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Competitiveness Analysis of Korean small- and medium-sized shipbuilders
and domestic shipbuilding equipment manufacturers

B Market analysis of shipbuilding industry
Large-scale orders for oil tankers in 2006 and a sharp increase in bulk freight rates in 2007 were
main drivers of the thriving world shipbuilding market
China's rapid economic growth will lead to an increase in volume of world seaborne trade, so
that it will result in robust shipping market
More containers will be required due to the increased bulk cargo, which will trigger a recovery
in market conditions
New orders for bulk carriers, created from the sharp increase in bulk freight rates, have led to an
expansion of the market in which domestic small- and medium-sized companies operate. It
induced new companies to enter into the new shipbuilding market and to invest their money in
large equipments
Massive orders for oil tankers in 2006 will cause a weakening of tanker market. It will turn to
healthy conditions beginning in 2009, however. Thus, competition among domestic small- and

medium-sized shipbuilders, who mainly produce tankers, will intensify

m Competitiveness analysis of Korean small- and medium-sized shipbuilders
The rapid growth in Chinese shipbuilders, largely supported by the Chinese government, will
become a great menace to Korean shipbuilders who mainly focus on medium-sized tankers and
bulk carriers
Those shipbuilders, who build tankers and product carriers using the same frame, will increase
their sales volume and profits with the series effects which arise from consistent newbuilding
Some of new shipbuilders occasionally compete against existing medium-sized shipbuilders in
order to take a large amount of orders for large-scale ships before completing their shipyard
construction. Such a situation creates doubt whether the companies succeeded in the
recruitment of well-trained workers which is essential for successful process of their ordering

amounts

B Competitiveness analysis of domestic shipbuilding equipment manufacturers
Prosperous conditions in the shipbuilding industry increased the amount of orders in Korean,
Chinese and Japanese shipbuilders, which will drive growth in domestic shipbuilding equipment
manufacturers
Marine engine and machinery manufacturers will maintain their current profitability growth by

means of the decreased price-cutting pressure from shipbuilders

“Holua8IYATL

Hana Institute of Finance




Electronic equipment manufacturers maintained its continuous sales growth, helped by the
booming shipbuilding business. They will keep their pace of profitability growth by virtue of
stable foreign exchange rate, despite a temporary decline in profitability

Hull parts manufacturers have suffered from continued pressure from shipbuilders to lower their
prices. Such pressure hindered improvements in profitability of hull parts manufacturers even
though their sales increased

Strong exports and improved profitability will be sustained among domestic piping and steering
equipment manufacturers who have advanced technical skills. Chinese competitors, however,
will put pressure on some domestic steel outfitting manufacturers even though they got into the

industry recently

m Strategy suggestions for Hana Financial Group
Refund Guarantee(R/G) is the most necessary and attractive financial tool to the domestic
small- and midium-sized shipbuilders. Not only government-owned banks, commercial banks
are also pushing forward their R/G business as their new growth gear in emerging markets
Risk of the R/G issuance may include the flaw in construction, delay in final delivery of the
vessel and a bankruptcy of shipbuilders. Among them, the bankruptcy of shipbuilders is most
likely to happen, and the risk can simply be resolved by settlement of collateral on the vessel
guaranteed by R/G
Since the shipbuilding industry is expected to expand continuously, it will be essential for HFG to
develop strategies which strengthen HFG’s position in the R/G market by means of discounts on
guarantee charges combined with foreign lending transactions
For loan business, it will be necessary for HFG to treat each shipbuilding equipment
manufacturers differently depending on equipment types and classify their competitiveness in
the market, for the purpose of financial soundness
HFG can approach the ship financing market through supply of syndicate loans, investment in
shipping investment companies and cooperation with lease companies
High oil prices are inducing KNOC and domestic energy companies to enter the drilling business
where Norwegian companies currently have a firm grip on the world market. Therefore, it will be
essential for HFG to approach such business as an additional income source, through syndicate

