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China Aviation (Singapore) Oil 

Expect carrying moderate growth forward 
 
SINGAPORE | OIL AND GAS | RESULTS 

 US$11.70bn revenue exceeded our expectation of US$11.00bn by 6.3% 

 US$66.4mn share of profit from associates and JVs in line with our expectation of 
US$66.0mn 

 US$88.9mn net profit in line with our full year expectation of US$89.6mn 

 4.5 SG cents dividend proposed for FY16 (FY15: 3.0 SG cents). 

 We revise our FY17e/FY18e EPS forecasts to 12.7/15.9 US cents. (Previous: 13.7/17.9 
US cents). We maintain our “Buy” rating with an upgraded TP of S$2.00 based on 
updated blended average forward PER of 11.7x, implying a 31.1% return from the last 
close price of S$1.525. 

 
Results at a glance 

(US$ mn) FY16 FY15 y-y (%) Comments

Revenue 11,703.2 8,987.5   30.2 Increase in total trading volume of jet fuel and other oil products. (FY16: 

32.55mn tonnes vs FY15:20.15mn tonnes), offset the lower average selling price

Gross profit 44.1          35.4         24.3 Increase in jet fuel volume imported to China, higher premium allocated to the 

Company for Jet supply into China, and higher gains from trading and optimisation 

activities

Operating profit 20.5          19.2         6.7 Higher administrative costs and higher other operating expenses offset by increase 

in other operating income 

Associates and JVs 66.4         42.3         56.9 Higher profit contributions from Pudong (US$60.6mn in FY16 vs US$38.8mn in 

FY15) and OKYC (US$4.1mn in FY16 vs US$1.4mn in FY15)

Net profit 88.9         61.3         45.1 Higher deferred tax liabilities and provision of income tax

Source: Company , Phillip Securities Research (Singapore)  
 
Trading volume boosted phenomenal growth amid adversity of low oil price  
In FY16, CAO’s total trading volume soared to 32.6mn tonnes with 61.5% Y-o-Y growth. 
Respectively, volume from middle distillates, mainly jet fuel, represented 41.8% growth to 
18.6mn tonnes, and that from other oil products, mainly including fuel oil, gas oil, and 
crude oil, achieved 98.2% Y-o-Y growth to 14mn tonnes. However, the average oil price 
(Brent) suffered from 8.6% Y-o-Y drop. Apparently, high double-digit increase in supply and 
trading volume dwarfed the oil price decline. 
For the perspective of FY17, the management guided that CAO might not duplicate the 
explosive growth similar to FY16, but the Group still have a promising future in terms of 
long-lasting increment of air traffic, especially in China domestic market, as well as ongoing 
International market expansion. In terms of jet fuel supply and trading, we believe CAO will 
continue riding on the tailwind in FY17 onwards. See Figure 1, according to China Aviation 
Administration of China, the revenue passenger kilometer (RPK) that measures the volume 
of passenger traffic has 13% compounded average growth rate (CAGR) over the past five 
years. Comparatively, CAO’s jet fuel trading volume CAGR aligns with it during the same 
period. Therefore, we believe revenue from this segment will have more than 10% growth 
in FY17. 
For other oil products segment, we think it still has upward momentum in FY17. In 
retrospect over past 5 years, the revenue drawdown in FY15 was mainly due to 
backwardation in oil market, which suspended the trading activities for a moment. Since 
early 2016, market shifted into contango and lasted till now. As long as the market remain 
status quo, we believe this year’s performance could be better off. 
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KEY FINANCIALS
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Figure 1. RPK and jet fuel trading volume comparison 

 
 Source: CAAC, Company, PSR 

 
Strong contribution from SPIA to drive bottom line growth 
Associates contributed 72% of PBT, of which >90% is attributable to Pudong. Pudong 
associate's FY16 contribution of US$60.6mn with 60% Y-o-Y growth was boosted by the 
RMB300mn (US$43.6mn) revaluation gain to its inventory. The underlying factor for our 
positive outlook for SPIA is that there still is land around it for further expansion. A fifth 
runway will be added by 2020, and a new terminal will be added in 2018, doubling the 
flight handling capacity of SPIA. More traffic flows is expected to translate into larger profit 
contribution thereafter. 

Long-term goal remains unchanged but expect some improvements 
Aiming to become a top-tier global transportation fuels provider, CAO will continue to 
contribute efforts on geographic expansion and fuel types’ diversification. To embody, it 
will vertically integrate the value chain from procurement, transportation, storage, 
marketing and refuelling. In FY17, management will try to improve gross profit margin, and 
the foundation of crude oil and fuel oil trading is not solid.  
 

