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P/BV of 2.1-2.2x, and ROE of 18.6% (currently at a 2026/27 PER of 9.2x/7.4x, P/BV +822 3783 2338

1.6x/1.3x). Our thesis is supported by a commodity memory/HBM super cycle, earnings
strength of Al capex chain and defense sector, as well as thematic re-rating from physical
Al chain. We expect 2026F/27F EPS growth of 129%/25% y-y (Nomura estimates; these
figures were 47%/20% in Dec 2025; 96%/23% in Jan 2026) — largely driven by memory
companies (64%/71% of Korea’s 2026/27 net profit [Fig. 8]) — emerging as the key
catalyst. Sector-wise, we stay positive on Al themes (HBM, power equipment, physical Al,
nuclear, ESS), defense, biotech (biosimilars/CDMO), and K-brand contents.

Beyond KOSPI 8,000 — multiple re-rating possible if corporate reform materializes
Concurrently, the path to KOSPI 8,000 hinges on whether Korea can deliver Commercial
Act (CA) reforms, enhance the structural improvement of KOSPI/KOSDAQ, and avoid
back-tracking on shareholder rights. If such reforms progress as planned, the KOSPI may
rise to above 8,000, in our view, driven by an expansion of the multiple (not just earnings
growth), potentially reversing the longstanding valuation discount versus global peers.
Risks to our view are associated with the sustainability of: (1) HBM supply constraints and
Al server/infrastructure capex, and (2) the government’s Value Up campaign/policy
rollouts being front loaded ahead of the 3 June local election.

Reality check: (1) Will Commercial Act revision really change Korea’s governance?
The 2025/26 CA amendments aim to strengthen minority shareholder rights and curb
value-destructive actions of the controlling shareholders, but early signs suggest that
listed companies may be exploring pre-emptive strategies to dilute/counter such a
legislative change. As evident in Japan’s 2005-2022 transition—where initial resistance
and legal defenses against activists prevailed — corporate behavior can shape reform
outcomes significantly. In Korea, we think companies may consider (among various
measures) expanding audit committees to maintain insider-friendly majorities despite
separate elections, staggering (spread out terms) director terms to limit cumulative voting
effectiveness, or restructuring ownership to work around the 3% voting cap. We believe
that the outcome of a successful CA-driven, Value Up program depends on the
coordinated work of consistent enforcement, top-down monitoring, and effective execution
by corporates.
Reality check (2) Korea Value Up progress — lessons from Japan. Korea should now
focus on addressing capital efficiency, dual listing issue, in our view (page 10)
Japan’s value-up reforms have evolved through the coordinated efforts of the TSE (Tokyo
Stock Exchange), FSA (Financial Services Agency), combining market restructuring,
governance codes and continuous monitoring to drive listed companies towards higher
capital efficiency. The TSE requires firms to articulate how ROE/ROIC exceed cost of
capital, disclose capital allocation plans covering cash, dividends and buybacks, and
publicly track compliance under a “name-and-shame” discipline. The forthcoming 2026
Governance Code revision and the 2025 FSA Action Program will likely ask boards to
explain their own effectiveness, board skills matrix and succession planning, and also link
governance quality to cost of capital, and demonstrate real stewardship outcomes via
investor engagement. Over the years, Japan has come to address issues related to cross-
shareholdings and excessively conservative managerial strategy, but for Korea, the
country’s challenge lies more in the family-controlled chaebol structures, in our view.
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KOSPI target raised to 7,500-8,000

We raise our 1H26F KOSPI target to 7,500-8,000 (based on a 2026F PER of 12.0-13.0x,
P/BV of 2.1-2.2x, and ROE of 18.6%; currently trading at a 2026/27 PER of 9.2x/7.4x,
P/BV 1.6x/1.3x). Our thesis is supported by a commodity memory/HBM supercycle,
earnings strength of Al capex chain and defense sector, as well as thematic re-rating from
physical Al chain. We expect 2026F/27F EPS growth of 129%/25% y-y (Nomura
estimates; these figures were 47%/20% in Dec 2025; 96%/23% in Jan 2026) — largely led
by memory companies (64%/71% of Korea’s 2026/27 net profit (Fig. 8) — emerging as the
key catalyst. Concurrently, the path to KOSPI 8,000 hinges on whether Korea can deliver
Commercial Act reforms and avoid back-tracking on shareholder rights. If Korea can
accelerate its corporate value reform and structural improvement of the KOSDAQ, we
expect a further re-rating beyond 8,000, narrowing and potentially reversing the
longstanding valuation discount versus global peers. Sector-wise, we stay positive on Al
themes (HBM, power equipment, physical Al, nuclear, ESS), defense, bio
(biosimilars/CDMO), and K-brand contents. Event-wise, we highlight the 3 June
Nationwide local elections to be important as it indicates electorates’ take on President
Lee’s administration; and, we believe, the outcome may influence policies around real
estate, infrastructure investment, and fiscal spending priorities.

The semiconductors value chain has been the primary engine driving a rebound of the
market as HBM demand, memory pricing, and Al server builds surged. Defense and
shipbuilding have benefited from multi-year export backlogs and increased demand driven
by geopolitical dynamics, while power-equipment and nuclear supply chains have re-rated
on emerging concerns about electricity-capacity shortage. Autos have regained strength
post the Korea-US tariff settlement in recent months, and the momentum will likely
continue on SDV/ADAS monetization and market expectations of a margin recovery
driven by KRW weakness, as well as physical Al expectations (i.e., industrial and
humanoid robots).

