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Singapore Land Transport Sector 
First Bus package up for tender; 
Rail Financing Framework still unresolved 
 

SINGAPORE | TRANSPORT SERVICES | SECTOR UPDATE 

 Fare increase in April this year and growth in passengers lifted domestic Bus 
and Rail revenue. 

 All three PTOs (SBST, SMRT and CD) had top line and bottom line growth in 
the quarter. 

 First Bus package has been put up for tender. 

 Transition to Rail Financing Framework still unresolved. 
 
Sector Overview 
The Land Transport Sector under our coverage consists of ComfortDelGro Corp Ltd 
(CD) and SMRT Corp Ltd (SMRT). The Land Transport Sector in Singapore is a 
duopoly between CD and SMRT. Both are multi-modal public transport operators 
(PTOs), providing Mass Rapid Transit (MRT), Light Rail Transit (LRT), buses and taxi 
services. CD provides fare-based public transport services in Singapore through its 
subsidiary, SBS Transit Ltd (SBST). 
 
What is the news? 
For the recent quarter, CD announced 3QFY14 results (FYE Dec), while SMRT 
announced 2QFY15 results (FYE Mar). Following the quarterly financial 
announcements for CD and SMRT, we give an overview of the current landscape 
of the Singapore Land Transport sector, and the outlook for the sector. 
 
Quarterly overview of the sector 

 Revenue growth across PTOs. Fare adjustment and higher ridership 
contributed to revenue growth for both SBST and SMRT this quarter. 

 SMRT: Fare business returned to profitability. This came about with MRT 
business returning to profitability and Bus business paring losses. However, 
free cash flow for SMRT is weak. 

 CD: Continued to deliver growth. Bus (50%) and Taxi (38%) businesses 
continue to be the largest revenue contributors for the Group.  

 Uncertainty over RFF transition remains. No update was given by SMRT 
Management on negotiations with LTA on the transition to the new RFF. 

 First Bus package has been put up for tender. The "Bulim bus services" was 
put up for tender by the LTA on 3 October. 

 
Outlook for the sector 

 Do not assume same revenue growth next year. Fare revenue was lifted due 
to the fare adjustment exercise in April. If there is no fare revision in CY2015, 
then fares will remain stagnant and %y-y growth in revenue (from April 2015 
to March 2016) could be muted. 

 More MRT lines to open up. Under the LTMP 2013, the Government has 
pledged to open a new train line or line extension nearly every year until 
2021. 

 
Our top-pick: ComfortDelGro Corp Ltd 
CD remains our top pick for the sector for its (1) existing profitable overseas 
exposure, (2) prior experience in bidding for and operating Bus services under the 
contracting model, (3) net cash position allowing for earnings-accretive 
acquisitions and (4) relative under-valuation (~20x NTM P/E) compared to SMRT 
(~26x NTM P/E). 

Land Transport Sector

Company Rating Price

(S$)

TP

(S$)

Ups ide 

(%)

Mkt. Cap.

(S$'mn)

CD Accumulate 2.61     2.85     9.2% 5,583

SMRT Reduce 1.600   1.370   -14.4% 2,435

Source: Bloomberg, PSR est.
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Sector acronyms 
BPLRT Bukit Panjang LRT 
BSEP Bus Service Enhancement Programme 
BSOL Bus Service Operating Licence 
BSRF Bus Service Reliability Framework 
CCL Circle Line 
CD ComfortDelGro Corp Ltd 
DTL Downtown Line 
FRMC Fare Review Mechanism Committee 
GCM Government Contracting Model 
LRT Light Rail Transit 
LTA Land Transport Authority 
LTMP Land Transport Master Plan 
MOT Ministry of Transport 
MRT Mass Rapid Transit 
NEL North-East Line 
NSEWL North-South East-West Line 
PBO Private bus operator 
PTC Public Transport Council 
PTO Public transport operator 
RFF Rail Financing Framework 
SBST SBS Transit Ltd 
SMRT SMRT Corp Ltd 
SPLRT Sengkang and Punggol LRT 
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Broad based growth in ridership seen in the quarter 
Both SBST and SMRT reported higher ridership for Bus. SBST reported 3.1%y-y 
growth, while SMRT reported 6.2%y-y growth. 
 
