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Sector Overview 
The Transportation Sector under our coverage consists of 
Airlines (SIA, Tiger Airways), Shipping (NOL), Land 
Transport (SMRT, ComfortDelGro) & Aviation Services (SIA 
Engineering, ST Engineering, SATS). 
 
 Qantas is shifting its European hub from Singapore to 

Dubai 
 A mix bag for SIA 
 Mildly negative in the near term for SIAEC & SATS 
 We caution against overreacting to the news 
 
What is the news? 
Qantas announced a strategic 10yrs partnership with 
Emirates that would see the Australian carrier shift its 
European hub from Singapore to Dubai. Consequently, 
Qantas would terminate their 17yrs long business alliance 
with British Airways. Qantas would also withdraw its 
Singapore to Frankfurt route that had been 
underperforming.  
 
A mix bag for SIA 
Strategically, this implies that competition for traffic between 
Europe and Australia would be stiffer with the new alliance 
between two of its major competitors. However, we opine 
that it also implies less competition for European customers 
travelling to Singapore. Hence, we see this development as 
a mix bag for SIA.  
 
Minimal near term impact for SATS & SIAEC 
This move by Qantas has tactical and strategic implications 
for the aviation service providers, SIAEC & SATS, under our 
coverage. We see this as mildly negative for the aviation 
service providers as the termination of flight services would 
result in lower work volume for both companies. However, 
we estimate that the shifting of flights to Dubai would 
account for less than 2% of flight traffic at Changi Airport 
and caution against overreacting to the news.   
 
The Qantas Group is the 2nd largest user of Changi Airport, 
after the SIA Group, but only after including significant traffic 
from Jetstar Asia. We believe that Asia remains an 
important market for the Qantas Group and would continue 
to be an important part of their growth strategy. In fact, Alan 
Joyce, Qantas’s CEO, mentioned “Qantas will increase 
dedicated capacity to Singapore and re-time flights to 
Singapore and Hong Kong to enable many more ‘same day’ 
connections across Asia.” Bloomberg news subsequently 
reported this capacity growth to Changi Airport at 25%. 
Hence, this expected increase in traffic growth at Changi 
could actually be positive for the aviation service providers!  

 Transportation Sector
Company Rating Price TP Upside M.Cap.

(S$) (S$) (%) (US$'mn)
Land Transport
SMRT Corp Sell 1.67 1.35 -18.9% 2,042
ComfortDelGro Buy 1.68 1.78 6.0% 2,840

Airlines
Singapore Airlines Buy 10.51 13.30 26.5% 9,932
Tiger Airw ays Reduce 0.73 0.55 -24.7% 483

Shipping
Neptune Orient Lines Neutral 1.11 1.14 2.7% 2,315

Aviation Services 
SATS Neutral 2.64 2.65 0.4% 2,362
SIA Engineering Buy 4.19 5.00 19.3% 3,723
ST Engineering Accumulate 3.43 3.40 -0.9% 8,503
Source: Bloomberg, PSR
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Strategic implications for SIAEC & SATS 
There are also concerns over a potential loss of contracts 
with Qantas, as the second largest service provider at 
Changi Airport, dnata Singapore, is part of the Emirates 
Group. We acknowledge this as a longer term risk, but opine 
that near term effects are limited. In particular, we see little 
risk in the near term for SATS as the company had recently 
renewed their contract (inflight catering, laundry services, 
ground and cargo handling) with Qantas in 1QFY13. 
Contract information for SIAEC is not available.  
 
Fig 1. Analysis of flight traffic affect 
Weekly frequency for Qantas
SIN-SYD 14
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SIN-MEL 7
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SIN-LHR 14
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SYD-SIN 14
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LHR-SIN 14
QF0002 7
QF0010 7

FRA-SIN 7
QF0006 7

Source: Qantas (based on schedule af ter 19Sep12)

Estimated traffic at stake
Total weekly movement frequency at stake (a) 84
Changi Airport's w eekly movement f requency 6,200

Percentage at stake (%) 1.4%
Total weekly handling frequency at stake (0.5X (a)) 42
SATS's w eekly flights handled 2,253

