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Singapore Post Ltd

Cautiously optimistic on its outlook

1QFY11 results in line with expectations. Singapore Post
(SingPost) reported a 13.5% YoY rise in revenue to S$138.2m
and a 3.2% increase in net profit to S$40.7m in 1QFY11, just
1% shy of our estimates. Annualised results were also in line
with the street's estimates. Revenue growth was due to higher
contributions in the mail (+11.4%) and logistics (34.4%)
segments. The latter segment was boosted by the
consolidation of Quantium Solutions for the full quarter
compared to two months in 1QFY10. Recall that the acquisition
was completed on 6 May 09. Rental and property income
rose slightly by 1.6% YoY to S$10.1m. Excluding one-off items
such as benefits from the Jobs Credit Scheme and
amortisation of deferred gain on IP rights, underlying net profit
rose 1% to S$37.3m.

Funds ready to be deployed. SingPost took advantage of
the low interest environment in March to issue S$200m worth
of fixed rate notes. We understand that the group has invested
about S$38m in higher yielding financial instruments
comprising mainly equity-linked notes (ELNs) and other bonds.
The ELNs are related to dividend-yielding Singapore blue-chip
companies and management explained that this is a temporary
measure to generate better returns from idle funds before the
group uses them in M&A activities.

Cautiously optimistic. The group is seeing an increase in
business activities with an improving economy, but remains
"cautiously optimistic" as it continues to face challenges in
its industry, such as e-substitution and competition. As such,
management reiterated its aim to grow its non-mail
contributions and regional business for diversification and
growth. More specifically, SingPost will push for regional growth
through Quantium Solutions, especially in e-commerce
logistics. Meanwhile, the group is also expanding in-country
distribution networks in the region, especially in India.

Maintain HOLD. It has been about half a year since the group's
CEO left, and the search for a new CEO is still ongoing. We
continue to like SingPost's stable and resilient business but
transformational growth is unlikely to happen overnight, given
that the group aims to leverage on its core competencies,
and the fact that the top position is still vacant. As expected,
an interim quarterly dividend of S$0.0125/share has been
declared. Given limited upside potential to our DCF-based fair
value estimate of S$1.16, we maintain our HOLD rating on

SingPost.

Please refer to the important disclosures at the back of this document.
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Spore Post's Key Financial Data

Spore Post Results 1Q11 1Q10 % Chg 4Q10 % Chg
Year Ended 31 Mar (S$ m) (S$m) (S$m) (YoY) (S$m) (QoQ)
Revenue 138.2 121.8 13.5% 133.8 3.3%
EBITDA 45.8 44.6 2.7% 39.2 16.7%
Depreciation & amortisation -7.1 -7.5 -5.5% =71 0.3%
Net interest expense -3.2 -1.9 65.5% -1.8 75.8%
Associates -0.1 1.4 NM -0.1 NM
Others 14.3 10.9 31.1% 15.2 -5.7%
Pre-tax profit 49.3 47.4 4.1% 45.4 8.7%
Tax -8.5 -7.9 8.0% -4.2 102.3%
Minority interests -0.2 -0.1 31.3% -0.3 -38.9%
Net profit att to shareholders 40.7 39.4 3.2% 40.9 -0.6%

SingPost's Key Financial Data

EARNINGS FORECAST BALANCE SHEET

Year Ended 31 Mar (S$m) FY09 FY10 FY11F FY12F  Asat 31 Mar (S$m) FY09 FY10 FY11F  FY12F
Revenue 4811 525.5 541.8 558.1  Cash and cash equivalents 139.5 390.2 4071 4621
Operating expenses 23095  -3529  -357.7  -373.0  Other current assets 75.7 94.9 98.3 101.2
EBITDA 205.0 213.0 2255 2285  Property, plant, and equipment 457.3 450.3 4434 4334
EBIT 178.6 183.2 199.3 203.0  Total assets 7702 11,0749 11,0982 1,137
Net interest expense 1.2 -1.5 -11.8 -11.5  Debt 303.0 503.0 503.0 503.0
Associates 78 1.0 0.2 1.0 Current liabilities excluding debt 194.4 2412 2239 2296
Pre-tax profit 179.1 194.8 195.7 200.7  Total liabilities 514.0 776.4 753.6 755.0
Tax -29.6 -29.0 -29.2 -28.1  Shareholders equity 2514 292.9 3384 3755
Minority interests -0.7 -0.8 -0.5 -0.5  Total equity 256.2 298.5 344.5 382.1
Net profit att to shareholders 148.8 165.0 166.0 1721 Total equity and liabilities 7702 11,0749 11,0982 1,1371
CASH FLOW

