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 Performance 1m 3m 6m 
 Absolute (%) -6.6 -17.0 15.7
 Relative (%) -5.3 -3.2 27.6
 
 Stock Information 
 Stock code 080160 KS 
   
 Market Cap. (US$m) 191.2 
 52-week high  W31,950 
 52-week low  W7,996 
 Shares issued (m) 8.4 
 6m avg. daily vol (US$m) 1.3 

♦ High-flying 2Q06 results 
Modetour’s 2Q06 results pleasantly met our expectations. Top-line in 
2Q06 grew 45% yoy, piggybacking on a 44% jump in number of tour-
purposed travelers via Modetour. Operating profit grew over 800% and 
bottom-line increased by 30% yoy, despite weak seasonality and higher-
than-expected marketing costs in 2Q06. 
 

♦ Strong growth making good time 
Modetour has been enjoying its strong growth momentum for 1H06 YTD 
with sales, operating profit and net profit growing by 62%, 423% and 
251% yoy, respectively. Despite weak demand in June due to the World 
Cup, 1H06’s net profit accounts for 36% of our full-year forecast, while 
1H05’s net profit accounted for only 27% of the full-year net profit.   
 

♦ Better sales package 
The sales portion of overseas travel packages (higher margin than flight 
ticket sales) rose from 42% in 2Q05 to 50% in 2Q06. With this trend and 
economies of scale, Modetour’s OP margin is expected to climb to 13% 
in 2006 and 14% in 2007, up from 8% in 2005. (1H06’s OP margin stood 
at 12%). 
 

♦ Market share riding high 
Modetour has been gaining market share from smaller agencies. From 
January through May 2006, Modetour’s market share stood at 5.9%, up 
from 4.7% in 2005 and 4.1% in 2004. This trend should continue as 
larger-scale purchasing power, greater distribution network and stronger 
brand power become increasingly critical in this business.   
 

♦ W32,000 TP; maintain BUY 
Recent share price weakness provides an attractive entry point. 
Moreover, given robust growth outlook (34% sales CAGR and 49% EPS 
CAGR over the next 3 years), Modetour is still undervalued. Modetour 
should be a key beneficiary from Korea’s overseas travel market 
expansion, with favorable long-term structural trends which we believe 
should lead to a sustained re-rating of the share price. Reiterate BUY.   

 Est Free float (%) 63 
  Major Shareholders (%)  
Year end Dec 31  2004 2005 2006E 2007E 2008E  CEO J.W. Woo and directors (27.1) 
Sales (Wbn) 31.6 38.9 58.3 74.9 94.1  ESOP (10.3) 
Pre-tax profit (Wbn) 4.0 4.1 10.8 13.8 17.3  Korea ITMC (5.1) 
Net profit (Wbn) 2.9 2.9 7.8 10.0 12.5   
EPS (Won) 486.7 450.8 984.7 1,187.5 1,489.3  Key Indicators 
EPS growth (%) 189.7 (7.4) 118.4 20.6 25.4  ROE (%) 24.2 
PER (x) 44.8 48.4 22.1 18.4 14.6  ROA (%) 18.3 
EV/EBITDA (x) 56.0 48.3 16.5 11.5 8.1  Net gearing (%) -95.9 
Dividend yield (%) 0.0 0.5 0.7 0.9 1.4  BVPS (2006, Won) 6,290 
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Figure 1: Quarterly results 
(Unit: Wbn) 1Q05 2Q05 3Q05 4Q05 1Q06 2Q06 2006E Run-rate
Revenue 8.1 8.5 12.8 9.4 14.67 12.4           58.3 46%
Operating profit 0.6 0.0 2.2 0.4 3.09 0.2              7.8 42%
Recurring profit 0.7 0.4 2.4 0.6 3.39 0.5           10.8 36%
Net profit 0.5 0.3 1.7 0.4 2.44 0.4              7.8 36%
   
Quaterly contribution   
Revenue 21% 22% 33% 24%  
Operating profit 19% 1% 67% 13%  
Recurring profit 17% 10% 58% 14%  
Net profit 18% 9% 58% 15%  
   
YoY growth   
Revenue n.a. n.a. n.a. n.a. 80% 45% 
Operating profit n.a. n.a. n.a. n.a. 409% 841% 
Net profit n.a. n.a. n.a. n.a. 364% 30% 
   
