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Modetour Network

Travelling higher

We raise our target price for Modetour to W72,000 on the back of
our earnings revisions to reflect the better-than-expected 2HO07
outlook and positive effects from the potential US visa waiver. We
maintain our Buy rating.

Key forecasts

FYO5A FY0O6A FYO7F FYO8F FYO9F

Revenue (Wb) 38.9 66.4 100.6 125.8 160.8
EBITDA (Wb) 3.51 10.9 19.84 25.24 36.54
Reported net profit (Wb) 2.93 7.94 14.34 18.94 27.84A
Normalised net profit (Wb)1 2.93 7.94 14.3 18.9 27.8
Normalised EPS (W) 450.8 998.5 1704.6A 2253.44A 3314.04A
Dividend per share (W) 100.0 150.0 200.0 250.0 300.0
Dividend yield (%) 0.17 0.26 0.34 0.43 0.51
Normalised PE (x) 129.8 58.6 34.3 26.0V 17.7v
EV/EBITDA (x) 99.5 44.9 22.7 17.2 11.3
Price/book value (x) 16.8 9.90 7.84 6.15 4.65
ROIC (%) 40.7 102.6 66.0 85.0 122.8

1. Post-goodwill amortisation and pre-exceptional items year to Dec, fully diluted

Accounting Standard: Local GAAP
Source: Company data, ABN AMRO forecasts

Earnings upgraded

Modetour's share price has outperformed the Kospi by over 90% ytd, and we still see
a lot more upside potential, given the better-than-expected 2H07 outlook and the
positive longer-term effects from Korea's likely inclusion into the US visa waiver
(starting 2009). We raise our EPS forecasts for Modetour by 7% for 2007, 14% for
2008 and 41% for 2009.

Monthly trends positive for 2HO7F

The seasonally strong 3Q so far looks promising - Modetour’s July tour volumes grew
57% yoy and August bookings are already up 45% yoy. September is likely to see
the full impact of the long Chusuk holidays, with the majority of bookings to Europe
(fewer to China), which should be positive for Modetour’s profit margins. December
could see some weakness due to the upcoming presidential elections, but this is more
of a one-off event and just delays travel to the following quarter.

US visa waiver means upside potential to long-term earnings

Korea is likely to be included in the US visa waiver programme starting July 2008, as
indicated by press reports. If the preconditions (such as e-passports) are met,
Modetour's earnings may see positive impact starting 2009, from: 1) increased US
package tour demand, 2) higher profit margins on US package tours from better
bargaining power, and 3) increased South American tour demand using the US as a
transit hub.

Target price raised to W72,000

We increase our 12-month forward DCF-based target price for Modetour to W72,000
(from W47,000) to reflect our earnings revision and the rolling forward our valuation
date from 30 June 2008 to end-2008. Our target price implies 23% potential upside
from current levels. The stock is trading at a 2008 PE of 25x and P/B of 6.1x for an
ROE of 26% on our forecasts - a slight discount to Hana Tour’s 2009F PE of 17.7x.

Important disclosures and analyst certifications regarding
companies can be found in the Disclosures Appendix.

Priced at close of business 3 August 2007. Use of A ¥ indicates that the line item has changed by at least 5%.
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INVESTMENT VIEW

Ready for a long, long ride

We believe Modetour’s share price will continue to run up on stronger-than-
expected medium-term growth, which may be helped significantly by the
potential US visa waiver.

Continues to surprise on the upside

Modetour’s share price has had a strong run year to date, and we believe the uptrend
will continue, given the strong earnings outlook which appears better than we
expected. It seems Korea is likely to be accepted for the US visa waiver programme
starting July 2008, thereby bringing multiple benefits to large tour operators,
including Modetour.

The stock is at an all-time high. Average daily turnover is at its highest at over
US$2.5m. The only material risk for the stock to correct in the short term, in our
view, is a correction in the Kospi — which should present a buying opportunity.

Reasons to be more
positive: 2H07 outlook and
potential US visa waiver

Stock is at all-time high;
now is as good as ever to
buy

Chart 1 : Relative performance vs Kospi

Chart 2 : Average daily turnover
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Earnings upgraded

After the last two quarterly results, continued strong yoy growth in monthly package
tourists and subsequent outlook for 2H07, we believe it is now fair to assume
Modetour’s top line will grow faster than Hana Tour’s in the short term, and also at a
faster pace versus the sector (as Modetour takes market share from the smaller retail
tour operators). Hence, we increase our top-line growth assumptions to 52% (from
32%) for 2007 and to 25% (from 21%) for 2008. Due to operating leverage, we raise
our earnings forecasts for Modetour by 7% for 2007 and by 14% for 2008, implying
respective EPS growth of 66% and 32%.

We increase our top-line forecasts for 2009 and beyond to reflect the overall growth
in the package-tour market on the back of the potential US visa waiver (12% yoy in
2009) and Modetour’s bigger market share from consolidation to a certain extent.
The US currently contributes only 4-5% to Modetour’s volumes - this could increase
to 11-12%, the level before 9/11. This would imply about 30% top-line growth. Our
bottom-line revision is based on the likely increased profitability of Modetour from the
higher-margin US packages vs Asia.

