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Company Profile 
Spring Airlines (hereinafter referred to as the "Company") is the leader of low-cost airlines in 
China, founded in 2004 and based in Shanghai. It adopts a single aircraft model (i.e., the 
Airbus A320 family) and only offers the economy class. The Company raises its passenger 
load factor (P L/F) mainly by attracting travellers through its parent company, Shanghai 
Spring International Travel Service Ltd. (Shanghai Spring Tour), offering charter flights 
through its subsidiaries, and providing special fares. Meanwhile, it enhances the aircraft 
utilisation rate to obtain a remarkable cost advantage by optimising the route structure, 
prolonging flight time, and accelerating turnover. 
 

Investment Summary 
Record-breaking Profits in Peak Season, Doubling Compared to Pre-pandemic Period 
In the third quarter of 2023, Spring Airlines recorded a revenue of RMB6,072 million, up 
105.75% yoy and 37.5% compared to the third quarter of 2019. The net profit attributable to 
the parent company reached RMB1,839 million, a yoy increase of RMB2,331 million 
compared with a loss in the same period of 2022 and a 113% increase compared to the third 
quarter of 2019, which tied all the profit of 2019. Both revenue and profit for the third 
quarter hit a new high for a single quarter since the listing, demonstrating the profit 
elasticity in a booming industry. The Company reported an accumulated revenue of 
RMB14,103 million in the first three quarters of 2023, up 113.52% yoy. Its net profit 
attributable to the parent company stood at RMB2,677 million, up 55.7% compared to the 
same period of 2019, while there was a loss in the third quarter of 2022. The recovery 
progress since this year is far beyond our expectations. 
 
Outperforming Operation Data in Comparison to Peers 
Industry data indicates that in the third quarter of 2023, the domestic aviation industry 
completed 3,409 thousand flight hours, up 73.4% yoy and 7.1% compared to the same 
period in 2019. There were 1,373 thousand aircraft movements accumulatively, up 65.7% 
yoy and 5.5% compared to the same period in 2019. As a leader in domestic low-cost 
aviation, Spring Airlines stands out in its cost control and differentiated operation 
capabilities. Meanwhile, its recovery progress outperforms peers, benefiting from the 
Company's breakthroughs in second-tier airports and network expansion in lower-tier cities. 
In the third quarter, Spring Airlines' RPK exceeded that in the same period by 18.7%. 
Specifically, domestic, international and regional routes recovered to 154.5%, 49.7% and 
48.6% of their levels in 2019, respectively. 
With respect to transport capacity, in the third quarter, the Company's ASK increased by 
16.2% qoq and up 18.9% over the same period in 2019, with domestic growth of 54.5% and 
international and regional decreases of 50.3% and 51.4%, respectively. Spring Airlines 
purchased six aircraft and discarded zero during the first nine months, amounting to a net 
introduction of six. As of the end of September, the Company has been operating a total of 
122 A320 aircraft. Spring Airlines possesses an industry-leading P L /F. In the third quarter, 
its average P L /F was 91.8%, up by 2.9 ppts qoq and only down by 0.15 ppts compared to 
the same period in 2019. The gap has been narrowing season by season compared to the 
pre-pandemic level, with domestic and international decreases by 0.3 ppts and 4.4 ppts over 
the same period in 2019, and an international increase by 9.1 ppts, respectively. 
 
 
 
 
 
 
 

 

BUY (Maintain) 
CMP CNY 52.35 

(Closing price as at 31 January) 

TARGET CNY 65 (+24.2%) 
 
COMPANY DATA 
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KEY FINANCIALS 

CNY mn FY21 FY22F FY23F FY24F 

Net Sales 8369  18113  22982  26213  

Net Profit -3362  2290  3347  4034  

EPS, CNY -3.44 2.34 3.42 4.12 

P/E, x NA 22.4  15.3  12.7  

BVPS, CNY 13.99 16.66 19.73 23.37 

P/BV, x 3.7  3.1  2.7  2.2  
DPS (CNY) 0.00 0.26 0.40 0.50 
Div. Yield (%) 0.0% 0.5% 0.8% 1.0% 