Year Ended 31 Mar (S$m) FY09 FY10 FY1MF FY12F KEY RATES & RATIOS FY09 FY10 FY11F  FY12F
Op profit before working cap. chang 205.5 223.0 224.6 2374  EPS (S cents) 7.7 8.6 8.6 8.9
Working cap, taxes and int -35.2 -14.5 -42.0 -22.9  NTA per share (cents) 13.0 10.6 12.9 15.2
Net cash from operations 170.3 208.5 182.6 2145  EBITDA margin (%) 426 40.5 416 40.9
Purchase of PP&E -145 124 -14.5 -14.1  Net profit margin (%) 30.9 314 30.6 30.8
Other investing flows 6.6 172 -16.0 42 PER(x) 14.6 13.2 13.1 12.7
Investing cash flow -7.8 -29.6 -30.5 9.8  Price/NTA (x) 8.7 10.7 8.7 74
Financing cash flow -12741 718  -1352  -149.7  EV/EBITDA (x) 114 10.7 10.1 9.7
Net cash flow 354 250.7 16.8 55.0  Dividend yield (%) 55 55 55 55
Cash at beginning of year 104.1 139.5 390.2 4071 ROE (%) 59.2 56.3 491 458
Cash at end of year (incl ODs) 139.5 390.2 4071 4621 Netgearing (%) 0.6 04 0.3 0.1

Source: Company data, OIR estimates
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SHAREHOLDING DECLARATION:
The analyst’s immediate family owns shares in the above security.

RATINGS AND RECOMMENDATIONS:

OCBC (ljnvestment Research’s (OIR) technical comments and recommendations are short-term and trading
oriented.

- However, OIR’s fundamental views and ratings (Buy, Hold, Sell) are medium-term calls within a 12-month
investment horizon. OIR’s Buy = More than 10% upside from the current price; Hold = Trade within +/-10%
from the current price; Sell = More than 10% downside from the current price.

- For companies with less than S$150m market capitalization, OIR’s Buy = More than 30% upside from the
current price; Hold = Trade within +/- 30% from the current price; Sell = More than 30% downside from the
current price.

DISCLAIMER FOR RESEARCH REPORT

This report is solely for information and general circulation only and may not be published, circulated,
reproduced or distributed in whole or in part to any other person without our written consent. This report
should not be construed as an offer or solicitation for the subscription, purchase or sale of the securities
mentioned herein. Whilst we have taken all reasonable care to ensure that the information contained in this
publication is not untrue or misleading at the time of publication, we cannot guarantee its accuracy or
completeness, and you should not act on it without first independently verifying its contents. Any opinion or
estimate contained'in this report is subject to change without notice. We have not given any consideration
to and we have not made any investigation of the investment objectives, financial situation or particular
needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is fglven and no
liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of the recipient
or any class of persons acting on such information or opinion or estimate. You may wish to seek advice
from a financial adviser regarding the suitability of the securities mentioned herein, taking into consideration
your investment ogect/ves, financial situation or particular needs, before mak/ng a commitment to invest in
the securities. OCBC Investment Research Pte Ltd, OCBC Securities Pte Ltd and their respective connected
and associated corporations together with their respective directors and officers may have or take positions
in the securities mentioned in this report and may also perform or seek to perform broking and other
investment or securities related services for the corporations whose securities are mentioned in this report
as well as other parties generally.

Privileged/Confidential information may be contained in this message. If you are not the addressee indicated
in this message (or responsible for delivery of this message to such person), you may not copy or deliver
this message to anyone. Opinions, conclusions and other information in this message that do not relate to
the official business of my company shall not be understood as neither given nor endorsed by it.
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