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Forecasts and Valuation  
  
F Y Dec (KRW bn) 2013A 2014F 2015F 2016F
Operating Revenue 143 167 177 197
EBITDA 21 26 30 34
Pre-tax Profit 23 28 33 36
Net Profit 18 21 25 27
Net Pft (Pre Ex.) 18 21 25 27
Adjusted Net Pft (Pre Ex.)* 16 20 25 28
EPS (KRW) 1,456 1,747 2,024 2,243
Diluted EPS (KRW) 1,456 1,747 2,024 2,243
EPS Gth (%) 3.2 20.0 15.9 10.8
Adjusted EPS (KRW) 1,317 1,608 2,008 2,291
DPS (KRW) 450 550 600 700
BV Per Share (KRW) 7,360 7,984 8,701 10,368
PE (X) 16.9 14.1 12.2 11.0
Adjusted PE (X) 18.7 15.3 12.3 10.7
P/Cash Flow (X) 18.1 11.9 9.8 8.4
EV/EBITDA (X) 12.7 10.0 8.1 6.8
Net Div Yield (%) 1.8 2.2 2.4 2.8
P/Book Value (X) 3.3 3.1 2.8 2.4
Net debt (cash) (35) (42) (56) (74)
ROAE (%) 20.7 22.8 24.3 23.5
Earnings Rev (%) (4.1) 4.2 6.1
Consensus EPS (KRW) 1,623 1,870 2,118
No. of brokers following B:18 S:0 H:3

 * Adjusted net profit = [Reported net profit + (net) equity Income x 
(1-effective tax rate)] = IFRS Consolidated net profit. 
ICB Industry: Consumer Services 
ICB Sector: Travel & Leisure 
Principal Business: Travel & Tourism 
Source of all data: Company, DBS Bank, Bloomberg Finance L.P 

 
 

 

Beneficiary of strong KRW 
 
 Sound fundamentals with multiple growth drivers 

 Improving growth prospects from 2Q14 

 Maintain BUY; raised TP to KRW35,000   

Solid revenue growth ahead. Despite flat y-o-y growth in the 
number of outbound travel customers, we expect the company to 
see a 17% increase in FY14 operating revenue to KRW167bn (IFRS 
parent). This would be led by higher ASP (KRW1.0m per package; + 
4% y-o-y; increasing share of EU-bound travel packages) and a 
stronger KRW. 

Strong KRW to drive growth. All things being equal, a stronger 
KRW will be positive for Modetour – especially for outbound travel 
packages (accounting for c.85% of its total profit) – as it would 
have to pay less (KRW) for overseas services. For outbound travel 
packages, Korean wholesale travel services operators typically book 
c.16% of customer receipts (mostly in KRW) as operating revenues, 
52% is spent on air fares (mostly in KRW) and 32% on overseas 
ground services (e.g. hotel accommodation; mostly in US$). But if 
the exchange rate hovers at KRW1,000:1USD, overseas ground 
service expenses would be about 30% of the price of its travel 
packages. This means the company would book up to 18% of 
receipts as operating revenues instead of 16%, and could rise if the 
won strengthened further. 

Margin expansion on track. We expect operating margin to 
improve by 1.0 ppt y-o-y to 14.8% in FY14. This would be driven 
by (i) company-specific cost-saving measures (i.e. full 
implementation of performance-based payout system for its 
employees and franchise agents), (ii) a low base last year, (iii) a 
larger share of higher-margin LCC package products, and (iv) a 
stronger KRW. 

Maintain BUY, raised TP to KRW35,000. We raise FY15F/16F 
consolidated net profit by 4%/6% to KRW25bn/KRW28bn after 
imputing a stronger-than-expected KRW – although the impact was 
partly offset by slower-than-expected turnaround of its inbound 
business. In addition, we rolled over our valuation base to blended 
FY14F/15F earnings (from FY14F). These led to a higher TP of 
KRW35,000 (from KRW31,000). Reiterate our BUY call. 
 

At A Glance  
Issued Capital (m shrs) 13
Mkt Cap (KRWbn/US$m) 310 / 306
Major Shareholders (%)
   J ong-Woong Woo 17.93
   Shinhan BNP Paribas Asset Mgmt 6.86
   National Pension Serv ice 6.45
F ree F loat (%) 68.76
Avg Daily  V olume (m shrs) 0.1

DBS Group Research. Equity  11 July 2014 

Regional Company Focus 

Modetour Networks 
Bloomberg: 080160 KS Equity  |  Reuters: 080160.KS  Refer to important disclosures at the end of this report 
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1. Modetour: Earnings trends and forecasts (IFRS parent) 

