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SATS (SATS SP) 
1QFY27: Temporary Margin Pressure Masks Strong Fundamentals;
Share Price Weakness Presents A Good Buying Opportunity 

Highlights 
• Reported net profit rose 6.0% yoy to S$75.1m; excluding one-off JV/associate 

provisions, core net profit would have been S$80m, in line with our forecast. 
• Business fundamentals remained strong. Revenue grew 11.3% yoy, backed by 

steady to strong business volume growth across key business lines. 
• Margin pressure could persist for another 1-2 quarters, due to operational 

inefficiencies and higher input costs caused by geopolitical events but these
factors are temporary by nature. 

• Maintain BUY on SATS, keeping target price at S$5.00. The sharp sell-off 
yesterday has created a good buying opportunity. 

 

1QFY27Results 
Year to 31 Mar 
(S$m) 

1Q 
FY27 

1Q 
FY26 

yoy %
chg

4Q 
FY26 

qoq % 
chg 

Prev.
FY27F

1Q as % 
of 27F 

Remarks 

Revenue 1,676.3 1,506.3 +11.3 1,621.9 +3.4 6,850 24.5% In line/slight beat 
  Food solutions 346.0 328.3 +5.4 344.3 +0.5 1,440 24.0% In line/slight beat 
   Aviation food 235.7 233.6 +0.9 233.3 +1.0 973 24.2%   
   Non-aviation food 110.3 94.7 +16.5 111.0 -0.6 467 23.6%   
  Gateway services 1,329.3 1,178.0 +12.8 1,277.4 +4.1 5,410 24.6% In line/slight beat 
   Cargo 893.1 780.7 +14.4 808.8 +10.4 3,549 25.2%   
   Ground handling 436.2 397.7 +9.7 468.6 -6.9 1,861 23.4%   
EBIT 133.8 125.2 +6.9 109.4 +22.3 584 22.9% Slight miss (margin pressure)
  - food solutions 35.9 28.5 +26.0 21.7 +65.4      
  - gateway services 113.7 101.9 +11.6 97.0 +17.2      
JV/asso contrib. 26.8 33.0 -18.8 22.2 +20.7 117 22.9% Slight miss 
Reported net profit 75.1 70.9 +5.9 50.7 +48.1 339 22.1% Slight miss, but core in line
Margins (%)               
EBIT 8.0 8.3 -0.3ppt 6.7 +1.2ppt 8.5     
Net profit 4.5 4.7 -0.2ppt 3.1 +1.4ppt 5.0     

Source: SATS, UOB Kay Hian 

Analysis 
• Reported net profit a slight miss but core net profit in line. SATS’ reported 

net profit rose 6.0% yoy to S$75.1m, slightly below our S$80m forecast. SoAJV
declined 18.9% yoy to S$26.8m due partly to non-recurring provisions relating 
to certain ground-handling JVs affected by LCC weakness amid Middle East 
disruptions. Management indicated that excluding these provisions, SoAJV
would have been broadly flat yoy and PATMI would have been close to S$80m.
The provisions are one-off and are not expected to recur. 

 

Key Financials 
Year to 31 Mar (S$m) 2025 2026 2027F 2028F 2029F
Net turnover 5,821 6,346 6,867 7,249 7,623
EBITDA 1,036 1,146 1,208 1,311 1,388
Operating profit 476 543 561 637 687
Net profit (rep./act.) 244 285 315 384 428
Net profit (adj.) 260 301 321 384 428
EPS (S$ cents) 17.3 19.9 20.8 25.3 28.2
PE (x) 23.8 20.7 19.8 16.3 14.6
P/B (x) 2.4 2.2 2.1 1.9 1.8
EV/EBITDA (x) 11.4 10.4 10.2 9.2 8.7
Dividend yield (%) 1.2 1.7 2.1 2.5 2.8
Net margin (%) 4.2 4.5 4.6 5.3 5.6
Net debt/(cash) to equity (%) 66.6 55.3 46.8 35.7 25.7
ROE (%) 9.8 10.7 11.0 12.5 12.8
Consensus net profit - - 324 377 431
UOBKH/Consensus (x) - - 0.97 1.02 0.99

Source: SATS, Bloomberg, UOB Kay Hian 
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BUY (Maintained) 
Share Price 
Target Price 
Upside 

