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Singapore Airlines (SIA SP) 
Near-term Outlook Clouded By Elevated Jet Fuel Prices Amid Middle
East Tensions 

Highlights 
• Aug 26 operating data came in in line with our projection, with pax load and

cargo load rising 1.5% and 2.8% yoy, respectively. 
• The sharp rebound in jet fuel prices amid re-escalated Middle East tensions

has led us to cut our FY27/28 earnings forecasts for SIA by 21%/5%,
respectively. Our 2QFY27 net profit guidance has been reduced to S$230m-
370m. 

• Air India is reportedly seeking fresh capital injection from its owners including
SIA. Weighing the opportunities in India and the uncertainties related to Air
India’s turnaround timeline, we are largely neutral towards this deal.   

• Downgrade SIA to SELL due to lack of near-term catalysts, with a lower
target price of S$6.16 (pegged to 1.19x FY27F P/B). 

 

Aug 26 Operation Statistics 
  Aug-26 Aug-25 Chg yoy 5MFY27 5MFY26 Chg yoy
Pax operation 
Pax capacity (m seat-km) 15,991 15,451 +3.5% 78,873 74,900 +5.3%
  as % of 2019 levels 105.5% 101.9% +3.6ppt 106.7% 101.3% +5.4ppt
Pax load (m pax-km) 13,809 13,603 +1.5% 68,428 65,824 +4.0%
  as % of 2019 levels 105.4% 103.8% +1.6ppt 109.5% 105.4% +4.2ppt
Pax load Factor 86.4% 88.0% -1.6ppt 86.8% 87.9% -1.1ppt
  change from 2019 levels - +1.6ppt +2.2ppt +3.4ppt
Cargo operation 
Cargo capacity (m tonne-km) 934 941 -0.7% 4,570 4,577 -0.1%
  as % of 2019 levels 99.6% 100.3% -0.7ppt 97.5% 97.7% -0.1ppt
Cargo load (m tonne-km) 534 519 +2.8% 2,665 2,590 +2.9%
  as % of 2019 levels 99.7% 97.0% +2.7ppt 97.7% 94.9% +2.8ppt
Cargo load factor 57.2% 55.2% +2ppt 58.3% 56.6% +1.7ppt
  change from 2019 levels +0.1ppt -1.9ppt 

 
+0.1ppt -1.7ppt

Source: SIA, UOB Kay Hian 

Analysis 
• Aug 26 operating data broadly in line. Singapore Airlines’ (SIA) passenger

load increased 1.5% yoy in Aug 26, supported by healthy air-travel demand,
but lagged passenger capacity growth of 3.5% yoy. Consequently,
passenger load factor declined 1.6ppt yoy to 86.4%, which remains healthy
by historical standards. Cargo load rose 2.8% yoy, despite a 0.7% yoy drop
in cargo capacity due to aircraft maintenance activity. As a result, cargo load
factor improved 2.0ppt yoy to 57.2%. SIA noted that cargo demand remains
strong across most markets, although e-commerce flows to Europe have
softened following the EU’s introduction of a small-parcel duty and removal
of the de minimis exemption from 1 Jul 26. 

 

Key Financials 
Year to 31 Mar (S$m) 2025 2026 2027F 2028F 2029F
Net turnover 19,540 20,522 24,490 23,947 23,345
EBITDA 4,090 4,916 4,589 4,266 4,458
Operating profit 1,709 2,375 1,958 1,579 1,608
Net profit (rep./act.) 2,778 1,184 834 961 1,172
Net profit (adj.) 1,575 1,076 834 961 1,172
EPS (S$ cents) 50.6 34.9 26.5 30.5 37.2
PE (x) 13.1 18.9 25.0 21.7 17.8
P/B (x) 1.3 1.2 1.3 1.3 1.3
EV/EBITDA (x) 5.5 4.5 4.9 5.2 5.0
Dividend yield (%) 6.1 5.6 3.9 4.7 3.9
Net margin (%) 14.2 5.8 3.4 4.0 5.0
Net debt/(cash) to equity (%) (7.0) (14.7) (1.2) 10.4 19.6
ROE (%) 17.4 7.2 5.0 5.9 7.1
Consensus net profit - - 962 1,527 1,553
UOBKH/Consensus (x) - - 0.87 0.63 0.75

Source: SIA, Bloomberg, UOB Kay Hian 
 

 Analyst(s) 
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SELL (Downgraded) 
Share Price 
Target Price 
Upside 
Previous TP 

