
 

 

MICA (P) 012/01/2012 
Ref. No.: SG2012_0021                      1 of 9 

SMRT Corporation Ltd  

Poor earnings outlook 
  
Bloomberg │ Reuters │ POEMS 
MRT SP │ SMRT.SI │ SMT.SG 
Industry: Land Transport 

Phillip Securities Research Pte Ltd 
 

1 February 2012 

Report type: Results 
Company Overview 
SMRT is a multi-modal land transport operator with 
exposures to various modes of operations, including rail, 
bus & taxi services. A significant part of its profits are 
generated from its ancillary businesses, such as advertising 
& rental of commercial spaces.  
 3QFY12 profits in line with estimates 
 Expect expenses associated with train disruptions in 

coming year 
 Cut estimates by 6.4-10.2% for the next 3 years 
 Maintain Sell with revised target price of S$1.38 
 
What is the news? 
SMRT reported a decent set of results for 3QFY12. While 
revenue increased by 10% due to higher contribution across 
most business segments, net profits declined by 14%y-y 
due to higher operating expenses. SMRT’s outlook 
statement has a negative tone as management guided that 
the profitability of its train operations would be impacted by 
consequential costs arising from the MRT disruptions in 
December. Furthermore, there could be impairment charges 
to the goodwill associated with its Bus business (S$22mn 
on B/S), if diesel prices remain high.  
 
Fig.1. Results Summary 
Income Statement
(Extract) 3QFY11 3QFY12 y-y (%) Comments
(S$'mn)
Revenue 243.9 268.2 10.0% Broad based growth
EBITDA 82.8 81.3 -1.7% Increase in OPEX
EBIT 52.1 46.4 -11.0% Higher depreciation exp.
Net Income 43.0 37.0 -13.9% Sharp decline expected
Source: Company, PSR  
 
How do we view this?  
While profits declined significantly in the quarter, the margin 
pressures were within expectations with fleet expansion, 
higher energy prices and opening of CCL. However, the 
weak profit outlook, potential goodwill impairment charges 
and consequential expenses arising from the recent rail 
disruption presents downside risks to earnings over the next 
year. We cut our estimates by 6.4-10.2% for the next 3 
years to account for all these factors.  
 
Investment Actions? 
Our target price is revised down to S$1.38 following 
adjustments to our earnings estimates and assignment of a 
lower P/E multiple (15.0X from 18.0X) to the stock. We 
maintain our Sell recommendation as we believe that 
structural issues and uncertainties associated with the 
disruptions present significant risk to investors.  

 SMRT Corp. Ltd
Rating 5 Sell
- Previous Rating 5 Sell
Target Price (SGD) 1.38
- Previous Target Price (SGD) 1.68
Closing Price (SGD) 1.74
Expected Capital Gains (%) -20.7%
Expected Dividend Yield (%) 4.9%
Expected Total Return (%) -15.8%  
Raw  Beta (Past 2yrs w eekly data) 0.39
Market Cap. (USD mn) 2,113
Enterprise Value (USD mn) 2,072
3M Average Daily T/O (mn) 0.7
52 w eek range (SGD) 1.68 - 2.09
Closing Price in 52 w eek range

Major Shareholders (%)
54.8

3.4
1. Temasek Holdings Pte Ltd
2. Capital Research Global Investor
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Key Financial Summary
FYE 03/11 03/12F 03/13F 03/14F
Revenue (SGD mn) 970 1,052 1,118 1,153
Net Profit, adj. (SGD mn) 161 134 142 154
EPS, adj. (SGD) 0.11 0.09 0.09 0.10
P/E (X),adj. 16.4 19.7 18.6 17.1
BVPS (SGD) 0.53 0.53 0.54 0.56
P/B (X) 3.3 3.3 3.2 3.1
DPS (SGD) 0.09 0.09 0.09 0.09
Div. Yield (%) 4.9% 4.9% 5.0% 5.2%
Source: Bloomberg, PSR est.
*All multiples & yields based on current market price
Valuation Method
Blended Valuation: DCF (COE: 7.2%; terminal g: 0%), 15X P/E (FY12/13E)

Analyst
Derrick Heng
derrickhengch@phillip.com.sg
+65 6531 1221  



 

 SMRT Corporation Ltd 
 Singapore Equities Research 
1 February 2012 

2 of 9 

Operating Statistics for the quarter 
Despite the train disruptions, average daily ridership 
increased by 5.6%y-y in the month of December. We remain 
positive on ridership growth on the MRT system due to the 
progressive build up of ridership on CCL. For the quarter, 
CCL ridership appears to have stagnated sequentially at 
average weekday ridership of 300k.  
 