S$4.12
S$5.00
21.3%

 
Stock Data 
Sector Industrials

Bloomberg ticker SATS SP

Shares issued (m) 1,486.5

Market cap (S$m) 6,124.3

Market cap (US$m) 4,821.9

3-mth avg daily t’over (US$m) 25.6
 
Price Performance (%) 
52-week high/low S$4.96/S$3.17
 

1mth 3mth 6mth 1yr YTD

(10.2) (27.2) 6.5 29.6 8.1
 
Major Shareholders (%) 
Temasek Hldgs 40.33
 
Balance Sheet Metrics 
FY27 NAV/Share (S$) 2.00 

FY27 Net Debt/(Cash)/Share (Rmb) 2.19 
 
Price Chart 

Source: Bloomberg 

 
Company Description  
A global leader in aviation gateway services and Asia’s 
leading food solutions provider. 
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• Business fundamentals remained strong. Group revenue grew 11.3% yoy

to S$1.68b, driven by gateway services (+12.8% yoy) and food solutions
(+5.4% yoy). Cargo revenue rose 14.4% yoy, ground handling increased
9.7%, while non-aviation food revenue grew 16.0%. SATS saw broad-based
business volume growth across all business lines, with cargo tonnage
(+8.6% yoy), flights handled (+4.0%), aviation meals (+5.5%) and non-
aviation meals (+20.0%) performing in line with or better than our projections.

• Cargo continues to gain market share, outperforming industry
benchmark for an 11th consecutive quarter. SATS’ cargo tonnage rose
12.0% yoy on a comparable basis, outperforming our forecast of 10% and
also significantly beating IATA’s 6.2% global cargo growth benchmark.
Growth was supported by both organic volume expansion and new contract
wins across EMEA and the Americas. Contract-win momentum also remains
healthy, including Air France-KLM at JFK, SIA at KLIA, Qatar Airways Cargo
in Liège and China Airlines renewals across North America. 

• EU de minimis led to lower e-commerce volume in the Asia-Europe
corridor, but global tonnage remains resilient, rising 5% yoy in July.
WorldACD data showed combined China and Hong Kong-to-Europe tonnage
declining 12% yoy in Jul 26 following the EU de minimis rule changes.
Nevertheless, worldwide air cargo tonnage still grew 5% yoy. Importantly, the
Americas is SATS’ largest revenue region, contributing 36% of 1QFY27
revenue versus 20% from EMEA, and has recovered strongly following last
year’s US de minimis-related disruption, with Americas cargo tonnage rising
9.5% yoy. We therefore see the EU changes as a near-term drag on selected
trade lanes rather than a material threat to SATS’ overall cargo growth. 

• Near-term margin pressure could persist for another 1-2 quarters, but
still temporary by nature. Group EBIT margin declined 0.3ppt yoy to 8.0%,
as Middle East-related cargo/flight disruptions created labour inefficiencies,
while inflationary cost pressure weighed on margins. Management expects
food input-cost pressure to become more visible in 2QFY27 as favourable
long-term supply contracts roll over, and does not expect an immediate
margin rebound. That said, both food and gateway services have
mechanisms to pass through higher costs, while productivity initiatives and
IT/AI investments should progressively support efficiency from 2HFY27. 

• FY29 growth targets remain intact. Management remains confident in
achieving its FY29 targets despite near-term margin pressure. We echo this
view: Once operating conditions normalise, continued volume growth, higher
asset utilisation, cost pass-through and productivity gains should support a
resumption in medium-term margin expansion. 

Earnings Revision/Risk 
• We cut our FY27 earnings forecast by 7% to S$315m to reflect: a) the

one-off provisions made at SATS’ JV/associate levels in 1QFY27, and b)
persistent margin pressures for the next 1-2 quarters. Our FY28-29 earnings
have been left intact.  

• Key risks: a) weaker-than-expected near-term margins; b) execution risks
of expansion in new markets; and c) expansion-related gestation costs. 

Valuation/Recommendation 
• Maintain BUY on SATS, with an unchanged target price of S$5.00;

Current weakness presents a buying opportunity. Our target price
remains based on 19.7x FY28F PE, pegged to SATS’ historical mean. We
believe SATS’ underlying fundamentals remain strong, with the headline
results affected by one-off provisions and temporary margin pressure that
should ease over time as costs are passed through. In our view, the sharp
post-results sell-off is unjustified and has created an attractive entry point,
particularly for investors with an investment horizon beyond six months. 

 

 Quarterly Earnings Trend 

Source: SATS 
 
Quarterly Revenue Trend 

Source: SATS 
 

Quarterly Cargo Volume Handled 

Source: SATS 
 

Quarterly Meal Volume Produced 

Source: SATS 
 

PE-based Valuation 
 FY27F FY28F FY29F 

EPS S$0.208 S$0.253 S$0.282 

PE peg Target price 

+1.0SD 22.3x S$4.64 S$5.66 S$6.30 

+0.5SD 21.0x S$4.37 S$5.33 S$5.94 

mean 19.7x S$4.10 S$5.00 S$5.57 

-0.5SD 18.4x S$3.83 S$4.66 S$5.20 

-1.0SD 17.1x S$3.56 S$4.33 S$4.83 
Source: UOB Kay Hian 
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Profit & loss 
Year to 31 Mar (S$m) 2026 2027F 2028F 2029F

