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 First look 
We are seeing improvement in all key earnings drivers at Pusan Bank (PSB), 
where 2Q07 net earnings totalled W79bn, well ahead of our estimate of W69bn and 
consensus of W61bn. PSB again registered a sequential improvement in NIM 
(+2bps), which supported a 5.7% q-q rise in net interest income. Commission 
income jumped by 32.6% q-q. Costs remained under control, with the 2Q07 cost-to-
income ratio falling to 40.3%. 

Earnings vs our forecast ABOVE IN LINE BELOW 
Likely impact:    
   Earnings estimates UP NO CHANGE DOWN 
   Dividend estimates UP NO CHANGE DOWN 
   Recommendation UPGRADE NO CHANGE DOWNGRADE 
   Fair value UP NO CHANGE DOWN 
   Long-term view STRONGER CONFIRMED WEAKER 

 

Core earnings-driven surprise 
 PSB had a better-than-expected 2Q07 net interest margin of 

3.06% (non-cumulative, up 2bps q-q compared with our forecast 
for a flat NIM), on favourable loan re-pricing and rising market 
interest rates. Loan growth was also solid, at 8.1% q-q and            
11.0% h-h, led by strong SME lending (up 12.9% q-q). As a result, 
PSB posted healthy growth in net interest income of 5.7% q-q, 
versus our estimate of 3.5%. Net commission income rose to 
W25.6bn (+32.6% q-q), owing to healthy project financing and 
fund/bancassurance sales.   

 PSB kept SG&A expenses well in check — they rose just 1.5% q-q 
(-2.9% y-y), bringing down the cost-to-income ratio to 40.3%, from 
48.2% a year earlier. We attribute the improvement partly to the 
positive impact of restructuring in 4Q06. Credit costs remained 
modest, at W6bn in 2Q07.  

 The NPL ratio improved further, to 0.68% (-11bps q-q), while the 
NPL coverage ratio rose to 180% (+6.7pp q-q), partly owing to 
W23bn of write-offs. New NPL formations in 2Q07 (not distorted by 
NPL disposals) edged up to W14bn, from W11bn in 1Q07; but the 
new NPL formation ratio was still low, at 0.35%.    

 Given better-than-expected earnings drivers and solid earnings 
streams, our fair value is under review with an upward bias. 

Exhibit 1. PSB: 2Q07 results 

(Wbn) Actual Nomura forecast Variance
Net interest income 173 169 2.3%
Net profit 79 69 14.5%
Loan growth q-q (%) 8.1 6.0 2.1pp
Net interest margin (%) 3.06 3.04 2bps
NPL ratio (%) 0.68 0.75 -7bps

Source: Company data, Nomura International (Hong Kong) Limited, Seoul Branch 

Key financials & valuations
31 Dec (Wbn) FY05 FY06F FY07F FY08F
PPOP 322.1 335.4 411.1 464.1
Reported net profit 178.7 183.9 252.5 281.5
Normalised net profit 178.7 183.9 252.5 281.5
Normalised EPS (W) 1,218 1,254 1,721 1,919
Norm. EPS growth (%)       34.4         2.9       37.3      11.5 
Norm. P/E (x) 12.8 12.5 9.1 8.2
Price/adj. book (x) 2.00 1.80 1.67 1.55
Price/book (x) 2.00 1.80 1.67 1.55
Dividend yield (%) 2.6 2.7 3.8 4.3
ROE (%)       16.5       15.2       19.0      19.7 
ROA (%)       0.99       0.90       1.11      1.14 
Earnings revisions
Previous norm. net profit 183.9 252.5 281.5
Change from previous (%)  na  na na 
Previous norm. EPS (W) 1,254 1,721 1,919
Source: Company, Nomura estimates

Share price relative to MSCI Korea

1m 3m 6m
      15.5       11.4      34.9 
      17.1       12.9      38.0 
        8.1      (13.4)        (2.0)

Source: Company, Nomura estimates
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N O M U R A  I N T E R N A T I O N A L  ( H K )  L I M I T E D  
S E O U L  B R A N C H  

First Look is the analyst’s preliminary 
interpretation of the results 
announcement. Our recommendation 
and earnings estimates are not being 
changed in this report. Any formal 
changes to our recommendation or 
earnings estimates will be made in a 
subsequent report, which may differ 
from the preliminary views expressed in 
this report. 