S$6.61
S$6.16

-6.8%
S$6.71

 
Stock Data 
Sector Industrials

Bloomberg ticker SIA SP

Shares issued (m) 3,153.7

Market cap (S$m) 20,845.7

Market cap (US$m) 16,381.7

3-mth avg daily t’over (US$m) 42.6
 
Price Performance (%) 
52-week high/low S$7.92/S$6.21
 

1mth 3mth 6mth 1yr YTD

(6.2) (7.8) 1.1 1.5 3.3
 
Major Shareholders (%) 
Temasek Hldgs 50.6
 
Balance Sheet Metrics 
FY27 NAV/Share (S$) 5.17 

FY27 Net Debt/(Cash)/Share (Rmb) (0.06) 
 
Price Chart 

Source: Bloomberg 

 
Company Description  
Singapore’s flagship carrier, flying to more than 130 
destinations in over 30 countries before the pandemic. 
Frequently ranked as Best Airline by magazines and ranking 
agencies. 
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• Sharply rising jet fuel prices amid re-escalated Middle East tensions...
Jet fuel prices temporarily pulled back to near US$120/barrel in late-Jun 26
during the US-Iran truce talk. However, prices have since rebounded as the
truce talks faltered and tensions re-escalated. The latest developments
indicate that shipping through the Strait of Hormuz remains severely
constrained, while Saudi Arabia has shut down its East-West pipeline, a key
alternative route that bypasses Hormuz and transports crude to the Red Sea.
Houthi forces have also expanded their presence around the Red Sea,
creating an additional threat to shipping and oil-routing alternatives. Against
this backdrop, global fuel prices are re-approaching the previous highs seen
in Apr-May 26, with latest jet fuel prices standing near US$190/barrel as of
15 Sep 26, within striking distance from US$200/barrel levels seen in Apr 26.

• ...likely to weigh on SIA’s earnings over the next few quarters. While
SIA’s 40-50% fuel hedging position for the remainder of FY27 should provide
some protection relative to its regional peers, its earnings outlook remains
exposed to further fuel-price volatility. With no quick resolution to the Middle
East tensions in sight, jet fuel prices are likely to remain elevated in the near
term, creating continued pressure on SIA’s profitability. Air India, in which
SIA holds a 25.1% stake, is likely to face greater exposure to higher jet fuel
prices and related operating disruptions given its closer proximity to the
conflict-affected region. 

• 2QFY27 preview: Net profit forecast lowered to S$230m-370m.
Reflecting the further rebound in jet fuel prices since our previous report
update at end-Jul 26, we have revised SIA’s 2QFY27 net profit forecast range
to S$230m-370m, from S$240m-460m previously. Our updated forecast
incorporates an estimated fuel-hedging gain of nearly S$400m and an
estimated net loss contribution of S$250m from Air India.  

• Air India reported seeking capital injection from shareholders.
According to a recent Reuters report, Air India is seeking approximately
US$1.5b (S$1.9b) in equity funding from its shareholders, Tata Group and
SIA. Based on SIA’s 25.1% stake, this implies a potential equity top-up of
approximately S$480m by SIA. SIA is reportedly evaluating the investment,
with no final decision made at this stage. We remain neutral on the potential
equity top-up. On the one hand, further investment would be aligned with
SIA’s multi-hub strategy, giving it access to India’s large and fast-growing
aviation market. On the other hand, there remains no clear timeline for Air
India to return to profitability, while Air India’s recent leadership change may
have also added some transition time.     

Earnings Revision/Risk 
• Cut our FY27-28 earnings forecasts for SIA by 21%/5% to

S$834m/S$961m, respectively, to reflect negative impacts from higher jet
fuel prices.  

• Key risks include: a) a long-lasting Middle East unrest sustaining fuel prices
at elevated levels, b) weaker global macroeconomy dampening air travel and
air cargo demand, and b) prolonged Air India drag. 

Valuation/Recommendation 
• Downgrade SIA to SELL with a lower target price of S$6.16. Our updated

target price is pegged to 1.19x FY27F P/B (+0.5SD above historical mean of
1.10x), lowered from the previous +1SD P/B peg. We like SIA for its strong
operation track record and healthy balance sheet, but think it lacks near-term
catalysts. In view of: a) a more subdued earnings outlook for the remaining
FY27, driven by the elevated jet fuel prices; and b) uncertainties related to
Air India, we downgrade SIA to SELL and recommend investors to wait for a
better entry point.  