Downside risks to our positive view may stem from: (1) end of HBM supply constraints; (2)
Al server/infrastructure (Al Data Center) build-outs being front-loaded rather than multi-
year; (3) commodity DRAM/NAND price deterioration; (4) failure by listed companies to
deliver Value Up/shareholder returns, and (5) slowdown of current government’s
campaign pushing for Korea equity market reforms.

Fig. 1: Stocks for action

Mktcap Avg.TO Target Price Upside
Company Code Rating (USDmn) (USDmn) Price 20-Feb (€]
Samsung Electronics 005930 KS Buy 778,286 1,956 290,000 190,100 52.6%
SK Hynix 000660 KS Buy 477,816 1,669 1,560,000 949,000 64.4%
Samsung Biologics 207940 KS Buy 55,579 65 2,600,000 1,736,000 49.8%
Kia Corp 000270 KS Buy 46,388 112 220,000 171,800 28.1%
KEPCO 015760 KS Buy 27,971 135 68,000 63,000 7.9%
Hyundai Rotem 064350 KS Buy 16,606 112 320,000 220,000 45.5%
Hyosung Heavy Industries 298040 KS Buy 16,981 88 3,100,000 2,633,000 17.7%
HYBE 352820 KS Buy 11,862 7 460,000 398,500 15.4%
APR 278470 KS Buy 7,469 97 330,000 288,500 14.4%
Hanwha Systems 272210 KS  Reduce 15,222 116 48,000 116,500  -58.8%
SK Innovation 096770 KS  Reduce 14,919 30 90,000 127,600 -29.5%

Note: Pricing as of 20 Feb 2026.
Source: Company data, Bloomberg Finance L.P., Nomura estimates

Fig. 2: Stocks for action-valuation

Mkt cap Target Price Upside EV/EBITDA ROE (%)
Rating  (USDmn) Price  20-Feb (%) 26F 27F
Samsung Electronics 005930 KS Buy 778,286 290,000 190,100 52.6% 5.9x 4.2x 2.2x 1.6x 3.3x 2.2x 421 423
SK Hynix 000660 KS Buy 477,816 1,560,000 949,000 64.4% 4.5x 3.1x 2.4x 1.6x 2.9x 1.7x 776 65.3
Samsung Biologics 207940 KS Buy 55,579 2,600,000 1,736,000 49.8% 42.1x 37.1x 6.3x 5.4x 27.3x 23.9x 16.1 15.6
Kia Corp 000270 KS Buy 46,388 220,000 171,800 28.1% 7.8x 6.8x 1.0x 0.9x 3.7x 3.5x 9.9 12.9
KEPCO 015760 KS Buy 27,971 68,000 63,000 7.9% 3.6x 3.3x 0.7x 0.6x 4.7x 4.3x 213 19.4
Hyundai Rotem 064350 KS Buy 16,606 320,000 220,000 45.5% 26.1x 17.3x 6.2x 4.7x 18.8x 11.6x 26.3 31.1
Hyosung Heavy Industries 298040 KS Buy 16,981 3,100,000 2,633,000 17.7% 34.4x 25.8x 7.8x 6.1x 22.8x 18.3x 253 26.4
HYBE 352820 KS Buy 11,862 460,000 398,500 15.4% 40.0x 31.2x 4.6x 4.0x 25.0x 21.4x 12.0 13.8
APR 278470 KS Buy 7,469 330,000 288,500  14.4% 24.4x 18.8x 12.8x 8.0x 17.9x 13.8x 68.1 52.4
Hanwha Systems 272210 KS Reduce 15,222 48,000 116,500 -58.8% 92.3x 62.1x 4.4x 4.2x 39.1x 33.6x 4.9 7.0
SK Innovation 096770 KS Reduce 14,919 90,000 127,600 -29.5% na 34.6x 0.9x 0.8x 23.3x 18.1x (2.0) 26

Source: Nomura estimates
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Fig. 3: Nomura EPS and KOSPI targets

2018 2019 2020 2021 2022 2023 2024 2025F 2026F 2027F
EPS 137 196 218 146 98 237 207 140 201 275 632 788
y-y growth 43.1% 11.7% -33.2%  -32.8%  142.2% -12.9% -32.3% 43.8% 36.9% 129.4% 24.7%
KOSPI (PER 9x) 1,230 1,760 1,966 1,313 882 2,136 1,860 1,259 1,810 2,479 5,687 7,089
KOSPI (PER 10x) 1,367 1,956 2,184 1,458 980 2,373 2,066 1,399 2,012 2,754 6,318 7,876
KOSPI (PER 11x) 1,504 2,151 2,402 1,604 1,078 2,611 2,273 1,639 2,213 3,029 6,950 8,664
KOSPI (PER 12x) 1,640 2,347 2,621 1,750 1,176 2,848 2,479 1,679 2,414 3,305 7,582 9,452
KOSPI (PER 13x) 1,777 2,542 2,839 1,896 1,274 3,086 2,686 1,819 2,615 3,580 8,214 10,239
KOSPI (PER 14x) 1,914 2,738 3,057 2,042 1,372 3,323 2,893 1,959 2,816 3,856 8,846 11,027
KOSPI (PER 15x) 2,050 2,934 3,276 2,188 1,470 3,560 3,099 2,099 3,017 4,131 9,478 11,815
KOSPI (PER 16x) 2,187 3,129 3,494 2,334 1,568 3,798 3,306 2,239 3,219 4,406 10,110 12,602
KOSPI (PER 17x) 2,324 3,325 3,713 2,479 1,666 4,035 3,513 2,378 3,420 4,682 10,741 13,390
KOSPI (PER 18x) 2,460 3,520 3,931 2,625 1,764 4,272 3,719 2,518 3,621 4,957 11,373 14,178
KOSPI (PER 19x) 2,597 3,716 4,149 2,771 1,862 4,510 3,926 2,658 3,822 5,233 12,005 14,965
KOSPI (PER 20x) 2,734 3,911 4,368 2,917 1,960 4,747 4,132 2,798 4,023 5,508 12,637 15,753
KOSPI (PER 21x) 2,870 4,107 4,586 3,063 2,058 4,984 4,339 2,938 4,224 5,783 13,269 16,541

