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COMPANY RESULTS
SATS (SATS SP)

FY24: Results Beat Expectations; Earnings Recovery To Accelerate In FY25

SATS’ FY24 net profit of $$56.4m beat our forecast of S$41.4m, due to slightly better-
than-expected margins and higher-than-expected JV/associate contribution in 4QFY24.
SATS declared a final dividend of 1.5 S cents for FY24. We raise our FY25 net profit
forecast by 36% to S$215m while maintaining FY26 forecast unchanged at $$285m. In
its strategy update, management announced an aggressive target revenue of S$8b by
2028 with a 15% ROE. Maintain BUY and target price of $$3.22.

FY24 RESULTS
Year to 31 Mar 4QFY24  3QFY24 goq 4QFY23 yoy FY24 FY23 yoy
(S$m) % chg % chg % chg
Revenue 13377 13541 -12 4781  +179.8 5,150 1,758  +1929
- food solutions 297.3 2945 +1.0 233.8 +27.2 1,108 869 +27.4
- gateway services 1,040.2 1,059.6 -1.8 2439  +326.5 4,041 889  +354.8
Total operating cost 1,248.9 1,270.7 17 4827  +158.7 4,905 1,806  +171.6
EBIT 88.8 834 +6.5 -4.6 n.m. 2442 -48.0 n.m.
- food solutions 21.7 6.7  +2239 -13 n.m. 275 -33.8 n.m.
- gateway services 64.1 97.3 -34.1 9.1 +604.4 249.0 2.0 n.m.
JV/associate contribution 30.9 34.6 -10.7 17.6 +75.6 110.0 454 +142.3
Net Profit (reported) 327 315 +3.8 55  +4945 56.4 -26.5 n.m.
Core net profit 473 318 +48.7 219  +116.0 785 -26.7 n.m.
Core net profit excl. reliefs 473 31.8 +48.7 41 +1053.7 785 -717.8 n.m.

*Core net profits are based on SATS' adjustment
Source: SATS, UOB Kay Hian

RESULTS

o FY24 results beat expectations. SATS' FY24 headline net profit came in above our
expectations at S$56.4m (FY23: loss of S$26.5m), compared with our full-year forecast of
S$41.4m. The beat was mainly attributable to: a) slightly better-than-expected operating
margins, and b) higher-than-expected contribution from JVs and associates. Despite overall
weaker seasonality, SATS managed to achieve qoq higher net profit in 4QFY24 at S$32.7m
(3QFY24: S$31.5m). The qoq increase was driven by better performance in APAC under
SATS' original businesses which benefitted from better operating leverage. On the other
hand, WFS posted qoq lower operating profit of S$38.7m in 4QFY24 (3QFY24: S$67.5m), in
line with the weaker seasonality. Note that SATS' 4QFY24 headline net profit was adversely
impacted by several one-off items, such as integration expenses and impairments of some
legacy investments. Excluding these one-off items, SATS' 4QFY24 and FY24 core earnings
stood at S$47.3m and S$78.5m, respectively.

Resumes dividend payment. SATS resumed dividend payment with a final dividend of 1.5
S cents declared for FY24.

Net gearing remained adequate. SATS' net gearing stood at 80.2% as at end-FY24, a
moderate improvement from the 90% level immediately after the WFS acquisition.

KEY FINANCIALS

Year to 31 Mar (S$m) 2023 2024 2025F 2026F 2027F
Net turnover 1,758 5,150 5,696 6,027 6,270
Adj. EBITDA 128 781 1,005 1,122 1,152
Operating profit (48) 244 458 544 556
Net profit (rep./act.) (27) 53 215 285 310
EPS (S$ cent) (2.2) 3.6 14.4 191 20.8
PE (x) n.m. 78.2 19.3 14.6 13.4
P/B (x) 1.8 1.8 1.6 1.5 1.4
EV/adj. EBITDA (x) 57.8 13.9 9.5 8.2 8.0
Dividend yield (%) 0.0 0.5 2.6 34 3.7
Net margin (%) (1.5) 1.0 3.8 47 4.9
Net debt/(cash) to equity (%) (39.8) 80.2 72.3 64.4 52.4
ROE (%) n.a. 23 8.8 10.9 111
Consensus net profit - - 156 223 260
UOBKH/Consensus (x) - - 1.38 1.28 1.19

Source: SATS, Bloomberg, UOB Kay Hian

BUY

(Maintained)

