Investor Relations 2018

FY2018 1Q ' <
ings r@sentatﬁa'.g




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 maybe subject to change and the company does not guarantee the correctness and completeness.



Chapter 1. Consolidated Results

- Sales/Profit




1. FY18 1Q Consolidated Results Summary .
e KT GG ™

1Q Consolidated Sales, OP, NI recorded 1tril. 67.6bil, 311.4bil, 249.4bil. won

1Q Consolidated Sales decreased by 9.4% yoy : KT&G 21.2% |, KGC 15.1% |

1Q OP dropped by 21.2% / NI rose 6.1% yoy each

O 1Q Consolidated Sales/Profit

(Unit : bil. KRW)
1QFY18 1QFY17 Change

Net Sales 1,067.6 1,178.7 A9.4%
- KT&G 572.3 726.0 A212%
- KGC 3934 3418 15.1%
- Others and Adjustment 1019 1109 A8.1%
Operating Profit 3114 3953 A21.2%
Net Income 2494 2350 6.1%

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

+ Others and adjusted amounts are the figures after adjusting or eliminating internal fransactions among other subsidiaries sales |



Chapter 2. KT&G Separate Results




2-1. FY18 1Q KT&G Results Summary i
e KT GG

FY18 1Q Sales and OP dropped by 21.2% and 33.3% yoy each

1Q Sales recorded 572.3 bil. won (dropped by 21.2% yoy)

- Domestic Cigarette 5.0%], Export Cigarette 44.1%], Others(Real Estate etc.) 44.8% |

1Q OP decreased 33.3% yoy to 213.3 bil. won, Nl increased 1.5% yoy to 256.9 bil. won

0 1Q Consolidated Profit/Loss

(Unit : bil. KRW)
1QFY18 1QFY17 Change

Net Sales 5723 726.0 A21.2%
- Domestic 405.1 426.2 AS.0%
- Export 1323 236.6 A44.1%
- Others(Real Estate etc.) 349 63.2 A44.8%
Operating Profit 2133 3199 A33.3%
Net Income 256.9 2532 1.5%




2-2. Domestic Cigarette i
————————————— KT &G

Total market and KT&G volume in 1Q dropped by 10.?7%, 10.7% yoy respectively

e 10 Total Market Volume: decreased from 16.8 bil. sticks to 15.0 sticks
e 10 KT&G Volume : decreased from 10.3 bil. sticks to 9.2 bil. sticks
e KT&G M/S : B61.?%, increased 0.5%p yoy (up 2.1%p qoq)

O Total Market Volume O KT&G Volume O KT&G M/S Trend
(unit : bil sticks) (unit : bil. sticks) (Unit : %)
168 10.?%yoy| 103 10.?%yoy |
15.0 92

7.0 ‘18.1Q 7.0 18.1Q



2-3. Overseas Cigarette (KT&G Separate) -
s KT &G N

1Q Export volume and sales dropped by 40.6% and 44.1% yoy respectively

e Export volume : Volume dropped 5.4 bil. sticks(40.6%]) yoy
» Export sales : Sales dropped 104.3bil. won(44.1%) yoy

O Export Cigarette Volume [0 Export Cigarette Sales
(Unit : bil. sticks) (Unit : bil. sticks)

133 236.6

40.6% yoy | 44.1% yoy |

7.9

132.3

17.10 18.1Q 17.10 "18.10



2-3. Overseas Cigarette (KT&G Consolidated) .

