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FORECASTS AND VALUATION

YE Dec (Btm) 2005A 2006A  2007F  2008F
Sales 3,026 2,577 2,862 3,148
Operating profit 336 299 352 402
EBITDA 474 444 505 563
Net profit 322 342 352 387
EPS (Bt) 4.02 4.24 3.91 4.30
EPS growth (%) 15.1 5.4 (7.8) 10.0
P/E (x) 10.1 9.6 10.4 9.4
PICF (x) 4.1 4.2 4.3 3.8
EV/EBITDA (x) 7.2 7.5 7.1 6.4
DPS (Bt) 3.00 3.00 3.25 3.50
Dividend yield (%) 7.4 7.4 8.0 8.6
ROE (%) 154 155 14.9 155
ROA (%) 111 11.7 11.8 12.5
Net gearing (%0) 6.6 33 cash cash
BVS (Bt) 26.75 28.03 27.19 2824
P/BVS (x) 1.5 1.4 15 1.4
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Issued Capital (m shrs) 81
Market Capital (Btm/US$m) 3,265/ 92
Major Shareholders (%)
Mellon Bank, N.A. 9.3
Raffles Nominees (Pte) Limited 9.3
Free Float (%) 35.6
Avg Daily Volume (000 shrs) 31.3
Earnings Rev: FY06: None ; FYO7: None
Consenus EPS: FYO07: Bt4.30 ; FY08: Bt4.75
Variance vs Cons: FY07: -9.0% ; FY08: -9.4%

Sector: Home & Office Products
Bloomberg/Reuters Code: MODERN TB, MODE.BK
Principal Business: Furniture manufacturer and

packaging.
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Modernform Group

4QFYO06 in line with expectations

» Story: Mordernform Group (MODERN) reported net profit
of only Bt97m (down 9% y-0-y, down 12% q-0-q) for 4QFY06,
in line with our expectations. It was mainly due to (i) gloomy
economic outlook post-coup, and (ii) de-consolidation of Thai
Plaspac (TPAC). For 2006, the company charted net profit of
Bt342m (up 6.21% y-0-y).

» Point: We are still optimistic about MODERN'’s sales for
FY07-08F, to be led by growing demand for office furniture.
But sales of residential furniture are expected to be slow, due
to weakening consumer confidence. And TPAC had been de-
consolidated following its listing on MAI (Market for
Alternative Investment) last year. Hence, we maintain our
forecasts on MODERN’s sales and profit for FY07-08F, as
mentioned earlier.

» Relevance: Due to sluggish economic growth and higher
effective tax rate (30% in FYQ7), we project the company’s net
profit for 2007 to grow slightly (by 2.9% y-0-y). Our target
price is still kept at Bt46.30 (12x 2007 PE). We retain our BUY
rating, as MODERN still offers 16% upside potential to our
target price, and generous 8% dividend yield for FYO7F.

Weak 4QO06 results, as expected. Net profit for 4Q06 was
released at Bt97m (down 9% y-o-y; down 12% g-0-q). 4Q06
sales fell 18% y-o-y and 5% q-0-q to Bt690m, largely due to
declining consumer confidence during the period. Specifically,
residential furniture sales should have fallen more than office
furniture sales. Gross margin was better than expected in 4Q06
to 37.5% (vs 38.7% in 3Q06) because of slower sales.

FY06-07F earnings maintained. Earlier, we had a negative
outlook for the Thai economy in late 2006 and in 2007, which
would result in stronger competition in the industry. Hence, we
lowered our estimates on FY07-08F earnings to Bt347m and
Bt382m, respectively. Additionally, MODERN will be subject to
30% tax rate from FYO07 onwards (from 25% last year).
Currently, MODERN’s outlook in the longer-term remains
unchanged.