Note: Grey box shows the KOSPI trading range, and yellow shade is the Nomura target range
Source: Bloomberg Finance L.P., Nomura estimates

Fig. 4: Nomura BPS and KOSPI index range forecasts

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025F 2026F
BPS 2,204 2,213 2,451 2,496 2,632 2,656 2,656 2,804 2,877 3,108 3,677 4,393
ROE 6% 9% 9% 6% 4% 9% 8% 5% 7% 9% 19% 20%
KOSPI (P/B 0.8x) 1,764 1,771 1,961 1,997 2,106 2,125 2,125 2,244 2,301 2,486 2,941 3,515
KOSPI (P/B 0.9x) 1,984 1,992 2,206 2,246 2,369 2,390 2,390 2,524 2,589 2,797 3,309 3,954
KOSPI (P/B 1.0x) 2,204 2,213 2,451 2,496 2,632 2,656 2,656 2,804 2,877 3,108 3,677 4,393
KOSPI (P/B 1.1x) 2,425 2,435 2,696 2,746 2,895 2,921 2,921 3,085 3,164 3,419 4,044 4,833
KOSPI (P/B 1.2x) 2,645 2,656 2,942 2,995 3,158 3,187 3,187 3,365 3,452 3,729 4,412 5,272
KOSPI (P/B 1.3x) 2,866 2,877 3,187 3,245 3,422 3,452 3,452 3,646 3,740 4,040 4,780 5,711
KOSPI (P/B 1.4x) 3,086 3,099 3,432 3,494 3,685 3,718 3,718 3,926 4,027 4,351 5,147 6,151
KOSPI (P/B 1.5x) 3,307 3,320 3,677 3,744 3,948 3,984 3,984 4,207 4,315 4,662 5,515 6,590
KOSPI (P/B 1.6x) 3,527 3,541 3,922 3,994 4,211 4,249 4,249 4,487 4,602 4,973 5,882 7,029
KOSPI (P/B 1.7x) 3,748 3,763 4,167 4,243 4,474 4,515 4,515 4,767 4,890 5,283 6,250 7,469
KOSPI (P/B 1.8x) 3,968 3,984 4,412 4,493 4,737 4,780 4,780 5,048 5,178 5,594 6,618 7,908
KOSPI (P/B 1.9x) 4,188 4,205 4,658 4,742 5,001 5,046 5,046 5,328 5,465 5,905 6,985 8,347
KOSPI (P/B 2.0x) 4,409 4,427 4,903 4,992 5,264 5,311 5,311 5,609 5,753 6,216 7,353 8,787
KOSPI (P/B 2.1x) 4,629 4,648 5,148 5,241 5,627 5,577 5,577 5,889 6,041 6,527 7,721 9,226
KOSPI (P/B 2.2x) 4,850 4,869 5,393 5,491 5,790 5,842 5,842 6,170 6,328 6,837 8,088 9,665
Note: Grey box shows the KOSPI trading range, and yellow shade is the Nomura target range.
Source: Bloomberg, Nomura estimates
Fig. 5: KOSPI - earnings summary
(KRW) 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025F 2026F 2027F
ROE 6.2% 8.9% 9.4% 5.9% 3.8% 9.0% 7.8% 5.1% 7.1% 9.2% 18.6% 19.5%
KOSPI high 2,073 2,562 2,598 2,249 2,873 3,305 2,989 2,667 2,891 4,222 8,088 7,029
KOSPI low 1,817 2,015 1,996 1,910 1,458 2,839 2,155 2,219 2,417 2,294 4,309 4,393
KOSPI average 1,986 2,311 2,327 2,107 2,219 3,109 2,545 2,499 2,652 3,258 6,199 5,711
EPS 137 196 218 146 98 237 207 140 201 275 632 788
BPS 2,204 2,213 2,451 2,496 2,632 2,656 2,656 2,804 2,877 3,108 3,677 4,393
ROE 6.2% 8.9% 9.4% 5.9% 3.8% 9.0% 7.8% 5.1% 7.1% 9.2% 19% 20%
Pay out ratio 21.4% 17.1% 22.1% 39.1% 46.6% 19.2% 22.5% 35.1% 25.0% 16.0% 10.0% 9.0%
DPS 29.2 33.5 48.3 57.1 45.7 45.5 46.5 49.2 50.3 441 63.2 70.9
Dividend yield
KOSPI high 1.4% 1.3% 1.9% 2.5% 1.6% 1.4% 1.6% 1.8% 1.7% 1.0% 0.8% 1.0%
KOSPI low 1.6% 1.7% 2.4% 3.0% 3.1% 1.6% 2.2% 2.2% 2.1% 1.9% 1.5% 1.6%
KOSPI average 1.5% 1.5% 2.1% 2.7% 2.1% 1.5% 1.8% 2.0% 1.9% 1.4% 1.0% 1.2%
PER
KOSPI high 15.17 13.10 11.90 15.42 29.32 13.93 14.47 19.06 14.37 15.33 12.80 8.92
KOSPI low 13.29 10.30 9.14 13.09 14.87 11.96 10.43 15.86 12.01 8.33 6.82 5.58
KOSPI average 14.53 11.82 10.65 14.45 22.64 13.10 12.32 17.86 13.18 11.83 9.81 7.25
PBR
KOSPI high 0.94 1.16 1.06 0.90 1.09 1.24 1.13 0.95 1.01 1.36 2.20 1.60
KOSPI low 0.82 0.91 0.81 0.77 0.55 1.07 0.81 0.79 0.84 0.74 1.17 1.00
KOSPI average 0.90 1.04 0.95 0.84 0.84 1.17 0.96 0.89 0.92 1.05 1.69 1.30