KTGG ™
1Q Export (Overseas subsidiaries included) volume and sales
dropped 35.1% and 38.2% yoy respectively
O Overseas Cigarette Volume ;... <o) O Overseas Cigarette Sales (Unit - bil sticks)
2736
148 35.1%yoy | 38.2% yoy |
7 =R
9.6 169.2
Overseas Overseas
Subsidiaries Subsidiaries
Export 74 Export 115.1
(41.7% |) (456% |)
1?.10 "18.1Q 1?2.10 "18.1Q
% Overseas subsidiaries : Russiq, Turkey, Iran, Indonesia and USA
% Export Volume and Sales do not include USA exports
»  Overseas cigarette volume: 1Q dropped 5.2 bil. sticks »  Overseas cigarette sales : 1Q dropped 104.4 bil. won
- Export dropped 41.7% yoy - Export dropped 45.6% yoy
- Overseas subsidiaries rose 9.5% yoy - Overseas subsidiaries dropped 12.6% yoy



2-4. Profitability Analysis o
KT&G N

FY18 1Q OP dropped by 33.3% yoy and NI rose by 1.5% yoy

SG&A

Other/Financial

(Unit : bil. won) (Unit : bil. won) (Unit : bil. won) (Unit : bil. won)
877 91.2 2532 256.9
153.2
1464 3199
198 1.5% yo
2133 . .
4.6% yoy'| 17.1Q 18.1Q
33.3% yoy |
A820

"17.1Q '18.1Q "17.1Q '18.1Q | "17.1Q | 18.1Q

Other G/L M Financial G/L

«  SG&ARatio:"17.1Q20.2% — "18.1Q 26.8% (6.6%p 1) «  NIMargin:"17.1Q34.9% - "18.1Q 44.9% (10.0%p 1)

« OPMargin:"17.1Q44.1% — "18.1Q 37.3% (6.8%p !{) - Net FX gain increased 82.3 bil. won 1



Chapter 3. KGC Separate Results




3-1. FY18 1Q KGC Results Summary \
s KG C Q14+ AL ™

1Q Sales and OP increased 15.1% and 16.0% yoy respectively

* 1Q Sales recorded 393.4 bil. won, up by 15.1% yoy (Domestic 12.9% {, Export 47.9% 1)
* 1Q OP recorded 91.9 bil. won up by 16.0% yoy

O 1Q Sales & Profit

(Unit : bil. won)
1QFY18 1QFY17 Change
Net Sales 3934 3418 15.1%
- Domestic 3619 320.5 12.9%
- Export 315 21.3 47.9%
Operating Profit 919 79.2 16.0%
Net Income 68.8 583 18.0%



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

3-2. Sales Analysis “ g\
e KGCI M EAL

1Q Domestic and export sales increase, improvement in major domestic sales channels

O Sales by Regions o [0 Domestics Sales by Channels
(Unit : bil. won) (Unit : bil. won)
[yoy 15.1%f) 3934 (yoy 12.9%1)
3418 5 361.9
- 3 Overseas 3205
: (47.9% 1) Others 1039
81.? (27.2%1)

Domestic
(12.9%1)

17.1Q "18.1Q

» Domestic sales in 1Q increased by 12.9%

» Overseas sales in 1Q increased by 47.9%

DFS,
Department
Store and
hypermarket

(11.7%T1)
F/C stores
(3.0%1)

17.1Q '18.1Q

« Domestic channels showed increased
- F/C store increased 3.0% yoy
- DFS, Department Store & etc. increased 11.79%yoy
- Others increased by 27.2% yoy


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

3-3. Profitability Analysis

W, 9

KGCOIAEAF N

1Q OP increased16.0% yoy

Other/Financial “

(Unit : bil. KRW) (Unit : bil. KRW)

18.0% yoy 1
68.8

58.3

(Unit : bil. KRW) (Unit : bil. KRW)
1255
1064 919
79.2
18.0% yoy |
16.0% yoy |
171 181@  171Q '18.1Q

« OP Margin:‘17.1Q 23.2% - '18.1Q 23.4% (0.2%p 1)

» SG&A Ratio: “17.1Q 31.1% - "18.1Q 31.9% (0.8%p 1)

I I
17.1Q '18.1Q
203 202 A03
al6 : .
Other G/L B Financial G/L "17.1Q "18.1Q

* NIMargin:“17.1Q 17.1% - “18.1Q 17.5% (0.4%p 1)

