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1. Company Overview
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1-3. Production capacity

1-4. Stock information



<Plant site 1> <Plant site 2>

ÅArea: 33,333m2

ÅCapacity: 1.1mn tons/yr

ÅArea: 10,606m2

ÅPlant 2 startingfrom 2012

Company Huchems Fine Chemical Corp

Established
Sep 15, 2002

Spun off from Namhae Chemical Corp

Listed Oct 7, 2002

CEO Mr. Kenneth Han

Paid-in capital W21.3bn(as of Jul 2009)

Number of 

employees
203 (as of Jul 2009)

Key products Fine chemicals incl DNT, MNB, nitric acid

Key takeaways Offices and plants

1-1. Company profile
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1-2. Business profile

Sales breakdown Sales breakdown

Fine chemicals

78%

Basic chemicals

20%

CDM  

2%

Product 08 1H 09

Fine 

chemicals

(products)

Nitric acid 23.7% 23.2%

DNT 43.3% 38.6%

MNB - 10.5%

Ammonium nitrate 6.5% 5.7%

Basic

chemicals

(merchandise)

Ammonia 10.0% 10.0%

Urea 5.8% 3.5%

Other 9.2% 7.0%

CDM

(clean development mechanism)
1.4% 1.5%

Total (%) 100% 100%

Total sales (Wbn) 415.7 198.9

ṢMNB:started production end-Mar 2009[based on 1H09]
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1-3. Production capacity

Ammonia

Ammonium

nitrate

MNB

DNT
+ toluene

+ ammonia

+ benzene

Industrial explosive, 

anesthetic, semicon etchant

TDI

MDI

Nitric

acid

Adipic acid

640,000

42,000

166,000

150,000

Flexible polyurethane 

(transportation, furniture, paint)

Nylon66, polyurethane resin

Rigid polyurethane 

(insulation, home appliance, auto) 

Huchems products 
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1-4. Stock information

Dividends

Ownership structure
Shares outstanding 21,290,932

Face value W1,000

Market cap. W647.2bn (end-Jul 2009)

52weekhigh/low W32,050/W13,400 (end-Jul 2009)

Average trading Value 

(60Days)
W6.8bn

Yeon-Cha Park,

Taekwang Industrial,

Jeongsan CC, etc

38% NACF
10%

Treasury 
shares

4%

Foreign 
investors
4%

Domestic 

Institutional 

investors

23%

Minority 

shareholders

21%(Units: Won) 2004 2005 2006 2007 2008

EPS 716 389 711 1,328 1,953

DPS 230 180 260 490 1,000

Payout ratio 31.4% 46.3% 36.6% 36.9% 50.7%

Dividend yield 5.9% 2.4% 3.0% 2.6% 4.7% [as of end-2008]

ṢForeignownership
4%(end-2008)Ÿ 8%(end-Jul2009)
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2. Business Portfolio

2-1. Investment highlights
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2-3. Cash cow - DNT 
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2-5. New potential ïAmmonium nitrate

2-6. Green growth ïCarbon trade



2-1. Investment highlights

Point 1

Point 2

Attractive captive market

×Monopolistic position in KoreaŸ dominant in DNT, MNB, ammonium nitrate; 80% M/S in nitric acid

×Stable long-term deals with clientsŸ BASF 15 yrs, Kumho Mitsui Chem 15 yrs, Rhodia 8 yrs, KPX Fine Chem 6 yrs

×Asian polyurethane market continues to growŸ  Korea to establish global sourcing bases for polyurethane

Strong cost competitiveness and stable business model

×Largest nitric acid producer in Asia

×Strong cost competitiveness and entry barriers on vertical integration in nitric acid-related products

×Risk low as pricing formula is regularly adjusted to reflect changes in raw material prices and forex rates

Point 3

Specialization and solid financials backed by 30 yearsõ experience

×Competitive via specializationŸ high profitability per employee (sales/employee W2.1bn, OP W0.23bn)

×Margins improving thanks to business model upgrade

×Solid cash flow and high credit rating (A)
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2-2. Global competitiveness ïNitric acid

Competitiveedgethanksto in-houseproductionof

nitricacid,a rawmaterialfor manyof its products

Salesdonemainlythroughlong-termcontracts
- BASF: 15-yearcontract(2003to2018)

- Rhodia: 8-yearcontract(2008to2016)

Marginsstableassalespricelinkedto priceof ammonia

(majorrawmaterialfor nitricacid)

Globalcompetitiveness,Asiaõslargestproducer

- Nitricacidcapacityof640,000tonspa

- Economiesofscaleandglobalcompetitivenesssecured

ṘṘṘ

Nitric

acid

DNT

MNB

Ammonium nitrate

ṘṘṘ

ṘṘṘ

ṘṘṘ

Ammonia input price vs sales price

Asian producersô nitric acid capacities

[Unit: ton/ Source: SRI Consulting]

Hanhwa

SPC 

Akdeniz

Gubre

Jilin

Chemical

Sumitomo 

Chemical

Huchems

640,000

Dongbu

Hitek
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340,000
370,000

450,000

220,000

100,000 100,000

Iran Turkey China Japan Korea Korea Korea

Input price

Sales price

($/ton)



2-3. Cash cow - DNT (dinitrotoluene)

12%

8%

24%

2005 2006 2007 2008

7%

9%
-0.2%

Majorproduct,accountingfor thelargestsalesportion

- Intermediate,rawmaterialforTDI,monopolisticpositionindomesticmarket

- Stableearningsbasedonlong-termcontracts

ÅKPXFineChemical: 6-yeardeal(2008to2013),automaticallyextendedbi-yearly

ÅOCI(formerlyDCChemical): contractautomaticallyextendedbi-yearly

Reinforcingcostcompetitiveness

- Pricingformulachangedin2008: salespricetotallyadjustedtoreflectinrawmaterialprices(toluene,ammonia)

