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SATS Ltd Margins see slight improvement, but revenue growth could be limited by challenging sector outlook



14 May 2015



SINGAPORE | TRANSPORT SERVICES | RESULTS Investment Actions Despite an improvement in margins for SATS, the aviation sector still faces challenging conditions, and we think this will limit revenue growth for SATS. We have had to trim our estimates for revenue as we roll-over our forecasts. We downgrade SATS to "Reduce" rating with lower target price of S$2.97. (Previous: S$3.17.) What is the news?  S$1.75 bn full year revenue fell well short of consensus expectations of S$1.93 bn.  S$195.7 mn full year PATMI exceeded consensus expectations of S$186.5 mn.  Margin improvement came about from cost management, resulting in lower Opex.  Final proposed DPS of 9.0 Cents, full year payout 80.0%. (4Q FY14 DPS: 8.0 Cents, FY14 payout: 80.7%)



Reduce (Downgraded) SGD 3.21 SGD 0.140 SGD 2.97 -3.1%



CLOSING PRICE FORECAST DIV TARGET PRICE TOTAL RETURN COMPANY DATA O/S SHA RES (M N) :



1,104



M A RKET CA P (USD mn / SGD mn) :



2687 / 3545



52 - WK HI/LO (SGD) :



3.25 / 2.83



3M A verage Daily T/O (mn) :



1.69



MAJOR SHAREHOLDERS (%)



SATS Ltd ("SATS") announced its Full Year 2015 (Y/E Mar) results on 14 May before trading hours, followed by the Analyst and Media briefing. Results at a glance



(SGD mn)



FY15



FY14



y-y (%)



Food Sol uti ons 1,052 1,104 (4.7) Wea ker TFK a nd wea ker JPY Ga tewa y Servi ces 697.0 678.1 2.8 Corpora te 4.7 5.0 (6.0) Revenue 1,753 1,787 (1.9) EBITDA 246.2 248.2 (0.8) EBIT 178.0 171.0 4.1 Lower opera ti ng expendi ture As s oci a tes & JVs 48.1 47.2 1.9 Hi gher food, l ower Ga tewa y PATMI, adj 195.8 183.0 7.0 Source: Compa ny, Phi l l i p Securi ti es Res ea rch (Si nga pore)



TEM A SEK HOLDINGS P TE LTD



43.4%



B A NQUE DE LUXEM B OURG



2.0%



A B ERDEEN



1.6%



PRICE PERFORMANCE (%) 1M T H 3 M T H



1Y R



COM P A NY



0.6



4.3



3.1



STI RETURN



0.3



2.3



10.6



PRICE VS. STI 3.60 3.40



3.20



Analyst briefing key takeaways  Leveraging on automation to improve productivity. Management guided that the Capex will grow, eventually exceeding Depreciation. This will consequently increase operating leverage as the company positions for growth.  Sustainable and progressive dividends. Dividend of 14Cents this year is up from 13Cents last year. Interim dividend remains unchanged at 5Cents. Final dividend increased by 1Cent to 9Cents.
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What we think  SATS is transforming itself in anticipation for recovery. Faced with the challenges within the aviation sector, Management have embarked on a push to leverage on technology.  We still like SATS for its cash-generating ability (ability to pay dividends) and strong balance sheet (ability to grow through acquisitions).  But… more uncertainty ahead with weak passenger throughput. Both Changi Airport and Narita Airport (where SATS operates inflight-kitchens) had negative growth in 1Q CY15 (refer to figures on Page 2). We think this will persist in the near term, materially limiting SATS's revenue growth.



Revenue (SGD mn)



1,787



1,753



1,779
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196



201



211



16.10



17.50



18.15



19.08



2.80



May-14



Sep-14 SATS SP EQUITY



Jan-15 May-15 FSSTI index



So urce: B lo o mberg, P SR



KEY FINANCIALS



P A TM I, adj. (SGD mn) EP S, adj. (Cents) P /E, adj. (x) B VP S (Cents) P /B (x)



19.2



17.8



17.7



16.8



135.3



137.3



141.6



146.7



2.3



2.3



2.3



2.2



DP S (Cents)



13.00



14.00



14.00



15.00



Div. Yield (%)



4.2



4.5



4.4



4.7



So urce: Co mpany Data, P SR est.