Broad based growth in Rail ridership. SBST reported 7.1%y-y growth for NEL, and 
9.5%y-y for LRT. DTL1 had 68k passenger trips and is expected to continue growing 
into the next quarter. (No y-y growth for DTL1 as operations commenced in 
1QFY14.) SMRT reported 2.6%y-y growth from MRT, but 6.7%y-y decline for LRT. 

 

 
First Bus Package under the GCM up for tender – "Bulim bus services" 
The first bus package under the GCM has been put up for tender by the LTA on 3 
October, with no restrictions on foreigner operators bidding for the package. The 
package consists of 26 bus routes that will operate out of the Bulim Bus Depot, 
originating from three bus interchanges – Bukit Batok, Clementi and Jurong East. 
 
Implementation and inflation-indexing. Implementation of the service will be 
progressive; starting with about 380 buses and subsequently growing to about 500 
buses in 2021. Tenure of the contract is for 5+2 years. According to the press 
release by the LTA, "the service fee which is the Operator’s bid price for the 
package, will be adjusted to better reflect the operating climate by taking into 
consideration inflation, changes in wage levels, and fuel costs". 
 
Operator's scope of responsibilities and services. Apart from operating the bus 
services according to specified standards, the Operator is also required to 
maintain related assets such as the buses, ticketing equipment, the three bus 
interchanges and Bulim depot.  
 
Carrot and stick. The Operators' performance will be assessed based on reliability, 
punctuality and maintenance levels. The (dis)incentive will be up to 10% of the 
annual service fee. 
 
A profitable model for bus operators. The GCM should be a profitable model for 
bus operators because ridership risk will be transferred to the Government. This is 
because the bus operators will be paid a fixed price for operating the service, 
while fare-revenue will be retained by the Government. Bus operators would 
make operating losses if they under-estimate their operating costs, and submit a 
winning bid in the tender process. 
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Effect of fuel & electricity costs this quarter 
 
Effect of Fuel & electricity cost in 3QCY14

CD (FYE Dec) 3Q14 3Q13 y-y (%)

Fuel  & electrici ty (SGD mn) 84.0   74.6   12.6

Tota l  operating expenses  (SGD mn) 913.4 856.0 6.7

By percent of tota l  operating expense 9.2% 8.7%

SBST (FYE Dec) 3Q14 3Q13 y-y (%)

Fuel  & electrici ty (SGD mn) 47.5   44.8   6.1

Tota l  operating expenses  (SGD mn) 240.8 213.5 12.8

By percent of tota l  operating expense 19.7% 21.0%

SMRT (FYE Mar) 2Q15 2Q14 y-y (%)

Fuel  & electrici ty (SGD mn) 40.0   43.7   (8.7)

Tota l  operating expenses  (SGD mn) 292.9 285.8 2.5

By percent of tota l  operating expense 13.6% 15.3%

Source: CD, SBST, SMRT, PSR  
 
The accompanying table presents the effect of Fuel & electricity costs on the three 
PTOs during 3QCY14. For the PTOs, fuel (diesel) is used for buses, while electricity 
is used for the trains (MRT & LRT). 
 

 Percentage of total operating expense not comparable across PTOs. Fuel & 
electricity costs by percentage of total operating expense varies widely across 
the three listed PTOs, ranging between 9.2% and 19.7%. We believe that the 
reason for this is the differences in the business mix of the PTO at the Group 
level. Fuel & electricity costs are incurred in train and bus operations; so the 
more diversified away the PTO is from train and bus operations, the lower the 
proportion of the Fuel & electricity component. This is evident with SBST 
having the highest Fuel & electricity component (19.7%) for the quarter, while 
CD has the lowest (9.2%). 

 

 Why did only SMRT see lower Fuel & electricity expense for the quarter?  
 SMRT's reduction in Fuel & electricity expense came about due to lower 

oil price and successful hedging activities. 
 SBST's Fuel & electricity costs had a 6.1%y-y increase due to addition of 

DTL Phase 1 (DTL1), which commenced operations around end of 
December 2013.  

