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Expected Total Return (%) 11.6%
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Market Cap. (HKD bn) 60,109

Enterprise Value (HKD mn) 96,663
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Key Financial Summary
FYE 12/12F 12/13F 12/14F 12/15F
Revenue (HK$ mn) 99,376 102,157 108,603 115,464
Net Profit, adj. (HK$ mn) 916 2,700 3,820 4,739
EPS, adj. (HK$) 0.23 0.69 0.97 1.20
P/E (X),ad]. 65.6 223 15.7 12.7
BVPS (HK$) 14.57 15.15 15.64 16.21
P/B (X) 1.0 1.0 1.0 0.9
DPS (HK$) 0.08 0.22 0.38 0.50
Div. Yield (%) 0.5% 1.4% 2.5% 3.3%

Source: Bloomberg, PSR est.

*All multiples & yields based on current market price
Valuation Method
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Fig 1. 2013H Financial data of Cathay

(HK$ m) 2013H1 2012H2 2012H1 yoy%  hoh %
Passenger revenue 34978 35420 34713 0.8% -1.2%
Cargo revenue 11278 12658 11897 -52%  -10.9%
Other revenue 2328 2437 2251 3.4% -4.5%
Revenue 48584 50515 48861 -0.6% -3.8%
Labour costs (8432) (8027) (8046) 4.8% 5.0%
Passenger charges (1986) (2038) (1979) 0.4% -2.6%
Take-off & landing and flight charges (6668) (6889) (6714) -0.7% -3.2%
Jet fuel expenses (18674) (20063) (20407) -8.5% -6.9%
AC maintenance (3861) (3554) (4643) -16.8% 8.6%
AIC depreciation and leasing (4565)  (4464)  (4415) 3.4% 2.3%
Other depreciation and leasing (889) (763) (669) 32.9% 16.5%
Commission expenses (386) (389) (388) -0.5% -0.8%
Other expense (2088)  (2229) (1911) 9.3% -6.3%
Total operating expenses (47549) (48416) (49172) -3.3% -1.8%
Operating profit 1,035 2099 (311) 432.8% -50.7%
Net financing costs (542) (503) (381) 42.3% 7.8%
Associates (155) 712 (71) 1183% -121.8%
pre-tax profit 338 2308 (763) 144.3%

Tax (173)  (360) (57) 203.5%

Profit after tax 165 1948 (820) -120.1%

Minority interests (141) (103) (109) 29.4%
Attributable net profit 24 1845 (929) 102.6%

EPS (HKS) 0.006 0.469  (0.236) 102.5%

Operating margin 2.1% 42%  -0.6%

Net margin 0.05% 3.7%  -1.9%

Source: Company reports, Phillip Securities
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Fig 2. 2013 8M operating data of Cathay

CATHAY PACIFIC / yoy Cumulative  yod
DRAGONAIR COMBINED Aug-13 Aug-12 Aug-13
CAPACITY % %
RPK (000)
- Mainland China 788,413 7.30% 5,551,769 4.50%
- North East Asia 1,266,605 7.90% 8,806,407 7.30%
- South East Asia 1,346,332 0.80% 9,783,368 3.50%
- India, Middle East, Pakistan 711,504 7.20% 5,423,041 -4.30%
- South West Pacific & Soutl 1,177,948 5.50% 9,251,878 -1.20%
- North America 2,459,504 -3.60% 18,011,314, -10.30%
- Europe 1,826,657 11.30% 12,666,791 2.00%
RPK Total (000) 9,576,963 3.90% 69,494,568 -1.40%
Passengers carried 2,749,582 5.30% 19,925,807 2.60%
Cargo and mail revenue tonne 711,629 1.40% 5,551,131|  -3.40%
Cargo and mail carried (000k¢ 122,724 0.30% 986,196  -1.50%
Number of flights 6,197 5.10% 47,394 5.20%
Passenger load factor 1 3.6pt 1 1.9pt
Available cargo/mail tonne ko 1,211,402 6.90% 9,003,899 0.30%
Cargo and mail load factor 1 -3.2pt 1 -2.3pt
ATK (000) 2,261,875 3.40% 17,016,329 -1.60%