Margins   
OP margin 7.4% 0.2% 16.9% 4.4% 21.1% 1.6% 
RP margin 8.6% 4.7% 18.5% 6.2% 23.1% 3.9% 
NP margin 6.5% 3.2% 13.2% 4.8% 16.6% 2.8%   
Source: Company data, Kim Eng estimates 
 
 

Figure 2: Modetour's market share on a happy ride 
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Figure 3: DCF summary 
(Wbn) 2006E 2007E 2008E 2009E 2010E 2011E 2012E 2013E 2014E 2015E
Free Cash Flow 2.0 8.6 11.3 13.8 16.5 19.0 21.2 23.1 24.6 25.5 
PV of FCF 2.0 7.8 9.2 10.3 11.1 11.6 11.7 11.5 11.1 10.4 
Sum of FCF's PV 96.6   
PV of TV 111.0            
Enterprise Value 207.7   
Other Assets 0.2   
Net (debt) or cash 48.0   
Equity Value  255.8   
No of shares ('000) 7,951   
Value per share (KRW) 32,177   
WACC 10.46%            

Cost of Equity 10.46%   
Cost of Debt 5.10%   
Beta 0.80   
Market risk premium (Rm-Rf) 6.70%   
Risk-free rate (Rf) 5.10%   
Target gearing 0.00%   
Effective tax rate 30.0%   
Debt premium 0.00%   

Terminal Value    
FCF n+1 25.7   
WACC 10.5%   
Terminal growth 1.0%   
TV 271.8   
PV of TV 111.0            

Source: Kim Eng estimates 
 
 

Figure 4: DCF sensitivity 
WACC 

8.5% 9.5% 10.5% 11.5% 12.5%
0.0%      37,638      33,798      30,717       28,194       26,093 
0.5%      38,880      34,715      31,410       28,729      26,513 
1.0%      40,288      35,740      32,177       29,315      26,970 
1.5%      41,898      36,894      33,030       29,961      27,468 
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2.0%      43,758      38,202      33,983       30,674      28,014 
Source: Kim Eng estimates 

 
 
Figure 5: Valuation comparisons  
   Target 

price Upside P/E (x) EPS growth (%) ROE (%) Dividend yield 
Company Code Rating (Won) (%) 2006E 2007E 2006E 2007E 2006E 2007E 2006E 2007E 
Hana Tour 
Service 

039130 KS Buy 90,000 29.7 27.2 20.1 56.4 35.2 52.0 48.5 1.1 1.5 

Modetour 
Network 

080160 KS Buy 32,000 46.8 22.1 18.4 118.4 20.6 24.2 18.4 0.7 0.9 

Lotte Tour 
Dev. 

032350 KS Sell 20,000 (17.2) 39.0 34.6 (5.2) 12.7 10.7 8.8 0.6 0.8 

Average 
(arithmetic) 

      29.4 24.3 56.6 22.8 29.0 25.2 0.8 1.1 

Source: Kim Eng estimates 
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Income Statement 
YE Dec (Wbn) 2004 2005 2006E 2007E 2008E
Revenue 31.6 38.9 58.3 74.9 94.1

Cost of sales n.a. n.a. n.a. n.a. n.a.
Gross Profit n.a. n.a. n.a. n.a. n.a.

SG&A 28.6 35.7 50.6 64.3 80.0
Personnel expense 10.4 12.5 16.0 20.6 25.8
General expense 17.4 21.6 30.9 39.1 48.5
Selling expense 0.8 1.6 3.7 4.6 5.7
Other expenses 0.0 0.0 0.0 0.0 0.0

Operating Profit 3.0 3.2 7.8 10.6 14.0
Net interest 0.2 0.2 2.5 2.8 3.2

Interest income 0.2 0.2 2.5 2.8 3.2
Interest expense 0.0 0.0 0.0 0.0 0.0

Net investment income/(loss) 0.0 0.0 0.0 0.0 0.0
Net other non-op. JV+Assoc. 0.0 0.0 0.5 0.3 0.0
Net extraordinaries 0.9 0.6 0.0 0.0 0.0
Pretax income 4.0 4.1 10.8 13.8 17.3
Income taxes 1.2 1.1 3.0 3.8 4.7
Minority Interest 0.0 0.0 0.0 0.0 0.0
Net profit 2.9 2.9 7.8 10.0 12.5
Normalised net profit 2.9 2.9 7.8 10.0 12.5
EBITDA 3.2 3.5 8.2 11.1 14.6
EPS(Won) 487 451 985 1,187 1,489