F I R S T  L O O K  

2Q07 Results 

Closing price on 18 Jul W15,650

Fair value estimate W16,000
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ANALYST CERTIFICATIONS 
Each research analyst identified on page 1 hereof certifies that all of the views expressed in this report 
by such analyst accurately reflect his or her personal views about the subject securities and issuers. In 
addition, each research analyst identified on page 1 hereof hereby certifies that no part of his or her 
compensation was, is, or will be, directly or indirectly related to the specific recommendations or views 
that he or she has expressed in this research report, nor is it tied to any specific investment banking 
transactions performed by Nomura Securities International, Inc., Nomura International plc or any other 
Nomura Group company.  

 
ISSUER SPECIFIC REGULATORY DISCLOSURES 
Issuer Ticker Price 

(as at last close) 
Closing Price Date Rating    Disclosures  

Pusan Bank 005280 KS 15650.00 KRW   18 Jul 2007   Buy  

 

Previous Ratings 

Issuer Previous Rating Date of change

Pusan Bank Neutral 28 Oct 2005 
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Distribution of Nomura ratings / investment banking relationships 

    Buy (a) Neutral/Hold Sell (b)

Nomura Securities 
International, Inc. 

% of companies under coverage with 
this rating 47 40 13 

  % for which IB services (c) have been 
provided 0 0 0 

Nomura International plc % of ratings published during the 
preceding quarter 47 40 13 

  % for which material IB services (d) 
have been provided 5 0 0 

Nomura Securities Co. Ltd. % of companies under coverage with 
this rating 39 56 5 

  % for which IB services (d) have been 
provided 8 3 0 

Nomura International (Hong 
Kong) Ltd. 

% of companies under coverage with 
this rating 57 32 10 

  % for which IB services (d) have been 
provided 2 1 0 

Sources: Nomura Securities International, Inc. and Nomura International plc as of 30 June 2007. 

(a) Buy includes the rating of Strong Buy=1 and Buy=2 
(b) Sell includes the rating of Reduce=4 and Sell=5 
(c) IB services include (1) management or co-management by Nomura Securities International, Inc. of 
a public offering of the subject company's securities in the past 12 months, and/or (2) other investment 
banking services for which the firm received compensation from the subject company in the past 12 
months. 
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(d) IB services include (1) lead or co-lead management by Nomura International plc, Nomura Securities 
Co. Ltd. or Nomura International (Hong Kong) Ltd., as applicable, in the past 12 months of any publicly 
disclosed offer of the relevant company's securities or related derivatives, and/or (2) the provision by 
Nomura International plc, Nomura Securities Co. Ltd. or Nomura International (Hong Kong) Ltd., as 
applicable, of investment banking services pursuant to an agreement with the relevant company which 
has been in effect over the past 12 months and which has given rise during the same period to 
payment or the promise of payment. 

Explanation of Nomura rating system: 
Stocks: 

A rating of "1", or "Strong buy", indicates that the analyst expects the stock to outperform the 
Benchmark by 15% or more over the next six months. 
A rating of "2", or "Buy", indicates that the analyst expects the stock to outperform the Benchmark by 
5% or more but less than 15% over the next six months. 
A rating of "3", or "Neutral", indicates that the analyst expects the stock to either outperform or 
underperform the Benchmark by less than 5% over the next six months. 
A rating of "4", or "Reduce", indicates that the analyst expects the stock to underperform the 
Benchmark by 5% or more but less than 15% over the next six months. 
A rating of "5", or "Sell", indicates that the analyst expects the stock to underperform the Benchmark 
by 15% or more over the next six months. 
Stocks labelled "Not rated" or shown as "No rating" are not in Nomura's regular research coverage. 
Investors should note that additional research reports on this company may not be published by 
Nomura. 