MODETOUR NETWORK

F ABN-AMRO

6 AUGUST 2007

Better growth prospects in
2HO07, especially vs Hana
Tour

Longer-term growth
assumptions raised to
incorporate the impact of
the potential US visa waiver



INVESTMENT VIEW

Table 1 : Earnings revisions

Previous Revised % Change

2007F 2008F 2009F 2007F 2008F 2009F 2007F 2008F 2009F
Net sales (Wbn) 87.4 105.4 122.4 100.6 125.8 160.8 15% 19% 31%
Operating profit (Wbn) 17.1 21.1 24.7 18.2 24.2 35.5 7% 14% 44%
Net profit (Wbn) 13.4 16.6 19.8 14.3 18.9 27.8 7% 14% 41%
EPS (W) 1,597 1,973 2,352 1,705 2,253 3,314 7% 14% 41%
Sales growth (%) 31.6% 20.6% 16.1% 51.5% 25.1% 27.8% 19.9ppt 4.4ppt 11.7ppt
Operating margin (%) 19.6% 20.0% 20.2% 18.1% 19.2% 22.1% -1.4ppt -0.8ppt 1.9ppt
Net margin (%) 15.3% 15.7% 16.1% 14.2% 15.0% 17.3% -1.1ppt -0.7ppt 1.2ppt
EPS growth (%) 51.3% 23.6% 19.2% 65.8% 32.2% 47.1% 14.5ppt 8.6ppt 27.9ppt

Source: ABN AMRO forecasts

Monthly volume trend positive for 3Q07

According to management, the seasonally strong 3Q is likely to be much stronger
than we anticipated. July saw 57% yoy volume growth in package tours, translating
into 35-40% yoy net sales growth. The lower sales growth vs volume growth was in
part due to more tourists to China (lower ASP), but nevertheless the sales growth
was strong.

Modetour’s August bookings are already up 45% yoy, and the company expects to
achieve 59-60% yoy volume growth by the end of the month.

The biggest anticipation is on the historically weak September - management
expects 80% yoy volume growth, thanks to a long Chusuk (Korean Thanksgiving)
holiday, which falls on the last two weeks of September. In 2006, Chusuk (which was
equally long as this year) fell over end-September and early October. Not only does
management expect high volume growth, it also anticipates revenue growth will be
stronger, as most of the Chusuk bookings so far are for long-distance destinations
(mainly Europe) opposed to the lower-ASP (and hence lower margin) China.

Chart 3 : Monthly package volume growth vs sales growth
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4Q07 may present some risk to growth, given the upcoming presidential elections in
December. However, the election is a one-off event (at least for the next five years),
and we believe investors should buy into any stock weakness. In any case, a fall in
tour demand prior to/during the election may just be offset by increased demand in
the following quarter (as people delay travelling temporarily).

Even after taking into account the potential election risk, Modetour believes it can
beat its original guidance for 2007 given at the beginning of the year, with a tentative
operating profit target of W18bn (vs W17bn initially).

FABN’AMRO MODETOUR NETWORK

3Q07 outlook is good,
thanks to long Chusuk

4Q elections - not much of a
risk in the longer term, in
our view

Likely to beat guidance
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INVESTMENT VIEW

US visa waiver programme provides multiple benefits

Our earnings revision for 2009 and beyond reflects the impact from Korea’s potential
inclusion into the US visa waiver programme.

Local press reports that the preliminary bill to ease the US visa waiver programme’s
qualification criteria - raising the rejection rate threshold to 10% from the current
3% - was issued on 26 July, and is awaiting Senate, Congress and Presidential
approval. Korea seems to have a high chance of being included as its US visa
rejection rate is 3.2%. But even if Korea is finally included, there are pre-conditions
that must be met before Koreans can enter the US without a visa for 90 days - for
one, the Korean government must change all passports to include electronic data on
the traveller. The Korean government is currently working on this, and plans to have
50,000 test passports ready by December 2007. Full conversion to e-passports is
expected by April 2008.

Another precondition before tour operators feel the benefits would be increased
airline routes between the US and Korea. Increased demand would be meaningless
without an increased supply of airline seats.

Rather than a simple increase in flights (by Korean Air, which currently has exclusive
routes to many US destinations), we believe tour operators will prefer more airlines
introducing Korea-US flights. This should reduce Korean Air’s bargaining power over
the US flights and package tours, and should make package tours to South America
easier and cheaper to plan (as transit to and from the US would be easier).

These structural requirements are why Modetour’s management believes any effects
of a waiver would be reflected in its earnings starting 2009 at the earliest. If
everything goes according to the plan, we believe the company should benefit from:

= Increased US package tour demand. This is the most obvious benefit, in our
view, as more Koreans would be able to travel to the US after the visa waiver. US
tour demand for Modetour fell to 2% of total package tours after 11 September
2001 (from 6-7%), when travel restrictions were increased by the US.
Management believes US revenue contribution can increase to at least high-single-
digit in the medium term post the visa waiver. The impact on profit should be
greater since US package tours are long haul, where profit margins for Modetour
are higher vs those for short-haul trips (for which airfare is the largest component
of cost).