- Decrease in Net FX loss and others


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

Chapter 4. Appendix

- Consolidated F/S

- Separate F/S




4-1. Consolidated Financial Statement "
S KTGG ™

0 Summarized Statement of Financial Position 0 Summarized Statement of Comprehensive Income

(bil. KRW)

FY16

FY17

'18.1Q

(bil KRW) FY16 FY17 “17.1Q *18.1Q
Non-Current Assets 3,196.6 3,390.5 3,4238
- Property Plant Equipment 1,606.5 1,7570 1,666.3 Net Sales 45033  4,667.2 11787  1,067.6
- Investment Properties 3416 3310 4392
- Equity Accounted Investments 56.5 51.0 510 COGS 1,796.7 1,908.9 478.1 4335
- Available-For-Sale Financial Assets 385.1 4718 0
Current Assets 6,594.3 6,585.4 6,663.3 Gross Profit 2,066 27583 700.6 634.1
- Inventories 2,265.4 23175 2,258.2
- Cash and Cash Equivalents 850.8 12302 1,099.8 SG&A 12370 13322 305.3 3228
- Other Financial Assets 1,657.3 1,563.9 222.1
- Account Receivables and Others 1,283.6 1,126.9 1,078.7 Operating Profit 1,469.6 1,426.1 3953 3114
- Prepaid Cig. Taxes and Others 4394 261.5 2484
Assets Held For Sale 21.2 0 0 Other Income & Expense 63.1 -127.7 -85.6 156
Total Assets 9,812.1 9,9759 10,087.2
Non-Current Liabilities 5409 343.1 3604 Aoz 526 415 205 329
Current Liabilities 2,1534 1,803.0 2,2274 Share of Profit(Loss) of . . - o
- Account Payables and Others 622.2 5233 1,193.3 Associates : : : :
- Short Term Borrowings 136.6 174.7 50.2
Total Liabilities 26943 2,146 25878 Pre-faxIncome 15873 13456 3817 3598
Capital Stock 955.0 955.0 955.0 _
Treasury Stock 3282 -3282 -3282 ceeyia 3618 181.4 9.7 1104
Gain on Reissuance of Treasury Stock 5138 5138 5138
Other Capital Surplus -34 -29.7 -29.7 Detlncone 12255 11642 2350 2494
Reserves 4,296.5 49273 53589 Other Comprehensive
Retained Earnings 16115 1,7339 9715 Income 05 ar4 06 "178
Total Equities 71178 7,8298 7,4994
Total Liabilities and Equities 98121 99759 10,087.2 O S B 1,226.1 12116 2344 2316

