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COMPANY RESULTS

Singapore Airlines (SIA SP)

1HFY25: Earnings Miss Expectations On Slightly Higher-than-expected Costs

SIA’s 2QFY25 headline net profit of S$290m (-59% yoy, -36% qoq) came in below our
guided range of S$360m-460m, due to slightly higher-than-expected operating costs.
While pax travel and cargo demand are robust, SIA’s core profitability is likely to stay
in an overall moderating trend in FY25-26, as pax and cargo yields remain under
pressure amid an increased capacity supply. The speed of Air India’s turnaround is a
key wild card. Maintain SELL on SIA, with a slightly lower target price of $$5.72.

2Q/1HFY25 RESULTS
Year to 31 Mar 1H 1H yoy% 2Q 2Q  yoy% 1Q hoh% Prev. Actual as %
(S$m) FY25 FY24 chg FY25 FY24 chg FY25 chg  FY25F of FY25F
Revenue 9,497 9,162 +37 4779 4,683 +2.0 4718 +1.3 19,326 49%
Pax flown revenue 7,668 7,550 +1.6 3840 3874 09 3828 +0.3 15,526 49%
Cargo & mail revenue 1,102 1,060 +4.0 562 518 +8.4 541 +3.9 2,390 46%
Engineering & others 727 552 +317 378 291 +29.6 350 +7.9 1,411 52%
Non-fuel opex 5972 5326  +121 3,094 2654 +166 2,878 +7.5 12,186 49%
Fuel cost 2,730 2,283  +19.6 1,360 1230 +105 1,370 -08 5,055 54%
Operating profit 796 1,554 -48.8 325 799 -59.3 470  -30.8 2,085 38%
Core operating profit* 736 1310 -43.8 315 700 -55.0 421 -253 2,035 36%
Net Profit (reported) 742 1441 -48.5 290 707 -58.9 452 -357 2,991 25%
Core net profit* 669 1,135 -41.0 1,784 38%
Margins (%)
Core operating profit* 7.8 143  -6.5ppt 6.6 15.0 -8.4ppt 8.9 -2.3ppt 10.5
Core net profit* 7.0 124 -5.3ppt 0.0 0.0 - 0.0 - 9.2

* Adjusted by excluding impacts from one-offs such as fuel hedging gains and forex gains/(losses), etc
Source: SIA, UOB Kay Hian

RESULTS

¢ 2Q/1HFY25 earnings missed expectations... Singapore Airlines’ (SIA) 2QFY25 headline
net profit of S$290m (-59% yoy, -36% qoq) came in below our guided range of S$360m-
460m. Excluding non-core items such as gains/losses from fuel hedge, disposals and/or
forex translation, THFY25 core net profit fell 41% yoy to S$669m by our estimate, forming
38% of our full-year forecast. This is deemed a miss, even though 2H could be seasonally
stronger. Revenue rose 3.7% yoy to $$9.50b in 1HFY25, with pax flown revenue, cargo
revenue and engineering & other rising 1.6%, 4.0% and 31.7% yoy respectively in THFY25.

...due mainly to slightly higher-than-expected operating costs. Non-fuel cost per
available-tonne-kilometre (ATK) rose 3.5% qoq to 42.3 S cents in 2QFY25 (1QFY25: 40.9),
exceeding our projected range of 40.5-41.5 S cents. Unhedged fuel cost per ATK also
slightly exceeded our projection by 2.8%. The negative impacts from higher-than-expected
operation costs have been amplified by SIA’s high operating leverage.

KEY FINANCIALS

Year to 31 Mar (S$m) 2023 2024 2025F 2026F 2027F
Net turnover 17,775 19,013 19,441 19,137 19,971
EBITDA 4,773 4,913 4,150 3,629 3,840
Operating profit 2,692 2,728 1,783 1,217 1,355
Net profit (rep./act.) 2,157 2,675 2,717 950 1,046
Core net profit 1,722 2,124 1,539 983 1,046
EPS (S$ cent) 58.0 71.5 51.7 33.1 35.2
PE (x) 10.9 8.8 12.2 19.0 17.9
P/B (x) 1.4 1.3 1.2 1.2 1.2
EV/EBITDA (x) 4.7 4.5 5.4 6.2 5.8
Dividend yield (%) 6.0 7.6 5.1 3.5 3.8
Net margin (%) 121 14.1 14.0 5.0 5.2
Net debt/(cash) to equity (%) 7.9 (2.7) 10.6 31.6 48.3
ROE (%) 10.2 14.8 17.0 6.1 6.6

Source: SIA, Bloomberg, UOB Kay Hian
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SELL

(Maintained)

Share Price S$6.29
Target Price S$5.72
Upside -9.1%
(Previous TP S$5.83)

COMPANY DESCRIPTION

Singapore's flag carrier, flying to more than
130 destinations in over 30 countries before
the pandemic. Frequently ranked as Best
Airline by magazines and ranking agencies.