= Better profit margins on US package tours. Although it is difficult to quantify
at this stage, we would expect profit margins on US package tours to increase to a
certain extent as the result of lower cost (airfare and land service fees). As more
airlines provide direct routes to the US, Modetour’s bargaining power should
increase. Also, the company should be able to select from a wider range of hotels
and land service providers, which are currently picked by Korean Air.

= Increased South American tour demand. Modetour should be able to provide
relatively cheap South American tours using the US as a transit hub.

New target price of W72,000

We increase our 12-month forward three-stage DCF-based target price to W72,000
(from W47,000) to reflect our earnings revisions and the rolling forward of our
valuation date to 31 December 2008 (from 30 June 2008). Our target implies 23%
upside from current levels, at which the 2008F PE is 25x and P/B is 6.1x for a ROE
forecast of 26% (vs 24% previously). 2009F PE comes down to 17.7x.

Modetour is trading at a slight discount to Hana Tour (2008F PE of 26.7x and P/B of
6.1x for an ROE of 25% on our forecasts) for 2008.

FABN’AMRO MODETOUR NETWORK

Visa waiver deal looks
almost final...

... but increasing airline
routes will take time

Target price raised to
W72,000
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INVESTMENT VIEW

Chart 4 : ROE vs P/B for our Korean consumption
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Although we believe both Modetour and Hana Tour are exceptionally strong growth
stories in the domestic consumption sector, we prefer Modetour for its clearer
domestic growth angle, with Hana Tour aiming to be more of a global player.
Modetour’s management differs from Hana Tour’s in that it believes capital injection
into global subsidiaries will not yield substantial competitive advantages.

Risks to our investment case and target price

Downside risks to our forecasts and target prices for Modetour and Hana Tour
include: 1) a decline in outbound tourist numbers due to outbreaks of diseases; and
2) faster-than-expected market maturity (intensifying competition). We would view
the prospect of Hana Tour buying out a major competitor as an upside risk to the
stock’s target price, as this could significantly increase market share while reducing

competition.

“ABN'AMRO
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DISCLOSURES APPENDIX

Recommendation structure

Absolute performance, short term (trading) recommendation: A Trading Buy recommendation implies upside of 5% or more and a Trading Sell indicates downside
of 5% or more. The trading recommendation time horizon is 0-60 days. For Australian coverage, a Trading Buy recommendation implies upside of 5% or more
from the suggested entry price range, and a Trading Sell recommendation implies downside of 5% or more from the suggested entry price range. The trading
recommendation time horizon is 0-60 days.

Absolute performance, long term (fundamental) recommendation: The recommendation is based on implied upside/downside for the stock from the target price. A
Buy/Sell implies upside/downside of 10% or more and a Hold less than 10%. For listed property trusts (LPT) or real estate investment trusts (REIT) the
recommendation is based upon the target price plus the dividend yield, ie total return. A Buy implies a total return of 10% or more, a Hold 5-10% and a Sell less
than 5%. This structure applies to research on Asian and European stocks published from 1 November 2005; on Australian stocks from 7 November 2006; on
continental European small and mid cap stocks from 23 November 2006; and on Brazilian stocks from 18 June 2007. For UK small caps a Buy/Sell implies
upside/downside of 10% or more, an Add/Reduce 5-10% and a Hold less than 5%.

Performance parameters and horizon: Given the volatility of share prices and our pre-disposition not to change recommendations frequently, these performance
parameters should be interpreted flexibly. Performance in this context only reflects capital appreciation and the horizon is 12 months.

Sector relative to market: The sector view relative to the market is the responsibility of the strategy team. Overweight/Underweight implies upside/downside of
10% or more and Neutral implies less than 10% upside/downside.

Target price: The target price is the level the stock should currently trade at if the market were to accept the analyst's view of the stock and if the necessary
catalysts were in place to effect this change in perception within the performance horizon. In this way, therefore, the target price abstracts from the need to take a
view on the market or sector. If it is felt that the catalysts are not fully in place to effect a re-rating of the stock to its warranted value, the target price will differ
from 'fair' value.

Asset allocation: The asset allocation is the responsibility of the economics team. The recommended weight (Over, Neutral and Under) for equities, cash and bonds
is based on a number of metrics and does not relate to a particular size change in one variable.

Stock borrowing rating: The stock borrowing rating is the subjective view and responsibility of the ABN AMRO equity finance team: Easy implies ready availability.
Moderate implies some availability. Hard implies availability is tight. Impossible implies no availability.

Distribution of recommendations

The tables below show the distribution of ABN AMRO's recommendations (both long term and trading). The first column displays the distribution of
recommendations globally and the second column shows the distribution for the region. Numbers in brackets show the percentage for each category where ABN
AMRO has an investment banking relationship.

