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40Q 2019
Earnings Release

Feb 11, 2020

Disclaimer
Hanon Systems does not undertake any obligation to update or revise publicly any forward-looking statements, whether as a result of new information, future
events or otherwise. Any information expressed herein on this date is for understanding purposes before the audit, and may be subject to change without notice.
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i
| 4Q 2019: Key Financial Metrics HSO

(KRW in Billions)

4Q18 YoY %
Revenue 1,961 1,612 +21.6% 1,860 +5.4%
COGS 1,638 1,331 +23.1% 1,611 +1.7%
% of Sales 83.5% 82.5% 86.6%
SG&A (Incl R&D) 152 126 +20.4% 141 +7.4%
% of Sales 7.7% 7.8% 7.6%
EBITDA 276 227 +21.4% 210 +31.1%
Margin (%) 14.1% 14.1% 11.3%
Operating Profit 171 156 +9.9% 107 +60.0%
Margin (%) 8.7% 9.7% 5.8%
Net Income 119 90 +32.7% 76 +57.6%
Margin (%) 6.1% 5.6% 4.1%

Record High Revenue and OP on E&FP Acquisition; 4Q19 Adj-OPM 9.1% before PPA




Customer/Region Mix —

(KRW in Billions)

4Q19 Sales by Customer with E&FP

Oltgf/gs Others
21%

Others
28%

Hanon New
Systems Hanon
As Before + SUREUM  Systems

1,549 FCA 4% 1,961

GM 5%
FCA 8%

Daimler
10%

Europe
30% g
Hanon Europe New
Systems g Hanon
As Before + Systems
1,549 412 1901
Americas Americas Americas
1 Other 34% 21%
Asia 9%
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| FY 2019: Key Financial Metrics

(KRW in Billions)

Revenue

Gross Profit
Margin (%)
SG&A (Incl R&D)

% of Sales
EBITDA

Margin (%)
Operating Profit
Margin (%)

Net Income

Margin (%)

FY 2019

7,154

6,120

85.5%

550

7.7%

864

12.1%

484

6.8%

323

4.5%

FY 2018
5,938 +1,217
5,025 +1,095
84.6%
479 +72
8.1%
701 +163
11.8%
434 +50
7.3%
284 +39

4.8%
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YoY Variance

+20.5%

+21.8%

+14.9%

+23.2%

+11.5%

+13.7%

One-time M&A Costs in Non-OP are 32.0 bW in 2019; Annual Adj-OPM is 7.1% before PPA
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| 4Q 2019 Highlights Hanon

4Q19 Highlights

v' Record High Quarterly OP on E&FP acquisition; 4Q Adj-OPM is 9.1% before PPA

v' Eco-friendly/Electrified revenue increases to 15% on E&FP consolidation

v" Net-Debt decreases to 2.1 times of 2020 EBITDA guidance

Sales Breakdown (20Q19 ~ 4Q19)

By Region By Customer

/ Others

Americas
22%

* Ford: Incl. Changan Ford & Ford Otosan
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| Quarterly Sales RSO

(KRW in Billions) uSales

* 4Q19 Americas, China and Europe
revenue are up by 54%, 43% and 30%
1,061 YoY respectively on E&FP acquisition

1,904 L 860 « 4Q19 Korea revenue decreased by
’ 2% YoY after E&FP acquisition;

| Hanon Systems-as-before revenue

declined by 4% YoY in 4Q19

1,612 +  4Q19 HMG and Ford revenue
1518 decrease by 3% and flat YoY

1.449 | respectively
’ 1,424 1,420 1,429
1,373 1,387 *  4Q19 VW (+150% YoY), GM (+310%),

1339 Daimler(+310%), FCA (+130%), BMW
(+67%) increase revenue on E&FP

‘ *  4Q19 CAOEM revenue increased by
| | \ 2% YoY and will grow further on its
Shanghai production

1Q17 2Q17 3Q17 4Q17 1Q18 2Q18 3Q18 4Q18 1Q19 2Q19 3Q19 4Q19

4Q Revenue is up 22% YoY on E&FP consolidation
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I Quarterly COGS HS O

(KRW in Billions) eed COGS =@m=COGS%

» Positive factors:

v' Hanon Systems-as-before
protected profitability by
1,331 ongoing cost improvement

1,221 1,228 actions and EV growth

v' E&FP shows strong profitability
on higher portion of electrified
components and diverse
customer base

1,642 1611 1,638

1,297

1,210
' 1,176
‘ 1,157 1122 1,151

‘ ls 4 86.0% 5 904 86.3% 6.6%

3.89 .
84.203 ’ 84.8% 2 5ok 8350 * Negative factors:

"'—..TNEOB" | v Weak volume in Korea and
\ China

‘ |
1Q17 2Q17 3Q17 4Q17 1Q18 2Q18 3Q18 4Q18 1Q19 2Q19 3Q19 4Q19

4Q19 Gross profit margin is strong on seasonality
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I Quarterly SG&A HS O