Source: Company reports, Phillip Securities
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Fig 3. Monthly traffic growth of Cathay (%)
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Fig 4. Passenger Load Factor of Cathay (%)
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Fig 5. Cargo Load Factor of Cathay (%)
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Fig 7. Peer Comparison
BEst BEst BEst
Name Ticker ?ﬂg; (,\:A?IF)’ gf; P/B: E'/EES( PIE. EV/BEst P/B E,?A ROE
Y+1 Y+1 EBITDA
QANTAS AIRWAYS LTD QAN AU 2934 0.5 0.5 29.9 | 12.3 3.5 0.5 0.0 0.1
VIRGIN AUSTRALIA VAH AU 1014 1.1 1.0 41.5  16.0 7.4 1.0 -2.3 -10.0
AIR CANADA-CLASS A AC/A CN 1256 N/A N/A 7.0 4.5 2.7 N/A 1.6 N/A
AIR CHINA LTD-A 601111 CH 8722 0.9 0.9 9.2 8.4 7.2 1.1 26 9.6
CHINA EASTERN 600115 CH 5552 1.3 1.2 18.6 = 11.6 8.6 1.1 22 137
HAINAN AIRLINES 600221 CH 4072 N/A N/A | 10.2 8.9 N/A 1.3 23 101
DEUTSCHE LUFTHANSA LHA GR 8822 0.9 0.9 129 83 2.8 1.3 32 122
RYANAIR RYA ID 11830 2.4 2.2 14.8  12.4 7.8 28 6.0 173
INTL CONSOLIDATED
AIRLINE IAG LN 10845 2.0 1.7 312 118 5.3 3.4 57 -186
EASYJET PLC EZJLN 7869 2.4 2.1 13.4 | 11.9 7.2 29 6.7 146
CATHAY 293 HK 7752 1.0 1.0 25.1 135 8.4 1.0 1.2 1.6
CHINA EASTERN 670 HK 5552 0.9 0.9 9.4 8.4 8.8 1.1 22 137
CHINA SOUTHERN 1055 HK 4310 0.6 0.6 11.5 8.5 8.4 0.7 18 8.1
JET AIRWAYS INDIA LTD JETIN IN 485 N/A N/A N/A | 14.8 11.5 N/A | -4.0 N/A
ANA HOLDINGS INC 9202 JP 7692 1.0 0.9 18.8 = 15.5 5.2 1.0 1.7 6.6
KOREAN AIR 003490 KS 1957 0.9 0.9 N/A  NA 9.2 0.7 11 9.8
ASIANA AIRLINES 020560 KS 911 1.1 1.1 N/A | 77.5 13.1 1.0 1.0 6.6
AIRASIA BHD AIRA MK 2294 1.3 1.1 9.9 8.4 8.1 1.6 43 369
MALAYSIAN AIRLINE MAS MK 1782 1.2 1.2 N/A | NA 14.8 1.2 -19 -27.3
SINGAPORE AIRLINES  SIA SP 9547 0.9 0.9 20.8  16.3 3.2 09 19 2.9
THAI AIRWAYS THAI TB 1487 0.7 0.6 16.4 9.4 6.6 0.7 13 9.5
CHINA AIRLINES LTD 2610 TT 1894 1.0 1.0 16.4 9.5 11.1 1.1 -01 01
EVA AIRWAYS CORP 2618 TT 1814 1.4 1.3 28.2 149 8.9 1.6 0.2 1.4
DELTA AIR LINES INC DAL US 20805 101.0 8.1 8.2 8.0 5.8 N/A 39 N/A
UNITED CONTINENTAL HCUAL US 10706 7.6 3.2 11.4 | 6.7 4.8 8.8 -1.5 -63.2
SOUTHWEST AIRLINES C LUV US 10558 1.5 1.4 149  12.6 4.7 1.6 20 6.1
JETBLUE AIRWAYS CORIJBLU US 1880 1.0 0.9 14.4  10.7 5.6 1.0 13 7.0
AMR CORP AAMRQ US 1684 N/A N/A 2.1 1.7 2.2 N/A -0.4  N/A

Source: Bloomberg, Phillip Securities
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FYE DEC FY10 FY11l FY12 FY13F FY14F FY15F
Valuation Ratios
PIE (X), adj. 4.3 10.9 65.6 223 15.7 12.7
P/B (X) 11 11 10 1.0 1.0 0.9
Dividend Yield (%) 7.3% 3.4% 0.5% 1.4% 2.5% 3.3%
Per share data (HK$)
EPS, reported 3.57 1.40 0.233 0.686 0.971 1.205
EPS, adi. 3.57 1.40 0.233 0.686 0.971 1.205
DPS 111 0.52 0.08 0.22 0.38 0.50
BVPS 13.80 14.19 14.57 15.15 15.64 16.21
Growth & Margins (%)
Growth
Revenue 33.7% 9.9% 1.0% 2.8% 6.3% 6.3%
EBIT 187.8% -47.1% -66.3% 96.4% 30.1% 18.0%
Net Income, adj. 199.3% -60.8% -83.3%  194.8% 41.5% 24.0%
Margins
EBIT margin 15.2% 7.3% 2.4% 4.7% 5.7% 6.3%
Net Profit Margin 15.7% 5.6% 0.9% 2.6% 3.5% 4.1%
Key ratios
ROE 29.1% 10.0% 1.6% 4.6% 6.3% 7.6%
Dividend payout ratio 31.1% 37.2% 34.4% 32.1% 39.1% 41.5%
Income Statement (HK$ mn)
Revenue 89,524 98,406 99,376 102,157 108,603 115,464
Operating expenses (78,471)  (92,906) (97,588) (97,529) (103,086) (108,940)
-Jet fuel cost (28,276)  (38,877) (40,470) (38,188) (40,183) (42,375)
Profit from operations 11,053 5,500 1,788 4,628 5,517 6,524
Financial costs (978) (744) (884) (1,271) (1,382) (1,373)
Share of profits and losses of associates 2,587 1,717 641 143 692 803
Profit before tax 15,695 6,473 1,545 3,500 4,827 5,954
Tax (1,462) (803) (417) (533) (652) (792)
Profit for the period 14,233 5,670 1,128 2,967 4,175 5,162
Minority interests (185) (169) (212) (267) (355) (423)
Net profit 14,048 5,501 916 2,700 3,820 4,739
Source: PSR
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Ratings History