Long Term recommendations (as at 06 Aug 2007) Trading recommendations (as at 06 Aug 2007)
Global total (IB%) Asia Pacific total Global total (IB%) Asia Pacific total
(IB%) (IB%)
Buy 625 (20) 372 (2) Trading Buy 18 (11) 14 (0)
Add 23 (57) 1(0)
Hold 479 (18) 282 (4)
Reduce 1(0) 0 (0)
Sell 110 (5) 75 (0) Trading Sell 0 (0) 0 (0)
Total (IB%) 1238 (19) 730 (3) Total (IB%) 18 (11) 14 (0)

Valuation and risks to target price

Modetour Network (RIC: 080160.KQ, Rec: Buy, CP: W58500.00, TP: W72000.00): Risks to our forecasts and DCF-based target price include: 1) a
decrease in outbound tourist numbers due to outbreaks of diseases; and, 2) slower-than-expected growth in the number of tourists handled each month due to a
faster-than-expected increase in competition.

Hana Tour Service (RIC: 039130.KQ, Rec: Hold, CP: W91700.00, TP: W67000.00): Downside risks to our forecasts and DCF-based target price for Hana
Tour include: 1) a decrease in outbound tourist numbers due to outbreaks of disease; and 2) faster-than-expected market maturity (intensifying competition). The
buyout of a major competitor is an upside risk; this would significantly increase market share while reducing competition.

Modetour Network

Stock performance, recommendations and coverage (as at 5 Aug 2007) Trading recommendation
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Gina Kim, CFA started covering this stock on 10 Nov 05
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Hana Tour Service

Stock performance, recommendations and coverage (as at 5 Aug 2007) Trading recommendation
102300 history (as at 06 Aug 2007)
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Regulatory disclosures

Subject companies: 080160.KQ, 039130.KQ
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DISCLOSURES APPENDIX

Global disclaimer

© Copyright 2007 ABN AMRO Bank N.V. and affiliated companies ("ABN AMRO"). All rights reserved.

This material was prepared by the ABN AMRO affiliate named on the cover or inside cover page. It is provided for informational purposes only and does not
constitute an offer to sell or a solicitation to buy any security or other financial instrument. While based on information believed to be reliable, no guarantee is
given that it is accurate or complete. While we endeavour to update on a reasonable basis the information and opinions contained herein, there may be regulatory,
compliance or other reasons that prevent us from doing so. The opinions, forecasts, assumptions, estimates, derived valuations and target price(s) contained in
this material are as of the date indicated and are subject to change at any time without prior notice. The investments referred to may not be suitable for the
specific investment objectives, financial situation or individual needs of recipients and should not be relied upon in substitution for the exercise of independent
judgement. The stated price of any securities mentioned herein is as of the date indicated and is not a representation that any transaction can be effected at this
price. Neither ABN AMRO nor other persons shall be liable for any direct, indirect, special, incidental, consequential, punitive or exemplary damages, including lost
profits arising in any way from the information contained in this material. This material is for the use of intended recipients only and the contents may not be
reproduced, redistributed, or copied in whole or in part for any purpose without ABN AMRO's prior express consent. In any jurisdiction in which distribution to
private/retail customers would require registration or licensing of the distributor which the distributor does not currently have, this document is intended solely for
distribution to professional and institutional investors.

Australia: Any report referring to equity securities is distributed in Australia by ABN AMRO Equities Australia Ltd (ABN 84 002 768 701, AFS Licence 240530), a
participant of the ASX Group. Any report referring to fixed income securities is distributed in Australia by ABN AMRO Bank NV (Australia Branch) (ABN 84 079 478
612, AFS Licence 238266). Australian investors should note that this document was prepared for wholesale investors only.

Canada: The securities mentioned in this material are available only in accordance with applicable securities laws and may not be eligible for sale in all
jurisdictions. Persons in Canada requiring further information should contact ABN AMRO Incorporated.

Denmark: ABN AMRO Bank N.V. is authorised and regulated in the Netherlands by De Nederlandsche Bank. In addition, ABN AMRO Bank N.V., Copenhagen Branch
is subject to local supervision by Finanstilsynet, the Danish Financial Supervisory Authority. ABN AMRO has adopted rules to ensure the integrity and independence
of research analysts and the research function, as well as to identify, manage, avoid or make public actual or potential conflicts of interest relating to analysts or
ABN AMRO. All analysts located in Denmark follow the recommendations from the Danish Securities Dealers Association.

Finland: ABN AMRO Bank N.V. is authorised and regulated in the Netherlands by De Nederlandsche Bank. In addition, ABN AMRO Bank N.V., Helsinki Branch is
subject to local supervision by Rahoitustarkastus, the Finnish Financial Supervision Authority. ABN AMRO has adopted rules to ensure the integrity and
independence of research analysts and the research function, as well as to identify, manage, avoid or make public actual or potential conflicts of interest relating to
analysts or ABN AMRO.

Hong Kong: This document is being distributed in Hong Kong by, and is attributable to, ABN AMRO Asia Limited which is regulated by the Securities and Futures
Commission of Hong Kong.

India: Shares traded on stock exchanges within the Republic of India may only be purchased by different categories of resident Indian investors, Foreign
Institutional Investors registered with The Securities and Exchange Board of India ("SEBI") or individuals of Indian national origin resident outside India called Non
Resident Indians ("NRIs") and Overseas Corporate Bodies ("OCBs"), predominantly owned by such persons or Persons of Indian Origin (PIO). Any recipient of this
document wanting additional information or to effect any transaction in Indian securities or financial instrument mentioned herein must do so by contacting a
representative of ABN AMRO Asia Equities (India) Limited.