Share Price S$2.79
Target Price S$$3.22
Upside +15.5%

COMPANY DESCRIPTION

A leading food solutions provider in Asia and a
global leader in aviation gateway services.
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STOCK IMPACT

o Expect SATS' earnings recovery to gain traction in FY25. We expect SATS' earnings
recovery should accelerate in FY25, driven by the following positive factors: a) SATS'
contract renewal with its major customer Singapore Airlines (the terms are currently being
finalised, with renewed rates to be applied retrospectively from 1 Apr 24), which should allow
SATS to pass down some inflationary cost pressure, b) SATS' plans to impose a new cargo
handling fee of S$0.04 per kilogram on some imported air cargo, effective from 1 Aug 24, c)
further potential interest cost savings from the refinancing of SATS' remaining € bridging
loan (about S$800m worth) related to the WFS acquisition, to be completed by Nov 24, d)
continued recovery/growth of global air cargo and inflight catering demand and favourable
operating leverage. We have lifted our FY25 earnings forecast for SATS to S$215m, to
reflect the results beat and the abovementioned positive factors.

Ambitious target of S$8b revenue by 2028 with 15% ROE. Together with the results
release, SATS provided a strategy update, establishing aspirational targets for S$8b
revenue by 2028 (FY24: S$5.15b) with a 15% ROE (benchmarked to SATS' historical ROE
levels before the pandemic and the WFS acquisition).

- Revenue target: Management expects the revenue mix by 2028 to not deviate much
from SATS' current revenue mix (FY24: 49% from cargo, 29% from ground handling, 21%
from food solutions), and shared that key means to achieving the revenue target may
include organic growth, bolt-on acquisitions and possible consolidation of some
JV/associate entities by acquiring additional stakes.

- ROE target: The 15% ROE target (implying FY28 net profit of S$450m, compared with
our current FY28F net profit projection of S$325m or ROE of about 11%), is a challenging
but not an impossible target, hinging on the following key factors, including: a) SATS
successfully integrating WFS, realising (or possibly overachieving) its synergy target of
S$100m p.a. at EBITDA levels; b) tight cost control; ¢) normal air cargo market with
reasonably strong growth in the next few years; d) SATS achieving optimal capacity
utilisation and operation scale, which will allow it to enjoy favourable operating leverage,
and e) SATS optimising its capital structure by maintaining an adequate net gearing. We
think SATS' 2028 targets should be deemed a blue-sky scenario at this juncture.

EARNINGS REVISION/RISKS

e Raise FY25 earnings forecast by 36% to S$215m, to reflect the results beat and a
stronger earnings recovery momentum. We keep our FY26 earnings forecast at S$285m.

¢ Key risks: a) macroeconomic headwinds and/or geopolitical tensions dampening global air
cargo volume, and b) slower-than-expected regional air travel recovery.

VALUATION/RECOMMENDATION

o Maintain BUY and target price of $$3.22. Our target price remains based on a 16.8x
FY26F PE, 1SD below SATS' historical mean PE of 19.9x. The -1SD PE peg takes into
account today's higher interest rate environment than the historical reference timeframe as
well as SATS's net gearing position vs historical net cash position.

SHARE PRICE CATALYST
o SATS delivering strong earnings growth and realising forecasted synergy.

SEQUENTIAL CORE EARNINGS IMPROVEMENT IN  4QFY24 REVENUE DIPPED 1.2% QOQ DUE TO
THE PAST FEW QUARTERS WEAKER SEASONALITY IN CARGO

Core earnings, ex-relief (S$m) Revenue by segment (S$'m)
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GLOBAL MANUFACTURING PMI AND NEW EXPORT
ORDER SUB INDEX BOTH STOOD ABOVE 50
LEVELS IN APR 24, INDICATING AN IMPROVING
GLOBAL TRADE OUTLOOK
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GLOBAL AIR CARGO VOLUME ACHIEVED DOUBLE-
DIGIT GROWTH IN 4M24

New export orders sub-index
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MEALS SERVED BY SATS ROSE 5.8% QOQ DUE TO
MORE AVIATION MEALS PRODUCED

Meals served (m)
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CARGO VOLUME HANDLED DIPPED 0.9% QOQ IN
4QFY24 DUE TO WEAKER SEASONALITY

Cargo handled (‘000 tonnes)
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REVENUE BREAKDOWN BY BUSINESS AND
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PROFIT & LOSS
Year to 31 Mar (S$m)

Net turnover

EBITDA

Deprec. & amort.

