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1QFY11 results driven by broad-based growth. SATS
Limited reported its 1QFY11 results last evening. Revenue
came in at S$382.1m (+8.6% YoY, -2.2% QoQ), forming 24.1%
of our FY11 sales forecast (22.9% of consensus), while PATMI
reached S$44.3m (+9.7% YoY, -4.7% QoQ), representing
22.8% of full-year earnings estimate (21.6% of consensus).
We note that the group enjoyed broad-based growth over the
quarter, with aviation revenue (+9.1% YoY) driven by higher
cargo throughput and passenger traffic, and non-aviation food
business (+8.4% YoY) boosted by higher drinks and fruit sales
from its UK operations. Better performances were also recorded
by its ground handling associates in Hong Kong and Indonesia,
leading to a strong 61.5% growth in contribution from overseas
associates. As such, bottomline grew at a relatively faster
pace than its topline, notwithstanding the absence of S$6.1m
jobs credit benefit seen in 1QFY10. Excluding this benefit,
we estimate that PATMI would have grown by 29.2% YoY (vs.
9.7% YoY growth as reported).

Positive outlook. Going forward, management expects its
aviation business segment to improve further, in tandem with
the economic recovery in Asia. Notably, passenger traffic is
anticipated to grow in the coming quarters as full-service
carriers continue to improve their yields and add more flights.
In addition, cargo volumes are expected to grow, albeit at slower
rate, mirroring the moderating economic growth projected in
2HCY10. Despite rising costs, SATS also added that its
Singapore and UK food business are expected to remain stable
in 2010.

Update on Coolport. On its perishable cargo handling centre,
Coolport@Changi, management updated that the facility has
commenced operations since 17 Jun and that the group is
now in discussion with prospective customers for business
opportunities in this area. Management currently expects
Coolport to breakeven in 2-3 years. However, if it manages to
secure big customers (where revenue is expected to be lumpy),
the facility may break even as early as end-FY11.

Maintain BUY. We continue to like SATS for its growth
opportunities, consistently strong operating cashflows and
generous dividend payouts. We are revising our FY11 forecasts
upwards by 2.1-2.7% as we incorporate the quarterly results
into our full-year projections. This raises our DCF-based fair
value to S$3.30 from S$3.27 previously. Despite the share
price jumping by 16.5% since our last report on 10 Jun, we
continue to see an attractive upside potential of 11.5% on

SATS. As such, we maintain our BUY rating on the stock.
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(S$ m) FY09 FY10 FY11F FY12F

Revenue 1062.1 1538.9 1615.4 1690.6

EBIT 170.9 184.4 190.4 208.8

P/NTA (x) 3.5 3.2 3.0 2.9

EPS (cts) 13.6 16.6 18.2 20.0

PER (x) 21.8 17.9 16.2 14.8
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SATS' Key Financial Data

EARNINGS FORECAST BALANCE SHEET

Year Ended 31 Mar (S$m) FY09 FY10 FY11F FY12F As at 31 Mar (S$m) FY09 FY10 FY11F FY12F

Revenue 1,062.1 1,538.9 1,615.4 1,690.6 Bank and cash balances 53.4 63.8 159.0 247.6

EBITDA 235.5 275.2 281.9 306.8 Other current assets 546.9 421.9 418.0 431.2

Depreciation & amortization -64.6 -90.8 -91.5 -98.1 Property, plant, and equipment 608.4 594.4 562.4 524.2

EBIT 170.9 184.4 190.4 208.8 Total assets 2,050.3 1,909.1 1,948.9 1,992.7

Net interest -9.6 -3.3 -3.2 -1.7 Debt 251.4 24.1 22.9 22.9

Associates 22.2 41.9 60.6 64.2 Current liabilities excluding debt 258.2 263.2 278.1 289.0

Exceptional items 0.0 0.0 0.0 0.0 Total liabilities 634.0 409.0 421.3 430.8

Profit before tax 183.5 223.0 247.8 271.3 Shareholders equity 1,398.0 1,481.8 1,508.8 1,542.5

Income tax expense -35.1 -40.9 -47.5 -51.6 Minority interests 18.3 18.3 18.8 19.4

PATMI 146.7 181.2 199.8 219.2 Total equity and liabilities 2,050.3 1,909.1 1,948.9 1,992.7

CASH FLOW

Year Ended 31 Mar (S$m) FY09 FY10 FY11F FY12F KEY RATES & RATIOS FY09 FY10 FY11F FY12F

Op profit before working cap. chg. 237.2 279.8 281.0 306.5 EPS (SG cents) 13.6         16.6          18.2         20.0         

Working cap, taxes and int -46.6 -24.8 -32.3 -57.3 NTA per share (SG cents) 85.5         93.3          97.3         102.2       

Net cash from operations 190.6 255.0 248.6 249.2 EBIT margin (%) 16.1% 12.0% 11.8% 12.4%

Purchase of PP&E -28.1 -64.1 -40.0 -40.0 Net profit margin (%) 13.8% 11.8% 12.4% 13.0%

Other investing flows -421.3 48.6 30.3 32.8 PER (x) 21.8         17.9          16.2         14.8         

Investing cash flow -449.4 -15.5 -9.7 -7.2 Price/NTA (x) 3.5           3.2            3.0           2.9           

Financing cash flow -166.8 -318.1 -143.7 -153.4 EV/EBITDA (x) 14.7         11.7          11.1         9.9           

Net cash flow -425.6 -78.6 95.2 88.5 Dividend yield (%) 3.4% 4.4% 4.7% 5.1%

Cash at beginning of year 700.3 275.7 195.8 291.0 ROE (%) 10.6% 12.5% 13.2% 14.2%

Cash at end of year 53.4 63.8 159.0 247.6 Net gearing (%) Net Cash Net Cash Net Cash Net Cash

Source: Company data, OIR estimates

SATS' Key Financial Data

SATS Results 1Q10 1Q11 % Chg 4Q10 % Chg

Year Ended 31 Mar (S$ m) (S$m) (S$m) (YoY) (S$m) (QoQ)

Revenue 351.7 382.1 8.6% 390.6 -2.2%

EBITDA 66.6 63.5 -4.7% 63.0 0.8%

Depreciation & amortisation -22.9 -22.3 -2.6% -22.7 -1.8%

Operating profit 43.7 41.2 -5.7% 40.3 2.2%

Finance costs -1.9 -1.0 -47.4% -0.6 66.7%

Interest and investment income 0.9 0.3 -66.7% 0.1 200.0%

Associates 9.1 14.7 61.5% 13.0 13.1%

Profit before exceptional item 51.8 55.2 6.6% 52.8 4.5%

Exceptional item 0.0 0.0 nm 0.0 nm

Pre-tax profit 51.8 55.2 6.6% 52.8 4.5%

Tax -10.9 -10.9 0.0% -6.2 75.8%

Minority interests -0.5 0.0 -100.0% -0.1 nm

Net profit 40.4 44.3 9.7% 46.5 -4.7%

Net Margin 11.5% 11.6% 11.9%
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SHAREHOLDING DECLARATION:
The analyst/analysts who wrote this report holds NIL shares in the above security.

RATINGS AND RECOMMENDATIONS:
OCBC Investment 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 given 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 objectives, financial situation or particular needs, before making 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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