Italy: Persons in Italy requiring further information should contact ABN AMRO Bank N.V. Milan Branch.
Japan: This report is being distributed in Japan by ABN AMRO Securities Japan Ltd to institutional investors only.
Malaysia: ABN AMRO research, except for economics and FX research, is not for distribution or transmission into Malaysia.

New Zealand: This document is distributed in New Zealand to institutional investors by ABN AMRO Securities NZ Limited, an NZX accredited firm, and to retail
investors by ABN AMRO Craigs Limited, an NZX accredited firm. ABN AMRO Craigs Limited and/or its partners and employees may, from time to time, have a
financial interest in respect of some or all of the matters discussed.

Russia: The Russian securities market is associated with several substantial risks, legal, economic and political, and high volatility. There is a relatively high
measure of legal uncertainty concerning rights, duties and legal remedies in the Russian Federation. Russian laws and regulations governing investments in
securities markets may not be sufficiently developed or may be subject to inconsistent or arbitrary interpretation or application. Russian securities are often not
issued in physical form and registration of ownership may not be subject to a centralised system. Registration of ownership of certain types of securities may not
be subject to standardised procedures and may even be effected on an ad hoc basis. The value of investments in Russian securities may be affected by fluctuations
in available currency rates and exchange control regulations.

Singapore: Any report referring to equity securities is distributed in Singapore by ABN AMRO Asia Securities (Singapore) Pte Limited (RCB Regn No. 198703346M)
to clients who fall within the description of persons in Regulation 49 of the Securities and Futures (Licensing and Conduct of Business) Regulations and Regulations
34 and 35 of the Financial Advisers Regulations. Any report referring to non-equity securities is distributed in Singapore by ABN AMRO Bank NV (Singapore Branch)
Limited to clients who fall within the description of persons in Regulations 34 and 35 of the Financial Advisers Regulations. Investors should note that this material
was prepared for accredited investors only. Recipients who do not fall within the description of persons under Regulation 49 of the Securities and Futures
(Licensing and Conduct of Business) Regulations or Regulations 34 and 35 of the Financial Advisers Regulations should seek the advice of their independent
financial advisor prior to taking any investment decision based on this document or for any necessary explanation of its contents.

Sweden: ABN AMRO Bank N.V. is authorised and regulated in the Netherlands by De Nederlandsche Bank. In addition, ABN AMRO Bank N.V., Stockholm Branch is
subject to local supervision by the Swedish Financial Supervisory Authority. ABN AMRO has adopted rules to ensure the integrity and independence of research
analysts and the research function, as well as to identify, manage, avoid or make public actual or potential conflict of interests relating to analysts or ABN AMRO.

Thailand: Pursuant to an agreement with Asia Plus Securities Public Company Limited (APS), reports on Thai securities published out of Thailand are prepared by
APS but distributed outside Thailand by ABN AMRO Bank NV and affiliated companies. Responsibility for the views and accuracy expressed in such documents
belongs to APS.

United Kingdom: All research is distributed by ABN AMRO Bank NV, London Branch, which is authorised by De Nederlandsche Bank and by the Financial Services
Authority; and regulated by the Financial Services Authority for the conduct of UK business. The investments and services contained herein are not available to
private customers in the United Kingdom.

United States: Except for any documents relating to foreign exchange, FX or global FX, distribution of this document in the United States or to US persons is
intended to be solely to major institutional investors as defined in Rule 15a-6(a)(2) under the US Securities Act of 1934. All US persons that receive this document
by their acceptance thereof represent and agree that they are a major institutional investor and understand the risks involved in executing transactions in
securities. Any US recipient of this document wanting additional information or to effect any transaction in any security or financial instrument mentioned herein,
must do so by contacting a registered representative of ABN AMRO Incorporated, Park Avenue Plaza, 55 East 52nd Street, New York, N.Y. 10055, US, tel + 1 212
409 1000, fax +1 212 409 5222.

- Material means all research information contained in any form including but not limited to hard copy, electronic form, presentations, e-mail, SMS or WAP.

The research analyst or analysts responsible for the content of this research report certify that: (1) the views expressed and attributed to the research analyst or
analysts in the research report accurately reflect their personal opinion(s) about the subject securities and issuers and/or other subject matter as appropriate; and,
(2) no part of his or her compensation was, is or will be directly or indirectly related to the specific recommendations or views contained in this research report.
On a general basis, the efficacy of recommendations is a factor in the performance appraisals of analysts.

For a discussion of the valuation methodologies used to derive our price targets and the risks that could impede their achievement, please refer to our latest
published research on those stocks at www.abnamroresearch.com.