High dividend yield. As expected, MODERN declared Bt3.0 DPS
for FY06, implying 7.4% yield at the current share price. Note
that MODERN has paid interim dividend for 1H06 of Bt1.25 per
share, so 2H06 dividend is Bt1.75 per share (XD: 10 May 2007).

BUY maintained. MODERN is now trading at FYO7F fully-diluted
PE of 10.3x and P/BV of 1.5x. It still offers 16% upside potential
to our new target price, and generous 8% dividend yield for
FYOT7F.
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Quarterly Results Summary

Unit : Btm 4Q05 3Q06 4Q06 %chg.YoY %chg.QoQ
Sales 843 726 690 -18% -5%
cost of sales (543) (445) (431) -21% -3%
Gross profit 300 281 259 -14% -8%
Selling admin.expenses (176) a74) 279) 2% 3%
Operating profit 124 106 80 -36% -25%
Rental & other income 18 19 17 -7% -9%
Interest expense 3) 2 1) -58% -40%
Director' remuneration 1 0) 1 -36% -319%
Equity income from subsidiaries 10 19 25 145% 27%
EBT 150 142 121 -20% -15%
Tax expense (41) (32) (25) -40% -22%
Minority interest ?3) 0) 0 -110% -178%
Net profit 106 110 97 -9% -12%
EPS (Btm) 1.33 1.36 1.20 -10% -12%
Gross margin 35.6% 38.7% 37.5%

Operating margin 14.7% 14.6% 11.6%

Net profit margin 12.6% 15.1% 14.0%

SGA/sales -20.9% -24.0% -26.0%

Tax rate -27.0% -22.3% -20.3%

Source: Company, DBS Vickers
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Income Statement (Btm)
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Balance Sheet (Btm)

