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Al Cooling Infrastructure
Buildout

Al cooling entering a structural upcycle: Our key takeaway from LGE's data center
cooling seminar is that rising Al rack power density is accelerating the transition
from conventional air cooling toward direct-to-chip liquid cooling. We think this
expands the cooling opportunity beyond traditional chillers inte CDUs (Coolant
Distribution Unit) and cold plates, as cooling increasingly becoming a critical part of

Al infrastructure.

LGE's edge: LGE is positioning itself as an integrated "chip-to-chiller" provider,
potentially covering cold plates, CDUs, and chillers. We see this breadth as a key
differentiator versus component-focused peers, particularly as hyperscalers require
system-level optimization and reliability. LGE said its 600kW CDU has already
received NVIDIA validation, while it said larger IMW/2 SMW/4MW products were

being planned for validation.

Execution matters: The technology and product portfolio appear increasingly
credible, in our view; the next debate is commerciazalition and execution. We believe
hyperscaler qualifications, actual project wins and LGE's ability to capture content
across multiple layers of the cooling architecture will determine whether it can

become a meaningful earnings driver.
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Stock Rating Overweight
Industry View Attractive
Price target W260,000
Up/downside to price target (%) 30
Shr price, close (Sep 3, 2026) W199,700
52-Week Range W438,000-72,800
Sh out, dil, curr (mn) 163
Mkt cap, curr (bn) W32,528
EV, curr (bn) W26,420
Avg daily trading value (bn) w216
Fiscal Year Ending 12/25 12/26e 12/27e 12/28e
EPS (W)** 5944 12,965 15096 16813
Prior EPS (W)** - - - -
EPS (W)§ 8811 12,738 15055 18315
Revenue, net (W bn) 89,201 94,969 101,070 106,930
EBITDA (W bn) 6,080 8142 8536 9154
ModelWare net inc (W 968 2,112 2459 2739
bn)

P/E 155 154 132 119
P/BV 0.6 12 1.1 1.0
RNOA (%) 98 185 158 151
ROE (%) 46 88 9.1 91
EV/EBITDA 1.5 3.3 3.1 28
Div yld (%) 18 0.9 1.2 14
FCF yId ratio (%) 72 (57 (33 (1.0)
Leverage (EOP) (%) 9.7) (7.1) (69 (8.7)

Unless otherwise noted, all metrics are based on Morgan Stanley ModelWare
framework

** = Based on consensus methodology

§ = Consensus data is provided by Refinitiv Estimates

€= Morgan Stanley Research estimates
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Valuation Methodology and Risks

LG Electronics (066570.KS)
Our PT is our base-case scenario value:

B [nthis scenario, we expect solid earnings growth led by premium appliances, HVAC and
B2B expansion, with Physical Al initiatives gradually adding to the long-term growth
narrative.

5.9% revenue CAGR in 2024-32¢

15.9% payout ratio over the same period

4 8% average operating margin for 2024-32e

Our base case value implies a valuation of 22x 2026e P/E.
Risks to Upside

® Raw material costs fall more than expected, leading to higher H&A margins.
B OLED TV market penetration is faster, with strong TV profits via high-end market share
gains from Samsung.

m | GE benefits from robust Al infrastructure spending.

Risks to Downside

B Raw material costs more than expected, leading to lower H&A margins.
B TV margins erode, caused by EM currency weakness.

® Higher LCD prices squeeze OP margins.
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and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of buy,
hold, and sell but represent recommended relative weightings (see definitions below). To satisfy regulatory requirements, we correspond Overweight, our most positive stock rating, with a
buy recommendation; we correspond Equal-weight and Not-Rated to hold and Underweight to sell recommendations, respectively.