Disclosures regarding companies covered by ABN AMRO group can be found on ABN AMRO's research website at www.abnamroresearch.com.
ABN AMRO's policy on managing research conflicts of interest can be found at https://www.abnamroresearch.com/Disclosure/Disclosure.AspX?MI=5.
Should you require additional information please contact the relevant ABN AMRO research team or the author(s) of this report.
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MODETOUR NETWORK: KEY FINANCIAL DATA

Income statement

Wb FYO5A FYO6A FYO7F FYOS8F FYO9F
Revenue 38.9 66.4 100.6 125.8 160.8
Cost of sales 0.00 0.00 0.00 0.00 0.00
Operating costs -35.4 -55.5 -80.8 -100.6 -124.2
EBITDA 3.51 10.9 19.8 25.2 36.5
DDA & Impairment (ex gw) -0.31 -1.11 -1.55 -1.00 -1.08
EBITA 3.20 9.75 18.2 24.2 35.5
Goodwill (amort/impaired) n/a n/a n/a n/a n/a
EBIT 3.20 9.75 18.2 24.2 35.5
Net interest 0.24 0.72 1.06 1.43 2.15
Associates (pre-tax) 0.00 0.00 0.00 0.00 0.00
Forex gain / (loss) n/a n/a n/a n/a n/a
Exceptionals (pre-tax) n/a n/a n/a n/a n/a
Other pre-tax items 0.62 0.66 1.01 1.26 1.61
Reported PTP 4.05 11.1 20.3 26.8 39.2
Taxation -1.12 -3.20 -5.99 -7.92 -11.4
Minority interests n/a n/a n/a n/a n/a
Exceptionals (post-tax) n/a n/a n/a n/a n/a
Other post-tax items 0.00 0.00 0.00 0.00 0.00
Reported net profit 2.93 7.94 14.3 18.9 27.8
Normalised Items Excl. GW 0.00 0.00 0.00 0.00 0.00
Normalised net profit 2.93 7.94 14.3 18.9 27.8
Source: Company data, ABN AMRO forecasts year to Dec
Balance sheet

Wb FYO5A FYO6A FYO7F FYOS8F FYO9F
Cash & market secs (1) 13.6 36.4 51.8 70.8 100.6
Other current assets 3.07 11.5 18.6 23.7 29.2
Tangible fixed assets 0.51 3.07 1.92 1.32 0.64
Intang assets (incl gw) 0.00 0.00 0.00 0.00 0.00
Oth non-curr assets 9.39 14.4 14.4 14.4 14.4
Total assets 26.5 65.5 86.7 110.2 144.8
Short term debt (2) 0.00 0.00 0.00 0.00 0.00
Trade & oth current liab 4.64 7.35 11.7 15.0 20.2
Long term debt (3) 0.00 0.00 0.00 0.00 0.00
Oth non-current liab 7.29 8.49 12.3 15.3 19.0
Total liabilities 11.9 15.8 24.0 30.3 39.2
Total equity (incl min) 14.6 49.6 62.7 79.9 105.7
Total liab & sh equity 26.5 65.5 86.7 110.2 144.8
Net debt (2+3-1) -7.77 -30.1 -42.6 -59.4 -86.6
Source: Company data, ABN AMRO forecasts year ended Dec
Cash flow statement

Wb FYO5A FYO6A FYO7F FYOS8F FYO9F
EBITDA 3.51 10.9 19.8 25.2 36.5
Change in working capital 0.64 -7.35 -4.49 -3.33 -2.92
Net interest (pd) / rec 0.24 0.72 1.05 1.38 1.93
Taxes paid -1.12 -3.20 -5.61 -6.94 -8.07
Other oper cash items 0.45 2.24 2.85 2.65 4.29
Cash flow from ops (1) 3.72 3.28 13.6 18.9 31.8
Capex (2) -0.37 -3.67 -0.40 -0.40 -0.40
Disposals/(acquisitions) -0.16 -5.00 0.00 0.00 0.00
Other investing cash flow -2.08 0.00 0.00 0.00 0.00
Cash flow from invest (3) -2.62 -8.67 -0.40 -0.40 -0.40
Incr / (decr) in equity 5.69 27.2 0.00 0.00 0.00
Incr / (decr) in debt 1.60 0.68 0.96 0.86 0.98
Ordinary dividend paid 0.00 -0.42 -1.26 -1.68 -2.10
Preferred dividends (4) n/a n/a n/a n/a n/a
Other financing cash flow 2.72 0.52 2.87 2.16 2.64
Cash flow from fin (5) 10.0 28.0 2.56 1.34 1.52
Forex & disc ops (6) n/a n/a n/a n/a n/a
Inc/(decr) cash (1+3+5+6) 11.1 22.6 15.8 19.9 32.9
Equity FCF (1+2+4) 3.34 -0.39 13.2 18.5 31.4

Lines in bold can be derived from the immediately preceding lines.