 Higher Fuel & electricity costs for CD was due to increase in fuel duty in 
the UK Bus segment. (CD's UK Bus business contributed 22% of 3QFY14 
revenue.) 
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Analysis of cash flows of listed PTOs 
 
Comparison of cash flows

CD (FYE Dec), SGD mn FY09 FY10 FY11 FY12 FY13 9MFY14

Cash flow from operating activi ties 728.4   592.6   777.5   687.2   697.7   539.8   

Capex, net (369.2)  (394.9)  (489.9)  (484.0)  (415.4)  (369.4)  

Free Cash Flow 359.2   197.7   287.6   203.2   282.3   170.4   

SBST (FYE Dec), SGD mn FY09 FY10 FY11 FY12 FY13 9MFY14

Cash flow from operating activi ties 154.1   71.0     85.0     76.7     55.6     33.3     

Capex, net (162.4)  (90.9)    (151.1)  (200.4)  (164.8)  (171.6)  

Free Cash Flow (8.2)      (19.9)    (66.1)    (123.7)  (109.2)  (138.3)  

SMRT (FYE Mar), SGD mn FY10 FY11 FY12 FY13 FY14 6MFY15

Cash flow from operating activi ties 326.6   283.3   282.1   260.2   234.4   163.9   

Capex, net (86.9)    (106.8)  (234.4)  (248.3)  (649.3)  (247.8)  

Free Cash Flow 239.7   176.5   47.7     11.9     (414.9)  (83.9)    

Source: CD, SBST, SMRT, PSR  
 
Both SBST and SMRT generating negative free cash flow. SBST started generating 
negative free cash flow since FY08 (not shown in the table), while SMRT started 
generating negative free cash flow in FY14. 
 
SBST's cash flow is representative of the Bus model in Singapore. SBST has not 
taken over the assets for the NEL and DTL. LTA still maintains ownership of the 
operating assets for NEL and DTL; and LTA is responsible for asset renewal. As 
such, SBST's Capex is primarily attributable to the Bus operations. The weak cash 
flow for SBST illustrates the unsustainability of the existing Fare-revenue Bus 
model in Singapore. According to the FY13 Annual Report, SBST has 75% market 
share bus services in Singapore, and would be representative of the state of the 
domestic bus business in Singapore. 
 
CD is the only PTO that is generating a positive free cash flow. CD is the only PTO 
that has been able to consistently generate a positive free cash flow over the last 
five FYs, and is on track to delivering another year of positive free cash flow in 
FY14. 
 
Bus model transitions to GCM in 2HCY16, leading to lower Capex. With the 
transition to the GCM in 2HCY16, the Government will buy back the bus assets 
from the incumbent PTOs.  We expect SBST's annual Capex to be substantially 
reduced (estimated to become less than S$10 million), as it will no longer have to 
purchase the buses. SMRT's Capex to be alleviated as well, but to a lesser extent, 
due to the smaller fleet of buses compared to SBST. (SBST Dec 2013: 3,326 buses, 
SMRT Mar 2014: 1,200 buses.) 
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Analysis of balance sheets of listed PTOs 
 
Comparison of debt and gearing

CD (FYE Dec), SGD mn FY09 FY10 FY11 FY12 FY13 3Q14

Cash & equiva lents 485.6   566.7   576.7   694.6   830.6   748.8   

Short term debt 130.4   188.2   198.3   95.8     218.4   195.5   

Long term debt 466.4   523.1   433.6   607.8   589.5   537.9   

Total  equity 2,212   2,348   2,480   2,637   2,795   2,872   

Gearing (%) 5.0% 6.2% 2.2% 0.3% Net Cash Net Cash

SBST (FYE Dec), SGD mn FY09 FY10 FY11 FY12 FY13 3Q14

Cash & equiva lents 6.1       67.1     5.5       18.2     4.5       4.5       

Short term debt -         -         28.5     1.3       31.5     89.4     

Long term debt -         100.0   100.0   276.9   322.6   368.8   

Total  equity 288.1   316.6   333.4   342.1   344.3   344.6   

Gearing (%) Net Cash 10.4% 36.9% 76.0% 101.5% 131.7%

SMRT (FYE Mar), SGD mn FY10 FY11 FY12 FY13 FY14 2Q15

Cash & equiva lents 326.0   376.2   195.3   546.3   155.5   170.7   

Short term debt -         100.0   -         2.3       156.4   156.9   

Long term debt 250.0   150.0   150.0   607.1   480.0   584.0   

Total  equity 770.0   799.1   791.4   768.6   801.7   832.4   

Gearing (%) Net Cash Net Cash Net Cash 8.2% 60.0% 68.5%

Source: CD, SBST, SMRT, PSR  
 
SBST and SMRT both experiencing increasing gearing. SBST started taking on debt 
in FY10, while SMRT went from Net Cash position to 8.2% gearing in FY13. Both 
PTOs' gearing has subsequently been increasing. As highlighted in our SMRT 
Company Update report (3 November 2014), SMRT had raised another S$200 
million of debt on 16 October 2014, but was not reflected in the 2QFY15 balance 
sheet as it had occurred after the reporting period of September. AS such, net 
gearing for SMRT could be as high as 92.5% by 3QFY15. SBST has not made any 
announcement of increase in debt. 
 