VALUATION METHOD DCF (WA CC: 6.4%, Terminal g: 1.0%)



Richard Leow, CFTe (+65 6531 1735) [email protected]
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SATS LTD RESULTS



Operating Statistics for Singapore Aviation Business



Y/E Mar



FY15



FY14



y-y (%) Comments



Uni t Servi ces ('000) 110.0 113.8 (3.4) Los t Jets ta r As i a a ccount Fl i ghts Ha ndl ed ('000) 126.1 134.1 (6.0) Los t Jets ta r As i a a ccount Ca rgo ('000 tonnes ) 1,570 1,500 4.6 Pa s s engers Ha ndl ed (mn) 41.6 43.5 (4.3) Los t Jets ta r As i a a ccount Uni t Mea l s Produced (mn) 20.8 20.6 1.2 Gros s Mea l s Produced (mn) 26.4 26.1 1.3 Source: Compa ny, Phi l l i p Securi ti es Res ea rch (Si nga pore)



Operating Statistics for Changi Airport Group



Y/E Dec



1Q15 1Q14 y-y (%) Comments



Pas s enger Movements (mn) 13.1 13.2 (0.9) Air Freight Movements ('000 tonnes ) 450.5 446.8 0.8 Commercial Aircraft Movements ('000) 84.1 86.3 (2.6) Source: Changi Airport Group, Phillip Securities Res earch (Singapore) Figure 1. Changi Airport Aircraft Movement ('000) 100 Source: CEIC



%y-o-y



Figure 2. Changi Airport Passenger Throughput (mn) 10% 15 Source: CEIC
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Figure 3. Narita Airport Aircraft Movement ('000) 80



Source: CEIC
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Figure 4. Narita Airport Passenger Throughput (mn) %y-o-y
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Financials Income Statement Y/E Mar, SGD mn Revenue EBITDA Depreci a ti on & Amorti s a ti on EBIT Net Fi na nce (Expens e)/Inc Other i tems As s oci a tes & JVs Excepti ona l i tems Profit Before Tax Ta xa ti on Profit After Tax - Non-control l i ng i nteres t PATMI, reported PATMI, adj.



FY13



FY14



FY15 FY16e FY17e



1,819 1,787 1,753 1,779 1,806 285 248 246 258 265 (93) (77) (68) (79) (77) 192 171 178 179 188 (1.5) (1.8) 0.4 (0.1) (0.1) (2.2) 1.7 (1.6) 1.9 1.9 53 47 48 56 59 (16.8) (2.6) (0.1) 225 216 225 236 249 (40) (33) (34) (35) (37) 185 182 191 202 212 1.7 (5.0) 1.0 1.1 185 180 196 201 211 202 183 196 201 211



Per share data (Cents)



Y/E Mar EPS, reported EPS, a dj. DPS BVPS



FY13



FY14



16.60 16.60 15.00 134.7



16.10 16.10 13.00 135.3



FY13



FY14



FY15 FY16e FY17e 17.50 17.50 14.00 137.3



18.15 18.15 14.00 141.6



19.08 19.08 15.00 146.7



Balance Sheet Y/E Mar, SGD mn



FY13



FY14



592 193 390 20 28 1,223 53 301 14 406 7 780 2,003



568 185 495 18 30 1,295 46 288 14 341 36 725 2,020



552 166 465 15 30 1,227 19 283 17 411 63 793 2,020



547 154 491 15 30 1,237 19 287 17 447 63 834 2,071



547 143 518 15 30 1,253 19 291 18 488 63 880 2,132



LIABILITIES Short term l oa ns Accounts Pa ya bl es Others Total current liabilities Long term l oa ns Others Total non-current liabilities



23 237 51 310 109 84 193



18 267 45 330 97 79 176



16 287 43 346 90 67 156



16 292 43 350 90 67 156



16 296 43 354 90 67 156



Total Liabilities



503



505



502



506



511



97 1,403



98 1,417



77 1,441



78 1,487



79 1,543



ASSETS PPE Inta ngi bl es As s oci a tes & JVs Inves tments Others Total non-current assets Inventori es Accounts Recei va bl es Prepa yments Inves tments Ca s h Others Total current assets Total Assets