 

Valuation 
We revise our FY17e/FY18e EPS forecasts to 12.7/15.9 US cents. (Previous: 13.7/17.9 US 
cents.) 
Based on our FY17e EPS of 12.7 US cents (17.1 SG cents) and the blended average forward 
PER of 11.7x, we maintain our “Buy” call with an upgraded target price of SG$2.00. 
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Financials

Income Statement Balance Sheet

Y/E Dec, USD mn FY14 FY15 FY16 FY17e FY18e Y/E Dec, USD mn FY14 FY15 FY16 FY17e FY18e

Revenue 17,061   8,977    11,703   15,213   18,850   ASSETS

Cost of sales (17,034)   (8,942)   (11,659)   (15,158)   (18,786)   PP&E 7          6           6          5          5          

Gross profit 27           35         44           55           64           Intangibles 2          2           2          2          3          

Operating profit 8             21         25           34           42           Associates & JVs 270     266       281     291     301     

Finance costs (3)             (1)           (1)             (1)             (2)             Others 8          8           8          8          8          

Associates & JVs 43            42          66            79            100         Total non-current assets 287     281      296     306     316     

Profit before tax 51           64         92           114         141         Inventories 38        57         171     50        75        

Tax expense (2)             (2)           (3)             (4)             (5)             Receivables 959     337       591     931     1,164  

Net profit 49           61         89           110         137         Cash 94        171       287     320     366     

Net profit, adj. 49           61         89           110         137         Total current assets 1,092 564      1,049 1,301 1,604 

Total Assets 1,379 846      1,344 1,607 1,921 

LIABILITIES

Others 6          6           6          6          6          

Per share data (cents) Total non-current liabilities 6         6           6         6         6         

Y/E Dec FY14 FY15 FY16 FY17e FY18e Payables 819     247       588     800     1,039  

EPS, reported 5.7          7.1         10.3        12.7        15.9        Loans and borrowings - - 100     - -

EPS, adj. 5.7          7.1         10.3        12.7        15.9        Others 0.02    0.01     0.62    0.40    0.40    

DPS 2.0          3.0         4.5          3.8           4.8          Total current liabilities 819     247      688     800     1,039 

BVPS 64.3        68.9      75.5        93.0        101.7      Total Liabilities 825     253      695     807     1,046 

EQUITY

Share capital 216     216       216     216     216     

Cash Flow Reserves 338     377       434     584     659     

Y/E Dec, USD mn FY14 FY15 FY16 FY17e FY18e Total equity 554     593      650     800     875     

CFO

Net profit 49.2        61.3      88.9        109.6      136.5      Valuation Ratios

Adjustments (35.5)       (40.1)     (63.6)       (75.1)       (94.8)       Y/E Dec FY14 FY15 FY16 FY17e FY18e

WC changes 36.1        32.8      (25.8)       (7.2)         (19.0)       P/E (x) 8.8 7.0 9.7 11.3 9.1

Cash generated from ops 49.8        54.0      (0.5)         27.2        22.7        P/B (x) 0.8 0.7 1.4 1.8 1.7

Others (2.6)         (1.9)       (1.9)         (2.1)         (2.3)         EV/EBITDA (x) 38.8 13.6 24.7 28.3 22.7

Cashflow from ops 47.2        52.1      (2.4)        25.1        20.4        Dividend yield (%) 2% 3% 2% 1% 2%

Growth & Margins (%)

CFI Growth

CAPEX, net (0.5)         (0.4)       (0.4)         (0.4)         (0.4)         Revenue 9.6% -47.4% 30.4% 30.0% 23.9%

Divd from associates & JVs 35.1        37.2      38.1        45.6        57.3        Gross profit -47.8% 29.4% 24.3% 24.3% 17.0%

Others 0.3          0.4         1.5          1.7           1.7          Operating profit -65.1% 171.9% 19.7% 34.8% 21.2%

Cashflow from investments 35.0        37.2      39.2        46.9        58.7        Net profit -30.0% 24.7% 45.1% 23.3% 24.5%

Margins

CFF GP 0.2% 0.4% 0.4% 0.4% 0.3%

Loans, net of repayments (28.6)       -             100.0      -               -               OP　 0.0% 0.2% 0.2% 0.2% 0.2%

Dividends (13.7)       (12.8)     (19.3)       (38.7)       (32.9)       NP 0.3% 0.7% 0.8% 0.7% 0.7%

Others (1.5)         (0.3)       (0.3)         (0.3)         (0.3)         Key Ratios

Cashflow from financing (43.9)      (13.0)    80.4        (39.0)      (33.2)      ROE (%) 8.9% 10.3% 13.7% 13.7% 15.6%

Net change in cash 38.3        76.3      117.2     32.9        45.8        ROA (%) 3.6% 7.2% 6.6% 6.8% 7.1%

Effects of exchange rate (0.4)         (0.1)       (0.4)         (0.3)         (0.2)         Net debt or (net cash) (94)      (171)     (287)    (320)    (366)    

Ending cash 94 171 287 320 366 Net gearing (x) Net cash Net cash Net cash Net cash Net cash

Source: Company, Phillip Securities Research (Singapore) Estimates

*Forward multiples & yields based on current market price; historical multiples & yields based on historical market price.
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Total Returns Recommendation Rating

> +20% Buy 1

+5% to +20% Accumulate 2

-5% to +5% Neutra l 3

-5% to -20% Reduce 4

< -20% Sel l 5

We do not base our recommendations  entirely on the above quanti tative return 

bands .  We cons ider qual i tative factors  l ike (but not l imited to) a  s tock's  ri sk 

reward profi le, market sentiment, recent rate of share price appreciation, 

presence or absence of s tock price catalysts , and speculative undertones  

surrounding the s tock, before making our fina l  recommendation 
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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: 

(i) 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 

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

 
 


