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Wait for and observe the recovery of consuming capacity in
the short run

China | Airport | Company Update

Investment Summary

Revenue Restored to 1.1 Times while Profit was Only 30% of Pre-pandemic Level

In the first three quarters of 2024, Shanghai Airport (Group) Company, Ltd. ("AVINEX" or the
"Company") reported operating revenue of RMB9.19 billion, up 16% yoy, and net profit
attributable to the parent company of RMB1.2 billion, up 142% yoy. The growth in operating
revenue was mainly driven by the low base effect resulting from the pandemic overpeak in
the first quarter of last year, and the increase in the Company's aviation revenue, benefiting
from the ongoing restoration of operational performance, which, however, was partially
offset by a decline in non-aviation revenue due to a cut in the sales commission rate for
duty-free goods. Compared with the pre-pandemic level, the Company's revenue restored to
112% of the same period in 2019, but the net profit attributable to the parent company
lagged far behind at only 30%.

International Routes Experienced Sharp Rebound, Driving Continued Restoration
of Operational Performance

In the first three quarters, the Company's air passenger markets experienced a rapid
recovery and sustained strong growth.

Owing to the sharp rebound of international routes, the aircraft movements, passenger
throughput and cargo and mail throughput of Shanghai Pudong International Airport
("Pudong Airport") increased by 27.1%, 48.8% and 11%, respectively, reaching 103%, 99.6%
and 105% of the same period in 2019. Specifically, domestic routes saw the sharpest
rebound, with aircraft movements, passenger throughput and cargo and mail throughput up
by 9.4%, 22.5% and 25.6% yoy, respectively, reaching 117.7%, 119.8% and 101.7% of the
same period in 2019; international routes recorded higher growth rates, with aircraft
movements, passenger throughput and cargo and mail throughput up by 85.6%, 150% and
10.2% yoy, respectively, reaching 88.6%, 81.6% and 106.7% of the same period in 2019.
Shanghai Honggiao International Airport ("Honggiao Airport") maintained rapid growth on
last year's high base, with aircraft movements, passenger throughput and cargo and mail
throughput up by 3.2%, 14.5% and 22.3% yoy, respectively.

In the first three quarters, the total passenger throughput of the two airports reached 93.43
million, with international routes contributing 22.3% (34.7% at Pudong Airport and 6.5% at
Honggiao Airport)..

Non-aviation Revenue Fell Significantly Alongside Revenue from Duty-free Goods
In the first three quarters of 2024, the Company recorded operating revenue of RMB3,127
million and net profit attributable to the parent company of RMB387 million, up 2.5% and
6.2%, respectively, and reaching 113.6% and 29.9% of the same period in 2019. In Q3, the
combined aircraft movements, passenger throughput and cargo and mail throughput of
Pudong Airport and Honggiao Airport increased by 8.0%, 18.7% and 6.8% yoy, respectively,
outpacing the growth in operating revenue. The significant fall in non-aviation revenue
alongside revenue from duty-free goods was the primary cause. In Q3 2024, the Company
saw only RMB267 million of revenue from duty-free contracts, down 49.62% yoy, mainly
because revisions to the duty-free agreement with China Duty Free ("CDF") made at the end
of 2023, which adjusted the calculation method and lowered the proportion of the minimum
monthly sales commission from 42.5% to 18% to 36% according to the status quo of sales of
duty-free goods at airports. In Q1 and Q2, revenue from duty-free goods totaled RMB347
million and RMB301 million, respectively, showing a quarterly decline. The downturn in the
consumption environment was the primary cause.
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CNY mn FY23 FY24E FY25E FY26E
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Net Profit 934 1780 2440 2912
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Investment Revenue and Others Boosted Performance

In Q3, the profit margin on sales was 22.44%, up 0.7 ppts yoy, mainly due to the
relatively stable operating cost that grew by only 1.55% yoy - lower than the 2.46%
growth rate of revenue and much lower than the 18.7% growth rate of business
volume. However, the gross margin remained well below the 51.68% recorded in the
same period in 2019, largely due to a reduced sales commission rate for duty-free
goods, disrupted duty-free channels at airports and weak consumption momentum.
Comparatively, the administration expense ratio was 4.62% and the financial expense
ratio was 4.75%, up 0.06 ppts and 0.41 ppts yoy, respectively, and the net profit ratio
rose by 0.43 ppts yoy to 12.37%.

