yoy respectively

* 1Q Total Market Volume: Increased from 12.6 bil. sticks to 1?7.? bil. sticks
* 1Q KT&G Volume : Increased from 7.1 bil. sticks to 10.5 bil. sticks
* KT&G Market share : 59.5% (+2.9%p yoy)

O Total Market Volume O KT&G volume O KT&G M/S Trend
(Unit: bil. sticks) (Unit: bil. sticks) (Unit: %)
405%Yoyt 177 4?9%YoYT 105
12.6
7.1

O™ 5g5 592 588 595
56.6

"15.1Q "16.1Q 15.1Q "16.1Q 15.1Q 2Q 3Q 4Q 16.1Q



2-3. Overseas Cigarette (Export) -
e KTEG )N

1Q Export volume and sales grew by 28.1% and ?20.8% yoy respectively

* Volume grew by 28.1% yoy (15. 1Q 9.1 bil. sticks = "16. 1Q 11.? bil. sticks)
e Sales grew by ?0.8% yoy ('15. 1Q 135.9 bil. won — "16. 1Q 232.2 bil. won)

O Export Cigarette Volume O Export Cigarette Sales
(Unit : bil. sticks) (Unit : bil. KRW)

281% Yoyl VI 208% Yoyl 2322

0 il

'15.10 16.1Q 15.1Q "16.1Q




2-3. Overseas Cigarette (Export +Subsidiaries)

e KTGG

1Q Overseas volume and sales grew by 18.9% and 51.5% yoy respectively

O Overseas Cigarette Volume
(Unit: bil. sticks)

(yoy 18.9% 1)

106 Subsidiaries 09

1.5 (38.6%])
Export 117
9.1 (28.1%1)
15.1Q 16.1Q

* Subsidiaries : Russia, Turkey, Iran, Indonesia (KT&G-I, Trisakti, MMM)

« Overseas Volume:'16. 1Q 12,6 bil. sticks (+18.9% yoy)

- Export : +28.1% yoy, Subsidiaries : -38.6% yoy

O Overseas Cigarette Sales
(Unit : bil. KRW)

(yoy 51.5%1) 252.1
199

Subsidiaries

166.4 (34.2%])

Export 2322

1359 (?0.8%1)

15.1Q "16.10

* Overseas Sales:'16. 1Q 252.1 bil. won (+51.5% yoy)

- Export : +70.8% yoy, Subsidiaries : -34.7% yoy

AN



2-4. Profitability Analysis .
KTGG ™

FY16 1Q both OP and NI dropped by 13.8% yoy respectively

SG&A

(Unit : bil. KRW) (Unit : bil. KRW) (Unit : bil. KRW) (Unit : bil. KRW)
380.0 . 185
: 2944
176.2 13.8% YoY |
3274
1387 25338
13.8% YoY |
21.3% YoY | '15.1Q '16.1Q
-7.0

, o , , -118 , ,

"15.1Q "6.1Q "15.1Q '16.1Q OtherG/L M Financial G/L "15.1Q '16.1Q

- OP Margin:: 15, 1Q 49.4% — '16. 1Q 46.7% (-2.7%p) * NI Margin:’15.1Q 38.2% — '16. 1Q 36.2% (-2.0%p)
- Net other gain reduction (Net FX Loss 17.0 bil,, etc)

. i0:715.1Q229% —'16.1Q 19.8% (-3.19
SRS, G 22200 WO - Net financial gain increase (Dividend income, etc)
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Chapter 3. KGC Separate Results

QU



3-1. FY16 1Q KGC Results Summary
e KGCIMBAL

1Q Sales and OP increased 23.7% and 42.9% yoy respectively

* 1Q Sales recorded 295.6 bil. won, grew by 23.?% yoy (Domestic +28.9%, Export -38.0%)

* 10 OP and NI grew by 42.9% and 64.6% yoy to 68.9 bil. won and 51.7 bil. won each

O 1Q Sales & Profit

(Unit : bil. KRW)

1QFY16 1QFY15 Change
Net Sales 295.6 2389 23.7%
- Domestic 284.2 220.5 28.9%
- Export 11.4 18.4 A38.0%
Operating Profit 68.9 48.2 42.9%
Net Income 51.7 314 64.6%

-,


http://www.kgc.co.kr/

3-2. Sales Analysis “ *
e KGC B AL

1Q Domestic sales grew through overall channels

O Sales by Regions O Domestic Sales by Channels
(Unit : bil. KRW) (Unit : bil. KRW)
[yoy 28.9%1) 284.2
(yoy 23.7%1)
295.6 2205 Othfrs .
2389  Overseas (42.8% 1)

493 DFS,

epartmen
tore &
ypermarke

(22.5%1)