Sectors: 

A "Bullish" stance, indicates that the analyst expects the sector to outperform the Benchmark during 
the next six months. 
A "Neutral" stance, indicates that the analyst expects the sector to perform in line with the Benchmark 
during the next six months. 
A "Bearish" stance, indicates that the analyst expects the sector to underperform the Benchmark 
during the next six months. 

Benchmarks are as follows: Japan: TOPIX; United States: S&P 500 (except as shown below); 
Europe, by sector Hardware/Semiconductors: FTSE W Europe IT Hardware; Telecoms: FTSE W 
Europe Telecom Services; Transport & Logistics: FTSE W Europe Transport (FTSE W US Cyclical 
SVS for UPS & FedEx); Auto & Components: FTSE W Europe Auto & Parts; Communications 
equipment: FTSE W Europe IT Hardware (four-company analyst coverage group for Lucent 
Technologies); Global Emerging Markets: MSCI Emerging Markets ex-Asia. 

Explanation of Nomura rating system for Asian companies under coverage 
ex Japan: 
Stocks: 

Stock recommendations are based on absolute valuation upside (downside), which is defined as (Fair 
Value Current Price) / Current Price, subject to limited management discretion. In most cases, the Fair 
Value will equal the analyst's assessment of the current intrinsic fair value of the stock using an 
appropriate valuation methodology such as Discounted Cash Flow or Multiple analysis etc. However, if 
the analyst doesn't think the market will revalue the stock over the specified time horizon due to a lack 
of events or catalysts, then the fair value may differ from the intrinsic fair value. In most cases, 
therefore, our recommendation is an assessment of the difference between current market price and 
our estimate of current intrinsic fair value. Recommendations are set with a 6-12 month horizon unless 
specified otherwise. Accordingly, within this horizon, price volatility may cause the actual upside or 
downside based on the prevailing market price to differ from the upside or downside implied by the 
recommendation. 
A "Strong Buy" recommendation indicates that upside is more than 20%. 
A "Buy" recommendation indicates that upside is between 10% and 20%. 
A "Neutral" recommendation indicates that upside or downside is less than 10%. 
A "Reduce" recommendation indicates that downside is between 10% and 20%. 
A "Sell" recommendation indicates that downside is more than 20%. 

Sectors: 

A "Bullish" rating means most stocks in the sector have (or the weighted average recommendation of 
the stocks under coverage is) a positive absolute recommendation. 
A "Neutral" rating means most stocks in the sector have (or the weighted average recommendation of 
the stocks under coverage is) a neutral absolute recommendation. 
A "Bearish" rating means most stocks in the sector have (or the weighted average recommendation of 
the stocks under coverage is) a negative absolute recommendation. 

Previous Nomura rating system for Asian companies under coverage ex 
Japan: 
Stocks: 

A rating of "1", or "Strong buy," indicates that the analyst expects the stock to outperform the 
Benchmark by 15% or more over the next six months. 
A rating of "2", or "Buy," indicates that the analyst expects the stock to outperform the Benchmark by 
5% or more but less than 15% over the next six months. 
A rating of "3", or "Neutral," indicates that the analyst expects the stock to either outperform or 
underperform the Benchmark by less than 5% over the next six months. 
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A rating of "4", or "Reduce," indicates that the analyst expects the stock to underperform the 
Benchmark by 5% or more but less than 15% over the next six months. 
A rating of "5", or "Sell," indicates that the analyst expects the stock to underperform the Benchmark by 
15% or more over the next six months. 
Stocks labelled "Not rated" or shown as "No rating" are not in Nomura's regular research coverage. 
Investors should note that additional research reports on this company may not be published by 
Nomura. 

Sectors: 

A "Bullish" stance, indicates that the analyst expects the sector to outperform the Benchmark during 
the next six months. 
A "Neutral" stance, indicates that the analyst expects the sector to perform in line with the Benchmark 
during the next six months. 
A "Bearish" stance, indicates that the analyst expects the sector to underperform the Benchmark 
during the next six months. 