loan business which is largely dominated by Norwegian banks
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Port 2004 2005 05.3Q 05.4Q 06.1Q 06.2Q
North European Area 22,968,820 25,757,932 6,714,512 6,711,484 6,612,964 6,833,388
ZZUE (YoY, %) - 12.1 13.9 13.8 7.8 8.8
North American Area 23,495,495 25,595,526 6,758,484 6,708,602 6,146,752 6,932,833
ZZUE (YoY, %) - 8.9 9.8 5.8 6.6 9.0
Far East Asian Area 95,585,569 100,381,084 28,248,247 29,864,626 27,173,830 30,757,117
ZLE (YoY, %) - 14.4 13.2 17.3 12.2 13.7
China 49,283,000 62,530,100 16,255,300 18,058,800 15,767,800 18,234,400
ZZUE (YoY, %) - 26.9 236 33.2 206 205
Dalian Port 2,200,600 2,865,300 725,000 915,300 650,000 803,600
Guangzhou/Huangpu Port 3,224,200 4,602,500 1,156,800 1,430,800 1,447,900 1,554,600
Ningbo Port 4,005,500 5,181,400 1,441,900 1,443,600 1,434,800 1,758,700
Qingdao Port 5,139,800 6,306,200 1,636,900 1,638,600 1,732,400 1,863,600
Shanghai Port 14,467,600 19,531,000 4,762,000 6,289,000 4,550,000 5,439,800
Shenzhen Port 13,561,800 15,898,800 4,382,300 4,221,100 3,829,900 4,302,500
Tianjin/Xingang Port 3,813,000 4,802,000 1,268,000 1,265,000 1,222,000 1,549,800
Xiamen Port 2,871,300 3,342,900 882,400 855,400 900,800 961,800
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Fols} vj$ LHE WAL ATk 2H}TFES #aE BDI A5 oLy, M A0BAIIE AEAZO)
. = . . M| 20|, 20095 0|0
FdEe] $7h= BDIY) SeAE sbdes wolduAde & & Qew), [0
2l5HgE =2 d
oglg BDIX4e] WHo] Wad NxAde AP dFS Fvh 9 T
A7ao] B4 A}, BDIASGE 23bgFE0] Ady] 458 Ao Rols
2008\l BDIA|7} 3,928pe] AAS 7|&sta, 23w EC] Aista
BE5% Fo7F AHAHoR FUksHE 20099 o] Foll= 4,000pAe] 7t
AA S AL Aor dddnh meby dad A=A 2007d dutr] €]
QiR BFAE oleke] shbvlsh 20080l obiE Bel Ao AuEw,
AR 2IgEEel Fadhs 20099 o] Fol ankdl sEAE 2 How

digsel A7 ers AN A4S BY Aow dAddn.

3 €34 BDI SE2UA MY

2001 2002 2003 2004 2005 2006 2007E 2006E 200 2010E  20HE
BOIXI&- | 1216 1144 2634 4521 3380 3188 4940 398 4066 413 4172
ZUB(%) | 244 59 103 716 -2 57 50 205 35 18 08

XtZ : Clarkson, MOL, MY siLi2843gH 1L

@ "ol
20043 o] % AT 13.1%9] =2 AEF S7HES B HolyA2 Aut
| A=l 20061 sfwky] o] 5 HH oY
Aol w4 stee 7HA Sk Aoy E @ Sk AAl el
MEZFS 200010 4847F 6GHTEUCA 2006 9469 4HTEUZ 95.3%14
7VaAl e Feelo® Atk £3] 2005(13.1%)3 200613(16.6%)l)
Fol w43 =oju AdutEmaadel mE AH U] FHETYE
2 84 H] 324% wEtehs Aol 2T