EBIT

Total other non-operating income
Associate contributions

Net interest income/(expense)
Pre-tax profit

Tax

Minorities

Net profit

CASH FLOW
Year to 31 Mar (S$m)

Operating

Pre-tax profit

Tax

Deprec. & amort.
Associates

Working capital changes
Non-cash items

Other operating cashflows
Investing

Capex (maintenance)
Investments

Proceeds from sale of assets
Others

Financing

Dividend payments

Issue of shares

Proceeds from borrowings
Loan repayment
Othersfinterest paid

Net cash inflow (outflow)

Beginning cash & cash equivalent

Changes due to forex impact

Ending cash & cash equivalent

2024
5,149.6
780.6
536.4
244.2
(1.2)
110.0
(236.7)
116.3
(55.8)
(7.3)
532

2024
512.1
116.3
(27.6)
536.4

(110.0)
(89.4)
25

83.9
(1,706.0)
(185.6)
(1,647.6)
60.8
66.4
(292.0)
0.0

0.0
2,333.2
(2,237.1)
(388.1)
(1,485.9)
2,148.4
(3.5)
659.0

2025F
5,696.2
1,004.7
546.8
4579
40
110.0
(235.0)
336.9
(104.6)
(17.0)
2153

2025F
633.7
336.9
(104.6)
546.8
(110.0)
(10.4)
40
(29.0)
(212.8)
(311.5)
0.0
0.0
98.7
(537.5)
(65.5)
0.0
0.0
(200.0)
(272.0)
(116.7)
659.0
0.0
542.3

2026F
6,026.6
1,1222
5785
543.7
00
112.2
(227.7)
4282
(124.2)
(18.7)
2853

2026F
7446
4282
(124.2)
578.5
(112.2)
(10.8)
0.0
(15.0)
(222.1)
(312.3)
0.0
0.0
90.2
(625.0)
(121.9)
0.0
0.0
(200.0)
(303.1)
(102.5)
542.3
0.0
4398

2027F
6,270.0
1,152.0
595.7
556.4
0.0
1144
(214.9)
4559
(127.1)
(19.3)
309.5

2027F
783.9
4559
(127.1)
595.7
(114.9)
(11.1)
0.0
(15.0)
(162.0)
(253.7)
0.0
0.0
917
(600.4)
(85.8)
0.0
0.0
(200.0)
(314.6)
215
4398
00
4613

BALANCE SHEET
Year to 31 Mar (S$m)

Fixed assets

Other LT assets
Cash/ST investment
Other current assets
Total assets

ST debt

Other current liabilities
LT debt

Other LT liabilities
Shareholders' equity
Minority interest

Total liabilities & equity

KEY METRICS
Year to 31 Mar (%)

Profitability
EBITDA margin
Pre-tax margin
Net margin
ROA

ROE

Growth
Turnover
EBITDA
Pre-tax profit
Net profit
EPS

Leverage

Debt to total capital

Debt to equity

Net debt/(cash) to equity

2024
2,123.0
4,407.3

659.0
1,290.7
8,480.0
1,355.2
1,435.8
2,736.9

392.6
2,375.0

184.5
8,480.0

2024

15.2
2.3
1.0
08
2.3

192.9
510.8
na.
na.

n.a.

61.5
106.0
80.2

2025F
2,220.2
4,383.2
542.3
1,314.9
8,460.6
1,355.2
1,449.6
2,536.9
392.6
2,524.8
2015
8,460.6

2025F

17.6
5.9
38
25
8.8

10.6
28.7
189.7
304.6
304.6

58.8
92.1
72.3

2026F
2,317.4
4,359.7
439.8
1,339.6
8,456.6
1,355.2
1,463.6
2,336.9
392.6
2,688.1
220.2
8,456.6

2026F

18.6
7.1
4.7
34

10.9

5.8
11.7
27.1
325
325

55.9
79.5
64.4

2027F
2,350.5
43371
461.3
1,364.8
8,513.7
1,355.2
1477.7
2,136.9
392.6
2,911.9
239.5
8,513.7

2027F

18.4
7.3
4.9
3.6

111

4.0
2.7
6.5
8.5
8.5

52.6
67.0
524
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (‘UOBKH”), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.
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Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst is based upon various factors, including UOBKH'’s total revenues, a portion of which are
generated from UOBKH'’s business of dealing in securities.

Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the
following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; and

(i) 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, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
the UK is intended only for institutional clients.

United This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its
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