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SINGAPORE | AIR TRANSPORT | UPDATE 

▪ The aviation sector saw mixed performance in Jan25. SATS extended its losses amid 
concerns over the US-China tariff weighing on cargo demand. In contrast, SIA and CAO 
rebounded on expectations of robust results. 

▪ SIA Group's passenger traffic grew by 8.6% YoY in Jan25, outpacing the 5.5% increase in 
capacity. The growth was driven by strong Chinese New Year demand. As a result, the 
passenger load factor improved by 2.5ppt to 87.8%, with Scoot rising by 0.9ppt as more 
Chinese routes were added. 

▪ We maintain NEUTRAL on air transportation.  
 
SIA Engineering 3Q24 updates 
SIA Engineering reported a net profit of S$38.2mn for 3Q24, reversing a loss of S$3.4mn in 
the same period last year. The improvement was driven by an 8.4% YoY increase in flight 
handling volume in Singapore, surpassing pre-pandemic levels. However, base maintenance 
saw fewer aircraft checks (-26.7%YoY) due to more complex work and ongoing supply chain 
delays. Share of profits from associates and joint ventures also improved by 35% YoY. 
 
We anticipate strong demand for maintenance, repair, and overhaul (MRO) services in 2025, 
driven by sustained travel demand and ongoing supply chain disruptions. As of Dec24, flight 
activity at Changi Airport had recovered to 99.6% of pre-pandemic levels, supporting MRO 
demand. Additionally, the global commercial aircraft fleet is projected to grow from 34,000 
in 2025 to 44,600 by 2034, according to STS, with narrowbody aircraft leading this expansion. 
Given their high utilization rates, these aircraft require more frequent maintenance checks, 
fuelling long-term demand for MRO services, particularly in engine overhauls, routine 
maintenance, and airframe repairs. 
 
US Tariff  
U.S. President Donald Trump has issued executive orders imposing new tariffs on imports 
from China, effective Feb 4th, 2025. The measures include an additional 10% tariff on Chinese 
goods. Additionally, the administration has decided to suspend the de minimis exemption, 
which previously allowed low-value goods to be shipped tax-free. This policy change is 
expected to have a significant impact on Chinese e-commerce platforms such as Shein and 
Temu, which have leveraged this exemption to expand their U.S. market presence. 
 
Global shipping patterns are expected to shift following the implementation. Temu, for 
instance, has begun stocking inventory in the U.S., indicating that more e-commerce 
businesses are opting for ocean freight over air freight. By July 2024, approximately 20% of 
Temu’s U.S. sales came from these sellers rather than China-based merchants, according to 
Marketplace Pulse. However, due to the prolonged Red Sea conflict, sea freight capacity 
remains constrained. 
 
In the short term, consumers and wholesalers may struggle to find cheaper alternatives to 
Chinese imports. Even with the 10% tariff, Chinese goods are likely to remain competitively 
priced. For example, the average price of a Shein-labeled item is around $10, with most 
products ranging from $5 to $50, reinforcing their strong value-for-money proposition for 
U.S. buyers. 
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Figure 1: Amazon FBA Model VS Direct from China Model  

 
Source: PSR 
 
 
 
Outlook 
E-commerce is expected to remain the primary growth driver for cargo in FY25e. Qatar 
Airways reported that its e-commerce cargo business grew by c.25% in 2024 and is poised 
for double-digit expansion in 2025. Additionally, strong demand for semiconductors in major 
economies is expected to further support cargo growth in 2025. 
 
 
Recommendation 
SIA (SIA SP, REDUCE, TP S$5.25) We anticipate a softer 4Q25 due to subdued cargo yields 
amid the impact of US tariffs. Additionally, seasonally weaker passenger travel demand in 
the January-March quarter, compared to the October-December period, coupled with rising 
jet fuel prices, could further pressure overall demand. 
 
SATS (SATS SP, BUY, TP S$4.62) US air cargo handling contributes c.25% of SATS’ revenue, 
and we anticipate a mid-single-digit impact on FY26e revenue from the US tariffs. However, 
we maintain our FY25e earnings forecast unchanged as the financial year concludes in March 
25. 
 
