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Rating 200 i
- Previous Rating 1.00 BA
Target Price (HKD) 3.73
- Previous Target Price (HKD) 4.4
Closing Price (HKD) 3.29
Expected Capital Gains (%) 13.4%
Expected Dividend Yield (%) 0.0%
Expected Total Return (%) 13.4%
Raw Beta (Past 2yrs w eekly data) 1.03
Market Cap. (HKD bn) 42,228
Enterprise Value (HKD mn) 95,899
52 w eek range (HKD) 2.12-3.73
Closing Price in 52 w eek range ‘
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Key Financial Summary
FYE 12/11 12/12 12/13F  12/14F
Revenue (RMB mn) 83,465 85,253 97,025 106,892
Net Profit, adj. (RMB mn) 4,576 2,954 3,774 4,410
EPS, adj. (RMB) 0.41 0.26 0.33 0.39
P/E (X),ad]. 6.6 10.0 7.8 6.7
BVPS (RMB) 1.79 2.07 2.39 2.80
P/B (X) 15 1.3 1.1 0.9
DPS (RMB) 0.00 0.00 0.00 0.00
Div. Yield (%) 0.0% 0.0% 0.1% 0.1%

Source: Bloomberg, PSR est.

*All multiples & yields based on current market price
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Fig 2. Fleet Delivery Plan
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Fig 3. RPK growth of CEA
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Fig 4. P L/F (Passenger Load Factor) Comparison
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Fig 5. Peer Valuation Comparison
BEst

CapUSD BEs BEs BES BEsi EVBES ~ OPM
Ticker Name il PIB PIB:Y+1 PIE PIEY+L EBITDA ROE LF
QAN AU Equity  QANTAS ARWAYS LTD W0e21 07 06 B8 104 38 41 49
601111 CH Equity AR CHINA LTD-A 10698 120 11/ 113 98 73 102 104
600029 CHEquity CHNA SOUTHERNARLNES CO-A 52561 10 09 88 83 55 81 45
600115 CHEquity CHNA EASTERNARLINES COA 52659 12| 100 90 76 62 158 27
600221 CH Equity HAINAN AIRLINES CO-A 532 13 120 47 14 85 101 4l

670 HK Equity  CHINA EASTERN AIRLINES CO-H 52609 L1 09 75 64 65 158 27
753 HK Equity AR CHINA LTD-H 106209 11 10 03] 85 75102 104
293HK Equity ~ CATHAY PACIFIC ARWAYS 635.7 0.9 08 176 101 .7 16 41
1055 HK Equity ~ CHINA SOUTHERN ARLINES CO-H  525%6.1 0.8 0.7 841 12 56 81 45
9202 JP Equity  ANA HOLDINGS INC 71033 0.9 09 168 152 481 53 100
SIASP Equity  SINGAPORE AIRLINES LTD 101365 1.0 09 330 186 43 25 28
DAL US Equity  DELTA AR LINES INC 131826 2111 50 60 52 47/ NA 55
UALUS Equity ~ UNITED CONTINENTAL HOLDINGS | 100722 6.7 300 80/ 61 42632 03
LUV US Equity ~ SOUTHWEST ARLINES CO 95745 13 12 132, 110 46 61 25

Source: Bloomberg, PSR
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FYE DEC FY10 FY11l FY12 FY13F FY14F
Valuation Ratios

PIE (X), adj. 6.1 6.6 10.0 7.8 6.7

P/B (X) 2.0 15 13 11 0.9

Dividend Yield (%) 0.0% 0.0% 0.0% 0.1% 0.1%
Per share data (RMB)

EPS, reported 0.44 0.41 0.26 0.33 0.39

EPS, adi. 0.44 0.41 0.26 0.33 0.39

DPS 0.00 0.00 0.00 0.00 0.00

BVPS 1.35 1.79 2.07 2.39 2.80

Growth & Margins (%)

Growth

Revenue 84.9% 12.1% 2.1% 13.8% 10.2%
EBIT 220.5% -25.8% 1.9% 11.4% 21.1%
Net Income, adj. 2837.8% -7.7% -35.4% 27.8% 16.8%
Margins

EBIT margin 6.8% 6.5% 2.0% 3.3% 3.3%
Net Profit Margin 6.7% 5.5% 3.5% 3.9% 4.1%
Key Ratios

ROE (%) 60.1% 25.9% 13.6% 15.0% 15.1%
ROA (%) 5.7% 4.2% 3.1% 4.2% 4.2%

Income Statement (RMB mn)

Revenue 74,462 83,465 85,253 97,025 106,892
Operating expenses (68,765) (79,292) (82,745) (93,418) (102,417)
Profit from operations 5,697 4,173 4,228 4,689 5,685
Non-operating income/expense 67 106 133 167 195
Profit before tax 5,418 4,841 3,012 4,032 4,715
Tax (133) (264) (205) (242) (283)
Profit for the period 5,284 4,576 2,808 3,790 4,432
Minority interests (326) 1) 146 (15) (22)
Total capital share 11,257 11,257 11,277 11,277 11,277
Net profit 4,958 4,576 2,954 3,774 4,410
Source: PSR
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Ratings History

6 'IM:rrgl](gi Eﬂgg - -~~~ -~ .- Source: Bloomberg, PSR

5
PSR Rating System

Total Returns Recommendation Rating
> +20% Buy 1

+5% to +20% Accumulate 2

-5% to +5% Neutral 3

-5% to -20% Reduce 4
<-20% Sell 5
Remarks

We do not base our recommendations entirely on the above quantitative return bands.
We consider qualitative factors like (but not limited to) a stock's risk rew ard profile, market
sentiment, recent rate of share price appreciation, presence or absence of stock price
catalysts, and speculative undertones surrounding the stock, before making our final
recommendation
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