Fig.2. MRT ridership 

Source: PSR est.
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Fig.3. Bus ridership 

Source: PSR est.
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More space on trains & buses 
With the ongoing capacity expansion by the company to the 
rail and bus network, load factors eased off significantly in 
the quarter. In particular, CCL stage 4 & 5’s opening had 
injected a significant amount of capacity into the network, 
driving down load factors by 5.6ppt. Less packed trains & 
buses implies that growth in operating expenses would likely 
outpace growth in revenue collection.  
 
Fig.4. Loading on MRT & Bus declined 

Source: SMRT, PSR
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Dividend payout to be maintained 
Due to the significant cash outflow from higher CAPEX this 
year, we were concerned that dividend payout could be cut. 
However, management guided that the company would aim 
to maintain its absolute level of dividend distribution to 
shareholders. This can be achieved by raising the debt 
levels of the company, which is currently still in a net cash 
position. However, we estimate that in order to maintain its 
absolute dividend distribution, the company’s payout ratio 
would need to be lifted to >90% over the next 3 years.  
 
Fig.5. Dividend & payout ratio 

Source: PSR est.
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FYE Mar FY10 FY11 FY12F FY13F FY14F
Valuation Ratios
P/E (X), adj. 16.2 16.4 19.7 18.6 17.1
P/B (X) 3.4 3.3 3.3 3.2 3.1
EV/EBITDA (X), adj. 8.1 8.2 8.8 7.5 7.0
Dividend Yield (%) 4.9% 4.9% 4.9% 5.0% 5.2%
Per share data (SGD)
EPS, reported 0.11 0.11 0.09 0.09 0.10
EPS, adj. 0.11 0.11 0.09 0.09 0.10
DPS 0.09 0.09 0.09 0.09 0.09
BVPS 0.51 0.53 0.53 0.54 0.56
Growth & Margins (%)
Growth
Revenue 1.8% 8.3% 8.5% 6.2% 3.2%
EBITDA 7.3% -1.9% -6.3% 17.5% 6.2%
EBIT 8.0% -4.1% -15.7% 8.6% 8.4%
Net Income, adj. 0.1% -1.1% -16.6% 5.7% 8.8%
Margins
EBITDA margin 35.9% 32.5% 28.0% 31.0% 31.9%
EBIT margin 22.8% 20.2% 15.7% 16.0% 16.8%
Net Profit Margin 18.2% 16.6% 12.8% 12.7% 13.4%

Key Ratios
ROE (%) 21.8% 20.5% 16.8% 17.5% 18.6%
ROA (%) 10.6% 10.1% 7.6% 7.3% 7.8%

Net Debt/(Cash) (76) (126) 305 202 109
Net Gearing (X) Net Cash Net Cash 0.38 0.25 0.13

Income Statement (SGD mn)
Revenue 895 970 1,052 1,118 1,153
EBITDA 321 315 295 346 368
Depreciation & Amortisation (117) (119) (130) (167) (174)
EBIT 204 196 165 179 194
Net Finance (Expense)/Income (6) (5) (5) (11) (10)
Other items (7) 0 0 0 0
Associates & JVs 1 1 2 2 2
Profit Before Tax 192 192 161 170 186
Taxation (29) (31) (27) (28) (31)
Profit After Tax 163 161 134 142 154
Non-controlling Interest 0 0 0 0 0
Net Income, reported 163 161 134 142 154
Net Income, adj. 163 161 134 142 154
Source: PSR  
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FYE Mar FY10 FY11 FY12E FY13E FY14E
Balance Sheet (SGD mn)
PPE 1,037 998 1,457 1,379 1,305
Intangibles 35 35 35 35 35
Associates & JVs 66 64 65 67 68
Investments 0 0 0 0 0
Others 13 10 10 10 10
Total non-current assets 1,151 1,108 1,568 1,491 1,419
Inventories 50 54 43 44 44
Accounts Receivables 54 65 69 73 76
Investments 2 4 4 4 4
Cash 326 376 245 348 441
Others 0 1 1 1 1
Total current assets 432 499 362 470 566
Total Assets 1,583 1,607 1,929 1,961 1,985
Short term loans 0 100 100 100 100
Accounts Payables 292 312 342 371 378
Others 26 28 28 28 28
Total current liabilities 318 441 470 500 506
Long term loans 250 150 450 450 450
Others 245 217 205 195 185
Total non-current liabilities 495 367 655 645 635
Non-controlling interest 0 0 0 0 0
Shareholder Equity 770 799 804 817 844