Percentage at stake (%) 1.9%
SIAEC's w eekly f lights handled 2,158

Percentage at stake (%) 1.9%
Source: PSR est.  
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Airline Sector Comparables
Company Rating Price TP Upside Dividend yield (%)
Market price as of: (LC)
7-Sep-12 (%) (US$'mn)(US$'mn) 11 12E 13E 11 12E 13E 11 12E 13E
Tiger Airw ays Reduce 0.73 0.55 -24.7% 483 825 (6.1) 34.6 11.1 2.4 2.3 1.9 0.0% 0.0% 0.0%
Singapore Airlines Buy 10.51 13.30 26.5% 9,932 6,699 36.1 26.9 22.0 1.0 0.9 0.9 1.9% 2.9% 2.9%
Cathay Pacif ic 12.50 6,340 10,955 9.5 39.2 14.6 0.9 0.9 0.8 3.9% 1.1% 2.5%
Air China 4.71 9,296 22,339 8.0 12.5 9.2 1.3 1.0 0.9 2.5% 1.4% 1.9%
China Eastern 2.32 5,081 15,035 5.5 7.6 5.8 1.3 0.9 0.8 0.0% 0.0% 0.0%
China Southern 3.40 5,177 15,005 6.1 11.4 8.5 1.0 0.8 0.7 6.3% 1.9% 2.6%
China Airlines 11.55 2,019 5,272 n.m. 13.0 9.1 1.3 1.1 1.0 n.m. 0.3% 0.8%
EVA Air 16.90 1,851 3,543 320.0 24.1 12.1 1.7 1.3 1.2 n.m. 0.6% 1.8%
Asiana 7.47 1,290 3,526 70.9 11.1 7.1 1.5 1.4 1.1 0.0% 0.0% 0.2%
Korean Air 49.30 3,141 14,579 n.m. 13.8 7.3 1.3 1.3 1.1 0.0% 0.4% 0.5%
All Nippon Airw ays 176 7,841 16,365 26.7 12.8 10.6 1.2 0.8 0.8 0.8% 2.3% 2.3%
Qantas 1.26 2,950 6,179 16.7 11.5 7.0 0.7 0.5 0.4 0.0% 0.6% 2.2%
Malaysian Airlines 1.03 1,106 3,049 n.m. n.m. n.m. 4.2 1.5 1.3 0.0% 0.0% 0.0%
Air Asia 3.39 3,028 4,850 18.9 9.6 9.1 2.6 1.8 1.5 1.3% 1.2% 1.2%
Thai Airw ays 20.50 1,433 5,268 n.m. 10.3 7.2 0.7 0.7 0.6 0.0% 2.9% 3.5%
Cebu Pacif ic 59.50 865 1,080 10.9 9.1 7.5 2.0 1.5 1.3 4.6% 3.4% 3.4%
Virgin Australia 0.43 971 1,863 n.m. 10.4 7.1 0.7 1.0 0.9 0.0% 0.9% 3.3%
Sector average 3,694 8,025 43.6 16.1 9.7 1.5 1.2 1.0 1.4% 1.2% 1.7%
Source: PSR, Bloomberg consensus
*Korean listed in thousand KRW

Market 
Cap.