Source: Bloomberg, Nomura estimates
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Fig. 6: KOSPI and 12mf P/E trend Fig. 7: KOSPI - 12mf P/B and ROE trend
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Fig. 8: Nomura vs consensus - 2025-27F net profit
Weighiing (VP
Sector Nomura est. y-y Consensus Diff Nomura est. y-y Consensus Diff Nomura est. y-y Consensus Diff 2026F 2027F 2026F 2027F
Semi 87,354  64% 87,180 0% 361,990  314% 259,089  40% 498400  38% 317,590  57% 4.9x 3.6x 73% 7%
Non-semi tech 2,240 na 2240 0% 4048 81% 4099 1% 5807  43% 4989  16% 14.5x 10.1x 1% 1%
Auto/parts 22,302  -16% 20,803 7% 26,158  17% 24,536 7% 27,076 4% 26,526 2% 8.2x 7.9x 5% 4%
Shipbuilding 7,672 18% 7,804 2% 10,359  35% 10,468  -1% 11,301 9% 12,467 -9% 19.0x 17.4x 2% 2%
Battery (1,349) na (1523)  na 902 na 668  35% 1,792 99% 3,276 -45% 169.6x 85.3x 0% 0%
Steel/metal 1,135 4% 1,086 5% 1892 67% 1917 -1% 2133 13% 2,368 -10% 16.6x 14.8x 0% 0%
Defense 2,841 -20% 2,841 0% 4360  53% 4343 0% 5683  30% 5695 0% 20.7x  22.8x 1% 1%
Telecom 2,740  31% 2,704 1% 3359  23% 3420 2% 3,383 1% 3688 8% 12.4x 12.3x 1% 1%
Nuclear 9,552 165% 9,064 5% 11,946 25% 11,126 7% 13,062 9% 12,242 7% 8.6x 7.9x 2% 2%
Power equipment 1518  58% 1472 3% 2111 39% 2175 3% 2892  37% 2831 2% 36.9x  27.0x 0% 0%
Healthcare 2,908  55% 3036 4% 3378 16% 3732 9% 3755 1% 4,264 -12% 44.9x  40.4x 1% 1%
Internet/Media 3,374 0% 3324 1% 4273 27% 4563 -6% 4713 10% 5150 9% 234x  21.2x 1% 1%
Financials 41,346 7% 41,346 0% 44,898 9% 44898 0% 46,716 4% 46,716 0% 10.7x 10.3x 9% 7%
Consumer 7,718 1% 7,718 0% 9,088  18% 9,088 0% 10,306  13% 10,306 0% 14.3x 12.6x 2% 2%
Chem (146) na (146)  na 1,153 na 1,153 0% 4,500  298% 4590 0% 80.8x  20.3x 0% 1%
Construction 3.943  55% 3943 0% 4339 10% 4339 0% 5199  20% 5199 0% 11.9x 9.9x 1% 1%
Subtotal 195147  29% 192,891 1% 494,255  153% 389,615 27% 646,809  31% 467,904 38% 7.7x 5.9x 100%  100%
Others 49,725 83% 49,725 0% 67,563 36% 67,563 0% 53,540  -21% 53,540 0%
Total 244872 37% 242,616 1% 561,817 129% 457,177 23% 700,349 25% 521,445 34% 9.2x 7.4x
EPS 275 37% 632 129% 788 25%
BPS 3,109 8% 3,677  18% 4394  20%
ROE 9.3% 18.6% 19.5%

Note: 1) For financials, consumer, chemicals and construction, earnings are based on Bloomberg consensus; 2) Weighting is calculated based on net profit of Nomura covered
stocks which differs from numbers presented on the cover page.
Source: Company data, Nomura estimates, Bloomberg Finance L.P.

Fig. 9: FY2026 EPS Indexed Fig. 10: Consensus earnings growth expectations and
valuations
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Fig. 11: Korea: Share buy back and cancellation (2018-25)
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Korea households shifting to financial assets

Fig. 12: Korea: Dividend payout trend (2022-25)
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There may be a broad reallocation of capital taking place in Korea, as policy initiatives
explicitly aim to direct household wealth from property into financial investments. Such a
reallocation may be seen through households shifting assets: (1) out of real estate (Fig.

13) and (2) overseas equities into the domestic stock market.

Fig. 13: Korea: household assets composition (%)

Category 2020 2021
A. Non-financial Assets 653 66.8 66.3
B. Financial Assets 347 332 337
Cash & Deposits 43.4 434 46.0
Financial Investment Products 251 256 222
Insurance & Pensions 309 304 311
Others 0.6 0.6 0.7

2022 2023 2024

65.2 645
348 355
46.3 463
250 240
280 289

0.7 0.8

Source: The Federation of Korean Industries, Nomura research

As shown in Fig. 14, in early 2024, investor deposits stood at ~KRW50tn but rose to
KRW80tn by Oct 2025, then to KRW86tn in Nov 2025. In Jan 2026, the figure reached
KRW106tn, as low-yield bank deposits declined and funds were reallocated to brokerage
accounts. This trend may support our view that Korean retail liquidity is increasingly
moving into equities rather than in traditional savings products. Since the start of 2026,
demand deposits at the five major banks fell by KRW22tn m-m in Jan 2026 (source:
Seoul Economic Daily, 3 Feb 2026). The simultaneous drop in low-yield bank deposits
and a rise in investor deposits may support our interpretation that Korean household

liquidity may be rotating into equities.