Benchmarks are as follows: Asia, by region and class of stock Australia: ASX All Ordinaries Index; 
China: Hang Seng Index; Hong Kong: Hang Seng Index, Hang Seng China Affiliated Corp Index, 
Hang Seng China Enterprises Index, HK Growth Enterprises Index; Indonesia: Jakarta Composite 
Index; Korea: Korea Composite Index, Kosdaq Composite Index; Malaysia: Kuala Lumpur Comp 
Index, Kuala Lumpur 2nd Board; Singapore: STI Index; Taiwan: Weighted Index, Taiwan Gre Tai 
Securities Market Index; Thailand: Stock Exchange of Thailand. 

Three-year stock price and rating history charts of NSI-rated stocks 
For three-year daily stock-price and rating history charts of NSI-rated stocks, current as of the last 
calendar quarter and showing a distribution of investment ratings on all subject securities by rating 
category and investment banking relationship, please contact J. Funayama, US Equity Sales Desk, 
Nomura Securities International, Inc., 2 World Financial Center, Building B, New York, New York 10281, 
Telephone: 212-667-9556, E-mail: jfunayama@us.nomura.com. 

Price targets 
Price targets, if discussed, reflect in part the analyst's estimates for the company's earnings. The 
achievement of any price target may be impeded by general market and macroeconomic trends, and 
by other risks related to the company or the market, and may not occur if the company's earnings fall 
short of estimate. 

Additional conflict of interest information 
Important disclosures concerning investment banking relationships and other potential conflicts-of-
interest involving certain other companies that are mentioned in, but are not a subject company of, this 
report are available through the following website: 
http://www.nomura.com/research/Disclosures/public/main.asp. If you have difficulty with this site 
or you do not have a password, please contact your Nomura Securities International, Inc., salesperson 
(1-877-865-5752) or email researchportal@nomura.co.uk for assistance. 

Online availability of research and additional disclosures 
Nomura Japanese Equity Research is available electronically for clients in the US on NOMURA.COM, 
REUTERS, BLOOMBERG and THOMSON ONE ANALYTICS. For clients in Europe, Japan and 
elsewhere in Asia it is available on NOMURA.COM, REUTERS and BLOOMBERG. For information, 
contact your Nomura registered representative. Important disclosures required in the United States, EU 
and other jurisdictions may be accessed through the following website: 
http://www.nomura.com/research/Disclosures/public/main.asp. If you have difficulty with this site 
or you do not have a password, please contact your Nomura salesperson (for Nomura Securities 
International, Inc., 1-877-865-5752) or email researchportal@nomura.co.uk. 

DISCLAIMERS 
This publication contains material that has been prepared by the Nomura entity identified on the banner 
at the top of page 1 herein and, if applicable, with the contributions of one or more Nomura entities 
whose employees and their respective affiliations are specified on page 1 herein or elsewhere 
identified in the publication. Affiliates and subsidiaries of Nomura Holdings, Inc. (collectively, the 
"Nomura Group"), include: Nomura Securities Co., Ltd. ("NSC") and Nomura Research Institute, Ltd., 
Tokyo, Japan; Nomura International plc and Nomura Research Institute Europe, Limited, United 
Kingdom; Nomura Securities International, Inc. ("NSI") and Nomura Research Institute America, Inc., 
New York, NY; Nomura International (Hong Kong) Ltd., Hong Kong; Nomura Singapore Ltd., Singapore; 
Nomura Australia Ltd., Australia; P.T. Nomura Indonesia, Indonesia; Nomura Malaysia Sdn. Bhd., 
Malaysia; Nomura International (Hong Kong) Ltd., Taipei Branch, Taiwan; or Nomura International 
(Hong Kong) Ltd., Seoul Branch, Korea. 

This material is: (i) for your private information, and we are not soliciting any action based upon it; (ii) 
not to be construed as an offer to sell or a solicitation of an offer to buy any security in any jurisdiction 
where such offer or solicitation would be illegal; and (iii) based upon information that we consider 
reliable, but we do not represent that it is accurate or complete, and it should not be relied upon as 
such. 