Net turnover 6,346 6,867 7,249 7,623 

EBITDA 1,146 1,208 1,311 1,388 

Deprec. & amort. 603 647 674 700 

EBIT 543 561 637 687 

Total other non-op. income (13) 0 0 0 

Associate contributions 115 108 119 121 

Net interest income/(expense) (228) (218) (205) (191)

Pre-tax profit 416 451 550 618 

Tax (111) (114) (144) (165)

Minorities (20) (22) (23) (25)

Net profit 285 315 384 428 

Net profit (adj.) 301 321 384 428 
 

 Balance Sheet 
Year to 31 Mar (S$m) 2026 2027F 2028F 2029F

Fixed assets 2,633 2,752 2,803 2,860 

Other LT assets 4,371 4,340 4,313 4,286 

Cash/ST investment 753 695 699 716 

Other current assets 1,317 1,342 1,368 1,394 

Total assets 9,074 9,129 9,184 9,257 

ST debt 553 553 553 553 

Other current liabilities 1,589 1,619 1,649 1,679 

LT debt 3,583 3,383 3,133 2,883 

Other LT liabilities 412 412 412 412 

Shareholders' equity 2,750 2,954 3,206 3,473 

Minority interest 186 208 232 257 

Total liabilities & equity 9,074 9,129 9,184 9,257 

 
Cash flow 
Year to 31 Mar (S$m) 2026 2027F 2028F 2029F

Operating  1,030 868 954 1,024 

Pre-tax profit 416 451 550 618 

Tax (83) (114) (144) (165)

Deprec. & amort. 603 647 674 700 

Associates (115) (108) (119) (121)

Working capital changes 25 4 4 4 

Non-cash items 71 0 0 0 

Other operating cashflows 112 (12) (12) (12)

Investing (231) (265) (218) (248)

Capex (345) (350) (310) (341)

Investment (10) 0 0 0 

Proceeds from sale of assets 11 0 0 0 

Others 114 85 92 93 

Financing (741) (660) (731) (759)

Dividend payments (82) (111) (132) (160)

Proceeds from borrowings 1,236 0 0 0 

Loan repayment (1,376) (200) (250) (250)

Others/interest paid (519) (349) (349) (349)

Net cash inflow (outflow) 59 (57) 4 17 

Beginning cash & cash equiv. 694 753 695 699 

Changes due to forex impact (1) 0 0 0 

Ending cash & cash equiv. 753 695 699 716 
 

 Key Metric 
Year to 31 Mar 2026 2027F 2028F 2029F

Profitability   

EBITDA margin 18.1 17.6 18.1 18.2 

Pre-tax margin 6.6 6.6 7.6 8.1 

Net margin 4.5 4.6 5.3 5.6 

ROA 3.2 3.5 4.2 4.6 

ROE 10.7 11.0 12.5 12.8 

    

Growth (% yoy)   

Turnover 9.0 8.2 5.6 5.1 

EBITDA 10.6 5.3 8.5 5.9 

Pre-tax profit 15.7 8.3 22.1 12.2 

Net profit 17.0 10.4 21.9 11.4 

Net profit (adj.) 15.6 4.7 21.9 11.4 

EPS 15.0 4.7 21.9 11.4 

    

Leverage   

Debt to total capital 44.7 40.8 35.9 31.0

Debt to equity 80.9 68.8 56.0 44.9

Net debt/(cash) to equity 55.3 46.8 35.7 25.7
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IMPORTANT NOTICE - DISCLOSURES AND DISCLAIMERS
 
This report is provided subject to various disclosures and disclaimers (the "Disclosures / Disclaimers") which form an integral part of this report and are 
available at this link or by scanning the QR code below:  

 
The Disclosures / Disclaimers contain important information, including without limitation, (a) exclusions of liability, (b) confidentiality obligations, (c) restrictions 
on publication, circulation, reproduction, distribution and use of the report, (d) potential conflicts of interest, and (e) disclosures and requirements specific to 
recipients in the United States and other applicable jurisdictions. 
 
Specifically, this report is intended for general circulation and informational purposes only and does not take into account the specific investment objectives, 
financial situation, or particular needs of any individual person. It is not intended to constitute personal investment advice or a recommendation to buy or sell 
any investment product or security. You should independently evaluate the information and, where necessary, seek advice from a qualified financial adviser 
regarding the suitability of any investment, taking into account your specific objectives, financial situation and needs, before making any investment decision. 
Analyst certifications required under applicable regulations, including SEC Regulation AC (where relevant), are included in this report. 
 
Recipients of this report must carefully read, review and understand the full Disclosures / Disclaimers before using or relying on any information in this report. 
By accessing, receiving or using this report, you acknowledge and confirm that you have read, understood, accepted and agreed to be bound by the 
Disclosures / Disclaimers (as may be amended or updated from time to time) in full." 
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