Equity Multiple (X) Equity Multiple (X)Ent. 
Value Net Income Book Value
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Airline Sector Comparables
Company Rating Price TP Upside Dividend yield (%)
Market price as of: (LC)
7-Sep-12 (%) (US$'mn)(US$'mn) 11 12E 13E 11 12E 13E 11 12E 13E
Tiger Airw ays Reduce 0.73 0.55 -24.7% 483 825 (6.1) 34.6 11.1 2.4 2.3 1.9 0.0% 0.0% 0.0%
Singapore Airlines Buy 10.51 13.30 26.5% 9,932 6,699 36.1 26.9 22.0 1.0 0.9 0.9 1.9% 2.9% 2.9%
Cathay Pacif ic 12.50 6,340 10,955 9.5 39.2 14.6 0.9 0.9 0.8 3.9% 1.1% 2.5%
Air China 4.71 9,296 22,339 8.0 12.5 9.2 1.3 1.0 0.9 2.5% 1.4% 1.9%
China Eastern 2.32 5,081 15,035 5.5 7.6 5.8 1.3 0.9 0.8 0.0% 0.0% 0.0%
China Southern 3.40 5,177 15,005 6.1 11.4 8.5 1.0 0.8 0.7 6.3% 1.9% 2.6%
China Airlines 11.55 2,019 5,272 n.m. 13.0 9.1 1.3 1.1 1.0 n.m. 0.3% 0.8%
EVA Air 16.90 1,851 3,543 320.0 24.1 12.1 1.7 1.3 1.2 n.m. 0.6% 1.8%
Asiana 7.47 1,290 3,526 70.9 11.1 7.1 1.5 1.4 1.1 0.0% 0.0% 0.2%
Korean Air 49.30 3,141 14,579 n.m. 13.8 7.3 1.3 1.3 1.1 0.0% 0.4% 0.5%
All Nippon Airw ays 176 7,841 16,365 26.7 12.8 10.6 1.2 0.8 0.8 0.8% 2.3% 2.3%
Qantas 1.26 2,950 6,179 16.7 11.5 7.0 0.7 0.5 0.4 0.0% 0.6% 2.2%
Malaysian Airlines 1.03 1,106 3,049 n.m. n.m. n.m. 4.2 1.5 1.3 0.0% 0.0% 0.0%
Air Asia 3.39 3,028 4,850 18.9 9.6 9.1 2.6 1.8 1.5 1.3% 1.2% 1.2%
Thai Airw ays 20.50 1,433 5,268 n.m. 10.3 7.2 0.7 0.7 0.6 0.0% 2.9% 3.5%
Cebu Pacif ic 59.50 865 1,080 10.9 9.1 7.5 2.0 1.5 1.3 4.6% 3.4% 3.4%
Virgin Australia 0.43 971 1,863 n.m. 10.4 7.1 0.7 1.0 0.9 0.0% 0.9% 3.3%
Sector average 3,694 8,025 43.6 16.1 9.7 1.5 1.2 1.0 1.4% 1.2% 1.7%
Source: PSR, Bloomberg consensus
*Korean listed in thousand KRW

Market 
Cap.

Equity Multiple (X) Equity Multiple (X)Ent. 
Value Net Income Book Value
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Transportation Sector Comparables
Company Rating FYE Price TP Upside
Market price as of:
7-Sep-12 (%) (US$'mn)(US$'mn) 11 12E 13E 11 12E 13E 11 12E 13E
Land Transport
SMRT Corp Sell Mar 1.67 1.35 -18.9% 2,042 2,014 21.1 18.7 18.2 3.2 3.1 3.0 4.5% 4.5% 4.5%
ComfortDelGro Buy Dec 1.68 1.78 6.0% 2,840 3,377 14.9 14.6 13.8 1.9 1.8 1.7 3.6% 3.8% 4.0%

Airlines
Singapore Airlines Buy Mar 10.51 13.30 26.5% 9,932 6,699 36.1 26.9 22.0 1.0 0.9 0.9 1.9% 2.9% 2.9%
Tiger Airw ays Reduce Mar 0.73 0.55 -24.7% 483 825 (6.1) 34.6 11.1 2.4 2.3 1.9 0.0% 0.0% 0.0%

Shipping
Neptune Orient Lines Neutral Dec 1.11 1.14 2.7% 2,315 5,217 (4.8) (9.8) 8.0 0.9 1.0 0.9 0.0% 0.0% 5.4%

Aviation Services 
SATS Neutral Mar 2.64 2.65 0.4% 2,362 2,174 16.5 17.0 16.0 1.9 2.1 2.1 9.8% 5.0% 5.3%
SIA Engineering Buy Mar 4.19 5.00 19.3% 3,723 3,291 17.2 16.6 16.0 3.7 3.5 3.4 5.0% 5.3% 5.3%
ST Engineering Accumulate Dec 3.43 3.40 -0.9% 8,503 8,098 20.0 19.1 19.1 6.0 5.6 5.4 4.5% 4.7% 4.7%

Source: PSR est.
*12E refers to FY ending March 2013 for FYE Mar. 

Market 
Cap.

Ent. 
Value

Equity Multiple (X)
Book Value

Dividend Yield (%)
Net Income
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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 
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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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