Other Material Investment Services

Coverage Universe Investment Banking Clients (IBC) Clients (MISC)
Stock Rating % of Rating % of Total Other
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Overweight/Buy 1555 42% 450 48% 29% 767 44%
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below.
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Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant broad market benchmark, as indicated below.
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Stock Price, Price Target and Rating History (See Rating Definitions)
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LG Electronics (066570.KS) - As of 09/04/26 GMT in KRW
Industry : S. Korea Techhology
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Stock Rating History: 9-1.21 @ EAC; 14422 1 0C) 10422 3 0R} 721724 ¢ 0/17 9/15.24 1 0C; 47725 & EAC} 671325 ¢ E/D2
921725 @ EMA} 871126 1 OM

Price Target History: 7,19.21 1 1600007 10-26,21 & 1300007 14,22 1 1800007 3-18,22 1 1600007 510,22 ¢ 1500007 8,122 1 1290007
9720023 1 1230007 12220423 ¢ 1120007 1.20-25 3 1110007 47225 1 900007 115-25 1 950007 5/11.26 1 260000

Source! Morgan Stanley Research Date Format : MM DD/YY Price Target =+ No Price Target Assigned (NAD
Stock Price (Not Covered by Current Analust) Stock Price (Covered by Current Analyst ) ==
Stock and Industry Ratinas (abbreviations below) appear as ¢ Stock Rating/Industry View
Stock Ratings: Overweight (0) Equal-weight (E) Underweight (U Not-Rated (NR) No Rating Available (NA)
Industry View: Attractive (A)  In-line (I? Cautious (C) No Rating (NR?
Effective January 13, 2014, the stocks covered by Morgan Stanley Asia Pacific will be rated relative to the analyst’s industry
tor industry team’s) coverage.

Effective January 13, 2014, the industry view benchmarks for Morgan Stanley Asia Pacific are as follows: relevant HSCI country
index or MSCI sub-regional index or MECI AC Asia Pacific ex Japan Index.
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who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and strategies, and encourages investors to seek the advice of a financial adviser.
The appropriateness of an investment or strategy will depend on an investor's circumstances and objectives. The securities, instruments, or strategies discussed in Morgan Stanley Research
may not be suitable for all investors, and certain investors may not be eligible to purchase or participate in some or all of them. Morgan Stanley Research is not an offer to buy or sell or the
solicitation of an offer to buy or sell any security/instrument or to participate in any particular trading strategy. The value of and income from your investments may vary because of changes
ininterest rates, foreign exchange rates, default rates, prepayment rates, securities/instruments prices, market indexes, operational or financial conditions of companies or other factors. There
may be time limitations on the exercise of options or ather rights in securities/instruments transactions. Past performance is not necessarily a guide to future performance. Estimates of future
performance are based on assumptions that may not be realized. If provided, and unless otherwise stated, the closing price on the cover page is that of the primary exchange for the subject
company's securities/instruments.

The fixed income research analysts, strategists or economists principally responsible for the preparation of Morgan Stanley Research have received compensation based upon various factors,
including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading and capital markets profitability or revenues), client feedback and competitive
factors. Fixed Income Research analysts), strategists' or economists' compensation is not linked to investment banking or capital markets transactions performed by Morgan Stanley or the
profitability or revenues of particular trading desks.
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preparation of Morgan Stanley Research may have investments in securities/instruments or derivatives of securities/instruments of companies mentioned and may trade them in ways different
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whenweintend to discontinue equity research coverage of asubject company. Facts and views presented in Morgan Stanley Research have not been reviewed by, and may not reflect information
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Morgan Stanley Research personnel may participate in company events such as site visits and are generally prohibited from accepting payment by the company of associated expenses unless
pre-approved by authorized members of Research management.

Morgan Stanley may make investment decisions that are inconsistent with the recommendations or views in this report.

To our readers based in Taiwan or trading in Taiwan securities/instruments: Information on securities/instruments that trade in Taiwan is distributed by Margan Stanley Taiwan Limited (MSTL').
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appearance of creating a conflict of interest. Information on securitiesfinstruments that do not trade in Taiwan is far informational purposes only and is not to be construed as a recommendation
or a solicitation to trade in such securities/instruments. MSTL may not execute transactions for clients in these securities/instruments.