Modernform Group

YE Dec 2005A 2006A 2007F 2008F YE Dec 2005A 2006A 2007F 2008F
Turnover 3,026 2,577 2,862 3,148 Fixed Assets 930 879 828 777
EBITDA 474 444 505 563 Other LT Assets 553 606 648 687
Depr/Amort 137 145 153 161 Cash/ST Investments 91 103 90 95
Operating Profit 336 299 352 402 Other Current Assets 1,310 1,366 1,453 1,600
Asso & Others Inc 129 142 156 156 Total Assets 2,884 2,954 3,019 3,159
Net Interest Exp (15) 9) (6) 5) ST Debts 231 179 27 35
Pre-Tax Profit 450 432 502 552 Other Current Liabilities 502 511 541 579
Tax (113) (91) (151)  (166) LT Debts - - - -
Minority Interest (15) 1 - - Minority Interest 4 2 4 4
Net Profit 322 342 352 387 Shareholders' Equity 2,146 2,262 2,447 2,541
Sales Growth (%) 8.8% -14.8% 11.1% 10.0% Total Capital 2,884 2954 3,019 3,159
Net Profit Gr (%) 15.3% 6.1% 2.9% 10.0% Share Capital 802 807 900 900
EBITDA Margin (%) 15.6% 17.2% 17.7% 17.9% Net Cash (Debt) (141) (75) 63 60
Opg Mgn (%) 11.1% 11.6% 12.3% 12.8% Working Capital 667 780 975 1,082
Tax Rate (%) -25.1% -21.0% -30.0% -30.0% Net Gearing (%0) 0.07 0.03 cash cash
Interims Income Statement (Btm) Cash Flow Statement (Btm)
YE Dec Mar-06 Jun-06 Sep-06 Dec-06 YE Dec 2005A 2006A 2007F 2008F
Turnover 570 591 726 690 Pretax Profit 450 432 502 552
EBITDA 72 85 128 161 Tax paid (113) 91) (151) (166)
Depr/Amort 21 22 21 81 Depr/Amort 137 145 153 161
Operating Profit 50 63 106 80 Change in Wkg Cap 62 (209) (120) (171)
Asso & Others Inc 22 39 38 43 Other Non-Cash - - - -
Net Interest Exp. 3) 2) 2) 1) Operational CF 536 378 385 377
Pre-Tax Profit 69 100 142 121 Capex (76) (80) (80) (80)
Tax 13) (21) (32) (25) Assoc, Ml, Invsmt, - - - -
Minority Interest & 1 - 0 0 Investment CF (76) (80) (80) (80)
Net Profit 56 79 110 97 Net chg in Debt (132) (53) (151) 7
Sales Growth (%) -19.0% -9.8% -11.9% -18.2% New Capital - - - -
Net Profit Gr (%) -8.4% 29.8% 17.1% -8.8%  Dividend (220)  (241) (242)  (293)
EBITDA Margin (%) 125% 14.3% 17.6% 23.3% Financing CF (352) (293) (393) (285)
Opg Mgn (%) 8.8% 10.7% 14.6% 11.6% Chg in Cash 108 4 (88) 12
Tax Rate (%0) 19.4% 21.3% 22.2% 20.3% Cash beginning 57 91 103 90
Cash ending 91 103 90 95
ﬂ;mental Breakdown (Btm) Rates & Ratios
YE Dec 2005A 2006A 2007F 2008F YE Dec 2005A 2006A 2007F 2008F
Revenue Breakdown ROE (%) 15.4% 15.5% 14.9% 15.5%
-Office - Domestic 32% 39% 39% 39% ROA (%) 11.1% 11.7% 11.8% 12.5%
-Office - Export 3% 4% 4% 4% Net Margin (%) 10.7% 13.3% 12.3% 12.3%
Residential 24% 31% 31% 31% Dividend Cover (%) 134.0% 141.2% 120.3% 122.8%
Accessories 12% 14% 14% 14% Interest Cover (%) 563.7% n.m. n.m. n.m.
Total Furniture Sales 78% 99% 99% 99% Asset Turnover (%) 104.9% 87.2% 94.8% 99.7%
Thai Plaspac 18% 0% 0% 0% Asset/Debt (X) 125 n.m. n.m. n.m.
Tower 2% 3% 3% 3% Gearing (%) cash cash cash cash
Décor Metall 2% 0% 0% 0% Net Gearing (%0) 6.6% 3.3% cash cash
Elimination 0% -2% -2% -2% Debt/EBITDA (X) 0.5 0.4 0.1 0.1
Total Sales Value 100%  100% 100% 100% Debt/MktCap (X) 0.1 0.1 0.0 0.0
Capex/Sales (X) 0.0 0.0 0.0 0.0
EV (Btm) 3,389 3,344 3582 3,585
EVIEBITDA (X) 7.16 7.52 7.09 6.37

Source: DBS Vickers
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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.

This document is published by DBS Vickers Securities (Thailand) Co., Ltd. (""DBSVT"), a direct wholly-owned
subsidiary of DBS Vickers Securities Holding Pte Ltd. The research is based on information obtained from sources
believed to be reliable, but we 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 legal or financial advice. DBSVT accepts no liability whatsoever for any direct or
consequential loss arising from any use of this document 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. DBS Vickers Securities Holdings Pte Ltd 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. DBSVT, DBS Vickers Securities (Singapore) Pte Ltd (“DBSVS”). 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. DBSVT, DBSVS, DBS Bank Ltd and/or other affiliates of DBS Vickers
Securities (USA) Inc (""DBSVUSA™), a U.S.-registered broker-dealer, may beneficially own a total of 1% or more of
any class of common equity securities of the subject company mentioned in this document. DBSVT, DBSVS, DBS
Bank Ltd and/or other affiliates of DBSVUSA may, within the past 12 months, have received compensation and/or
within the next 3 months seek to obtain compensation for investment banking services from the subject
company. 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. DBS Vickers Securities
(UK) Ltd is an authorised person in the meaning of the Financial Services and Markets Act and is regulated by The
Financial Services Authority. Research distributed in the UK is intended only for institutional clients.
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