Fig. 14: Korea: trend in investor deposits

(KRWbn)
120,000

100,000
80,000
60,000
40,000

20,000

Source: KOFIA, Nomura research
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US stock holdings by Korean investors declined sharply in Feb 2026. According to Korea
Securities Depository (SEIBro) data (7 Feb), total US stock holdings stood at
USD161.37bn (KRW 237tn) as of 4 Feb, a decline from USD174.38bn (KRW 256tn) as of
28 Jan.

Fig. 15- 16 show Samsung Life’s DC retirement plans where participants have become
more aggressive in their asset allocation between January 2021 and February 2026. In
January 2021, about 85.2% of assets were in principal-protected products, with only 6.6%
allocated to equity-type funds. By February 2026, the share of principal-protected
products had fallen to 72.9%, while allocations to domestic equity and foreign equity
products rose to 6.8% and 8.3%, respectively, indicating that DC plan members are
taking on more risk in pursuit of higher returns.

Fig. 15: Samsung Life — Portfolio allocation Fig. 16: Samsung Life — Portfolio allocation
(DC) as of Jan 2021 (DC) as of Feb 2026

Others, 8.2% Others, 12.0%
Domestic equity
type fund, 6.6%

Foreign equity
type fund, 8.3%

Domestic equity type
fund, 6.8%

Principal protected,
Principal protected, 72.9%
85.2%

Note: DC stands for defined contribution. Note: DC stands for defined contribution.
Source: Samsung Life, Nomura research Source: Samsung Life, Nomura research
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Reality check (1): Will Commercial Act revision
really change Korea’s governance?

Corporates seek ways to “neutralize” Commercial Act revision

We have been coming across information through media sources that listed companies
may be looking for ways to circumvent the 2025/26 Commercial Act (CA) amendments (
Fig. 17; CA amendments focus on strengthening minority shareholders’ rights and
returns). Some corporates are seeking legal consultations to adopt preemptive measures
to counter such legislative changes, which may hinder corporate and capital market
reforms.

Japan had experienced a similar transitional period, with corporates/government/legal
systems being protective of external corporate activist attacks (2005-07, the cases of
Livedoor, Bull-Dog; /ink ), leading to a poison pill boom period (2007-11). But when
Japanese corporate balance sheets’ capital efficiency and management hit the worst
point during the Global Financial Crisis of 2008-09, the country came to realize the need
for change. The “Abenomics” in 2012 was a catalyst, but from 2005 onwards, Japan’s
capital market mindset was steadily and subtly changing, including: (1) 2005 new
guidelines from the Ministry of Economy, Trade, and Industry and the Ministry of Justice
stating that defense from activists must protect corporate value, and not management; (2)
Government Pension Investment Fund (GPIF) exercising the Stewardship code (2012)
and criticising low ROEs. In retrospect, from 2005 to 2022, the country had more or less
passed through a 17-year period of experimental phase, until in 2022, when the Tokyo
Stock Exchange made an inaugural “bold request” for listed companies to improve capital
efficiency.

Government monitoring, regulatory pressure is required

We regard 2016 as the first year of South Korea’s awareness of minority shareholder
value and the need for structural governance reforms. However, back then, with the
government’s power weakening and a change in the ruling party, this initiative had stalled,
but 2024 marked a new beginning with the launch of the Value Up program (Feb 2024).
Considering corporate’s pursuit of pre-emptive measures to counter the new legislative
environment, we recommend the following to regulatory bodies:

» Top-down enforcement, involving major pension funds (national pension, teachers’
military pensions) and stewardship codes. Government/ administrations to sustainably
scrutinize whether the listed corporates are implementing Commercial Act
amendments properly.

» Tax and structural incentives, including: (1) tax incentives for de-consolidation; (2)
stricter rules on circular shareholding; (3) higher disclosure requirement for intra
group transactions, and; (4) mandatory independent board ratios for large corporates.

« Treasury share cancellations to become mandatory (Bill likely up for voting during the
National Assembly in 1Q26).

« Improving listing/delisting criteria. We believe Korea regulators need to strengthen
listing maintenance quality.

Examples of how companies may circumvent CA revision

The 2026 Annual General Meeting (AGM) will be the final regular shareholders’ meeting
before key amendments to the Commercial Act are implemented in July/September 2026
(Fig. 17). In anticipation of these reforms, companies may look to adopt preemptive
measures, in our view. Collectively, these strategies may dilute the intended impact of
reforms aimed at strengthening minority shareholder representation on boards.

+ Expansion of audit committee size (relevant to #6 of Fig 17): Companies may
increase the total number of audit committee members (e.g., from 3 to 5). By doing
so, even if a shareholder-recommended candidate is elected through separate
election, the board/family owner-friendly members still maintain a majority. Note: the
separate election system was first introduced in 2020 to strengthen oversight and limit
the influence of controlling shareholders in audit committee appointments; previously
only one audit member had to be elected separately from the board, but the 2025/26
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CA revision now requires two separate members. A typical board/audit mix for large
listed companies in Korea comprises BOD 7-9 directors (outside directors over 60-
70%); audit members 3.

