
  

Thursday ,  01  December  2022

23 Refer to last page for important disclosures. 

R e g i o n a l  M o r n i n g  N o t e s  

 

COMPANY UPDATE  HOLD 
(Maintained) 
Share Price S$5.50 
Target Price S$5.35 
Upside -2.8% 
(Previous TP S$5.18) 

COMPANY DESCRIPTION 
Singapore's flag carrier, flying to more than 
130 destinations in over 30 countries before 
the pandemic. Frequently ranked as Best 
Airline by magazines and ranking agencies.

STOCK DATA 
GICS sector Industrials
Bloomberg ticker: SIA SP 
Shares issued (m): 2,970.6
Market cap (S$m): 16,338.2
Market cap (US$m): 11,952.7
3-mth avg daily t'over (US$m): 16.0
Price Performance (%) 
52-week high/low S$5.56/S$4.81

1mth 3mth 6mth 1yr YTD
4.6 3.4 (0.7) 12.9 10.2

Major Shareholders %
Temasek Hldgs 55.7
- -
- -
FY23 NAV/Share (S$) 4.52
FY23 Net Debt/Share (S$) 0.06
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Singapore Airlines (SIA SP) 
 

Potential Merger Of Vistara Into Air India A Positive Development 
We are positive towards SIA’s planned merger of Vistara into Air India, which will allow 
SIA to strengthen its presence in the fast-growing Indian market via its 25.1% strategic 
stake in a stronger Air India (the surviving entity). Once completed, the effective 
disposal gain of SIA’s stake in Vistara would allow SIA to book a one-time non-cash 
accounting gain of S$1.1b, lifting SIA’s FY24F book value per share by 8%. Maintain 
HOLD on SIA, with a slightly higher target price of S$5.35, based on 1.06x FY24F P/B. 
WHAT’S NEW 
• Merging Vistara into Air India. Singapore Airlines (SIA), a 49%-owner of Vistara, and Tata 

Sons (the ultimate owner of Air India and 51%-owner of Vistara) have agreed to merge 
Vistara into Air India, with SIA investing an additional S$360m in Air India as part of the 
transaction. Post the transaction, SIA will own a 25.1% stake in an enlarged Air India Group. 
Besides the initial investment, SIA is also committed to make further capital injection of up to 
S$880m (being SIA’s share of amount based on the 25.1% stake), payable only after the 
merger completion and subject to Air India’s requirement.  

• Financing by internal cash. With a significant cash pile of S$17.5b as of end-1HFY23, SIA 
plans to finance the initial cash investment (S$360m) and the subsequent additional capital 
injection (if any) with its internal cash resources. 

• Expected completion date. SIA and Tata expect the merger deal to be completed by Mar 
24 (ie end of FY24), subject to a number of regulatory approvals such as anti-trust and 
merger control approvals in India, Singapore and other relevant jurisdictions, the approval of 
the Indian Civil Aviation Authority etc. 

• Recap on Vistara. Established in 2013, Vistara is a joint venture between Tata and SIA, 
each holding a 51% and 49% share of Vistara respectively. Vistara is a full-service carrier 
based in India. Over the years since its establishment, Vistara has been loss-making partly 
due to the lack of scale. Net losses attributable to SIA’s 49% stake of Vistara were S$178m 
in FY22 and S$109m in 1HFY23. 

• Introduction of Air India. Air India is India’s flag carrier and also the largest international 
carrier out of India with about 21% market share. It was in a deep loss-making position with 
FY22 net losses of over S$2b. Tata took over Air India from the Indian government in early-
22. During the year, Tata also bought out the remaining stake of AirAsia India previously 
owned by its partner AirAsia and had since commenced the merger of AirAsia India and Air 
India Express (Air India’s low-cost carrier arm). In Tata’s hands, Air India has been able to 
pare down losses by improving cost efficiencies (in the areas of fuel, insurance costs etc). 

KEY FINANCIALS 
Year to 31 Mar (S$m) 2021 2022 2023F 2024F 2025F
Net turnover  3,816 7,615 18,757 20,877 22,162
EBITDA  (371) 1,390 5,137 4,290 3,990
Operating profit  (2,513) (610) 3,062 2,065 1,589
Net profit (rep./act.)  (4,271) (962) 2,300 2,486 803
EPS (S$ cent) (162.2) (32.4) 77.4 83.5 27.0
PE (x) n.m. n.m. 7.1 6.6 20.4
P/B (x) 1.3 1.3 1.2 1.1 1.1
EV/EBITDA (x) n.m. 19.7 5.1 6.1 7.0
Dividend yield (%) 0.0 0.0 3.6 3.6 3.6
Net margin (%) (111.9) (12.6) 12.3 11.9 3.6
Net debt/(cash) to equity (%) 55.5 63.1 49.2 50.8 59.7
ROE (%) n.a. n.a. 10.8 14.1 5.3
Consensus net profit  - - 1,689 1,198 983
UOBKH/Consensus (x)  - - 1.36 2.08 0.82
Source: SIA, Bloomberg, UOB Kay Hian 
n.m. : not meaningful; negative P/E, EV/EBITDA reflected as "n.m." 
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STOCK IMPACT 
• Key merits of the proposed merger. The deal will allow SIA to strengthen its presence in 

the fast-growing Indian market through its 25.1% strategic stake in a stronger and more 
competitive Air India. 