10



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

I KT 8 G N
OO0 Summarized Statement of Financial Position O Summarized Statement of Comprehensive Income
(bil. KRW) FY16 FY17 '18.1Q (bil KRW) FY16 FY17 “17.1Q *18.1Q
Non-Current Assets 3,635.9 3,936.4 40174 Net Sales 2,968.2 3,000.1 726.0 5723
- Property Plant Equipment 1,117.3 1,267.8 1,182.0 - Cigarettes 26703 26723 662.8 5374
- Investment Properties 335.2 3254 433.7 - Real Estate 184.7 1900 333 14.0
- Equity Accounted Investments 1,1549 1,208.2 1,208.2 - 131 1378 299 210
- Available-For-Sale Financial Assets 364.3 454.1 0 COGS 1.048.1 10986 250.7 205.8
Current Assets 4833.0 4,738.6 4805.1 =
- Cigarettes 861.3 883.9 2217 186.3
- Inventories 914.7 872.1 884.5
- Cash and Cash Equivalents 688.7 1,104.8 947.1 - Real Estate 1184 1231 19.2 26
- Other Financial Assets 16200 15300 190.0 - Others 684 916 188 169
- Account Receivables and Others 1,140.6 9514 885.3 Gross Profit 1,920.1 1,901.5 466.3 366.5
- Prepaid Cig. Taxes and Others 439.4 2558 2425 SG&A 615.0 656.7 1464 1532
Total Assets 8,468.8 8,675.0 8,822.5 Operating Profit 1,305.1 1,244 8 3199 2133
Non-Current Liabilities 1276 804 689 Other Income & Expense 347 -1235 -92.0 198
Current Liabilities 1762.3 1,451.0 1,934.2 - Other Income 126.6 1184 97 30.7
- Account Payables and Others 436.3 386.6 1,002.7 FX related gain 646 95 38 17
- Short Term Borrowings 39 2.0 1.7 Others 620 1089 59 29.0
Total Liabilities 1,889.9 1,5314 2,003.1 - Gitrer Brraees 918 2419 1017 109
Capital Stock 955.0 955.0 955.0 Fx related loss 207 1385 906 62
Treasury Stock -328.2 -328.2 -328.2
Gain on Reissuance of Treasury Stock 5138 5138 5138 Other 621 1034 1 4t
Other Capital Surplus 36 36 36 AEElel Gl eES) 606 1175 8r.7 212
Reserves 43663 50093 54507 O 14004 12389 3156 3243
Retained Earnings 1,068.5 990.1 2246 Income Tax 3130 264.0 62.4 67.3
Total Equities 6,5789 7,1436 68194 Net Income 1,087.3 9749 2532 256.9

Total Liabilities and Equities 8,4688 8,675.0 8,8225 Comprehensive Income 1,082.7 1,019.2 251.7 2492

11



4-3, Separate Financial Statement (KGC)

O Summarized Statement of Financial Position

(bil KRW)

Non-Current Assets
- Property Plant Equipment

- Intangible Assets
- Others

Current Assets
- Inventories
- Cash and Cash Equivalents
- Others

Total Assets
Non-Current Liabilities

Current Liabilities
- Short Term Borrowings

- Others
Total Liabilities
Capital Stock
Capital Surplus
Reserves
Retained Earnings
Total Equities

Total Liabilities and Equities

FY16
5483

286.5

11.2
250.6
1,3196
1,146.3
9.5
163.8
1,867.9
82.2
2287

1122

116.5
311.0
70.1
1116
1,296.6
78.6
1,556.9
1,867.9

FY17
520.3

296.1

13.1
211.1
1,4354
1,250.8
7.6
176.9
1,955.6
77.0
248.0

1504

97.6
325.0
70.1
1116
1,313.0
136.0
1,630.6
1,955.6

'18.1Q
514.7

292.7

13.1
208.9
14169
1,160.7
30.3
2258
1,9316
77.5
2129

320

180.9
2904
70.1
1116
1,385.0
74.6
1,641.2
1,9316

«®U
KTGG ™
0 Summarized Statement of Comprehensive Income
(bil KRW) FY16 FY17 17.1Q "18.1Q
Net Sales 1,1076 11,2000 3418 3934
- Red Ginseng Roots 76.3 816 284 299
- Red Ginseng Products 10286 1,114.2 3084 360.3
(Ratio) (929) (92.8) (90.2) (91.6)
- Others 2.7 42 5.0 32
COGS 509.3 5417 156.3 176.0
Gross Profit 598.3 658.3 185.5 2174
SG&A 4234 4729 106.4 125.5
Operating Profit 1749 1854 79.2 919
Other Income & Expense -42.0 -145 -16 -0.2
- Other Income 5.7 4.7 1.2 1.2
- Other Expenses ar.7 19.2 2.7 14
Financial Gain(Loss) -1.0 -8.8 -03 -03
Pre-tax Income 1319 162.2 773 913
- Income Tax 46.7 36.8 19.0 22.5
Net Income 85.2 1254 583 68.8
Comprehensive Income 75.9 1394 582 68.6
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20F, KT&G Tower, 416,
Yeongdong-daero, Gangnam-gu, Seoul
www ktng.com