CHre 2ol ThE S22
FHE 2006 ZH|O|H 2
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Fa9 2094 0 20 A4 24 3
6 o1 7iE|0|LM =R #E FO|
18000 [ (HTEY Feeder=(1,000TELP[2H Handy=}(2,000TEWR 12H (% 15
Pananex= I Post-Panarex=0 A CHEM
15000 | —N=EEIR(9) I 2
12000 r
115
900 r
110
6000 r
300 t 1%
0 0
b 97 D ol 08} ® OE 0E 1E
Z : Feeder22 Feeder, Feedermaxs &, Panamax=2 Panamax, Sub—Panamaxgas EHet A
XtZ : Clarkson, MOL, MU siLig828YH 1L
e 2007 Aol AFERE S8 e FAT AAANG  dluss Sl ne
- N el = HI20IX| 4 2ES FEO|L:
e e, B Fo WaANE Fart FFeke] Y Bege] Frpw  2IEEAR 5SS THOM
. - - 2210| SIZMIE AR,
g 9lon, 20079 49 HALAAFIL AP HuAE 7EdE @Al f; |L1A;FO|E§FQOPJ
= ==
HAE AT olelst Magd e EedY UM HHolY 5% S7H
Qo3| Ho] ZujA|E ALl Aol &AX4el HR(Howe Robinson)
Indexs} ABjoLA AzuFere] 822 Ag) F2EEEES olAlob
51 BH YR, ofAol-ERFHAR, ofAol-A TR Y EsE A4
U HEFolS AyH 201137FA] AHT 8%ol A A &Aoo v ZFUtst A
otk F3| FE AAYN FEIVES] ANF PG AL opop
SEHFE | O|EL(EB/WB, WB/EB)E x|&2 07 Z7IA]7|aL 9t) o] H
Aol Ual QAT chAlol-fdde] €9 Ade TP ddon 44
st om, olelgh UGS ofNol-rF e &9 ek o]Eo ¥ Ao
A, 20061 o] % HAE A o]HYAIES 3| H/AL ASR o FHTh
D A 78 24 2EY #HHo|Y 252 MY (TH| -HTEV)
2000 2001 2002 2003 2004 2005 2006 2007E 2008E 2009E 2010E 2011E
Transpacific (EB/WB) 1.9 2.0 2.3 2.2 2.4 2.5 2.6 2.6 2.7 2.7 2.7 2.8
=5kstZ2(EB) 7,248 7,400 8,975 9,864 11,406 12,905 14,417 15,854 17,059 18,388 19,842 21,261
M eFstZ(WB) 3,792 3,655 3,952 4399 4707 5119 5568 6,028 6,418 6,828 7,267 7,729
North Europe/Far East (WB/EB) 15 1.4 1.5 1.6 1.6 1.7 1.8 1.8 1.9 2.0 2.0 2.0
S5stZ(EB) 2678 2822 2987 3,255 3,701 3,860 4,158 4514 4815 5131 5,470 5,877
AMEkstZ(WB) 4077 4075 4432 5206 6,064 6,69 7560 839 9177 10,067 10,949 11,898
Mediterranean/Far East (WB/EB) 2.0 2.0 1.9 2.2 2.3 2.5 2.8 29 3.0 3.1 3.1 3.1
=skstZ(EB) 630 670 760 808 905 1,023 1,0 1,206 1,309 1,407 1,512 1,623
Mekstz(WB) 1,280 1,325 1,475 1,761 2,113 2,569 3,024 3,532 3,941 4,305 4,688 5,092
Il 2EFE 2 A 19,705 19,947 22581 25293 28,896 32,166 35,823 39,529 42,719 46,126 49,728 53,480
A" S7kE(YoY) 10.7% 1.2% 132% 12.0% 143% 11.3% 11.4% 104% 8.1% 8.0% 7.8% 7.6%
AtE : Drewry Container Market Review
Sh= T4 9
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T A7 #4 23 HR Index= &5 ¢ 237F ASE = 20099744
AEAS] stAlE B Aoz sy, 2007d2 ARkl Age Hae-Y
753 E5% S71E dlgo® i 1,198pe] GRFAHE el Ao
g, Sl AeolyAde] it ol «dE= 20090 875pQ]
HAAAE 7152 Aoz Hvh J2; 20090\ o] % wmgduke} sl Fket
20061 AlxzREgad wE AST 7S das Fexddde 7HAs
20113 HR Index= 1,270p7b4] A3 Ao o A=),
Bl 6 7iE(0lLf HR ZEI8MK 4 HYy

2001 2002 2003 2004 2005 2006 2007E 2008E 2009E 2010E 2011E
HRX| = 707 577 940 1,637 1,833 1,240 1,198 1,091 875 1,179 1,270
SUE(%) -183 -184 629 634 193 -324 -34 9.0 -198 3438 7.8