K RW (bn) 2Q13 1Q14 2Q14E 2012 2013 2014E 2015E 2016E

Operat ing Rev enue 30 40 34 133 143 167 177 197

   Package sales 26 34 29 113 124 146 154 172

   Air ticket sales 2 2 2 12 10 10 11 13

   Others 2 3 3 8 10 12 12 13

SG & A 28 34 31 112 123 142 148 165

Operat ing prof it 2 5 3 21 20 25 29 32

   Operating margin % 6.0 12.8 9.5 15.9 13.8 14.8 16.4 16.4

Non operating profit 1 2 0 1 3 3 4 4

Pretax  prof it 2 7 3 22 23 28 33 36

Net  prof it 2 6 3 17 18 21 25 27

Net margin % 6.4 14.5 7.6 13.0 12.5 12.8 14.0 13.9

   y -o-y  growth % -17.8 20.6 34.5 30.2 3.2 20.0 15.9 10.8

K ey  assumpt ions

Total travellers (000) 3,177         3,610          3,390          12,550       13,525        14,451       15,342       16,246       

Mode Tour customers (000) 306            368             359             1,312         1,336          1,590         1,872         2,128         

M/S (%) 9.6 10.2 10.6 10.5 9.9 11.0 12.2 13.1

Trust charge 280             325             311             2,189          1,237          1,363          1,498          1,633          
 

Source: Company, DBS Bank 
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2. Korea: Outbound & Inbound travel demand 
 

3. Korea: No. of outbound travellers & total outbound 
travel expenses  
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Source: Korea Tourism Organisation, Bank of Korea Source: Korea Tourism Organisation, Bank of Korea 

 

4. Korea: Entertainment & cultural activities spending as a 
% of consumer spending 

5. Korea: No. of outbound travellers vs. entertainment & 
cultural activities expenses as a % of consumer spending 
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6. Korea: No. of LCC passengers (international flights only)
 

7. Korea: Total LCC fleet (passenger only) for domestic  
operators 
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Source: Ministry of Land, Infrastructure, and Transport, Company  Source: Ministry of Land, Infrastructure, and Transport, Company 

 

8. Korea: LCC market share trends (passenger only) for 
domestic operators 

9. Korea: No. of international flights (passenger only) 
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10. Korea: Korea Air & Asiana Airline’s ASK trends 
(passenger only) 

11. Modetour: Korea: No. of outbound travellers vs. 
KRW:US$ trends  
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Source: Ministry of Land, Infrastructure, and Transport, Company, 
DBS Bank 

Source: Korea Tourism Organisation , Bloomberg Finance L.P, DBS Bank 

 

 
12. Modetour: Market share trends 

13. Modetour: LCC product offerings as a % of total 
package sales volume vs. OPM trends 
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14. Korea: Wholesale travel agents’ operating revenue structure for outbound business 

Package A ir t icket  sales A ir t ick et  sales 
KRW bn T rav el (t radit ional) (New)

A. Total money received from customers 100.0 100.0 100.0

B. Wholesale agency commission 16.0 9.0

   Commission rate (B/A, %) 16.0 9.0
C. Agency commission to retailers 6.5 6.0

   Commission rate (C/A, %) 6.5 6.0

D. Operating revenue (B-C)** 9.5 3.0 2.0***  

Source: Company, DBS Bank. 

Note: (New) Indicates earnings structure after airlines introduced zero commission schemes. **Operating revenue = accounting gross profit in 
most industries. *** Currently, over 90% comes from volume incentives paid by airline companies. 

 

15. PE band chart 

 

16. PB band chart 
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Income Statement (KRW bn) 

 

Margin Trends  

F Y Dec 2012A 2013A 2014F 2015F 2016F
Operat ing Rev enue 133 143 167 177 197
SG&A (112) (123) (142) (148) (165)
Operat ing Prof it 21 20 25 29 32
Other Non Opg (Exp)/Inc 0 0 0 0 0
Associates & JV  Inc 0 0 0 0 0
Financial (Exp)/Inc 1 3 3 4 4
Exceptional Gain/(Loss) -          1          -          -          -          
Pre- tax Prof it 22 23 28 33 36
Tax (5) (5) (7) (8) (9)
Minority  Interest 0 1 0 0 1
Net  Prof it 17 18 21 25 27
Net Profit before Except. 17 18 21 25 27

EBITDA 22 21 26 30 34
Sales Gth (%) 9.7 7.6 16.9 6.2 11.3
EBITDA Gth (%) 30.5 (5.4) 24.0 16.5 10.8
Opg Profit Gth (%) 32.0 (6.8) 25.4 17.4 11.3
Effective Tax Rate (%) 23.1 22.7 24.0 24.0 24.0  
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Source: Company, DBS Bank  

Balance Sheet (KRW bn) 

 