Opinions expressed are current opinions as of the original publication date appearing on this material 
only and the information, including the opinions contained herein, are subject to change without notice. 
If and as applicable, NSI's investment banking relationships, investment banking and non-investment 
banking compensation and securities ownership (identified in this report as "Disclosures Required in 
the United States"), if any, are specified in disclaimers and related disclosures in this report. In addition, 
other members of the Nomura Group may from time to time perform investment banking or other 
services (including acting as advisor, manager or lender) for, or solicit investment banking or other 
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business from, companies mentioned herein. Further, the Nomura Group, and/or its officers, directors 
and employees, including persons, without limitation, involved in the preparation or issuance of this 
material may, from time to time, have long or short positions in, and buy or sell, the securities (including 
ownership by NSI, referenced above), or derivatives (including options) thereof, of companies 
mentioned herein, or related securities or derivatives. In addition, the Nomura Group, excluding NSI, 
may act as a market maker and principal, willing to buy and sell certain of the securities of companies 
mentioned herein. Further, the Nomura Group may buy and sell certain of the securities of companies 
mentioned herein, as agent for its clients. 

Investors should consider this report as only a single factor in making their investment decision and, as 
such, the report should not be viewed as identifying or suggesting all risks, direct or indirect, that may 
be associated with any investment decision. 

NSC and other non-US members of the Nomura Group (i.e., excluding NSI), their officers, directors 
and employees may, to the extent it relates to non-US issuers and is permitted by applicable law, have 
acted upon or used this material prior to, or immediately following, its publication. 

Foreign currency-denominated securities are subject to fluctuations in exchange rates that could have 
an adverse effect on the value or price of, or income derived from, the investment. In addition, 
investors in securities such as ADRs, the values of which are influenced by foreign currencies, 
effectively assume currency risk. 

The securities described herein may not have been registered under the U.S. Securities Act of 1933, 
and, in such case, may not be offered or sold in the United States or to U.S. persons unless they have 
been registered under such Act, or except in compliance with an exemption from the registration 
requirements of such Act. Unless governing law permits otherwise, you must contact a Nomura entity 
in your home jurisdiction if you want to use our services in effecting a transaction in the securities 
mentioned in this material. 

This publication has been approved for distribution in the United Kingdom and European Union by 
Nomura International plc ("NIPlc"), which is authorised and regulated by the U.K. Financial Services 
Authority ("FSA") and is a member of the London Stock Exchange. It is intended only for investors who 
are "market counterparties" or "intermediate customers" as defined by FSA, and may not, therefore, be 
redistributed to other classes of investors. This publication may be distributed in Germany via Nomura 
Bank (Deutschland) GmbH, which is authorised and regulated in Germany by the Federal Financial 
Supervisory Authority ("BaFin"). This publication has been approved by Nomura International (Hong 
Kong) Ltd. ("NIHK"), which is regulated by the Hong Kong Securities and Futures Commission, for 
distribution in Hong Kong by NIHK. Neither NIPlc nor NIHK hold an Australian financial services license 
as both are exempt from the requirement to hold this license in respect of the financial services either 
provides. This publication has also been approved for distribution in Singapore by Nomura Singapore 
Limited. NSI accepts responsibility for the contents of this material when distributed in the United 
States. 

No part of this material may be (i) copied, photocopied, or duplicated in any form, by any means, or (ii) 
redistributed without the prior written consent of the Nomura Group member identified in the banner on 
page 1 of this report. Further information on any of the securities mentioned herein may be obtained 
upon request. If this publication has been distributed by electronic transmission, such as e-mail, then 
such transmission cannot be guaranteed to be secure or error-free as information could be intercepted, 
corrupted, lost, destroyed, arrive late or incomplete, or contain viruses. The sender therefore does not 
accept liability for any errors or omissions in the contents of this publication, which may arise as a 
result of electronic transmission. If verification is required, please request a hard-copy version. 

Additional information available upon request. 
NIPlc and other Nomura Group entities manage conflicts identified through the following: their Chinese 
Wall, confidentiality and independence policies, maintenance of a Stop List and a Watch List, personal 
account dealing rules, policies and procedures for managing conflicts of interest arising from the 
allocation and pricing of securities and impartial investment research and disclosure to clients via client 
documentation. 

Disclosure information is available at the Nomura Disclosure site 
http://www.nomura.com/research/Disclosures/public/main.asp  
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