121 10.5 8.9 9.8 13.1 16.6 141 14.0 109 6.0 7.4
3.8 1.7 147 147 100 102 9.6 8.9 8.7 8.6 8.4

3= - T2(%) 8.3 -12 58 -49 3.1 6.4 4.5 51 2.2 -26 -1.0

@ Oil Tanker % A3} 8HA| % HHI(PCA)
AAA Afr Fadd Folol wet WEshs 2T AfseAE T

(PCA)9] 4232 VLCCE 7]Fo2 200249 191,0707DWTe A 20064
19 2,630VIDWTZE AT 1.5%2 F7F& = 5713t
AfFradre] 499 7,808% wjHo A 8451%F widRE 1.7% S7hsk 33
2o FolZ HTh AA fF2A FFEE 2002d 19 2,5009HDW T A
20064 1943,9OOUPDWTE At 1.8% —0—7}0}04 % 17F 8 27183 A9

n mlo
~N
i
ot
S
10
ﬂ
o

7 HA 8EM 32 ¢ £2 MY (VLCCIIF) (TH2I : SHRDWT)
2001 2002 2003 2004 2005 2006P 2007E 2008E 2009E 2010E 2011E

=8k 117.3 1107 117.8 1240 1242 1263 131.7 1383 1443 1520 159.5
3718(%) -5.6 6.4 5.3 0.2 1.7 4.3 5.0 4.3 5.3 4.9
aad 126.8 125.0 1254 128.2 133.7 139.0 1435 1469 1546 1616 168.2

2.2 4.3 4.0 3.2 2.4 5.2 4.5 41

n= AU A G B AEIA) oJ3tH AAC] A we 2007d U 8,6607F
jdo A o= 2011 9,206%F wjd@E ZFrkshe Aabske 2007d U4t
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247 2 24 72 d R

283 B

et & AfAe] B4 A3 WSASE 2007d0] AHT 73.5pF 7E
ste] AWW] 25.7% b SErelal 20081 o] & whHEsle] 2011V
109.9pe] 9& Ao g Awyn, o] 2008 oo} Tanker AlZA]% 9
ZAAl=Ho]l yeld AL onsitt

B s oM WS(ALRD|-24h 2X|4 MLt (SH T HDWT)
2001 2002 2003 2004 2005 2006 2007E 2008E 2009 2010E 2011E

WSK|= 66.3 51.8 100.0 149.6 1051 98.9 73.5 105.1 1022 106.0 1099
SZE(%) -41.5 -219 93.1 496 -29.7 -59 257 429 2.7 3.7 3.7
MERERTIEEE 75% 11.4% 61% 33% 71% 91% 82% 59% 6.7% 59% 5.2%

F . WSK|$E 262IDWTZ VLCCIIEY
X2 : MOL, Clarkson, M2 SILIZ8ZEHTA

@ 7k~ (LNGC, LPGC)
TPM e HAAVFPAE 93 163°CE H3HA 7]

&=
1/2700.2
H} 2005 H-E
WA 65kl Uj9lg 7S
Moo gAdags HzEes

5 HEE 1/6000.7 Zaste] 18
$+HkeE LNGAI(Liquified Natural Gas Carrier, LNGO)¥} 75 #2]- A A
Aol A BAEE wslE Tag i) 7
=4508te] 4kl LPGA(Liquified Petroleum Gas Carrier) 2 -5
AZFE aLfr7F Al 2007 68 @A Fatolat
AP AEsa glon,

oloz Z-gahe] An|ge] FZAZ 7hA gk

ol Ri&2 mEORIA
UEE Hokro| 2et
R&Ho Syt MY

J3s} 43°CE H3}A| A

G717 0]

o= HA7}~A7}

A7k~ oibslerao] vjEFo] Afin] 29%, AMediH] 45% A2 AuE
AZ=ZA WE Protocolde] Bg o] 37 oux|YPoz ZhEs Wil 9lof
ojo] wE MA A&n|EFe] A EHAN ST o ¥
EED 1 xoE HOUA nEY 22 EED 2 1o HoA MaE 2
SEER S 52 S % F2Mlo} £
W ofA|of Hol=2|7} W ofAlof WotZz|7t
=a| RESEE el RS
41%  39% 49%