Staggered board terms (#5 of Fig 17): By staggering (spreading director terms over
multiple years) the expiration dates of audit committee members' terms, companies
ensure that only one seat is up for election at a time. This prevents shareholders from
using cumulative voting to concentrate their votes on multiple candidates
simultaneously.

Pre-emptive board size reduction (#5): Companies may amend their Articles of
Incorporation to reduce the maximum number of directors. A smaller board reduces
the number of seats available for election, making it mathematically challenging for
minority shareholders to secure a seat through concentrated voting.

Circumventing the 3% voting cap (#4): To bypass the 3% voting limit (which
aggregates the votes of the largest shareholder and their affiliates), companies may
move shares to friendly third-parties, use Total Return Swaps (TRS), or transfer
shares to corporate welfare foundations or employee stock ownership plans.

Classification of directors (#5): By categorising directors (e.g., separating
candidates into specific roles like 'Inside Director' vs. 'Outside Director' or different
industry expertise categories for voting purposes), companies can dilute the
concentration of cumulative votes, making it difficult for a single minority candidate to
win. Instead of minority shareholders voting for all directors together, they have to
vote within each category separately.

Fig. 17: Agendas passed/pending in National Assembly

Commercial Act

Announced Effective Date Details
Implemented  |1) Expand fiduciary duty of board members to protect interests of minority shareholders
3-Jul-25 Jan-27 2) Introduction of electronic shareholders' meetings for listed companies
Jul-26 3) Change outside directors to independent directors, should consist 1/3 of board members (from 1/4)
Jul-26 4) Limits the voting rights of the largest shareholder and related parties to 3% when electing audit committee members
25-Aug-25 Sep-26 5) Cumulative voting for the appointment of directors in major listed companies
Sep-26 6) Expand the number of audit committee members to at least two from being separately elected
Feb (est) TBC 7) Mandatory cancellation of treasury shares

- Newli aciuired treasui shares should be cancelled within 1—iear, while existini treasuri shares has irace ieriod of 18 months

Date Effective Date Details
1) Separate taxation of dividend income to:
(1) companies with dividend payout ratio >40%
2.Dec-25 Implemented (2) dividend payout‘rgtio above 25% with dividend increasing 10% y-y
(tax rate of 14% for dividends under KRW20mn, 20% for KRW20mn-300mn, 25% for KRW300mn-5bn, and 30% for amounts above
KRW5bn)
2) Increase of securities transaction tax (0% -> 0.05%) and corporate tax (max 24% -> 25%)
15-Sep-25 Implemented  |3) Threshold for capital gain tax is kept at KRW5bn
Capital Markets Act
Date Effective Date Details
1H26 (est) TBC 1) Mandatory tender offer when major shareholders sell shares in M&A

Source: Nomura research
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Fig. 18: Case study: Companies’ preemptive measures to brace for Commercial Act revision

Market cap Foreign ownership Major shareholder Details
Company (KRWbn) (%) (%)
In December 2025, Emart has announced tender offer on its subsidiary
Shinsegae Food (031440 KS, not rated) to delist the company. Tender
Tender offer below E-mart 3,055 23.7 28.9 offer price was set at 20% premium of the current price but the stock
fair value (139480 KS) ’ : :

was valued at PBR of 0.6x. This has caused opposition from minority
shareholders of Shinsegae Food
During the 2024 general shareholder meeting, JB Financial faced a
Limiting number of JB Financials 7121 345 15.0 challenge from activist fund (Align Partners). The company has
directors to be elected (175330 KS) ’ : : increased the number of Audit Committee members to five (from four)
and limited the number of directors to be elected.

In March 2025, KT&G amended their articles of incorporation to classify
KT&G directors in a way that would force cumulative voting to happen within
(033780 KS) 20,894 43.4 8.3 sub-categories rather than across the whole board
- In the event that directors are elected through cumulative voting, the

Cumulative voting by President and the other directors shall be classified into separate groups

director type

In March 2025, Coway has proposed to differentiate internal directors
Coway 6.078 570 25.8 and outside directors, and execute cumulative voting respectively.
(021240 KS) ’ : : However, the proposal was discarded as the motion to adopt cumulative
voting failed to pass.

Note: Market cap, foreign ownership data as of 20 Feb; major shareholders’ stake as of 3Q25.
Source: Korea Corporate Governance Forum, Company data, Nomura research
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Reality check (2): Korea Value Up — lessons
from Japan

Korea’s Value-Up is law driven; chaebol risks remain

Japan'’s “value-up” efforts stem from a few decades of efforts to reform corporate
governance and the capital market, driven by the TSE (Tokyo Stock Exchange) and the
FSA (Financial Services Agency). In April 2022, the TSE introduced market restructuring
measures so that listed companies maintain their responsibilities, especially through
capital efficiency management. Benchmarking Japan’s value-up initiatives, the KRX and
FSC, too, launched corporate value-up plans in Feb 2024.

However, the key difference between Korea and Japan roots in the ownership structure,
in our view. While Korea needs to address issues related to family-controlled
conglomerates (chaebol), Japan has needed to overcome issues associated with cross-
shareholdings and management prioritizing employment stability over long-term business
plans. Overall, however, Japanese corporates’ professionally managed culture (by large,
although not all) provided a foundation to be more responsive to TSE/FSA initiatives, in
our view.

