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Disclaimer 

The information contained in this presentation has not been independently verified. No representation or warranty express 
or implied is made as to, and no reliance should be placed on, the fairness, accuracy, completeness or correctness of the 
information or opinions contained herein. It is not the intention to provide, and you may not rely on this presentation as 
providing, a complete or comprehensive analysis of Lotte Shopping Co., Ltd.’s financial or trading position or prospects. 
The information and opinions in this presentation are provided as at the date of this presentation and are subject to 
change without notice. None of Lotte Shopping nor any of its respective affiliates, advisors or representatives shall have 
any liability whatsoever (in negligence or otherwise) for any loss howsoever arising from any use of this presentation.

Some of the information in this presentation may contain projections or other forward-looking statements regarding future 
events or the future financial performance of Lotte Shopping, as defined in the safe harbour provisions of the U.S. Private 
Securities Litigation Reform Act of 1995. Such forward-looking statements can be identified by the use of forward-looking 
terminology such as “anticipates”, “approximately”, “are expected to”, “believes”, “expects”,  “intends”, “may”, “seeks”, 
“should”, “will”, “will continue”, would be” or similar expressions or the negative thereof or other variations thereof or 
comparable terminology.  These forward-looking statements include all matters that are not historical facts, and actual 
results may differ materially.  Lotte Shopping undertakes no obligation to update or revise any forward-looking statements, 
whether as a result of new information, future events or otherwise.

This presentation does not constitute an offer or invitation to purchase or subscribe for any securities and no part of it shall
form the basis of or be relied upon in connection with any contract, commitment or investment decision in relation thereto. 

The shares of Lotte Shopping have not been, and will not be, registered under the U.S. Securities Act of 1933, as 
amended (the “Securities Act), or the securities laws of any state of the United States or other jurisdiction and may not be 
offered or sold within the United States, except pursuant to an exemption from, or in a transaction not subject to, the 
registration requirements of the Securities Act and any applicable state or local securities laws.

The following presentation may not be forwarded or distributed to any other person and may not be reproduced in any 
manner whatsoever.  Any forwarding, reproduction or distribution of this presentation in whole or in part is unauthorized 
and may result in a violation of the Securities Act or the applicable laws of other jurisdictions.
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2006 Earnings Forecast 
Lotte Shopping

8,838 9,331

2005 2006E

2,686
2,418

2005 2006E

738689

2005 2006E

(Unit: W bn)

Increase 5.6% Increase 11.1%

Increase 7.1%

Gross Revenue Gross Profit

Operating Profit Ordinary Profit

729

2005 2006E

Increase 25.2% 913
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2006 Earnings Forecast
Department Store

5,143 5,250

2005 2006E

1,638 1,714

2005 2006E

Revenue Gross Profit Operating Profit

606 619

2005 2006E

(Unit: W bn)

Increase 2.1%

Increase 4.6%

Increase 2.1%
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31.8%

32.6%

2005 2006E

Department Store Gross Profit Margin Department Store Operating Profit Margin

11.8% 11.8%

2005 2006E

Increase 0.8%

Stable

2006 Earnings Forecast
Department Store
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2006 Earnings Forecast 
Discount Store

2,959

3,472

2005 2006E

627

768

2005 2006E

Revenue Gross Profit Operating Profit

90
112

2005 2006E

(Unit: W bn)

Increase 17.3%

Increase 22.6%

Increase 23.6%
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21.2%

22.1%

2005 2006E

Discount Store Gross Profit Margin Discount Store Operating Profit Margin

3.0%

3.2%

2005 2006E

Increase 0.9%

Increase 0.2%

2006 Earnings Forecast 
Discount Store



9

Korea’s Economy Downturn

161
178 176
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2.7
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6.1

5.3 (%)

1Q 05 2Q 05 3Q 05 4Q 05 1Q 06 2Q 06

Source:  Bank of KoreaSource:  Bank of Korea

(US$ bn)

Real GDP Growth Reached Peak Slow Consumer Spending Growth
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Increased Competition