Asset Breakdown  

F Y Dec 2012A 2013A 2014F 2015F 2016F
Total F ixed Assets 35         37         40         33         35         
Invts in Assocs & JVs 16         19         23         24         26         
Other LT Assets 19         18         17         9           9           
Cash & Equivalents 40         35         42         56         74         
Accounts receivables 23         20         30         32         36         
Other Current Assets 45         55         52         53         54         
Total A sset s 143    147    163    173    200    

ST Debt -            -            -            -            -            
Trade payables 28         31         36         36         40         
Other Current Liab 23         21         24         25         27         
LT Debt -            -            -            -            -            
Other LT Liabilities 10         5           5           6           6           
Shareholder's Equity 82         90         98         106       127       
Total Cap. & L iab. 143    147    163    173    200     

Invts in 
Assocs & 

JVs
13%

Other LT 
Assets
12%

Cash & 
Equivalents

24%Accounts 
receivables

13%

Other 
Current 
Assets
38%

Source: Company, DBS Bank  
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Cash Flow Statement (KRW bn)  

 

Operating cashflow  

F Y Dec 2012A 2013A 2014F 2015F 2016F
Pre-Tax Profit 22           23           28           33           36           
Dep. & Amort. 1             1             1             1             1             
Tax Paid 5             5             7             8             9             
Assoc. & JV  Inc -             -             -             -             -             
Chg. in Wkg. Cap (11)          (7)            (5)            (3)            (1)            
Other Operating CF 4             (5)            (6)            (8)            (9)            
Net  Operat ing CF 22       17       25       31       36       
Capital Exp. (net) (1)            (1)            (2)            (2)            (2)            
Investments 13           (3)            (3)            (2)            (2)            
Other Investing CF (13)          (8)            (6)            (5)            (4)            
Net  Inv est ing CF (2)        (12)      (12)      (10)      (9)        
Div  Paid (4)            (5)            (7)            (8)            (8)            
Chg in Gross Debt -             1             -             -             -             
Capital Issues -             -             -             -             -             
Other F inancing CF (3)            (5)            -             -             -             
Net  F inancing CF (7)        (10)      (7)        (8)        (8)        
Net Cashflow 13           (5)            7             13           19           
Beginning cash 27           40           35           42           56           
End Cash 40           35           42           56           74            
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Rates and Ratio  

 

F Y Dec 2012A 2013A 2014F 2015F 2016F
Opg Profit Margin (%) 15.9 13.8 14.8 16.4 16.4
Net Profit Margin (%) 13.0 12.5 12.8 14.0 13.9
ROAE (%) 22.6 20.7 22.8 24.3 23.5
ROA (%) 12.7 12.3 13.8 14.7 14.7
ROCE (%) 15.0 14.5 16.1 17.2 17.1
Div Payout Ratio (%) 23.3 30.7 30.6 30.6 30.6
Interest Cover (x) NM NM NM NM NM
Asset Turnover (x) 1.0 1.0 1.1 1.1 1.1
Debtors Turn (days) 63.6 50.2 64.5 65.0 67.0
Creditors Turn (days) 89.1 87.9 92.0 89.0 88.0
Current Ratio (x) 2.1 2.1 2.1 2.3 2.5
Quick Ratio (x) 2.1 2.1 2.1 2.3 2.5
Net Debt/Equity  (X) Net Cash Net Cash Net Cash Net Cash Net Cash
Capex to Debt (%) NA NA NA NA NA

Opg CFPS (KRW) 1,760 1,358 2,066 2,499 2,919
Free CFPS (KRW) 1,842     1,440     2,245     2,696     3,115      

Source: Company, DBS Bank 
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Target price & ratings history 
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S.No. Date Closing Target Rating
Price Price

1: 25-Oct-13 KRW 23250 KRW 33,000 Buy
2: 12-Dec-13 KRW 21,800 KRW 33,000 Buy
3: 24-Jan-14 KRW23,450 KRW 33,000 Buy

4: 25-Apr-14 KRW 23,000 KRW 31,000 Buy  

Source: DBS Bank 
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DBSV recommendations are based an Absolute Total Return* Rating system, defined as follows: 

STRONG BUY (>20% total return over the next 3 months, with identifiable share price catalysts within this time frame) 

BUY (>15% total return over the next 12 months for small caps, >10% for large caps) 

HOLD (-10% to +15% total return over the next 12 months for small caps, -10% to +10% for large caps) 

FULLY VALUED (negative total return i.e.  > -10% over the next 12 months) 

SELL (negative total return of > -20% over the next 3 months, with identifiable catalysts within this time frame) 

Share price appreciation + dividends  
 
GENERAL DISCLOSURE/DISCLAIMER 
This report is prepared by DBS Vickers (Hong Kong) Limited (“DBSVHK”), a direct wholly-owned subsidiary of DBS Vickers Securities Holdings Pte 
Ltd ("DBSVH").  This report is intended for clients of DBSV Group only and no part of this document may be (i) copied, photocopied or duplicated 
in any form or by any means or (ii) redistributed without the prior written consent of DBSVHK.  
 
