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SIA (600009 CH)

July Operational Data Review

China | Airport | Company Update

Investment Summary

Domestic Passenger Transport has Basically Recovered to Pre-pandemic Levels
Since March

SIA released operational data for July 2021. The aircraft movements increased by 14.64%
yoy and decreased by 0.34% mom; passenger throughput increased by 25.11% yoy and
3.38% mom; cargo and mail throughput increased by 14.88% yoy and decreased by 1.85%
mom.

According to the accumulated data in the first seven months of 2021, the aircraft
movements/passenger  throughput/cargo and mail throughput increased by
32.8%/44.7%/22.9%, respectively compared with the same period of 2020, and decreased
by 25.9%/decreased by 51.3%/increased by 23.4%, respectively compared with the
accumulated operational data in the first seven months of 2019.

On a closer look at regions, at the beginning of 2021, due to the impact of the policy of
"staying put during the Spring Festival", the passenger throughput of domestic routes of SIA
declined greatly yoy. However, with the accelerated vaccine inoculation in China, the
domestic pandemic control tended to be stable, and people's enthusiasm for traveling was
high during the Tomb-sweeping Day holiday and the May Day holiday. Since March, the
domestic aviation operational data (aircraft movements and passenger throughput) of SIA
has continued to rally explosively, which has exceeded the data of the same period in 2019
and achieved triple-digit growth yoy. Since June, with the base rising, the growth rate yoy
has narrowed to double digits, and the aircraft movements increased by about 10%
compared with that of the same period in 2019. In the first seven months, the aircraft
movements/passenger throughput of domestic routes increased by 72%/93% yoy,
respectively, and was 4.8% higher/53% lower than that in 2019.

Since August, due to the outbreak of the secondary pandemic in some cities, the domestic
air passenger transport market had to wind up the travel rush during the summer vacation
in advance after experiencing a strong rally. At present, the overall planned domestic
transport capacity is 67.2% of that at the same period in 2019. Whether the pandemic can
be effectively controlled is the key to whether the domestic air passenger transport market
can bottom out again and realize the peak season during the golden week of the National
Day Holiday and even the Spring Festival at the end of the year.

International and regional routes continue to be under pressure due to the policies of
strictly controlling the entry and preventing the imported pandemic cases. Although the yoy
data (aircraft movements and passenger throughput) have turned positive, the aircraft
movements of international routes are only about 40% of that in 2019, and that of regional
routes is only about 50%. Because airlines strictly control the P L /F, the passenger
throughput of international routes is less than 3% before the pandemic in 2019, and the
regional routes only recover to about 13-17%. We think that the "Five - Ones" policy of the
Civil Aviation Administration of China has not been liberalized, and it is unlikely that the anti-
pandemic policy will be relaxed in the short term. The performance elasticity of SIA is mainly
determined by the recovery of the domestic market.
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KEY FINANCIALS

CNY mn FY20 FY21E FY22E FY23E
Net Sales 4303 6372 9197 12753
Net Profit -1274 264 2466 4558
EPS, CNY -0.66 0.14 1.28 2.37
P/E, x NA 283.3 303 164
BVPS, CNY 15.16 15.30 16.55 18.71
P/BV, x 2.6 2.5 2.3 2.1
DPS (CNY) 0.00 0.03 043 0.8
Div. Yield (%) 0.0% 0.1% 13% 2.6%

Source: Company reports, Phillip Securities Est.
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Overall Listing is Completed after Private Placement

SIA announced in June that it plans to acquire Honggiao Airport, The logistics
company and No.4 Runway in Pudong by issuing shares to purchase assets to solve
the problem of horizontal competition. The acquisition consideration has yet to be
determined. Honggiao Airport currently has two terminals and two runways. The
owner's equity at the end of 2020 was RMB7.9 billion, the net profit in 2019 was
RMB510 million, and the loss due to the pandemic in 2020 was RMB230 million.
Honggiao Airport mainly operates domestic routes. The asset injection will help SIA
to optimize the allocation of aviation resources at Pudong and Honggiao Airport,
improve operational efficiency and regional traffic collection capacity, and better
serve the Yangtze River Delta Economic Belt.

The logistics company's owner's equity at the end of 2020 was RMB1.93 billion, its
net profit in 2019 was RMB600 million, and its net profit in 2020 was RMB570 million,
which shows excellent profitability. The logistics company carries out freight business
around airports in Shanghai, which has strong common benefits with the two airports
in Shanghai. The asset injection will help the Company to establish an air freight
system with the world first class as the benchmark, optimize the freight landscape,
improve the efficiency of customs clearance at ports, and create new profit growth
points for the Company.

After the adjustment of accounting standards in 2021, the entry of operating lease
into the balance sheet greatly increased the liability/asset ratio of the Company (the
Company leased runways, terminal buildings and other assets to the controlling
shareholders). The injection of the No.4 Runway in Pudong Airport will reduce the
lease cost of the Company, improve the liability/asset situation and advance the
performance level.

Investment Thesis

We think that with the progress of vaccines, although there will still be challenges
and setbacks, the dawn of the road to recovery has been clear, the airport
encumbered by the pandemic has passed the darkest period, and the future
performance of the Company is more inclined to grow than decline. In addition, as
the injection of additional assets has not yet been completed, the relevant impact
will not be considered for the time being. We lowered the EBITDA predicted value of
SIA in 2021/2022, introduced the predicted value in 2023, and correspondingly
lowered the target price to RMB56.3 (formerly RMB81), and the "BUY" rating is given.
(Closing price as at 23 August)

Valuation Trend

600009 CH Equity

Source: Bloomberg, Company, Phillip Securities Hong Kong Research
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Financials

FYE DEC FY19 FY20 FY21F FY22F FY23F
Valuation Ratios

P/E (X), ad]. 14.9 NA 283.3 30.3 16.4
P/EBITDA 10.3 NA 52.1 17.8 11.0
P/B (X) 2.3 26 2.5 2.3 2.1
Dividend Yield (%) 2.0% 0.0% 0.1% 1.1% 2.2%
Per share data (RMB)

EPS, (Basic) 2.61 -0.66 0.14 1.28 2.37
EPS, (Diluted) 261 -0.66 0.14 1.28 2.37
DPS 0.79 0.00 0.03 0.43 0.85
BVPS 16.61 15.16 15.30 16.59 18.71
EBITDA/Share 3.77 -0.55 0.74 2.19 3.52
Growth & Margins (%)

Growth

Revenue 17.5% 60.7% 48.1% 44.3% 38.7%
EBIT 188% -136.9% -104.6% 2517.1% 89.0%
Net Income, adj. 189% -1253% -1207%  834.2% 84.8%
Margins

Gross margin 51.1% 53.5% -5.3% 21.2% 33.0%
EBIT margin 59.0% -55.3% 1.7% 31.2% 42.5%
Net Profit Margin 46.0% -29.6% 4.1% 26.8% 35.7%
Key Ratios

ROE 16.7% 4.1% 0.9% 8.0% 13.4%
Income Statement (RMB mn)

Revenue 10945 4303 6372 9197 12753
Gross profit 5594 2302 -338 1950 4208
EBIT 6459 2381 110 2870 5425
Profit before tax 6668 -1516 329 3168 5765
Tax 1407 347 67 643 1095
Profit for the period 5261 -1169 262 2525 4670
Minority interests 231 106 -2 59 112
Total capital share 1927 1927 1927 1927 1927
Net profit 5030 1274 264 2466 4558
Source: PSR

(Closing price as at 23 August)
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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.
© 2021 Phillip Securities (Hong Kong) Limited
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