Source: Company data, ABN AMRO forecasts
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MODETOUR NETWORK: PERFORMANCE AND VALUATION

Standard ratios Modetour Hana Tour Service Korea aggregate
Performance FYO5A FYO6A FYO7F FYO8F FYOOF FYO7F FYO8F FYO9F 2007 2008 2009
Sales growth (%) 229 70.8 51,5 25.1 27.8 38.8 24.6 18.7 4.68 4.64 5.28
EBITDA growth (%) 8.65 209.9 823 27.1 45.2 46.6 30.1 15.5 8.46 8.70 8.36
EBIT growth (%) 6.93 204.9 87.1 324 46.8 40.0 26.8 20.0 9.70 11.1 8.79
Normalised EPS growth (%) -7.39 121.5 70.7 32.2 47.1 25.1 24.1 20.3 n/a n/a n/a
EBITDA margin (%) 9.02 16.4 19.7 20.0 22.7 20.6 21.5 20.9 18.1 18.8 21.1
EBIT margin (%) 8.23 14.7 18.1 19.2 22.1 18.5 18.8 19.0 11.1 11.8 13.3
Net profit margin (%) 7.54 12.0 14.2 15.0 17.3 14.8 14.8 15.0 10.3 10.8 11.5
Return on avg assets (%) 12.1 151 169 17.3 19.7 15.5 15.6 15.3 3.53 3.47 3.20
Return on avg equity (%) 28.4 24.7 255 26.5 30.0 24.7 25.3 25.1 15.1 14.8 14.3
ROIC (%) 40.7 102.6 66.0 85.0 122.8 79.0 50.4 64.8 13.5 13.7 15.0
ROIC - WACC (%) 30.3 92.2 556 74.7 112.4 68.7 40.0 54.4 n/a n/a n/a
year to Dec year to Dec year to Dec
Valuation
EV/sales (x) 8.98 7.34 4.46 3.43 2.57 4.43 3.46 2.93 1.01 0.94 0.84
EV/EBITDA (x) 99.5 449 22.7 17.2 11.3 21.5 16.1 14.0 6.12 5.46 4.77
EV/EBITDA @ tgt price (x) 131.9 55.3 28.4 21.7 14.4 15.4 11.5 9.97 n/m n/m n/m
EV/EBIT (x) 109.1 50.0 24.6 17.9 11.7 24.0 18.4 15.4 10.8 9.27 8.03
EV/invested capital (x) 51.0 25.0 224 21.1 21.7 13.7 14.3 15.2 1.67 1.52 1.47
Price/book value (x) 16.8 9.90 7.84 6.15 4.65 7.07 5.82 4.79 n/a n/a n/a
Equity FCF yield (%) 0.88 -0.08 2.69 3.77 6.38 -0.50 4.19 4.91 3.46 4.55 6.62
Normalised PE (x) 129.8 58.6 34.3 26.0 17.7 31.3 25.2 21.0 n/a n/a n/a
Norm PE @tgt price (x) 159.7 72.1 42.2 32.0 21.7 22.9 18.4 15.3 n/a n/a n/a
Dividend yield (%) 0.17 0.26 0.34 0.43 0.51 0.93 1.09 1.20 1.86 2.11 2.54
year to Dec year to Dec year to Dec
Per share data FYO5A FYO6A FYO7F FYOS8F FYOOF Solvency FYO5A FYO6A FYO7F FYO8F FYO9F
Tot adj dil sh, ave (b) 0.01 0.01 0.01 0.01 0.01 Net debt to equity (%) -53.2 -60.7 -68.0 -74.4 -81.9
Reported EPS (KRW) 450.8 998.5 1704.6 2253.4 3314.0 Net debt to tot ass (%) -29.3 -46.0 -49.2 -53.9 -59.8
Normalised EPS (KRW) 450.8 998.5 1704.6 2253.4 3314.0 Net debt to EBITDA -2.22 -2.77 -2.15 -2.36 -2.37
Dividend per share (KRW) 100.0 150.0 200.0 250.0 300.0 Current ratio (x) 3.59 6.53 6.01 6.32 6.42
Equity FCF per share (KRW) 514.0 -49.51571.7 2205.2 3733.5 Operating CF int cov (x) -19.6 -7.98 -17.4 -17.7 -19.6
Book value per sh (KRW) 3480.2 5907.0 7461.5 9514.912579.0 Dividend cover (x) 6.98 6.30 8.52 9.01 11.0
year to Dec year to Dec

Priced as follows: 080160.KQ - W58500.00; 039130.KQ - W91700.00
Source: Company data, ABN AMRO forecasts