(KRW in Billions) LdSG&A w=@mSG&AY%
150 152
*  4Q19 SG&A spend: 7.7% of total
141 revenue (-0.1%p YoY)
136 |
126 *  4Q19 R&D spend: 5.3% of total
120 revenue (+0.2%p YoY)
114 116 116 | 116 . .
112 | 108 * 4Q19 net income is up by 33% YoY
9.5%

o\ '
’ \ o 8:2%

7_7%’/ 9% el 7-8% e[ 7_60)7.7%
/ ~— ]

1Q17 2Q17 3Q17 4Q17 1Q18 2Q18 3Q18 4Q18 1Q19 2Q19 3Q19 4Q19

4Q OP and NP are record high in company history
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| New Business Wins Update SO

FY 2019 New Business Wins

M Re-win New win
1,994

(USD in Millions)
\\4”604 _____________ ’?""""fﬂ700 « New business wins

represents average annual
revenue (in USD million)

767

/
/
/
/
/
/
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’
/
1 /
/
’
.
/

709

* QOrders from diverse
customers account for 56%
of FY 2019 new wins

» Eco-friendly orders account
for 71% of FY 2019 new
wins

2015 2016 2017 2018 2019

Eco-

friendly 5% 35% 36% 63% 71%
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| Backlog Status Update

4Q 2019 Backlog (New Wins Only)

(USD in Millions)

& sBacklog -@=Diversified Customers =#=Eco-friendly

12,707
12,412

10,453
9,793
8,966

8,032 g nos

8,194 8,281
7,591 66%H R67%08 R 1000 F67%

7,844
7,050

69% I ” = P a
5906 | 60% 61 61% 50% 0

55%

45%
40964 §41%

soul R2700] F28%0 R2soell 1307

1Q17 2Q17 3Q17 4Q17 1Q18 2Q18 3Q18 4Q18 1Q19 2Q19 3Q19 4Q19

10

Backlog: Defined as cumulative
revenue for expected lifecycle of
awards before start of production

Orders from diverse customers
account for 64%

Eco-friendly orders account
for 67%
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I Dividend —SM0oh

4Q19 Quarterly Dividend: 80 KRW per share

Dividend per Share —e—-Payout Ratio

320 320
305
225
59.8%
56.4% 3
NS%
41.1%
FY 2016 FY 2017 FY 2018 FY 2019

* Based on adjusted net income per share of FY2019

Management considers dividends increase for shareholder value maximization
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1MFY2016 mFY2017 mFY2018 11FY2019

(KRW in Billions) 500
T
I 441
420 |
400
' 360
322 38
267
250
185 202
Capital Expenditure Depreciation R&D Expense

& Amortization
* FY2019 guidance includes EFP

CapEx is better optimized than original plan; 2020 CapEx guidance is 400 bW
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| YE 2019 Balance Sheet —Harmon

(K-IFRS / KRW in Billions, x times)

Balance Sheet Cash and Debt

Dec 2019 Dec 2018 Dec 2017 Cash Balance Dec 2019 Dec 2018 Dec 2017
Cash and cash equivalent 687 1,018 567 Net Debt 2 047 654 190
Account receivable 1,254 1,021 972 .
Net Debt Ratio 0.9x 0.3x 0.1x
Inventories 613 506 469
. Debt to Equity 1.2x 0.8x 0.4x
Property and equipment 2,130 1,551 1,262
Intangible assets 1,593 564 438 + ‘Debt’ and ‘Net Debt’ INCLUDE Lease Debt in YE2019 and YE2018
Lease assets 205 181 - (KRW 198b, KRW 177b) respectively due to the change of KIFRS 1116.
Other assets 601 515 412
Total assets 7,082 5,356 4,120
Leverage 2019 2018 2017
Account payable 1,459 1,215 1,045
Debt 2734 1,672 757 EBITDA 864 701 670
Other liabilities 552 337 286 Debt / EBITDA* 3.0x 2.4X 1.1x
Sharers’ equity 2217 2037 1979 NetDebt/EBITDA* 2.2x 0.9x 0.3x
Non-controlling 121 95 53
EBITDA*/ Net Interest Expenses 14.7x 39.7x 60.2x

Total liabilities

& shareholders’ equity 7,082 5,356 4,120

* Annualized EBITDA including Q1 performance of E&FP business

Net Debt is 2.1x on EBITDA guidance at the beginning of 2020

13



15

Guidance for 2020

(KRW in Billions)
Revenue 7,800
EBITDA 1,000

Operating Profit 535

Capital Spending 400
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Thank You

Investor Relations Team

Chungkwan Shin Jaehee Byun Jeffrey Lee
Head of IR Sr. Manager Sr. Manager
cshinl@hanonsystems.com jpyun2@hanonsystems.com cleel5@hanonsystems.com