25 _| Market Price

Targot Price - - — - Source: Bloomberg, PSR
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PSR Rating System

Total Returns Recommendation Rating
> +20% Buy 1
+5% to +20% Accumulate 2
-5% to +5% Neutral 3
-5% to -20% Reduce 4
<-20% Sell 5
REMETS

We do not base our recommendations entirely on the above quantitative return bands.
We consider qualitative factors like (but not limited to) a stock's risk rew ard profile, market
sentiment, recent rate of share price appreciation, presence or absence of stock price

catalysts, and speculative undertones surrounding the stock, before making our final
recommendation
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PHILLIP RESEARCH STOCK SELECTION SYSTEMS

Total Return Recommendation Rating Remarks
>+20% Buy 1 >20% upside from the current price
+5% to +20% Accumulate 2 +5% to +20%upside from the current price
-5% to +5% Neutral 3 Trade within * 5% from the current price
-5% to -20% Reduce 4 -5% to -20% downside from the current price
<-20% Sell 5 >20%downside from the current price

We do not base our recommendations entirely on the above quantitative return bands. We consider qualitative factors like (but not limited to) a stock's risk
reward profile, market sentiment, recent rate of share price appreciation, presence or absence of stock price catalysts, and speculative undertones
surrounding the stock, before making our final recommendation

GENERAL DISCLAIMER
This publication is prepared by Phillip Securities (Hong Kong) Ltd (“Phillip Securities”). By receiving or reading this publication, you agree to be bound by the
terms and limitations set out below.

This publication shall not be reproduced in whole or in part, distributed or published by you for any purpose. Phillip Securities shall not be liable for any direct
or consequential loss arising from any use of material contained in this publication.

The information contained in this publication has been obtained from public sources which Phillip Securities has no reason to believe are unreliable and any
analysis, forecasts, projections, expectations and opinions (collectively the “Research”) contained in this publication are based on such information and are
expressions of belief only. Phillip Securities has not verified this information and no representation or warranty, express or implied, is made that such
information or Research is accurate, complete or verified or should be relied upon as such. Any such information or Research contained in this publication is
subject to change, and Phillip Securities shall not have any responsibility to maintain the information or Research made available or to supply any
corrections, updates or releases in connection therewith. In no event will Phillip Securities be liable for any special, indirect, incidental or consequential
damages which may be incurred from the use of the information or Research made available, even if it has been advised of the possibility of such damages.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are subject to change at
any time without prior notice.

This material 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 material may not be suitable for all investors and a person receiving or reading this material should
seek advice from a financial adviser regarding 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 publication should not be relied upon as authoritative without further being subject to the recipient’'s own independent verification and exercise of
judgment. The fact that this publication has been made available constitutes neither a recommendation to enter into a particular transaction nor a
representation that any product described in this material is suitable or appropriate for the recipient. Recipients should be aware that many of the products
which may be described in this publication 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 a security. Any decision to purchase securities mentioned in
this research should take into account existing public information, including any registered prospectus in respect of such security.

Disclosure of Interest

Analyst Disclosure: Neither the analyst(s) preparing this report nor his associate has any financial interest in or serves as an officer of the listed corporation
covered in this report.

Firm’s Disclosure: Phillip Securities does not have any investment banking relationship with the listed corporation covered in this report nor any financial
interest of 1% or more of the market capitalization in the listed corporation. In addition, no executive staff of Phillip Securities serves as an officer of the listed
corporation.

Availability

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 to any
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

Information contained herein is based on sources that Phillip Securities (Hong Kong) Limited (“PSHK”) believed to be accurate. PSHK does not bear
responsibility for any loss occasioned by reliance placed upon the contents hereof. PSHK (or its affiliates or employees) may have positions in relevant
investment products. For details of different product's risks, please visit the Risk Disclosures Statement on http://www.phillip.com.hk.

© 2013 Phillip Securities (Hong Kong) Limited
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