MODETOUR NETWORK: VALUATION METHODOLOGY

Economic Profit Valuation W bn % Discounted Cash Flow Valuation W bn %
Adjusted Opening Invested Capital 16.1 2 Value of Phase 1: Explicit (2008 to 2011) 75.2 11
NPV of Economic Profit During Explicit Period 70.9 10 Value of Phase 2: Value Driver (2012 to 2029) 488.3 72
NPV of Econ Profit of Remaining Business (1, 2) 378.0 56 Value of Phase 3: Fade (2030 to 2047) 112.0 17
NPV of Econ Profit of Net Inv (Grth Business) (1, 3) 211.6 31 Terminal Value 1.2 0
Enterprise Value 676.6 100 Enterprise Value 676.6 100
Plus: Other Assets 59.4 9 FCF Grth Rate at end of Phs 1 implied by DCF Valuation 6.0
Less: Minorities 0.0 0 FCF Grth Rate at end of Phs 1 implied by Current Price 10.4
Less: Net Debt (as at 31 Dec 2008) 0.0 0
Equity Value 604.6 89 Returns, WACC and NPV of Free Cash Flow
No. Shares (millions) 8.4 450% -
Per Share Equity Value 71978.67 400% -
Current Share Price 58500.00 3509%
300% 4
Sensitivity Table No of Years in Fade Period 250% 4
15 18 20 23 25 200% 4
7.0% 103555.62 107058.36 109187.94 111763.94 113172.33
] 8.0% 91667.71 94296.56 95878.17 97789.72 98834.11 0|
‘;‘ 9.0% 81709.07 83689.99 84869.87 86294.69 87072.62 100% 1
10.0% 73317.00 74815.56 75699.60 76766.28 77348.28 50% A
11.0% 66204.07 67342.12 68007.35 68809.36 69246.65 0% +==5 o
8 2 ¥ 5 8 8 %8 3B B & F ¥ &
o o o o o o o o o o o o o o
Performance Summary Phase 2 Avg DA
2008 2009 2010 (2012 - 2029) mm Phase 1 NPV of FCF (RHS) EESS Phase 2 NPV of FCF (RHS)
Invested Capital Growth (%) 3.2 -9.3 4.3 5.1 =——1Phase 3 NPV of FCF (RHS) =====Total Business ROIC
Operating Margin (%) 19.2 22.1 22.0 27.3 — WACC
Capital Turnover (x) 8.5 10.5 13.5 20.5

Source: ABN AMRO forecasts

1. In periods following the Explicit Period i.e. Phase 2 and Phase 3

2. Remaining Business is defined as Capital as at the end of Phase 1 and capex = depreciation thereafter
3. Net Investment is defined as capex over and above depreciation after Phase 1
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Strategic & competitive overview

Modetour Network

Company description Buy

Price relative to country

Modetour is a wholesale tour operator that provides outbound package tours and airline tickets to
retail travel agencies at a mark-up, made possible by bulk purchasing from suppliers. Package tours
account for roughly 50% of net sales. The company was the first wholesale tour operator to be
established in Korea, in 1989 and the second to go public, in July 2005. Modetour is second in
terms of market share, handling 4% of Korea's outbound tourists per annum, following the market
leader, Hana Tour.

Strategic analysis Average SWOT company score: 3

Jul Oct Dec Mar May Jul Oct Dec Mar May Aug
05 05 05 06 06 06 06 06 07 07 07

Shareholder breakdown

Strengths 4
Modetour has the scale advantage, which is important in the tour operator market for bargaining
power with suppliers. The company is the second-largest tour operator in Korea.

Weaknesses 2
The company falls behind the market leader, Hana Tour, on brand equity, which is an important
determinant of scale.

Opportunities 4
The market for outbound tours is increasing, with increased leisure time from the five-day
work/school week and a rapidly ageing population.

Threats 3
Competition is intense, with high returns on investment and no entry barriers apart from scale.
Increased competition is likely to reduce returns when the market matures.

Scoring range is 1-5 (high score is good)

Cceo
Others 11%

46% Management
16%

ESOP
10%

Treasury Foreign
16%

Source: Company
Market data

Headquarters

188-3 Euljiro-1-ga, Jung-gu, Seoul,
South Korea

Website

www.modetour.co.kr

Shares in issue

8.4m

Freefloat

54%

Majority shareholders

Jong-ung Woo (13%), Seong-geun Hong
(8%), Ki-chung Hong (5%)

Country view Overweight

Country rel to Asia Pacific

We move Korea back to Overweight given the strong signs of an improving domestic economy.
Retail sales have rebounded and consumer sentiment indices seem to have bottomed following
greater clarity on the mortgage regulation changes. Moreover, inflationary pressure and house price
increases have eased, reinforcing our view that Bank of Korea should sit pat on rates in the coming
months. We encourage investors to relook at the consumer and banking sectors.

The country view is set in consultation with the relevant company analyst but is the ultimate responsibility of the Strategy Team.

Competitive position Average competitive score: 3-

150 1

140 4
130 4
120 4
110 4
100 o

90 —
Aug Nov Mar Jul Oct Feb May Aug Dec Apr Jul
04 04 05 05 05 06 06 06 06 07 07

Broker recommendations

Supplier power 3-
High. The global-tour-operator market is highly fragmented. Suppliers can request prepayment for
purchases (airline tickets, hotel reservations) and can choose operators that guarantee volume.
Barriers to entry 2+
Low. Scale is the only significant barrier to entry. Scale is increased as brand equity is enhanced.
Marketing and promotion activities build brand equity.

Customer power 3-
High. The tour-operator market is highly fragmented. Customers have a wide choice, which is
normally determined by the price, services and credibility of the tour operator.

Substitute products 2-
Widely available. The range of leisure activities is broadening as Korea's population ages and leisure
time increases.

Rivalry 3+
High. Competition is intense as the barriers to entry are low. The market is seeing consolidation as
more smaller retail agencies partner with wholesale agencies like Modetour.

Scoring range 1-5 (high score is good) Plus = getting better Minus = getting worse
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Buy

Hold Sell

Source: Bloomberg

6 AUGUST 2007