STOCK DATA

GICS sector Industrials
Bloomberg ticker: SIA SP
Shares issued (m): 2,973.3
Market cap (S$m): 18,701.9
Market cap (US$m): 14,049.9
3-mth avg daily t'over (US$m): 23.1

Price Performance (%)

52-week high/low S$7.38/S$5.86
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¢ Yield moderation largely in line with expectations. Pax yield and cargo yield moderated
6.7% and 7.7% yoy respectively in 2QFY25, a pace largely in line with our projections. The
moderation was driven by increased capacity supply as regional competitors continue to
recover/add capacity.

¢ An interim dividend of 10 S cents was declared for 1HFY25, unchanged yoy.

e Strong balance sheet. SIA was in a very marginal net debt position of S$155m as of end-
1HFY25 (end-FY24: S$2.14b in net cash), translating to a net gearing of 1.1%.

STOCK IMPACT

o Management’s outlook guidance. Management sees robust demand for air travel in
2HFY25, while noting that the operating landscape will continue to be competitive. Air freight
demand is also expected to stay healthy heading into the year-end peak. Management
believes that as the aviation industry grapples with geo-political tensions, macroeconomic

uncertainty, increased competition, and inflationary cost pressures, SIA remains well- |

positioned to navigate these from a position of strength.

Expect a decent 2HFY25 performance. While pax yields are likely expected to remain under
pressure in the near term due to rising competition, they are still meaningfully above pre-
pandemic levels as of today. We expect SIA to achieve a satisfactory operating performance
in 2HFY25, thanks to still-decent yields as well as stronger seasonality than in THFY25. We
note that the recent decline in jet fuel prices should help bolster SIA’s profitability in the
upcoming 3QFY25, which is its seasonally strongest quarter.

Update on Air India-Vistara merger. Management noted that the Air India and Vistara
merger deal is expected to complete very shortly. Note that effective from 12 Nov 24, all
Vistara flights will be renamed as Air India flights. Immediately after the merger, SIA is
expected to inject S$498m of additional capital into Air India through the subscription of Air
India shares; this allows SIA to attain a 25.1% stake of the enlarged Air India. According to
SIA, future capital injections will be considered based on Air India’s requirements and
available funding options.

Financial impacts from Vistara-Air India merger. To recap, the Vistara-Air India merger is
expected to result in SIA recognising a S$1.1b accounting gain due to the deemed disposal of
its Vistara stake. There is limited clarity on Air India’s (a private company) financials at this
juncture, but according to some Indian media, Air India was still in a loss-making position in
FY24, at about Rs4,444 crore, or about S$700m. As such, our best guess is that Air India will
contribute negatively to SIA’s profitability in the initial years after SIA’s investment, with an
annual loss run-rate of up to S$175m, given SIA’s 25.1% stake.

EARNINGS REVISION/RISKS

o Cut FY25/26/27 earnings forecasts by 9%/7%/1%. We reduce our net profit forecasts for
SIA by 9%/7%/1% to S$2.72b/S$0.95b/S$1.05b in FY25/FY26/FY27 respectively, to reflect
the 1HFY25 results miss and our updated operational cost projection. Note that our S$2.72b
net profit estimate for FY25 includes an extraordinary gain of S$1.11b from the Air India-
Vistara merger, excluding which our FY25 earnings forecast would have been S$1.61b.

o Key risks: a) Weaker-than-expected macroeconomic environment dampening air travel
demand, b) air cargo demand affected by a tariff hike by the US, and c) competition catching
up faster than expected.

VALUATION/RECOMMENDATION

e Maintain SELL on SIA with a slightly lower target price of $$5.72. Our target price for has
been rolled over to end-FY26, and is now based on 1.09x FY26F P/B, pegged to SIA’s long-
term historical mean. SIA currently trades at 1.20x FY26F P/B, 0.5SD above its historical
mean. We believe SIA is due for further earnings moderation in FY26, as pax and cargo yields
are likely to remain under pressure. With the overall weakening earnings profile in the medium
term, we think investors can wait for a more compelling valuation to re-enter SIA. Key upside
risks to our call include a faster-than-expected turnaround of Air India after SIA’s investment.
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CORE OPERATING PROFIT DROPPED 55% YOY IN
2QFY25...
Core operating profit* (S$m)
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...DRIVEN BY MODERATED PAX YIELDS...
Pax yield (cents/pax-km)
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NON-FUEL OPEX PER ATK ROSE 3.5% QOQ

Non-fuel opex/ATK (S cents)
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TARGET PRICE REFERENCE TABLE

FY25F FY26F FY27F
Adjusted BVPS* S$5.24 S$5.23 S$5.39
P/B peg Target price

+1.0SD 1.28x 5$6.70 5$6.69 5$6.90
+0.5SD 1.19x $$6.22 S$6.21 S$6.40
Mean 1.09x S9$5.74 S9$5.72 5$5.90
-0.58D 1.00x 59$5.25 S9$5.24 S9$5.41
-1SD 0.91x S$4.77 S$4.76 S$4.91