- CostreductionofW8bnannuallybyintroducingarecyclingprocessfordilutesulfuricacidin2007

DNT sales volume trends DNT sales trends

ṘṘṘ

ṘṘṘ

142,000

152,000

167,000
164,000

2005 2006 2007 2008

110

125

136

180
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2-4. New growth driver ïMNB (mononitrobenzene)

Generatinggreatervalue-addedin 2009

- StartedbuildingplantafterMNBdealswithKumhoMitsuiChemin2007Ÿ commercialproductionstartedinMar2009

- ExpansionfromnitricacidindustryintoMDI-relateddownstreambusinesses,generatinggreatervalue-added

Sales breakdown changing alongside production of MNB MNB flow

ṘṘṘ

ṘṘṘ

Nitric acid

MNB Aniline MDI

By Huchems

By Kumho Mitsui

Ammonia

Benzene

15-yearsupplycontractwithKumhoMitsuiChemprovidesstableearningsandgrowingsales

-Supplying MNB (raw material for MDI; Huchemsô annual capacity 150,000 tons) to Kumho Mitsui Chemicals

- Stable pricing formula linked to prices of raw materials (ammonia and benzene)

- Expecting sales of W2tn (annual sales of W130bn) thanks to 15-year long-term contract

[2008]                                              [1H09]                                          [2010E]
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DNT
43%

Nitric 
acid
24%N.A

7%
CDM
1%

others
25%

DNT
39%

MNB
10%

Nitric 
acid
23%

N.A
6%CDM

1%

others
21%

DNT
29%

MNB
25%

Nitric 
acid
22%

N.A
6%

CDM
1%

others
17%



2-5. New potential ïAmmonium nitrate

Export sales portion of total ammonium nitrate sales

2% 3% 17% 20%

Monopolisticsupplierin domesticmarketandexportscontinueto increase

- Exclusivesupplierofammoniumnitrate(usedinindustrialexplosives,medicalgas,fertilizers)indomesticmarket

- Earningstobestable,backedbypricingformulathatreflectsrawmaterialprices

- Annualcapacityof42,000tons,averageutilizationof114%in1H

- Exportsalesportiongrowing(2%in2006Ÿ 20%in1H09)

ṘṘṘ

Marketpotentialincrease

- DemandforindustrialexplosivessoaringinSoutheastAsia

- Demandgrowingfromglobalcoal,oreminingdevelopment

- MarketpotentialinJapanrising

- Demandfromagriculturalindustryrisingalongsidebioenergy
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2-6. Green growth ïCarbon trade 

CDM business model
AnnualsalesandOPof W6bnuntil 2012

- LaunchingCDMbusinessalliancewithCarbon(Austria)in2007

- InstallfacilitiestoreduceN2Ogasinnitricacidfactories

- CO2-equivCER(certifiedemissionreduction): 1.5mntons

- AnnualsalesandoperatingprofitofW6bnexpected

ṘṘṘ

ṘṘṘ Joint investment in KCF, leading carbon trade &    

investment fund

- Invested W1bn for 20% stake in KCF (Korean Carbon Finance), 

the first company specializing in carbon trade & investment in Korea

- Secures bridgehead for expanding CDM biz outside Korea

- Leads carbon exchange market in Korea

Post 2012

- To inherit facilities from Carbon (Austria) for free

- To receive all revenues from CER sales

1.5mn tons of 

carbon credits

Huchems  22.15%

Carbon 75.85%

UN 2%

Operate facilities

Invest and sell rights

Access and approve GHG 
emission reduction

ṘṘṘ

Carbon credit price trends

EUA 

price trends

CER 

price trends

ú27

ú22

ú17

ú12

ú7

2Q08       3Q08         4Q0           1Q09         2Q09 

[Source: Point Carbon]
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3. Performance

3-1. 1H09 earnings review

3-2. Future strategy



3-1. 1H09 earnings review

(Wbn) 1H09 1H08 Chg (%)

Sales 198.9 191.2 4%

Operating

profit
42.4 23.8 78%

Pretax 43.3 25.5 70%

Net profit 32.9 16.8 96%

1H09 review

Stablesalesof W198.9bnin 1H09

Á1H09salesgrow4%y-y toW198.9bn,despiteglobaleconomicturmoil

ÁAdditionalsalesfromnewMNBplantin1H09

ṘṘṘ

Recordhighoperatingprofit in 1H09

Á1H09operatingprofitrises78%y-y toW42.4bn...

Á...thanksto: risingsalesvolume,timelaginreflectingrawmaterialprices,andcontinuouscostreduction

ṘṘṘ

Sales and operating profit trends

Sales

Operating profit
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3-2. Future strategy

ᾂ ḅ כ Ἐ ◌ Ҽ ᴌ
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Upgrade product mix

ṘExtend vertical  integration

- Enter mid/downstream markets

- Expand product portfolio

Ṙ Increase economies of scale

- Added capacity from plant site 2

Focus on global business

Ṙ Enlarging export

Ṙ Increase global production

- Establish overseas plants

- Strategic tie-ups to localize production 

Ṙ Global sourcing for cost competitiveness

Expand new business

ṘEnvironmental business

- CDM projects

- Reducing agent for diesel cars

Ṙ Develop plasma materials

Huchemsõf u t u r e g r o w t h e n g i n e