8.0%

35.6%
8.3%

40.1%

27.2% 38.4%

5.9%

10.6%

13.0%

& HAA HHTEA oiEZ 6,112 TCF 7|&Y
XI& : BP Statistic 2006

3) WES™EAM(Kyoto Protocol) :
28 160 W& CO2, CH4SC Hizake
Az ofH, 0= Hesh S0, &2

=1

ﬂll

J|&ZHeo| FR0I101 2AMTIA HY
S 2008~2012A7 90 £FLHH| 5.2%
3%, EUS 3871=0| Cfj&=71e

3 HNA HAHTEA WA 95.2 TCR/Yr 718
XI& : BP Statistic 2006
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EED 14 48 LPGH 2xE, AnA dsz R0 (EEB 15 4F LPGH 38 st X0
140 r (HCBM) PaE= (YoY,%) 7 10 130 [ (ZCBM) (%) 7 100
o | ek g Aok
s 120 | —— 27IESFTRIBIIE(P) 15
] —N=2EE(P) ] — M= SRR S(P)
100 6 - © 15
80 14 D r
12
60 r 12 o
©0 K 1°
0|
2 r -2 | =
0\\\\\\\\\\\\\“““““““‘_4 0\\\\\\\\\\\\\\\\\\\\\\\\\\\\\_ED
0.Qt 01.Q1 Q1 wQt 04Q1 6Q1 0m6Qr 07.Q1 wQt 0.Q1 ceQl QA 04Q1 Q1 Al 07.Q1
0 5~20K CBM 29| M4} 7|=¢ 7 1 5~20K CBM w29 M8} J|&Y
A& : Clarkson X2 © Clarkson
o] F 4 2AFATE AEHUE 27 LPGHGH~2WCBM 1) A4S 539 PG Seizel zaos
EASE, 200590 38WAHCBMAFRE] AlEAle]l WEEo| 1996RE  ETehlAE HEHS
200047k 9] 33M9ACBME Yol EZaz 7289 o= 20064 AENLZFI| 8 St
il ] v/l = 1= - 1 0 = — AA jE- jE4 %t—é— LPGAI_'l }\|7é"0‘” gg&!
shRb7lolF AEF SUHES A <Ayld>e el 2006 W 2% go0e mes My
L o= O
LPGA o] 57bafo] AA] MEFe) 33.1%0) o2zl owm, Aug Tyl
FHE olojA AgrdFqrie SIS E3AYIE adlow Ageiiith
G5 LPGA Aol B w7 A = 6THCBM o] Fuld Auh g4l
WPt 7EskE o] 28 LPGA AlZAgol g5 w27t sle, ofAlot
Al LPG Eg o] =9 FddRdRE F7dhal 2= 20109714
AWACAGR) 3.1%9 F7HE A%T Ao odso] A %ol
285w agddte] Foe AEHCR ST Ao Bl mEhA, A
F /M0 H5AE siEtetar ke el qbgshel= 2000 o) Fol =
29 LPGA ARAGE tAl 89 ASAQ] 57t ZA=is stold
Ao et
9 LPGH H=3 #gt F0| & Y (St HRICBM)
2003 2004 2005 2006 2007E  2008E  200%E  2010E  2011E
LPGM MAM=Z 14.2 14.3 14.5 15.3 16.4 19.2 2.5 2.7 251
SUE(YoY, %) 3.9 0.4 1.1 5.8 7.0 17.0 17.2 5.3 5.9
60K Of& ThY 8.1 8.0 8.1 8.6 9.2 1.3 13.6 14.4 15.4
ZHE(YoY,%) 3.5 -1.0 0.8 6.1 7.3 22.6 20.4 5.9 7.0
20~60K ¥ 3.0 3.1 3.3 3.5 3.7 4.2 4.8 5.0 5.3
SH2(YoY, %) 8.0 5.1 4.2 5.8 7.9 13.6 14.3 4.2 6.0
5~20K So¥ 1.8 1.8 1.8 1.9 2.0 2.1 2.2 2.2 2.3
SHE(YoY, %) 2.3 -1.0 -1.4 6.2 2.8 5.0 5.3 1.6 1.7

A& : Clarkson, MU2 S84 1L
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