Source: Company reports, Phillip Securities Est. 
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Low-cost Advantage Continues to Thrive in a Booming Industry 
Thanks to the upsurging demands for domestic aviation during the peak summer 
season in 2023, the Company's RPK for the third quarter was RMB0.48, with a yoy 
increase of 16% over the same period of 2019. If the impact of fuel surcharges was 
not taken into consideration, the increase was around 7%. The Company's cost 
control capabilities remained outstanding, with an operating cost per ASK of 
RMB0.31, up 5.8% compared to the same period in 2019. Such an increase was 
mainly attributed to the rise in the average prices of jet fuel and the constraint of 
aircraft utilisation rate due to the pilot shortage, which has not yet returned to the 
levels of the same period in 2019. It is estimated that if the higher oil prices are 
excluded, the unit cost excluding oil is already lower than the pre-pandemic level. The 
combination of cost advantages and a simultaneous increase in passenger volume 
and prices has propelled the Company's profitability to a new high in the third 
quarter, with a gross margin of 31.1% and a net profit margin of 30.3%. In addition, 
the utilisation of tax shields has increased the net profit margin by approximately 5.9 
ppts. 
As for the outlook, according to the Report on 2024 Spring Festival Travel Rush Trend 
issued by Tongcheng Travel on 18 January 2024, the combination of visiting relatives 
and tourism during the Spring Festival travel rush is expected to drive strong demand 
for private travel. At the same time, the visa waiver policies of certain countries 
provide convenience for outbound tourism, and the new regulations on ticket refund 
and rescheduling by airlines effectively reduce the cost of travel for passengers, 
further stimulating the demand for air travel. It is noteworthy that the resumption of 
direct flights between China and the United States is expected to accelerate in 2024, 
which may contribute to the recovery of the international market supply and demand. 
Furthermore, supply chain issues with Boeing and Airbus may potentially slow down 
the industry's capacity recovery. However, such a supply-demand structure remains 
favourable for sustained high prosperity in the industry. For Spring Airlines, in the 
winter and spring flight seasons of 2023, its route time grew by 38.42% compared to 
the same period in 2019, and it is expected that the aircraft utilisation rate will 
further improve with the recovery of international transport capacity and the 
expansion of the pilot workforce. 
 
 

Investment Thesis 
In the past two years, Spring Airlines has exceeded the industry average in terms of 
capacity expansion. By virtue of its excellent cost control and operating capacity, it 
has snatched market shares despite headwinds, which is reflected in its recent 
financial performance. Looking ahead, through the business model of low-cost 
aviation, the Company is expected to keep developing the mass aviation market and 
boasts its prominent competitiveness in sightseeing and low-cost business trips. 
There is still adequate momentum for future growth. Recently, the Company's stock 
price has been affected by various unfavourable factors such as Ashare market 
plummet, sustained increase in fuel prices, and RMB depreciation pressure. As a 
result, its stock price has undergone a continuous adjustment, thus we think the risks 
have been largely released. We believed that the stock price has entered a range of 
undervaluation.. 
We revised the estimate for  net profit for 2023/2024 and introduce forecast for 2025, 
respectively, with the corresponding EPS being RMB 2.34/3.42/4.12 yuan. We lift the 
Company's target price to RMB 65, respectively 19 x P/E, for 2024, a "BUY" rating. (31 
January) 
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Source: Bloomberg, Phillip Securities Hong Kong Research 

 
 
Risk 
Business cycle risk 
Risk of jet fuel price fluctuation 
Public health outbreak risk 
Exchange rate fluctuation risk 

 

 

Financials 
FYE DEC  FY21 FY22 FY23F FY24F FY25F 

Valuation Ratios           

P/E (X), adj. 1,227.1  NA 22.4  15.3  12.7  

P/B (X) 3.5  3.7  3.1  2.7  2.2  

Dividend Yield (%) 0.0% 0.0% 0.5% 0.8% 1.0% 

Per share data (RMB)           

EPS, (Basic) 0.04  -3.44  2.34  3.42  4.12  

EPS, (Diluted) 0.04  -3.44  2.34  3.42  4.12  

DPS 0.00  0.00  0.26  0.40  0.50  

BVPS 15.00  13.99  16.66  19.73  23.37  

Growth & Margins (%)           

Growth           

Revenue 15.8% -22.9% 116.4% 26.9% 14.1% 

EBIT NA -1054.2% -226.2% 36.9% 18.2% 

Net Income, adj. NA -8696.0% -168.1% 46.2% 20.5% 

Margins           

Gross margin -4.4% -38.5% 17.1% 18.7% 19.6% 

EBIT margin 2.7% -33.4% 19.5% 21.0% 21.8% 

Net Profit Margin 0.4% -40.2% 12.6% 14.6% 15.4% 

Key Ratios           

ROE 0.3% -23.7% 15.3% 18.8% 19.1% 

            

Income Statement (RMB mn)           

Revenue 10858  8369  18113  22982  26213  

Gross profit -473  -3221  3100  4286  5125  

EBIT 293  -2794  3527  4827  5706  

Profit before tax 16  -3399  3117  4280  5107  

Tax -21  -37  827  933  1072  

Profit for the period 37  -3362  2290  3347  4034  

Minority interests -2  0  0  0  0  

Total capital share 917  979  979  979  979  

Net profit 39  -3362  2290  3347  4034  

Source: PSR            

(Closing price as at 31 January)



 
 

Page | 4 | PHILLIPCAPITAL HONGKONG RESEARCH 

Spring Airlines UPDATE REPORT 

 

PHILLIP RESEARCH STOCK SELECTION SYSTEMS 

 
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.   

©  2024 Phillip Securities (Hong Kong) Limited 

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 
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