In Q3, the Company recorded investment revenue of RMB210 million, representing a
yoy increase of 28%, which was driven by the yoy improvement in the operating
benefit of several controlled or invested companies. In H1, the Company's investment
revenue surged by 65% yoy to RMB360 million, with Uni-champion contributing
RMB97 million (compared to a loss of RMB8.39 million in H1 2023) and Shanghai
Pudong International Airport Aviation Fuel Supply Co., Ltd. contributing RMB120
million. On October 30, the Company released the Announcement on Matters
Concerning Compensation for Property Expropriation, stating its intention to accept
RMB689 million in compensation for property expropriation in monetary form. The
time of fulfillment will depend on the completion of property delivery and relevant
formalities.

Investment Thesis

In the new winter-spring flight season in 2024, Pudong Airport's domestic passenger
flight volume is expected to remain stable, while international, Hong Kong, Macao
and Taiwan flights are anticipated to grow by approximately 5.2% yoy. 35 new
intercontinental passenger destinations and more frequent flights to Los Angeles,
London, Sydney, Melbourne, Brisbane, Egypt and Cairo are scheduled. The Company
expects international traffic to continue growing, driving further improvements in
business results through the growth of both aviation and non-aviation revenue. In the
medium and long run, the Company will gain leverage in price negotiations for duty-
free goods and eventually restore its valuation through the growth of international
traffic, supported by the economic advantages of being located at the heart of the
Yangtze River Delta and capacity expansion following the completion of Phase IV
Pudong Airport Scale-up Project. However, it shall wait for and observe the recovery
of consuming capacity in the short run.

We expect the net profit attributable to the parent company for 2024-2026 to be
RMB 17.8/24.4/29.12 billion, EPS to be RMB 0.72/0.98/1.17yuan, and EBITDA per
share to be RMB 2.36/2.71/2.96yuan. Correspondingly adjust the target price to RMB
37.85 (originally RMB 64.5), corresponding to P/EBITDA per share multiples of
16/14/12.8 x, and the "Accumulate" rating is given. (Closing price as at 6 January)

Page | 2 | PHILLIPCAPITAL HONGKONG RESEAREH



P PhillipCapital
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Financials
FYE DEC FY22 FY23 FY24F FY25F FY26F
Valuation Ratios
P/E (X), ad]. NA 88.2 46.3 338 28.3
P/EBITDA NA 17.8 14.0 12.2 11.2
P/B (X) 2.0 20 1.9 1.9 1.8
Dividend Yield (%) 0.0% 0.4% 0.7% 0.9% 1.1%
Per share data (RMB)
EPS, (Basic) -1.26 0.38 0.72 0.98 1.17
EPS, (Diluted) -1.26 0.38 0.72 0.98 1.17
DPS 0.00 0.12 0.22 0.30 0.37
BVPS 16.69 16.46 17.04 17.78 18.69
EBITDA/Share -0.25 1.86 2.36 2.71 2.96
Growth & Margins (%)
Growth
Revenue 47.0% 101.6% 14.1% 12.4% 10.6%
EBIT 82.0% NA 66.1% 27.6% 15.0%
Net Income, adj. 75.1% NA 90.6% 37.0% 19.4%
Margins
Gross margin -64.3% 14.3% 22 3% 24.0% 26.5%
EBIT margin -61.3% 16.4% 23.9% 271% 28.2%
Net Profit Margin -54. 7% 8.5% 14.1% 17.2% 18.6%
Key Ratios
ROE -8.2% 2.3% 4.3% 5.6% 6.4%
Income Statement (RMB mn)
Revenue 5480 11047 12601 14167 15663
Gross profit -3526 1576 2814 3404 4143
EBIT -3359 1811 3007 3838 4415
Profit before tax -3825 1388 2479 3288 3894
Tax -1035 199 372 493 584
Profit for the period -2790 1189 2107 2795 3310
Minority interests 205 255 327 355 398
Total capital share 2488 2488 2488 2488 2488
Net profit -2995 934 1780 2440 2912
Source: PSR

(Closing price as at 6 January)
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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.
© 2025 Phillip Securities (Hong Kong) Limited
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