CD is in a net cash position. CD's balance sheet is the strongest among the three 
PTOs. With its net cash position, CD is in a far better position compared to SMRT 
to engage in inorganic growth through acquisitions. 
 
SBST and SMRT to sell Bus operating assets in 2HCY16. As the Bus model in 
Singapore transitions to the GCM in September 2016, both SBST and SMRT are 
expected to sell their bus operating assets back to the Government.  
 
SBST will likely clear its debt. Book value of Buses as of SBST FY13 annual report 
stands at S$693 million, in addition to S$42 million of Capital projects in progress, 
which is substantially buses being assembled. We believe that SBST would return 
to a net cash position in September 2016 and be able to repay all its debt. (3QFY14 
total debt: S$458.2 million) Moreover, SBST's debt has been used to exclusively 
purchase buses and not trains, as SBST has not taken over the operating assets for 
NEL and DTL; so sales proceeds of bus assets will be used to offset debt that was 
taken on to purchase the buses in the first place. When SBST's balance sheet 
strengthens, the effect will be seen on CD's balance sheet as well. 
 
But SMRT will probably not. Book value of SMRT's buses is S$196 million as of 
Mar 2014, and we estimate a further S$15 million of buses as Assets under 
construction. With existing debt of about S$941 million, we do not see SMRT being 
able to repay all of it, post-sale of bus assets to the Government in September 
2016. SMRT should however, be able to reduce its net gearing significantly. 
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Land Transport Sector: Comparative Data (CD FYE Dec; SMRT FYE Mar)

Growth & Margins
Fig 1. y-y Revenue growth (%) Fig 2. y-y Net profit growth (%)

Remarks: CD stronger Revenue growth than SMRT. Remarks: SMRT surge in LTM Net profit growth.

Fig 3. EBITDA margin (%) Fig 4. EBIT margin (%)

Remarks: SMRT better EBITDA margin than CD. Remarks: CD better EBIT margin than SMRT.

DuPont Analysis
Fig 5. Net profit margin (%) Fig 6. Asset Turnover (x)

Remarks: CD has better costs management; higher net margin. Remarks: CD has better Asset Turnover than SMRT.

Fig 7. Financial Leverage (x) Fig 8. ROE (%)

Remarks: SMRT higher Financial Leverage than CD. Remarks: CD has better ROE than SMRT.
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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 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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Level 12, 15 William Street, 
Melbourne, Victoria 3000, Australia 

Tel +61-03 9629 8288 
Fax +61-03 9629 8882 

Website: www.phillipcapital.com.au 

SRI LANKA 
Asha Phillip Securities Limited 

No-10 Prince Alfred Tower, 
Alfred House Gardens, 
Colombo 03, Sri Lanka 
Tel: (94) 11 2429 100 
Fax: (94) 11 2429 199 

Website: www.ashaphillip.net 
   

INDIA 
PhillipCapital (India) Private Limited 

No.1, 18th Floor 
Urmi Estate 

95, Ganpatrao Kadam Marg 
Lower Parel West, Mumbai 400-013 

Maharashtra, India  
Tel: +91-22-2300 2999 / Fax: +91-22-2300 2969 

Website: www.phillipcapital.in 

TURKEY 
PhillipCapital Menkul Degerler 

Dr. Cemil Bengü Cad. Hak Is Merkezi 
No. 2 Kat. 6A Caglayan  
34403 Istanbul, Turkey 

Tel: 0212 296 84 84 
Fax: 0212 233 69 29 

Website: www.phillipcapital.com.tr 

DUBAI 
Phillip Futures DMCC 

Member of the Dubai Gold and  
Commodities Exchange (DGCX) 

Unit No 601, Plot No 58, White Crown Bldg, 
Sheikh Zayed Road, P.O.Box 212291 

Dubai-UAE 
Tel: +971-4-3325052 / Fax: + 971-4-3328895 

Website: www.phillipcapital.in 
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