184 (38.0% | )

Domestic
(28.9%1)

F/C store
(28.2%1)

'15.1Q '16.1Q '15.1Q '16.1Q

» Overall channels showed growth

» Domestic sales in 1Q grew up 28.9% yoy - F/C store grew up 28.2% yoy
« Overseas sales in 1Q dropped by 38.0% yoy - DFS, Department Store & etc grew up 22.5% yoy
- Others grew up 42.8% yoy

« F/C Store: Franchise Store Channel, Others : home shopping, on-line store and beverage, etc. 8


http://www.kgc.co.kr/

3-3. Profitability Analysis

1Q OP and NI grew up 42.9% and 64.6% yoy respectively

(Unit : bil. KRW) (Unit : bil. KRW)
42.9% YOYT
76.6
482
19.3% YoY |
'"15.1Q '16.1Q '15.1Q '16.1Q

« OP Margin:’15.1Q20.2% — "16. 1Q 23.3% (+3.1%p)
- Sales improvement of high value-added products
* SG&A Ratio:'15.1Q 32.1% —'16. 1Q 30.9% (-1.2%p)

Other/Financial “

(Unit : bil. KRW) (Unit : bil. KRW)
0.1 64.6% YoY
I I
-0.5 -0.5
314
15.1Q '"16.1Q
-6.3 | |
OtherG/L B Financial G/L '15.1Q '16.1Q

« NI Margin:’15.1Q 13.2% —'16.1Q 17.5% (+4.3%p)
- Operating profit enhancement (20.7 bil. won)
- Net financial gain (-0.03 bil)), Net other gain (+6.3 bil)


http://www.kgc.co.kr/
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\ Chapter 4. Appendix

- Consolidated F/S

- Separate F/S



4-1. Consolidated Financial Statement

®U
I K'I'&G N
O Summarized Statement of Financial Position O Summarized Statement of Comprehensive Income
(bil. KRW) S IR O (bil. KRW) FY14 FY1s  "151Q  '16.1Q
Non-Current Assets 3,010.1 3,1025 3,094.8
-Property Plant Equipment 1,753.4 1,789.8 1,779.0 Net Sales 41129 4,698 11,1369 1,091.3
-Investment Properties 168.0 164.5 164.8
-Equity Accounted Investments 57.9 515 386 COGS 1,840.8 1,630.6 4103 4241
-Available-For-Sale Financial Assets 3258 364.7 371.1
Current Assets 4.408.2 5,564.2 5,579.8 Gross Profit 22720 2,539.2 726.7 667.3
-Inventories 1,982.5 2,119.1 2,038.8
-Cash and Cash Equivalents 4164 546.2 745.0 SG&A 1,002  1,1733 298.1 2743
-Other Financial Assets 668.4 1,136.9 997.6
-Account Receivables and Others 989.8 1,217.9 1,235.4 Operating Profit 1,1719 1,365.9 4285 3930
-Prepaid Cig. Taxes and Others 260.8 4478 4444
Assets Held For Sale 04 6.7 6.7 Other Income & Expense -61.3 -414 -20.6 -16.9
Total Assets 74187 8,6734 8,681.3
Non-Current Liabilities 5860 5262 551.1 Financial Gain(Loss) 441 160 108 160
Current Liabilities 1,124.6 1,871.7 1,970.1 Share of Profit(Loss) of . o
-Account Payables and Others 982.7 606.4 1,087.9 Associates : : 0.7 0.5
-Short Term Borrowings 1419 2064 100.2
Total Liabilities 17106 23979 25212 Pre-taxIncome 11579 3926 4194 3926
Capital Stock 955.0 955.0 955.0
Treasury Stock 23391 3371 3318 Income Tax 344.1 107.8 110.6 107.8
Gain on Reissuance of Treasury Stock 4920 494.6 505.2
Other Capital Surplus 46 9.9 101 NetIncome 8138 2847 3088 2847
Reserves 3,426.4 3,704.3 42842
R —- 11009 14020 690.3 Other Comprehensive Income -68.4 12.3 -9.1 12.3
Total Equities 5,708.1 6,275.5 6,160.1
Total Liabilities and Equities 74187 86734 86813 R 7454 2910 2997 2978

10



4-2. Separate Financial Statement (KT&G)