30
26

22

10
17

2002 2003 2004 2005 2006YTD

17% 14%

Lotte Mart E-Mart

8%

16%

Lotte Mart E-Mart

New Discount Store Opening by Big 4 Result from Competition

Overlapping Stores 

– Decrease of Sales 

Impact on Pricing

– Influence on Margins

Impact on Marketing 

– Aggressive Marketing Strategy 

2

2004-2005 
Increase 76%

Discount Store Sales Growth Comparison

2002-2003 2003-2004 2004-2005

23%

13%

Lotte Mart E-Mart
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Our Response to Challenges  

Department Store Discount Store 

Despite difficult business environment, we still have a strong 
growth potential with clear and set strategy

Focus on High Margin Business 

Continuous Expansion including 
Overseas

Enhance Scientific Marketing 
Strategy

Develop New Store Format

Enter the New Revenue Generating 
Opportunities 

Continuous Expansion 

Increase Margin by Opening Two 
New Distribution Centers 

Private Brands and Overseas 
Outsourcing

Differentiated Merchandise 
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Department Store Strategy 

Focus on High Margin Business Continuous Expansion

2 new stores to open in 2006-2007 
(total 24 stores nationwide) 

Moscow store to open in 2007

Currently talking with a joint venture 
partner in China 

Casual 
Womenswear

22.9%
(+0.2%)

Childrenswear and 
Sporting Goods

12.1%

Formal 
Womenswear

9.3%

Menswear
12.2%

(+0.1%)

Foreign Luxury 
Designer-brand

3.9%
(+0.6%)

Accessories and 
cosmetics

21.1%
(+0.4%)

Household
Goods

9.6%

Food
Products

8.9%

1H 2006 Business Mix

Mia store to open 
in 2006

Haeundae store
to open in 2007

Star City in 2008

Increase portion of higher margin 
business (i.e. cosmetics and 
apparel) 

Foreign luxury goods sales grew by 
0.6% in 1H 2006
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Department Store Strategy

CRM Based Marketing Efforts New Opportunities to Grow Revenue

Young Plaza – opens two new 
stores in 2007

Shopping mall – Sky Park shopping 
mall to open in 2010

Category Killers and Specialty 
Stores

Sky Park Shopping Mall

Secure loyal customer base through 
integrated membership program

Integrated marketing efforts across 
Lotte affiliates

Enhance CRM Data base 

Develop New Store Formats

Introduce new store formats inside 
the department store

Multi-shop

Mega-shop 
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Discount Store Strategy 

New Distribution CenterOpening of New Stores
To reach 64 stores in 2007 – 16 
stores to open in 2006-2007 

Osan center covers 80 stores – to 
open in 2007

Gimhae center covers 35 stores – to 
open in 2008

Increases through-put ratio from 
45% in 2005 to 80% in 2008

When opened, gross profit to 
increase by 1% by increasing 
revenue from commission

Osan to open in 
2007

Gimhae to open 
in 2008

35

42

52

64

2004 2005 2006E 2007E

Total Number of Stores
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Discount Store Strategy

Private Brands and Outsourcing

10% of total sales to come from 
private brands sales in 2006 and 
15% in 2007

Overseas outsourcing to increase 
from current 1.0% to 3.0% in 2007 

Brings the margin increase effect

Enhanced Merchandise Competitiveness

Focus on quality control of food 
products via contract farming

Prime private brand development –
Launch of Wiselect Prime

Offer high quality household/fashion 
products

1.0%
3.0%

6.0%

10.0%

15.0%

2003 2004 2005 2006E 2007E

Sales Portion of Private Sales Constant Store Renovation

Continue store renovations

Takes approximately 6 months to 
show a visible result 

Typical growth effect from renewal 
is 10%~20%
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Earnings Forecast - Summary

Gross Sales 8,838 9,331 5,143 5,250 2,959 3,472
(Net Sales) (8,607) (9,117) (5,025) (5,134) (2,903) (3,417)
Gross Profit 2,418 2,686 1,638 1,714 627 768 
Operating Profit 689 738 606  619 90 112
Ordinary Profit 729 913 - - - -

2005 2006E 2005 2006E 2005 2006E

Lotte Shopping Department Store Discount Store
(Unit: W bn)

Gross Profit Margin

31.8% 32.6%

21.2% 22.1%

2005 2006E 2005 2006E

Department Store Discount Store

Operating Profit Margin

11.8% 11.8%

3.0% 3.2%

2005 2006E 2005 2006E

Department Store Discount Store