Source: Company data, Kim Eng estimates 

 
 
Balance sheet 
YE Dec (Wbn) 2004 2005 2006E 2007E 2008E
Total assets 11.8 26.5 59.2 70.2 83.6
Current assets 4.2 16.6 52.6 61.0 71.7
  Cash and ST investment 2.5 13.6 48.0 55.1 64.3
  Inventories 0.0 0.0 0.0 0.0 0.0
  Account Receivables 1.2 2.3 3.5 4.5 5.7
  Others 0.5 0.7 1.1 1.4 1.7
Other assets 7.7 9.9 6.7 9.2 12.0
  Net Fixed Asset 0.5 0.5 0.6 0.6 0.5
  LT investment 7.1 9.4 6.1 8.6 11.4
  Others 0.0 0.0 0.0 0.0 0.0
Total liabilities 5.9 11.9 9.2 11.9 15.4
Current liabilities 5.2 10.5 9.2 11.9 15.4
  Trade and other payables 0.0 0.0 0.0 0.0 0.0
  ST borrowings 0.0 0.0 0.0 0.0 0.0
  Others 5.2 10.5 9.2 11.9 15.4
Long-term liabilities 0.7 1.5 0.0 0.0 0.0
  Long-term debts  0.0 0.0 0.0 0.0 0.0
  Others 0.7 1.5 0.0 0.0 0.0
Shareholder's equity 6.0 14.6 50.0 58.3 68.3
  Capital Stock 1.7 2.1 4.2 4.2 4.2
  Capital Surplus 0.0 5.3 32.0 32.0 32.0
  Retained earnings 4.3 7.2 13.8 22.1 32.1
  Capital Adjustment 0.0 0.0 0.0 0.0 0.0

Source: Company data, Kim Eng estimates 
 
 

Cash flow 
YE Dec (Wbn) 2004 2005 2006E 2007E 2008E
Operating cash flow 4.5 7.8 3.2 11.4 14.2
  Net Profit 2.9 2.9 7.8 10.0 12.5
  Depreciation & amortisation 0.2 0.3 0.4 0.5 0.5
  Change in working capital 0.8 3.5 -3.6 0.9 1.1
  Others 0.6 1.1 -1.5 0.0 0.0
Investment cash flow -4.0 -7.0 2.8 -3.0 -3.3
  Capex -0.1 0.0 -0.5 -0.5 -0.5
  Change in other assets -3.9 -7.0 3.3 -2.5 -2.8
Cash flow after invt. 0.5 0.8 6.0 8.4 10.8
Financing cash flow 0.0 5.7 28.4 -1.3 -1.7
  Increase in share capital 0.0 5.7 28.8 0.0 0.0
  Net change in debt 0.0 0.0 0.0 0.0 0.0
  Change in others 0.0 0.0 -0.4 -1.3 -1.7
Net cash flow 0.5 6.5 34.4 7.1 9.2
Cash at beginning of year 4.5 7.8 3.2 11.4 14.2
Cash at end of year 2.9 2.9 7.8 10.0 12.5

Source: Company data, Kim Eng estimates 

 
 
Key ratios 
YE Dec (Wbn) 2004 2005 2006E 2007E 2008E 
Growth (% YoY)      
Sales 39.8 22.9 50.1 28.3 25.6 
OP 534.1 6.9 142.3 37.0 32.1 
EBITDA 369.2 8.7 133.8 35.6 31.1 
NP 189.7 2.5 167.1 27.4 25.4 
EPS 189.7 -7.4 118.4 20.6 25.4 
Profitability (%)      
Gross margin n.a. n.a. n.a. n.a. n.a. 
Operating margin 9.5 8.2 13.3 14.2 14.9 
EBITDA margin 10.2 9.0 14.0 14.8 15.5 
Net Profit margin 9.0 7.5 13.4 13.3 13.3 
ROA 29.2 15.3 18.3 15.4 16.3 
ROE 62.7 28.4 24.2 18.4 19.8 
Stability      
Gross debt/equity (%) 0.0 0.0 0.0 0.0 0.0 
Net debt/equity (%) -41.1 -92.9 -95.9 -94.5 -94.1 
Int. coverage (X) n.a. n.a. n.a. n.a. n.a. 
Int. & ST debt coverage (X) n.a. n.a. n.a. n.a. n.a. 
Cash flow int. coverage (X) n.a. n.a. n.a. n.a. n.a. 
Cash flow int. & ST debt (X) n.a. n.a. n.a. n.a. n.a. 
Current ratio (X) 0.8 1.6 5.7 5.1 4.7 
Quick ratio (X) 0.8 1.6 5.7 5.1 4.7 
Net debt (Wbn) -2.5 -13.6 -48.0 -55.1 -64.3 
Per share data (Won)      
EPS 487 451 985 1,187 1,489 
CFPS 765 1,198 403 1,358 1,685 
BVPS 1,019 2,248 6,290 6,941 8,130 
SPS 5,381 5,978 7,339 8,914 11,199 
EBITDA/share 549 539 1,031 1,323 1,734 
DPS 0 100 150 200 300 