o Strengthening foothold in the fast-growing Indian market. India is currently the third 
largest aviation market globally and was the fastest growing large aviation market prior to 
the COVID-19 pandemic. The market remains underserved with low international seats 
per capita, indicating significant growth potential. According to Boeing, the Indian aviation 
market is expected to more than double in the next 10 years. The deal is also in line with 
SIA’s multi-hub strategy, as the fast-growing India market will complement SIA’s 
Singapore hub. 

o Strategic stake in a strong and competitive player. The deal will allow SIA to assume 
a sizeable strategic stake in a stronger and more competitive Air India, which would have 
become the largest international and 2nd largest domestic carrier in India, with about 23% 
share of international passenger traffic and 23% share of domestic passenger traffic (after 
market leader Indigo’s 55% share of domestic passenger traffic). SIA will have Board 
representation in Air India and may collaborate with Air India in other areas should Air 
India require. The new Air India will also enjoy strong financial backing from the well-
established Tata and SIA groups. 

o Better profitability prospects of the India operations. The proposed deal will allow 
SIA to immediately gain exposure to an entity that is four to five times larger in scale 
compared to Vistara. The larger scale means improved cost and network efficiency and 
hence better prospects to reach profitability. 

• Financial impacts: significant one-off accounting gain upon completion but likely 
higher associate-level losses in FY25. The merger of Vistara into Air India involves an 
effective disposal of the 49% Vistara stake by SIA, leading to a significant one-off non-cash 
accounting gain of about S$1.1b, which would lift SIA’s FY24F net asset value per share by 
about 8%. Due to Air India’s currently deeper loss-making position than Vistara, immediately 
after the merger, SIA’s share of net losses from its 25.1% stake of the enlarged Air India is 
likely to be higher than its share of losses from Vistara if Vistara remained standalone. 
Having said that, given some gestation period of 2-3 years we believe the profitability 
prospects of the enlarged Air India should be much better than Vistara standing alone.  

EARNINGS REVISION/RISK 
• Raise FY24 net profit forecast by 81% but lower FY25 by 17%. The uplift in FY24 net 

profit forecast is due to our incorporation of the one-off accounting gain of S$1.1b as we 
expect the merger deal to be completed by end-FY24. The cut in FY25 net profit is due to 
the higher amount of near-term losses from SIA’s 25.1% stake of Air India than our 
previously forecasted losses for SIA’s stake in Vistara standing alone. We expect Air India’s 
performance to continue to improve beyond FY25. 

 VALUATION/RECOMMENDATION 
• Maintain HOLD, with a slightly higher target price of S$5.35. Our new target price is 

based on 1.06x FY24F P/B, pegged to 1SD above SIA’s historical mean P/B of 0.97x. We 
are expecting a record level of net profit for SIA in FY23, driven by the strong passenger 
yields and the upbeat passenger volume recovery as the pent-up air travel demand gets 
fulfilled. We expect SIA’s profitability to peak in the upcoming 3QFY23, a seasonally strong 
quarter. We expect SIA’s core profitability to normalise from 4QFY23 onwards, as 
competition catches up and drives down pax yields. The current favourable fuel hedge 
position would also largely come to an end by 1QFY24. 

VALUATION/RECOMMENDATION 
• Positive sentiment towards a stellar upcoming 3QFY23 financial performance. 

• Possible shifts in China’s stance in treating COVID-19. 

 AIR INDIA AND VISTARA’S FLEET, NETWORK AND 
MARKET SHARE INFORMATION AS AT SEP 22 
  Vistara Air India Enlarged Air India
Fleet size 53 165 218 
Destinations 
  - Domestic 31 51 52 
  - International 10 38 38 
Market share (%) 
  - Domestic 9 14 23 
  - International 2 21 23 

Source: SIA 

CHANGE IN NET PROFIT FORECASTS 
S$m FY23F FY24F FY25F 
Previous  2,300 1,374 963 
Updated 2,300 2,486 803 
% Change - +81% -17% 

Source: UOB Kay HIan 

TARGET PRICE REFERENCE TABLE 
FY23F FY24F FY25F 

BVPS, adj* S$4.52 S$5.06 S$5.13 
P/B peg Target price 

+2.0SD 1.15x S$5.19 S$5.81 S$5.89 
+1.5SD 1.10x S$4.98 S$5.58 S$5.65 
+1.0SD 1.06x S$4.78 S$5.35 S$5.42 
+0.5SD 1.01x S$4.57 S$5.12 S$5.19 
Mean 0.97x S$4.37 S$4.89 S$4.96 

* BVPS figure is calculated on the basis that outstanding Mandatory 
Convertible Bonds (MCB) are fully redeemed. 
Source: UOB Kay Hian 
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PROFIT & LOSS     
Year to 31 Mar (S$m) 2022 2023F 2024F 2025F