«QU
I Kl'& G N
O Summarized Statement of Financial Position O Summarized Statement of Comprehensive Income
(bil. KRW) FY14 FY15 16.1Q (bil. KRW) FY14 FY15 15.1Q '16.1Q
Non-Current Assets 3,311.6 3,469.0 3,502.1 Net Sales 27426 2,8217 769.8 701.2
-Property Plant Equipment 1,279.7 1,309.6 1,303.6 B m— 25000 26077 705.2 656.3
-Investment Properties 140.1 136.8 137.1
-Real Estate 160.3 1428 51.9 20.0
-Investment in Subsidiaries 1,081.8 1,1244 1,151.9
-Available-For-Sale Financial Assets 3034 340.1 3444 Gl 822 AT 127 250
Current Assets 29829 39787 40274 COGS5 10638 9466 2136 2351
-Inventories 9104 889.0 866.9 -Cigarettes 914.4 813.6 168.2 212.7
-Cash and Cash Equivalents 321.6 4444 6409 -Real Estate 96.1 849 353 8.1
-Other Financial Assets 640.0 1,092.0 950.0 -Others 534 48.1 10.1 14.3
-Account Receivables and Others 8249 1,074.9 1,099.5 Gross Profit 16788 1,8750 556.2 466.1
-Prepaid Cig,. Taxes and Others 260.8 447 8 444 4 SGRA 6242 6377 17622 1387
Assets Held for Sale 0 1.5 15 .
Operating Profit 1,0546 1,237.3 380.0 3274
Total Assets 6,2949 7,449.2 7,5310
Non-Current Liabilities 167.1 1230 1356 Other Income & Expense -854 1.1 -7.0 -11.8
Cunmen g siiies 786.1 14298 16533 -Other Income 719 104.5 240 18.6
-Account Payables and Others 34722 4338 913.3 FX related Gain 46.0 66.9 7.5 9.5
-Short Term Borrowings 5.6 5.0 4.6 Others 259 375 16.5 9.1
Total Liabilities 1,1287 1,5527 1,7889 -Other Expense 157.3 1034 31.0 304
CapitalStock 9550 9550 9550 FX related Loss 139 129 78 26.7
Treasury Stock -339.1 -337.1 -331.8 Others 1434 904 232 37
Gain on Reissuance of Treasury Stock 492.0 494.6 505.2 i ) )
Financial Gain(Loss) 76.3 81.0 15.1 18.5
Other Capital Surplus 3.6 3.6 3.6
Reserves 34938 37845 43564 Pre-tax Income 1,045.5 1,3194 388.1 3340
Retained Earnings 736.5 995.9 2537 -Income Tax 2984 3315 936 80.2
Total Equities 53417 5,896.5 5,742.1 NetIncome 7471 987.9 2944 2538

Total Liabilities and Equities 6,294,9 7,4492 7,5310 Comprehensive Income 7122 978.2 2883 2580
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4-2. Separate Financial Statement (KGC)

«®U
I KT& G N
O Summarized Statement of Financial Position O Summarized Statement of Comprehensive Income
(bil. KRW) FY14 FY15 FY161Q (bil. KRW) FY14 FY15 15.1Q 16.1Q
Non-Current Assets 543.1 521.8 517.1 Sales 8128 9178 2389 2956
-Tangible Assets 261.1 291.1 2877
- Red Ginseng Roots 1238 104.3 30.1 20.5
-Intangible Assets 10.4 9.2 9.1
- Red Ginseng
~Others 2716 2215 220.3 Products 687.6 811.8 2084 2743
Current Assets 1,094.3 1,240.1 1,209.7 (Ratio) (84.6) (88.4) (87.2) (92.8)
-Inventories 892.6 1,059.4 992.0 _ Others 14 17 0.4 08
-Cash and Cash Equivalents 45 34 43
COGS 401.7 438.6 114.1 135.3
-Others 197.2 177.2 2134
Total Assets 16374 17619 17268 Gross Profit 411.1 479.2 1248 160.3
Non-Current Liabilities 63.2 77.1 80.2 SG&A 281.0 345.8 76.6 914
Current Liabilities 179.7 2225 130.8 Operating Profit 130.1 1334 482 68.9
-Short Term Borrowings 102.9 141.0 379
Ether INEEITIS -3.2 2638 6.3 007
-Others 76.8 814 929 Xpense
Total Liabilities 2429 2996 2111 - Giler o 80 74 1.0 17
Capital Stock 69.1 69..1 69.1 - Other Expense 11.2 342 73 16
Capital Surplus 939 939 939 Financial Gain(Loss) 05 -09 -05 -05
Reserves 1,1434 1,233.1 1,301.1
Pre-tax Income 1274 105.7 414 684
Retained Earnings 88.0 66.3 51.6
Other Comprehensive o 0 0 - Income Tax 342 36.4 10.0 16.7
Income
. . 14 17
Total Equities 1,3945 14624 15157 Netincome 932 69.3 3 >
Total Liabilities and Equities 1,637.4 17619 172638 Comprehensive Income 85.7 67.9 328 533

12
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20F, KT&G Tower, 416,
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