Source: Company data, Kim Eng estimates 
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DISCLAIMER 
 
This research report is strictly confidential to the recipient, may not be distributed to the press or other media, and 
may not be reproduced in any form and may not be taken or transmitted into the republic of Korea.  Failure to 
comply with this restriction may constitute a violation of securities laws in the republic of Korea. By accepting this 
report, you agree to be bound by the foregoing limitations. 
 
This research report is for our clients only to whom it is specifically addressed to or is allowed access to.  If you are 
not a client and/or do not agree to be bound by the terms and disclaimers set out below, you should disregard this 
research report in its entirety and inform us that you no longer wish to receive such research reports. 
 
This report is not a solicitation or an offer to buy or sell any securities or related financial products. The information 
and commentaries are also not meant to be endorsements or offerings of any securities, options, stocks or other 
investment vehicles. The report has been prepared without regard to the individual financial circumstances, needs or 
objectives of persons who receive it.  The securities discussed in this report may not be suitable for all investors.  
The appropriateness of any particular investment or strategy whether opined on or referred to in this report or 
otherwise will depend on an investor’s individual circumstances and objectives and should be independently 
evaluated and confirmed by such investor, and, if appropriate, with his professional advisers independently before 
adoption or implementation (either as is or varied).  
 
To the extent that the reader is an accredited or professional investor or a person who is not a citizen or resident of 
Singapore or a dependent of either for the purposes of the Singapore Securities and Futures Act ("SFA") or 
Financial Advisers Act ("FAA"), Kim Eng specifically relies on the exemption from all suitability compliance 
requirements provided pursuant to regulations and guidelines to the SFA and/or the FAA. 
 
Kim Eng, its affiliate companies and/or their respective associates, directors and employees may have investments 
in securities or derivatives of securities of companies mentioned in this report, and may make investment decisions 
that are inconsistent with the views expressed in this report.  Derivatives with respect to the companies mentioned in 
this report may be issued by Kim Eng, its related companies or associated/affiliated persons. 
 
Kim Eng and its related and affiliated companies are involved in many businesses that may relate to companies 
mentioned in this report, including market making and specialized trading, risk arbitrage and other proprietary 
trading, fund management, investment services and corporate finance and we may perform or seek to perform 
broking, investment banking and other services for such companies.  
 
Except with respect the disclosures of interest made above, this report is based on current public information that we 
consider reliable but we make no representation that it is accurate or complete, and it should not be relied as such. 
 
Additional information on mentioned securities is available on request 
 
This report is being disseminated to or allowed access by our clients in their respective jurisdictions by the Kim Eng 
affiliated entity/entities operating and carrying on business as a securities dealer in that jurisdiction (collectively or 
individually, as the context requires, "Kim Eng") which has, vis-à-vis such client, approved of, and is solely 
responsible in that jurisdiction for, the contents of this publication in that jurisdiction.  This report is not directed to, or 
intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any jurisdiction 
where such distribution or use would be contrary to applicable law or regulation. 
 
Jurisdiction Specific Additional Disclaimers: Without prejudice to the foregoing, the reader is to note that additional 
disclaimers, warnings or qualifications may apply if the reader is receiving or accessing this report in or from other 
than Singapore. 
 
© 2005 Kim Eng Research Pte Ltd.  All rights reserved.  Except as specifically permitted, no part of this presentation 
may be reproduced or distributed in any manner without the prior written permission of Kim Eng Research Pte Ltd. 
Kim Eng Research Pte Ltd accepts no liability whatsoever for the actions of third parties in this respect. 
 
As of 19 July 2006, Kim Eng Research Pte. Ltd. and the covering analyst do not hold any positions in research 
security(ies). 
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