EQUITY Non-control l i ng i nteres t Shareholder Equity



FY15 FY16e FY17e



Cash Flow



Y/E Mar, SGD mn



FY15 FY16e FY17e



CFO PBT 225 216 225 236 249 Adjus tments 64 38 27 23 19 WC cha nges (11) 35 21 (0) (1) Ca s h genera ted from ops 278 288 273 259 267 Others (32) (41) (36) (36) (38) Cashflow from ops 246 247 236 223 229 CFI CAPEX, net (37) (57) (61) (63) (66) Di vd from a s s oci a tes & JVs 25 27 89 30 32 Others (4) (117) 30 1 1 Cashflow from investments (17) (146) 58 (32) (33) CFF Sha re i s s ua nce, net 8 6 (49) Loa ns , net of repa yments (5) (5) (1) Di vi dends (289) (168) (146) (155) (155) Others 5 (4) Cashflow from financing (286) (163) (200) (155) (155) Net change in cash (57) (62) 95 36 41 Effects of excha nge ra tes (9) (3) (5) CCE, end 404 340 430 466 507 Source: Compa ny, Phi l l i p Securi ti es Res ea rch (Si nga pore) Es ti ma tes



Valuation Ratios



Y/E Mar P/E (X), a dj. P/B (X) EV/EBITDA (X), a dj. Di vi dend Yi el d (%) Growth & Margins (%) Growth Revenue EBITDA EBIT Net Income, a dj. Margins EBITDA ma rgi n EBIT ma rgi n Net Profi t Ma rgi n Key Ratios ROE (%) ROA (%) Net Debt or (Net Ca s h) Net Gea ri ng (X)



FY13 18.4 2.3 11.0 4.9%



FY15



FY16e FY17e



19.2 2.3 13.0 4.2%



17.8 2.3 12.8 4.5%



17.7 2.3 12.4 4.4%



16.8 2.2 11.9 4.7%



7.9% -1.8% 7.1% -13.0% 13.8% -11.1% 11.4% -9.2%



-1.9% -0.8% 4.1% 7.0%



1.5% 4.8% 0.5% 2.5%



1.5% 2.9% 5.0% 5.1%



15.7% 13.9% 14.0% 14.5% 14.7% 10.6% 9.6% 10.2% 10.1% 10.4% 11.1% 10.2% 11.2% 11.3% 11.7% 13.8% 13.0% 13.7% 13.7% 13.9% 9.8% 9.1% 9.7% 9.8% 10.0% (274)



(227)



(306)



(342)



(383)



Net Cash Net Cash Net Cash Net Cash Net Cash



*Forward multiples & yields based on current market price; historical multiples & yields based on historical market price.
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Ratings History 3.80