Japanese regulatory bodies remain vigilant and continue to
roll out new plans

Japan’s TSE and FSA continue to launch new initiatives, while monitoring existing reform
plans. The essence of TSE’s strategy is to have listed companies publish plans linking
ROE/ROIC and cost of capital to business portfolios, cash, dividends and buybacks, and
then identify and track who has disclosed and updated. In the forthcoming revisions to the
Corporate Governance Code in 2026, key focus will likely be on the review of proper
resource allocation, including cash and deposits, human resource strategies linked to
corporate strategies, and systemic changes related to wages and compensation policies
(source: Nomura Japan Equity Strategy Team; report). The 2025 FSA Action Programme
(link ) and the upcoming 2026 Code revision emphasise the boards’ responsibility towards
efficient deployment of cash and deposits into capex, R&D, human capital and IP —
rather than leaving funds unused.

Fig. 19: Examples of initiatives by growth market-listed Fig. 20: List of examples of initiatives

companies that were well-received by investors
E Actions highlighted in this collection of examples
Document 1- : . lvestort expectations)
Appendix ) ‘ o ; : thes st e war ® t

HH H 4 TRIAL Holdings, I 1414 Retail Trads Pagel3 . L] .
Examples of Initiatives by Growth R il -
. . 2 Astroscale Holdings Inc. 1864 Services Page16 . . [ . .
Market-Listed Companies That Were
w " Received b Investors 3 TKP Corporation 479 Real Estate Page20 . L] L]
L_ e D y 4 GA technologies Co., Ltd. 91 RealEstate  Page23 . . .
isting Department | [E— e Ioformation® [pgpi . .
Tokyo Stock Exchange, Inc.
§ | CanBas Co., Ltd. 4575 Pharmaceutical Page29 . . . .
|} Information &
December 25, 2025 7 eWell Co, Ltd. S0 Page33 . . .
8 AR advanced technology, nc. ss7s [MOMIUONE Tpoppng: o . .
9 BuySell Technologies Co., Ltd. 7685 Wholesale Trade Page39 . . [ .
10 GENDA Inc. 9166 Services Pagedd . . L] .
* The examples presented in this document are provided solely for informational purposes to serve as a reference for listed 21 INFORICH INC 9338 Services Pageds . L] L]
T e Source: JPX

Source: JPX
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Fig. 21: Status of initiatives on matters like parent-subsidiary Fig. 22: Overview of initiatives

listings

Issues Past Initiatives Future Measures
,ommmmmmmmmm
Continue to encourage
consideration of the best

h of ion Discl on ion of
Minority and Group (Dec. 2023)
- Requested companies to reconsider and disclose their policies regarding
group management and the protection of minority shareholders while
taking the investor’s perspective into account

approach to parent.subsidiary
listings in terms of the parent
company’s group
management and other
factors (case studies published at

Publication of “The Investor’s Perspective on Such Matters as

Status of Initiatives on Such Matters (PRI Parent-Subsidiary Listings” (e 2025 ; ‘
R e Is Conscious of ~  Introduced the investor’s perspective and examples of specific cases of J 1
as Parent-Subsidiary Listings Minority misaligament with | JER—
Sharehold | of the percentage of '
N ] minority shareholders ||
! that voted for and 1
r againstresolutionsfor ||
Revision of the Corporate Governance Code (Jun. 2021) - directors’ \
N Bl t ~ Newlyestablished a principle regarding the appointment of one-third or ' R 1
Isting Departmen more (in the case of Prime-listed companies, a majority of) independent 1 i
directors or the establishment of a special committee ]

Tokyo Stock Exchange, Inc. 1 i
Y 9 Clarification of the Roles Expected of Independent Directors (vec. ]
January 14, 2026 — ! \
- i
Revision of the Code of Corporate Conduct (Jul. 2025) ! otherd 1

' 3. r discussion
~  Revised the Code of Corporate Conduct (procedural regulanons) regardmg ] points (e.g., post- 1
such matters as a controlling ' |
wholly-owned subsidiary i !

Source: JPX
Source: JPX
Fig. 23: 2026 policies and initiatives Fig. 24: General policies
Document 2 General Policies
NN
® In 2025, we advanced initiatives including making English disclosure (Prime Market) and IR system development

2026 Policies and Initiatives
Listing Department .
Tokyo Stock Exchange, Inc.

January 14, 2026

© 2026 Japan Exchange Group, Inc, and/or it afates

Source: JPX

mandatory, revising the code of corporate conduct concerning MBOs, and making reforms to the Growth Market
(revised continued listing criteria). Additionally, at the end of the year, we updated our case studies on
Management That is Conscious of Cost of Capital and Stock Price

Discussions have also begun on making the Standard Market more attractive and improving the
functionality of the PRO Market. Attention from companies, the media, and others has been intensifying,
especially concerning trends in the Standard Market.

While these discussions will proceed thoroughly, considering the growth of the overall Japanese economy, it
remains crucial to enhance corporate value in the Prime Market, where companies with large market caps
are listed and investor expectations are high

As the focus shifts from disclosure to implementation regarding Management That is Conscious of Cost of Capital
and Stock Price, we will work to provide the infrastructure and support necessary to accelerate corporate
initiatives and effective dialogue with investors.

® The revision of the Corporate Governance Code also focuses on redirecting management resources
toward growth investments. We aim to use this as an opportunity to further advance this initiative.

® Both companies and investors have voiced concerns about short-termism, making it crucial to reaffirm
the purpose of the request moving forward

Regarding Growth Market reforms, we will continue to enhance the environment for post-IPO and post-listing
growth, while also looking ahead to 2030 when new continued listing criteria will be implemented.

Furthermore, we will i to advance itiati to protect general and minority
shareholders, including informing investors about the conclusion of the improvement period to meet the
continued listing criteria and addressing issues surrounding parent-subsidiary listings.