Cashflow Statements (SGD mn)
CFO
PBT 192 192 161 170 186
Adjustments 147 145 134 177 182
Cash from ops before WC changes 338 336 295 346 368
WC changes 6 (14) 35 24 4
Cash generated from ops 344 322 330 370 372
Taxes paid, net (10) (32) (27) (28) (31)
Interest paid (7) (7) (7) (13) (13)
Cashflow from ops 327 283 296 329 327
CFI
CAPEX, net (51) (103) (600) (100) (110)
Dividends from associates & JVs 0 0 0 0 0
Dividends/Interest f rom Investments 2 2 2 2 3
Purchase/sale of investments 0 0 0 0 0
Investments in subs & associates (79) (3) 0 0 0
Others 0 0 0 0 0
Cashflow from investments (127) (104) (598) (98) (107)
CFF
Share issuance 0 0 0 0 0
Purchase of  treasury shares 0 0 0 0 0
Loans, net of repayments (1) 0 300 0 0
Dividends to minority interests 0 0 0 0 0
Dividends to shareholders & capital reduction (118) (129) (129) (129) (128)
Others 0 0 0 0 0
Cashflow from financing (119) (129) 171 (129) (128)
Net change in cash 81 51 (131) 103 93
Effects of exchange rates (0) (1) 0 0 0
CCE, end 326 376 245 348 441
Source: PSR  
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Total Returns Recommendation Rating
> +20% Buy 1
+5% to +20% Accumulate 2
-5% to +5% Neutral 3
-5% to -20% Reduce 4
>-20% Sell 5

We do not base our recommendations entirely on the  above quantitative return bands.  
We consider qualitative factors like (but not limited to) a stock's risk rew ard prof ile, market 
sentiment, recent rate of  share price appreciation, presence or absence of  stock price 
catalysts, and speculative undertones surrounding the stock, before making our f inal 
recommendation 

Ratings History

PSR Rating System

Remarks

1
2
3
4
5

Source: Bloomberg, PSR
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Important Information 
 
This publication is prepared by Phillip Securities Research Pte Ltd., 250 North Bridge Road, #06-00, Raffles City 
Tower, Singapore 179101 (Registration Number: 198803136N), which is regulated by the Monetary Authority of 
Singapore (“Phillip Securities Research”). By receiving or reading this publication, you agree to be bound by the terms 
and limitations set out below. 
 
This publication 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 document by mistake, please delete or destroy it, 
and notify the sender immediately.  Phillip Securities Research shall not be liable for any direct or consequential loss 
arising from any use of material contained in this publication. 
 
The information contained in this publication has been obtained from public sources, which Phillip Securities Research 
has no reason to believe are unreliable and any analysis, forecasts, projections, expectations and opinions 
(collectively, the “Research”) contained in this publication are based on such information and are expressions of belief 
of the individual author or the indicated source (as applicable) only. Phillip Securities Research has not verified this 
information and no representation or warranty, express or implied, is made that such information or Research is 
accurate, complete, appropriate or verified or should be relied upon as such. Any such information or Research 
contained in this publication 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. In no event will 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 preparation 
or issuance of this report, (i) be liable in any manner whatsoever for any consequences (including but not limited to 
any special, direct, indirect, incidental or consequential losses, loss of profits and damages) of any reliance or usage 
of this publication or (ii) accept any legal responsibility from any person who receives this publication, even if it has 
been advised of the possibility of such damages.  You must make the final investment decision and accept all 
responsibility for your investment decision, including, but not limited to your reliance on the information, data and/or 
other materials presented in this publication. 
 
Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material 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 publication 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 
publication 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 publication has been made available constitutes 
neither a recommendation to enter into a particular transaction, nor a representation that any product described in this 
material is suitable or appropriate for the recipient. Recipients should be aware that many of the products, which may 
be described in this publication 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 research 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 preparation or 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 preparation or issuance of this report, may have participated in or invested in transactions with the 
issuer(s) of the securities mentioned in this publication, 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 



 

 SMRT Corporation Ltd 
 Singapore Equities Research 
1 February 2012 

7 of 9 

preparation or 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 publication. 
 
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 preparation or 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 
preparation or issuance of this report, may at any time engage in any of the above activities as set out above or 
otherwise hold a interest, whether material or not, in respect of companies and investments or related investments, 
which may be mentioned in this publication. 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 preparation or issuance of this report, which is not reflected in this 
material, 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 preparation or 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 preparation or issuance of this 
report, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of 
this material. 
 
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.  
 
Section 27 of the Financial Advisers Act (Cap. 110) of Singapore and the MAS Notice on Recommendations on 
Investment Products (FAA-N01) do not apply in respect of this publication.  
 
This material 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 material may not be 
suitable for all investors and a person receiving or reading this material 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. 
 
Please contact Phillip Securities Research at [65 65311240] in respect of any matters arising from, or in connection 
with, this document. 
 
This report is only for the purpose of distribution in Singapore. 
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