*Adjusted BVPS has factored in the full conversion of outstanding
convertible bonds
Source: UOB Kay Hian
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Year to 31 Mar (S$m) 2024 2025F 2026F 2027F  Yearto 31 Mar (S$m) 2024 2025F 2026F 2027F
Net turnover 19,012.7 19,4406 19,1366 19,9714 Fixed assets 26,806.8 27,9520 30,761.7 33,698.8
EBITDA 49133 4,149.6 3,628.8 3,840.1 Other LT assets 1,816.2 2,989.2 3,0435 3,180.9
Deprec. & amort. 2,185.8 2,366.8 2,412.3 2,484.8 Cash/ST investment 11,788.5 6,898.3 54194 4,036.7
EBIT 2,721.5 1,782.8 1,216.5 1,355.2  Other current assets 3,853.2 3,786.1 3,766.9 3,851.6
Total other non-operating income 28.7 1,116.9 0.0 0.0  Total assets 44,2647 41,6256 42,9915 44,768.0
Associate contributions 73.7 61.0 54.3 137.4 ST debt 915.4 915.4 915.4 915.4
Net interest income/(expense) 207.2 99.4 (93.7) (216.4)  Other current liabilities 11,756.3  10,890.6 10,3425 10,2113
Pre-tax profit 3,037.1 3,060.1 11771 1,276.3 LT debt 8,737.4 7,684.6 9,584.6  11,084.6
Tax (342.0) (308.1) (190.9) (193.6)  Other LT liabilities 6,111.0  6,0635 60635  6,0635
Minorities (20.3) (35.0) (36.1) (37.1)  Shareholders' equity 16,337.9 156506 15649.1  16,040.4
Net profit 2,674.8 2,717.0 950.2 1,045.5 Minority interest 406.7 421.0 436.4 452.8
Core net profit 2,1243 1,538.8 9834 1,0455  Total liabilities & equity 442647 41,6256 42,9915 44,768.0
CASH FLOW KEY METRICS

Year to 31 Mar (S$m) 2024 2025F 2026F 2027F Year to 31 Mar (%) 2024 2025F 2026F 2027F
Operating 5,054.9 2,765.8 2,909.1 3,430.6 Profitability

Pre-tax profit 3,037.1 3,060.1 11771 1,276.3 EBITDA margin 25.8 213 19.0 19.2
Tax (20.7) (308.1) (190.9) (193.6) Pre-tax margin 16.0 15.7 6.2 6.4
Deprec. & amort. 2,185.8 2,366.8 24123 24848  Netmargin 141 14.0 5.0 5.2
Associates 8.1 (25.0) (34.3) 462  ROA 5.7 6.3 2.2 24
Working capital changes 49.9 (1,0784)  (5288)  (2159) ROE 148 17.0 6.1 6.6
Non-cash items 127.8 2.6 0.0 (0.0

Other operating cashflows (343.1) (1,252.3) 73.7 328  Growth

Investing (1,4362)  (2469.9) (4,3520) (4,6220)  Tumover 7.0 23 (1.6) 44
Capex (maintenance) (1795.3)  (2,0015) (2,0405) (2,120.3)  EBITDA 29 (15.5) (12.5) 58
Investments (92.9) 0.0 0.0 0.0 Pre-tax profit 15.2 0.8 (61.5) 8.4
Proceeds from sale of assets 125.9 0.0 0.0 00  Netprofit 240 16 (65.0) 100
Others 3261 (468.4) (23115) (2,50L7)  Corenetprofit 233 (218) (361 6.3
Financing 8779.1)  (51861)  (36.0) (191.3) CoreEPS 33 (218)  (360) 6.3
Dividend payments (1,130.2) (1,427.4) (951.6) (654.2)

Issue of shares 0 0 0 o [Leverage

Proceeds from borrowings (15316)  (L0528) 10000 15000  Debttototal capital 34.9 39.5 421 435
Othersfinterest paid (61173)  (27059)  (984.4) (1,037.)  Debttoequity 58 535 653 728
Net cash inflow (outflow) (5.160.4)  (4890.2) (1,4789) (1,3827) etdebt(cash)toequity @7 106 316 483
Beginning cash & cash equivalent  16,327.6 11,268.8 6,378.6 4,899.7

Changes due to forex impact 101.6 0.0 0.0 0.0

Ending cash & cash equivalent 11,268.8 6,378.6 4,899.7 3,517.0

Refer to last page for important disclosures.
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (‘UOBKH”), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act’). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH 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 U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.

Refer to last page for important disclosures.




UOBKayHian

Tuesday, 12 November 2024

Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst is based upon various factors, including UOBKH'’s total revenues, a portion of which are
generated from UOBKH'’s business of dealing in securities.

Reports are distributed in the respective countries or jurisdictions by the respective entities and are subject to the additional restrictions
listed in the following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.
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