Net turnover 7,614.8 18,757.2 20,876.6 22,162.5

EBITDA 1,389.9 5,136.5 4,290.0 3,990.5

Deprec. & amort. 1,999.6 2,075.0 2,225.0 2,401.8

EBIT (609.7) 3,061.5 2,065.0 1,588.7

Total other non-operating income (18.5) 16.2 1,116.0 4.0

Associate contributions (116.1) (117.6) (59.0) (135.0)

Net interest income/(expense) (345.7) (255.2) (318.8) (425.5)

Pre-tax profit (1,090.0) 2,704.9 2,803.2 1,032.2

Tax 141.9 (392.9) (296.8) (197.7)

Minorities (13.9) (12.0) (20.6) (31.2)

Net profit (962.0) 2,300.0 2,485.7 803.2
 

 BALANCE SHEET     
Year to 31 Mar (S$m) 2022 2023F 2024F 2025F

Fixed assets 27,860.7 30,708.0 32,850.0 35,315.2

Other LT assets 3,122.2 3,004.6 4,057.6 3,922.6

Cash/ST investment 14,169.1 5,000.0 4,000.0 3,000.0

Other current assets 3,519.0 3,017.9 2,817.4 2,880.2

Total assets 48,671.0 41,730.5 43,725.0 45,118.0

ST debt 606.8 606.8 606.8 606.8

Other current liabilities 7,261.8 9,632.5 9,989.3 10,616.8

LT debt 11,405.5 4,558.2 11,252.2 11,780.2

Other LT liabilities 6,596.5 6,443.1 6,398.4 6,398.4

Shareholders' equity 22,411.9 20,090.8 15,060.0 15,267.7

Minority interest 388.5 399.1 418.3 448.1

Total liabilities & equity 48,671.0 41,730.5 43,725.0 45,118.0

     
CASH FLOW     
Year to 31 Mar (S$m) 2022 2023F 2024F 2025F

Operating 3,041.5 7,050.8 4,287.2 4,357.4

Pre-tax profit (1,090.0) 2,704.9 2,803.2 1,032.2

Tax (8.3) (392.9) (296.8) (197.7)

Deprec. & amort. 1,999.6 2,075.0 2,225.0 2,401.8

Associates (175.7) (191.6) (139.0) (225.0)

Working capital changes 1,518.7 2,307.8 294.1 564.6

Non-cash items 141.2 (0.6) 0.0 0.0

Other operating cashflows 656.0 548.2 (599.2) 781.5

Investing (2,246.6) (4,280.9) (3,773.0) (4,293.0)

Capex (growth) (1,440.6) (2,750.0) (1,985.0) (2,290.5)

Capex (maintenance) (1,682.5) (1,725.0) (1,890.0) (2,084.5)

Investments (266.4) 0.0 0.0 0.0

Proceeds from sale of assets 1,064.5 0.0 0.0 0.0

Others 78.4 194.1 102.0 82.0

Financing 5,159.7 (11,939.1) (1,514.2) (1,064.4)

Dividend payments 0.0 (296.7) (595.5) (595.5)

Issue of shares 6,195.1 0.0 0.0 0.0

Proceeds from borrowings (79.6) (6,847.3) 6,694.0 528.0

Others/interest paid (955.8) (4,795.0) (7,612.6) (996.9)

Net cash inflow (outflow) 5,954.6 (9,169.1) (1,000.0) (1,000.0)

Beginning cash & cash equivalent 7,783.0 13,762.7 4,593.6 3,593.6

Changes due to forex impact 25.1 0.0 0.0 0.0

Ending cash & cash equivalent 13,762.7 4,593.6 3,593.6 2,593.6
 

      
KEY METRICS     
Year to 31 Mar (%) 2022 2023F 2024F 2025F

Profitability  
EBITDA margin 18.3 27.4 20.5 18.0

Pre-tax margin (14.3) 14.4 13.4 4.7

Net margin (12.6) 12.3 11.9 3.6

ROA n.a. 5.1 5.8 1.8

ROE n.a. 10.8 14.1 5.3

  
Growth  
Turnover 99.6 146.3 11.3 6.2

EBITDA n.a. 269.6 (16.5) (7.0)

Pre-tax profit n.a. n.a. 3.6 (63.2)

Net profit n.a. n.a. 8.1 (67.7)

EPS n.a. n.a. 7.9 (67.7)

  

  
Leverage  
Debt to total capital 34.5 20.1 43.4 44.1

Debt to equity 175.0 85.3 76.6 78.8

Net debt/(cash) to equity 63.1 49.2 50.8 59.7
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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  
(ii) 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 
Kingdom 

This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning 
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 
States of 
America 
(‘U.S.’) 

This report cannot be distributed into the U.S. or to any U.S. person  or entity except in compliance with applicable U.S. 
laws and regulations. It is being distributed in the U.S.  by UOB Kay Hian (US) Inc, which accepts responsibility for its 
contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in 
the report should contact UOB Kay Hian (US) Inc. directly. 

 
 
Copyright 2022, UOB Kay Hian Pte Ltd. All rights reserved.  
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