The research set out in this report is based on information obtained from sources believed to be reliable, but we (which collectively refers to 
DBSVHK and/or DBSVH) do not make any representation or warranty as to its accuracy, completeness or correctness.  Opinions expressed are 
subject to change without notice.  This document is prepared for general circulation.  Any recommendation contained in this document does not 
have regard to the specific investment objectives, financial situation and the particular needs of any specific addressee.  This document is for the 
information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees, who should obtain separate 
independent legal or financial advice.  DBSVHK accepts no liability whatsoever for any direct, indirect and/or consequential loss (including any 
claims for loss of profit) arising from any use of and/or reliance upon this document and/or further communication given in relation to this 
document.  This document is not to be construed as an offer or a solicitation of an offer to buy or sell any securities.   DBSVH is a wholly-owned 
subsidiary of DBS Bank Ltd.  DBS Bank Ltd along with its affiliates and/or persons associated with any of them may from time to time have interests 
in the securities mentioned in this document.  DBSVHK, DBS Bank Ltd and their associates, their directors, and/or employees may have positions in, 
and may effect transactions in securities mentioned herein and may also perform or seek to perform broking, investment banking and other 
banking services for these companies.   
 
Any valuations, opinions, estimates, forecasts, ratings or risk assessments herein constitutes a judgment as of the date of this report, and there can 
be no assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk assessments. 
The information in this document is subject to change without notice, its accuracy is not guaranteed, it may be incomplete or condensed and it 
may not contain all material information concerning the company (or companies) referred to in this report. 
 
The valuations, opinions, estimates, forecasts, ratings or risk assessments described in this report were based upon a number of estimates and 
assumptions and are inherently subject to significant uncertainties and contingencies.  It can be expected that one or more of the estimates on 
which the valuations, opinions, estimates, forecasts, ratings or risk assessments were based will not materialize or will vary significantly from actual 
results.  Therefore, the inclusion of the valuations, opinions, estimates, forecasts, ratings or risk assessments described herein IS NOT TO BE RELIED 
UPON as a representation and/or warranty by DBSVHK and/or DBSVH (and/or any persons associated with the aforesaid entities), that:  
 

a. such  valuations, opinions, estimates, forecasts, ratings or risk assessments or their underlying assumptions will be achieved, and  

b. there is any assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk 
assessments stated therein. 

 
Any assumptions made in this report that refers to commodities, are for the purposes of making forecasts for the company (or companies) 
mentioned herein.  They are not to be construed as recommendations to trade in the physical commodity or in the futures contract relating to the 
commodity referred to in this report.  
 
DBS Vickers Securities (USA) Inc ("DBSVUSA"), a U.S.-registered broker-dealer, does not have its own investment banking or research department, 
nor has it participated in any investment banking transaction as a manager or co-manager in the past twelve months.  
 
ANALYST CERTIFICATION 
The research analyst primarily responsible for the content of this research report, in part or in whole, certifies that the views about the companies 
and their securities expressed in this report accurately reflect his/her personal views.  The analyst also certifies that no part of his/her compensation 
was, is, or will be, directly, or indirectly, related to specific recommendations or views expressed in this report.  As of the date the report is 
published, the analyst and his / her spouse and/or relatives and/or associate who are financially dependent on the analyst, do not hold interests in 
the securities recommended in this report (“interest” includes direct or indirect ownership of securities, directorships and trustee positions).   
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COMPANY-SPECIFIC / REGULATORY DISCLOSURES  
1. DBSVHK and its subsidiaries do not have a proprietary position in the securities recommended in this report as of the date the report is 

published. 

 
2. DBSVHK, DBSVUSA, DBS Bank Ltd and/or other affiliates may beneficially own a total of 1% or more of any class of common equity 

securities of the subject company mentioned in this document as of the latest available date of the updated information.  
  

3. Compensation for investment banking services:  
DBSVHK, DBSVUSA, DBS Bank Ltd and/or other affiliates may have received compensation, within the past 12 months, and within the 
next 3 months may receive or intends to seek compensation for investment banking services from the subject company mentioned in 
this document.  
 

DBSVUSA does not have its own investment banking or research department, nor has it participated in any investment banking 
transaction as a manager or co-manager in the past twelve months. Any US persons wishing to obtain further information, including 
any clarification on disclosures in this disclaimer, or to effect a transaction in any security discussed in this document should contact 
DBSVUSA exclusively.    

RESTRICTIONS ON DISTRIBUTION 
General 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 locality, state, country or other jurisdiction where such distribution, publication, availability or use would be 
contrary to law or regulation. 

Australia This report is not for distribution into Australia.  
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