China Aviation Oil (CAO SP, BUY, TP S$1.05)  We believe the spike in jet fuel prices could be 
a net positive for Shanghai Pudong International Airport, potentially enhancing margins.  
Furthermore, the trading business could benefit from market dislocations arising from 
heightened geopolitical uncertainty. 
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Figure 1: Passenger load factor improved by 2.7ppt YoY in Jan25 

 
Source: PSR, SIA 

 
 

  Figure 2:  Passenger traffic grew by 8.6% in Jan25 

 
 

Source:  PSR, SIA 

Figure 3:  Capacity continues outpacing demand  

 
Source: PSR, SIA, 

Figure 4: Cargo volume sustained but growth rate is trending 
down 

 
 
 
Source: PSR, SIA 

Figure 5: Number of Chinese travellers + 39%YoY in Dec24, 
fully recovered back to pre-COVID level 

 
Source: PSR, CEIC 

Figure 6: China international air traffic +58%YoY in  
Dec24, 100% of pre-COVID level  

 
Source: PSR, CEIC 
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the Financial Advisers Act, Chapter 110 in Singapore.  
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constitute a violation of law. This report has been provided to you for personal use only and shall not be reproduced, distributed or published by you in whole or in 
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The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this report has been obtained from public 
sources which Phillip Securities Research believes to be reliable. However, Phillip Securities Research does not make any representation or warranty, express or implied 
that such information or Research is accurate, complete or appropriate or should be relied upon as such. Any such information or Research contained in this report is 
subject to change, and Phillip Securities Research shall not have any responsibility to maintain or update the information or Research made available or to supply any 
corrections, updates or releases in connection therewith.  

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date indicated and are subject to change at any time 
without prior notice. Past performance of any product referred to in this report is not indicative of future results.  

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This report should not be relied upon exclusively or as 
authoritative, without further being subject to the recipient’s own independent verification and exercise of judgment. The fact that this report has been made available 
constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this report is suitable or appropriate 
for the recipient. Recipients should be aware that many of the products, which may be described in this report 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 any product. Any decision to purchase any product mentioned in this 
report should take into account existing public information, including any registered prospectus in respect of such product.  

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 
persons involved in the issuance of this report, may provide an array of financial services to a large number of corporations in Singapore and worldwide, including but 
not limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting activities), brokerage or securities trading activities. 
Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 
persons involved in the issuance of this report, may have participated in or invested in transactions with the issuer(s) of the securities mentioned in this report, and 
may have performed services for or solicited business from such issuers. Additionally, Phillip Securities Research, or persons associated with or connected to Phillip 
Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may have provided advice or 
investment services to such companies and investments or related investments, as may be mentioned in this report.  

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 
persons involved in the issuance of this report may, from time to time maintain a long or short position in securities referred to herein, or in related futures or options, 
purchase or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation in respect of the foregoing. 
Investments will be denominated in various currencies including US dollars and Euro and thus will be subject to any fluctuation in exchange rates between US dollars 
and Euro or foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price or income return of the 
investment.  

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its 
officers, directors, employees or persons involved in the issuance of this report, may at any time engage in any of the above activities as set out above or otherwise 
hold an interest, whether material or not, in respect of companies and investments or related investments, which may be mentioned in this report. Accordingly, 
information may be available to Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its 
officers, directors, employees or persons involved in the issuance of this report, which is not reflected in this report, and Phillip Securities Research, or persons 
associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this 
report, may, to the extent permitted by law, have acted upon or used the information prior to or immediately following its publication. Phillip Securities Research, or 
persons associated with or connected to Phillip Securities Research, including but not limited its officers, directors, employees or persons involved in the issuance of 
this report, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of this report.  

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 Research to any 
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.  

This report 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 report may not be suitable for all investors and a person receiving or reading this report should seek advice from a 
professional and financial adviser regarding the legal, business, financial, tax and other aspects including the suitability of such products, taking into account the specific 
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This report is not intended for distribution, publication to or use by any person in any jurisdiction outside of Singapore or any other jurisdiction as Phillip Securities 
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