Certain information in Morgan Stanley Research was sourced by employees of the Shanghai Representative Office of Morgan Stanley Asia Limited for the use of Morgan Stanley Asia Limited.
Morgan Stanley is not incorporated under PRC law and the research in relation to this report is conducted outside the PRC. Morgan Stanley Research does not constitute an offer to sell or
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Japan Co, Ltd; in Hong Kong by Morgan Stanley Asia Limited (which accepts responsibility for its contents) and by Morgan Stanley Bank Asia Limited; in Singapore by Morgan Stanley Asia
(Singapore) Pte. (Registration number 1992062987) and/or Morgan Stanley Asia (Singapore) Securities Pte Ltd (Registration number 200008434H), regulated by the Monetary Authority of
Singapare (which accepts legal responsibility for its contents and should be contacted with respect to any matters arising from, or in connection with, Morgan Stanley Research) and by Margan
Stanley Bank Asia Limited, Singapore Branch (Registration number T14FCOT18)); in Australia to "wholesale clients” within the meaning of the Australian Corporations Act by Morgan Stanley
Australia Limited A.BN. 67 003 734 576, holder of Australian financial services license Na. 233742, which accepts responsibility for its contents; in Australia to “wholesale clients” and "retail
clients" within the meaning of the Australian Corporations Act by Morgan Stanley Wealth Management Australia Pty Ltd (ABN.19 009 145 555, holder of Australian financial services license
No. 240813, which accepts responsibility for its contents; in Korea by Morgan Stanley & Co International plc, Seoul Branch; in India by Morgan Stanley India Company Private Limited having
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The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (DIFC Branch), regulated by the Dubai Financial Services Authority (the DFSA)
or by Morgan Stanley & Co. International plc (ADGM Branch), regulated by the Financial Services Regulatory Authority Abu Dhabi (the FSRA), and is directed at Professional Clients only, as
defined by the DFSA or the FSRA, respectively. The financial products or financial services to which this research relates will only be made available to a customer who we are satisfied meets
the regulatory criteria of a Professional Client. A distribution of the different MS Research ratings or recommendations, in percentage terms for Investments in each sectar covered, is available
upon request from your sales representative.

The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International ple (QFC Branch), regulated by the Qatar Financial Centre Regulatory Authority
(the QFCRA), and is directed at business customers and market counterparties only and is not intended for Retail Customers as defined by the QFCRA.

As required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of investment advisory activity. Investment
advisory service Is provided exclusively to persons based on their risk and income preferences by the authorized firms. Comments and recommendations stated here are general in nature. These
opinions may not fit to your financial status, risk and return preferences. For this reason, to make an investment decision by relying solely to this information stated here may not bring about
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The following companies do business in countries which are generally subject to comprehensive sanctions programs administered or enforced by the U.S. Department of the Treasury's Office
of Foreign Assets Control ("OFACY) and by other countries and multi-national bodies: Samsung Electronics.

The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners, Third-party data providers make no warranties or representations relating
to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages relating to such data. The Global Industry Classification Standard (GICS) was
developed by and is the exclusive property of MSCl and S&P.

Morgan Stanley Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley.

Indicators and trackers referenced in Morgan Stanley Research may not be used as, or treated as, a benchmark under Regulation EU 2016/10T1, or any other similar framework.
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INDUSTRY COVERAGE: S. Korea Technology

COMPANY (TICKER) RATING (AS OF) PRICE* (09/04/2026)

Ryan Kim
Fadu Inc (440110.KQ) 0(09/21/2025) W67,300
Hanmi Semiconductor Co. Ltd. (042700.KS) E (07/22/2026) W230,000
HD Hyundai Electric Co Ltd (267260.KS) 0(03/25/2025) W714,000
Isu Petasys Co. Ltd. (007660.KS) 0 (02/03/2025) W111,100
Leeno Industrial Inc. (058470.KQ) 0 (04/03/2025) W66,600
LG Display (034220.KS) E (06/11/2025) W9,130
LG Electronics (066570.KS) 0(08/11/2026) W201,500
LG Innotek (011070.KS) 0 (08/11/2026) W562,000
Lotte Energy Materials Corp (020150.KS) U (04/03/2025) W36,850
LS Electric (010120.KS) 0 (01/22/2026) W195,300
SK Square Co Ltd. (402340.KS) 0 (05/06/2026) W1,041,000
Wonik IPS Co Ltd (240810.KQ) 0 (08/08/2025) W114,800

Shawn Kim
Samsung Electro-Mechanics (009150.KS) 0(07/31/2025) W1,401,000
Samsung Electronics (005935.KS) 0(11/18/2019) W191,600
Samsung Electronics (005930.KS) 0(11/18/2019) W255,500
SK hynix (000660.KS) 0(09/21/2025) W1,647,000

Stock Ratings are subject to change. Please see latest research for each company.

* Historical prices are not split adjusted.
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