Source: Bl oomberg, PSR



Market Price Target Price



3.60 3.40 3.20 3.00 2.80 2.60



Sep-15



Jun-15



Mar-15



Dec-14



Sep-14



Jun-14



Mar-14



Dec-13



Sep-13



Jun-13



1 2 3 4 5 PSR Rating System Total Returns Recommendation Rating > +20% Buy 1 +5% to +20% Accumul a te 2 -5% to +5% Neutra l 3 -5% to -20% Reduce 4 < -20% Sel l 5 Remarks We do not ba s e our recommenda tions entirel y on the a bove qua ntitative return ba nds . We cons i der qua l i tative fa ctors l i ke (but not l i mi ted to) a s tock's ri s k rewa rd profi l e, ma rket s entiment, recent ra te of s ha re pri ce a ppreci a tion, pres ence or a bs ence of s tock pri ce ca tal ys ts , a nd s pecul a tive undertones s urroundi ng the s tock, before ma ki ng our fi na l recommenda tion
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SATS LTD RESULTS Important Information This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a holder of a financial adviser’s licence under the Financial Advisers Act, Chapter 110 in Singapore. By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitations may constitute a violation of law. This report has been provided to you for personal use only and shall not be reproduced, distributed or published by you in whole or in part, for any purpose. If you have received this report by mistake, please delete or destroy it, and notify the sender immediately. The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this report has been obtained from public sources which Phillip Securities Research believes to be reliable. However, Phillip Securities Research does not make any representation or warranty, express or implied that such information or Research is accurate, complete or appropriate or should be relied upon as such. Any such information or Research contained in this report is subject to change, and Phillip Securities Research shall not have any responsibility to maintain or update the information or Research made available or to supply any corrections, updates or releases in connection therewith. Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date indicated and are subject to change at any time without prior notice. Past performance of any product referred to in this report is not indicative of future results. This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This report should not be relied upon exclusively or as authoritative, without further being subject to the recipient’s own independent verification and exercise of judgment. The fact that this report has been made available constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this report is suitable or appropriate for the recipient. Recipients should be aware that many of the products, which may be described in this report involve significant risks and may not be suitable for all investors, and that any decision to enter into transactions involving such products should not be made, unless all such risks are understood and an independent determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein with respect to any product should not be considered to be a disclosure of all risks or a complete discussion of such risks. Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decision to purchase any product mentioned in this report should take into account existing public information, including any registered prospectus in respect of such product. Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may provide an array of financial services to a large number of corporations in Singapore and worldwide, including but not limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting activities), brokerage or securities trading activities. Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may have participated in or invested in transactions with the issuer(s) of the securities mentioned in this report, and may have performed services for or solicited business from such issuers. Additionally, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may have provided advice or investment services to such companies and investments or related investments, as may be mentioned in this report. Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report may, from time to time maintain a long or short position in securities referred to herein, or in related futures or options, purchase or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation in respect of the foregoing. Investments will be denominated in various currencies including US dollars and Euro and thus will be subject to any fluctuation in exchange rates between US dollars and Euro or foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price or income return of the investment. To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may at any time engage in any of the above activities as set out above or otherwise hold an interest, whether material or not, in respect of companies and investments or related investments, which may be mentioned in this report. Accordingly, information may be available to Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, which is not reflected in this report, and Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may, to the extent permitted by law, have acted upon or used the information prior to or immediately following its publication. Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited its officers, directors, employees or persons involved in the issuance of this report, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of this report. The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities Research to any registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction. This report is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any particular person. The products mentioned in this report may not be suitable for all investors and a person receiving or reading this report should seek advice from a professional and financial adviser regarding the legal, business, financial, tax and other aspects including the suitability of such products, taking into account the specific investment objectives, financial situation or particular needs of that person, before making a commitment to invest in any of such products. This report is not intended for distribution, publication to or use by any person in any jurisdiction outside of Singapore or any other jurisdiction as Phillip Securities Research may determine in its absolute discretion. IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES Where the report contains research analyses or reports from a foreign research house, please note: (i)



recipients of the analyses or reports are to contact Phillip Securities Research (and not the relevant foreign research house) in Singapore at 250 North Bridge Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, in respect of any matters arising from, or in connection with, the analyses or reports; and



(ii)



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, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports.
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Frasers Centrepoint Ltd 

Feb 24, 2014 - Frasers Centrepoint Ltd (FCL) is the property spin-off of the ... He holds a. Master of Science (Project Management) and Bachelor of.
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Nintendo Co., Ltd. 

Apr 27, 2016 - (Software) Xenoblade Chronicles 3D *. 4/2/2015. Xenoblade Chronicles X. 4/29/2015. Nintendo presents: New Style Boutique 2 - Fashion ...
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SMRT Corp Ltd - PhillipCapital 
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Appendix 5B - Neometals Ltd. 

Dec 31, 2015 - Mining exploration entity and oil and gas exploration entity quarterly report. + See chapter 19 for defined terms. 01/05/2010 Appendix 5B Page ...
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starhub ltd - PhillipCapital 

Feb 26, 2015 - surrounding the stock, before making our final recommendation .... Website: www.phillipcapital.com.au ... as authoritative, without further being subject to the recipient's own independent verification and exercise of judgment.
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Frasers Centrepoint Ltd 

Feb 24, 2014 - Principal Business: FCL is a real estate company with core businesses .... Frasers Centrepoint Asset Management (manager of FCT) from.
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4DS Memory Ltd. 

Sep 1, 2016 - valuation of other ASX-listed memory companies as well as the value of ... data center capacity is projected to be in excess of 10% CAGR in the ..... by Silicon Motion, the US$ 645M acquisition of storage software player Dot ...














[image: alt]





starhub ltd - PhillipCapital 
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