Singapore Air Transport —Jun25

Exit of Jetstar Asia, net positive for SIA

SINGAPORE | AIR TRANSPORT | UPDATE

= |nJun25, the aviation sector generally saw positive performance, supported by a softer
tone on US tariffs. The exception was SIA, which was weighed down by recent
geopolitical tensions in the Middle East, rising jet fuel prices and the tragic Air India
crash. SIE was the top performers, gaining 29.3%, while SATS and CAO also steadily
improved by 2.0% and 0.6%, respectively.

= |n May25, SIA posted a 3.1% YoY rise in passenger traffic, slightly outpacing the 2.8%
increase in passenger capacity, leading to a 0.3ppt improvement in passenger load
factor (PLF,86.4%). Cargo volumes climbed 4.2% YoY, exceeding the 2.9% growth in
capacity on the back of front-loading activity.

=  We maintain a NEUTRAL stance on air transportation.

Exit of Jetstar Asia

Following Jetstar Asia’s exit on 31 July, SIA is set to expand its network across Asia. Jetstar
Asia currently operates 180 weekly flights at Changi Airport and carried 2.3mn passengers in
2024, accounting for c.3% of the airport’s total traffic.

To fill the gap, Scoot plans to launch new services to Okinawa (Japan) and Labuan Bajo
(Indonesia), destinations previously served exclusively by Jetstar Asia. In addition, Scoot will
increase frequencies to several existing routes from August, including 28 weekly flights to
Penang, 39 to Bangkok, and seven to Clark (Philippines).

Meanwhile, SIA intends to boost its Manila flights to 35 times per week. Scoot will also
operate 14 weekly flights to the Philippine capital, half of which will use larger aircraft. These
changes, subject to regulatory approval, are scheduled to take effect in August.

Outlook

We believe Jetstar's exit is set to be net positive for Scoot, as traffic will be redirected. Scoot
has been operating under its breakeven load factor of 91% for the past year, and with more
traffic to be injected, we expect yield to improve gradually.

Share price performance for SIA may be weighed down by the recent Air India Flight 171
incident, alongside surging crude oil prices driven by heightened geopolitical tensions in the
Middle East. We do not expect material costs to arise from the incident, as the majority will
be covered by airline insurance. However, with a 25% interest in Air India, there could still
be a loss contribution from the associate, even though fundamentals are improving, as the
airline reported record revenue in FY25. That said, the upcoming 30-cent dividend could help
mitigate near-term downside, with the ex-date set for 8 August.

Recommendation

SIA (SIA SP, REDUCE, TP $$6.08) We maintain our REDUCE recommendation with an
unchanged TP of $56.08, based on 1.1x FY25e P/B, supported by SIA’s strong net cash
position of S$8.3bn. Re-rating catalysts include lower-than-expected jet fuel prices and
improving yields following the exit of Jetstar Asia.

SATS (SATS SP, BUY, TP $$3.58) Despite the agreement between China and the US to reduce
bilateral tariffs, uncertainty persists in the air cargo segment. Especially for e-commerce
shipments from China to the US (following the removal of the De Minimis Exemption), which
made up 5% of the Group’s FY25 revenue. However, upside potential may emerge from
evolving supply chains, with SATS well-positioned to capture rising e-commerce demand
from China to Europe and the Middle East, supported by its global network.
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NEUTRAL (Maintained)

Mar25 Performance
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Singapore Airlines SATS SIAEngineering  China Aviation Oil

NEUTRAL (Maintained)

Singapore Airlines

REDUCE (Maintained)
BLOOMBERG CODE SIA SP
LAST TRADED PRICE SGD 6.87
FORECAST DIV SGD 0.30
TARGET PRICE SGD 6.08
DIVIDEND YIELD 437%
TOTAL RETURN -71.13%
SATS Ltd.

BUY (Maintained)

BLOOMBERG CODE SATS SP
LAST TRADED PRICE SGD 3.05
FORECAST DIV SGD 0.06
TARGET PRICE SGD 3.58
DIVIDEND YIELD 1.84%
TOTAL RETURN 19.2%

China Aviation Oil
ACCUMULATE (Maintained)

BLOOMBERG CODE CAO SP
LAST TRADED PRICE SGD 0.84
FORECAST DIV SGD 0.04
TARGET PRICE SGD 0.90
DIVIDEND YIELD 4.76%
TOTAL RETURN 11.90%
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China Aviation Oil (CAO SP, ACCUMULATE, TP $$0.90) International air traffic surged 32%
YTD in Apr25, and we expect profit from associates (SPIA) to grow at least 12% YoY in FY25e,
supported by the ongoing recovery in inbound leisure and business travel. We anticipate
trading volumes to rise by the low teens % in 1H, supported by growing demand for jet fuel
and Sustainable Aviation Fuel (SAF).

Target
Price
Singapore Airlines -0.4% 2.7% 2.1% 0.79 3.5% Reduce 6.08
SATS 2.0% 0.7% 4.8% 0.25 0.2% Buy 3.58
SIA Engineering 29.3% 34.9% 34.3% 0.21 0.1% Non-Rated -
China Aviation Oil 0.6% -2.3% -4.0% 0.02 0.1% 0.90
3.1% 5.3% 5.4% 1.27 3.9%
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Figure 1: Passenger load factor +0.3ppt YoY Figure 2: Growth in traffic outpace capacity
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Figure 3: Scoot’s load factor reached breakeven point (91%) Figure 4: Cargo volume +4.2%YoY in May25 due to inventory
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Figure 5: Cargo carried + 8%YoY in Apr25 Figure 6: China international air traffic +32% YoY in Apr25
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Important Information
This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a holder of a financial adviser’s license under
the Financial Advisers Act, Chapter 110 in Singapore.

By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitations may
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
part, for any purpose. If you have received this report by mistake, please delete or destroy it, and notify the sender immediately.

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
investment objectives, financial situation or particular needs of that person, before making a commitment to invest in any of such products.

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
Research may determine in its absolute discretion.

IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES
Where the report contains research analyses or reports from a foreign research house, please note:

1. recipients of the analyses or reports are to contact Phillip Securities Research (and not the relevant foreign research house) in Singapore at 250 North
Bridge Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, in respect of any matters arising from, or in connection
with, the analyses or reports; and

2.  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, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports.
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