Source: JPX

In the FSA’s 2025 Action Programme, the initiative requires boards to: (1) explain
concretely how they evaluate their own effectiveness, board quality matrix and succession
plans for independent directors; (2) link governance to cost of capital and listing status,
and; (3) ensure that stewardship reports show real engagement outcomes (e.g., cases

where investors pushed for higher ROE targets or opposed poor capital
use the same to assess managers and pension funds.

allocation) and

Fig. 25: Japan vs Korea : value-up policy comparison

pan value-up reforms rea Corporate Value-Up Program

Timeline Built over a decade of structural corporate and capital-market reforms
Raise ROE, improve P/B ratio below 1, unwind cross-shareholdings, and
embed cost-of-capital-conscious management

Main actors TSE, FSA

Strong “name-and-shame” and potential delisting pressure on low-PBR
companies, plus code revisions

Core objective

Enforcement style
Current impact signals Rising buybacks, governance improvements

Future initiatives

other purposes; revision of the Corporate Governance Code

Promote effective utilization of management resources for investments and Mandatory treasury share cancellation (passed Legislation and Judiciary

Launched in 2024 as a relatively new, concentrated initiative

Reduce the “Korea discount” by improving governance, transparency, and
shareholder returns for listed firms

KRX, FSC

Series of law revision to enhance corporate governance, voluntary disclosure
of plans

Increasing shareholder return, early-stage re-rating expectations, need to
monitor how companies' response to commercial act amendment

Committee on 20 Feb); further reform of Capital Markets Act

Source: Nomura research
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Korea Value-Up — next focus should be on capital efficiency
and dual listing unwinding

We believe that post CA amendment, the Korea government should step-up efforts to
improve the capital efficiency of listed companies. These companies should provide plans
on how to address low ROE, excess cash and non-core asset holdings (optimize balance
sheets) while improving shareholder returns. Also, regarding Korea’s dual listing issue —
where 18% of Korea’s market cap is considered part of “dual listing” vs Japan/Taiwan at
4%/3% each (source: Chosun Daily) — when both the opco and the holdco are listed
separately, the same underlying business is effectively valued twice by the market. In
such cases, we believe that investors impose a holding company discount as capital
allocation and governance becomes complicated and opaque. This explains why Korean
holding companies’ discount to NAV remains high at >50% vs peer markets’ 30% (but
note: Korea’s dual listing does not imply a mechanical flaw in the KOSPI construction as
the KOSPI and KOSPI 200 reflect only free-float-adjusted market cap in the indices). If
Korea is to continue its Value Up efforts, unwinding these structures should be one of the
key considerations, in our view, in order to restore clean valuation logic and gain investor
confidence in the market.

Fig. 26: Cumulative net purchases of KOSPI Fig. 27: Cumulative net purchases of Japanese equities
50 . .
(Cumulative net purchases since Oct 2012, ¥trn) /
(KRWbn) Insitutional Foreigners Individuals 40
40,000.0 30
20
30,000.0
10
20,000.0
0
10,000.0 10
20 =-—-=BOJET
= Qverseas
(10,000.0) -30  ~——Trust banks
= |ndividuals
(20,000.0) 40 e——|nvestment trusts
50 - Nonfinancial corporations
(90.000.0) 2 2 2 2 2 2 2 2 2 g g g g ¢
(40,000.0) 8 2 I 8 8 FE 8 2 3 R /R 8 3 %

Jan-22  Jul-22  Jan-23  Jul-23  Jan-24  Jul-24  Jan-25 Jul-25  Jan-26

Source: KRX, Nomura research Source: Nomura, based on TSE, OSE, and BOJ data

Fig. 28: KOSPI & KOSDAAQ - Financial analysis Fig. 29: Japanese companies — Financial analysis

40% r 8x

16% 5x
30% b 7x A /\/———
20% L 6x 12% w 4x
10% = -=t 5x
’ h.;ra\__ S—mmE N 8% 7~ 2L oo
A
0% 4 4x \/
9 i
-10% F 3x 4% 2x

20% L 2x
0% T T \ i VT T T T T T T 1%
-30% x
-40% L ox
: 91 93 95 97 99 01 03 05 07 09 1" 13 15 17 19 21 23 25F 27F -4% 0x
1990 1993 1996 1999 2002 2005 2008 2011 2014 2017 2020
Cash / Asset (LHS) === Cash / Asset (LHS) ex-SEC,SK Hynix ==—=Cash / Asset (LHS) emmmm=Net profit/ Equity (LHS) e====Debt/ Equity (RHS)
——Net Profit / Equity (LHS) === Net Profit/ Equity (LHS) ex-SEC,SK Hynix
Debt / Equity (RHS) Debt / Equity (RHS) ex-SEC,SK Hynix

Note: Data as of 1990-2023.
Source: Bloomberg Finance L.P., Nomura research

Note: Historical data (1991-2024) is includes data of KOSPI and KOSDAQ companies,
while forecasts include financial data of Nomura covered stocks.
Source: Bloomberg Finance L.P., Nomura estimates
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Fig. 30: KOSPI - market cap breakdown

Consumer Energy, 1% Communication

Staples, 2% Services, 3%
Materials,
4% Health..
Consumer :
Discretionary, 7% Information

o Technology, 43%

Financials, 11%

Industrials, 22%
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g. 31: TOPIX - market cap breakdown

Materials, 6%

Consumer
Staples, 5%

Health Care, 6%
. Industrials, 28%
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Services, 6%

Information
Technology,
13%

Consumer
Discretionary ,
16%
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Note: Data as of 20 Feb 2026 close.
Source: Bloomberg Finance L.P., Nomura research

Note: Data as of 20 Feb 2026 close.
Source: Bloomberg Finance L.P., Nomura research
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