 

 Jet Fuel Prices 

Source: S&P Global Platts 
 

Historical P/B Band 

Source: Bloomberg 
 

P/B-based Valuation 
 FY26 FY27F FY28F 

Adjusted BVPS S$5.47 S$5.17 S$5.21 

P/B peg Target price 

+2.0SD 1.48x S$8.08 S$7.63 S$7.70 

+1.5SD 1.38x S$7.56 S$7.14 S$7.20 

+1.0SD 1.29x S$7.04 S$6.65 S$6.71 

+0.5SD 1.19x S$6.52 S$6.16 S$6.21 

Mean 1.10x S$6.00 S$5.67 S$5.72 
Source: UOB Kay Hian 
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Profit & loss 
Year to 31 Mar (S$m) 2026 2027F 2028F 2029F

Net turnover 20,522 24,490 23,947 23,345 

EBITDA 4,916 4,589 4,266 4,458 

Deprec. & amort. 2,541 2,631 2,687 2,849 

EBIT 2,375 1,958 1,579 1,608 

Total other non-op. income 81 (0) 0 0 

Associate contributions (792) (676) (185) 31 

Net interest income/(expense) (45) (65) (123) (153)

Pre-tax profit 1,618 1,216 1,270 1,486 

Tax (395) (341) (262) (262)

Minorities (39) (41) (47) (52)

Net profit 1,184 834 961 1,172 

Net profit (adj.) 1,076 834 961 1,172 
 

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

Fixed assets 26,902 28,636 31,030 33,077 

Other LT assets 3,070 2,394 2,209 2,240 

Cash/ST investment 8,510 7,447 5,483 3,902 

Other current assets 4,932 4,194 4,381 4,503 

Total assets 43,413 42,671 43,103 43,721 

ST debt 1,957 1,957 1,957 1,957 

Other current liabilities 11,934 10,945 11,212 11,672 

LT debt 5,710 7,044 7,044 7,044 

Other LT liabilities 6,126 5,996 5,996 5,996 

Shareholders' equity 17,262 16,291 16,433 16,565 

Minority interest 424 440 462 488 

Total liabilities & equity 43,413 42,671 43,103 43,721 

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

Operating  5,103 3,227 4,085 4,533 

Pre-tax profit 1,618 1,216 1,270 1,486 

Tax (11) (341) (262) (262)

Deprec. & amort. 2,541 2,631 2,687 2,849 

Associates (865) (714) (257) (67)

Working capital changes (97) (1,021) 81 337 

Non-cash items 295 (0) 0 0 

Other operating cashflows 1,622 1,456 565 190 

Investing (2,424) (3,636) (4,376) (4,206)

Capex (2,749) (3,876) (4,576) (4,376)

Investment (39) 0 0 0 

Proceeds from sale of assets 4 0 0 0 

Others 360 240 200 170 

Financing (2,879) (653) (1,673) (1,908)

Dividend payments (1,162) (1,166) (819) (1,040)

Proceeds from borrowings (840) 1,333 0 0 

Loan repayment 0 0 0 0 

Others/interest paid (877) (821) (854) (869)

Net cash inflow (outflow) (200) (1,063) (1,964) (1,581)

Beginning cash & cash equiv. 8,257 7,931 6,868 4,905 

Changes due to forex impact (126) 0 0 0 

Ending cash & cash equiv. 7,931 6,868 4,905 3,323 
 

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

Profitability   

EBITDA margin 24.0 18.7 17.8 19.1 

Pre-tax margin 7.9 5.0 5.3 6.4 

Net margin 5.8 3.4 4.0 5.0 

ROA 2.7 1.9 2.2 2.7 

ROE 7.2 5.0 5.9 7.1 

    

Growth (% yoy)   

Turnover 5.0 19.3 (2.2) (2.5)

EBITDA 20.2 (6.7) (7.0) 4.5 

Pre-tax profit (45.4) (24.8) 4.5 17.0 

Net profit (57.4) (29.5) 15.2 21.9 

Net profit (adj.) (31.6) (22.5) 15.2 21.9 

EPS (31.0) (24.1) 15.2 21.9 

    

Leverage   

Debt to total capital 30.2 35.0 34.8 34.5

Debt to equity 43.3 53.8 53.3 52.8

Net debt/(cash) to equity (14.7) (1.2) 10.4 19.6
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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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