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Aviation NEUTRAL

Holding Out at The Airport >
By Raymond Choo Ping Khoon | pkchoo@kenanga.com.my

We are expecting airlines carriers including AirAsia to face tougher operating conditions following
the COVID-19 pandemic due to the restrictions and collapse in air travel despite having resumed its
scheduled domestic flights. For the sector, we prefer Malaysia Airport Holdings Berhad (MAHB), being
a monopolistic airport operator in the country. While a prolonged coronavirus pandemic could impact
MAHB’s earnings, the experience from SARS indicates that the impact to passenger volume will see a
rapid recovery soon after. We believe the recent sell-down presents an opportunity to buy into MAHB
and with renewed optimism in the yet to be signed OA. AirAsia is expected to face losses on weaker
loads and higher operating costs. In the meantime, the sector could be further de-rated by fears of
longer-than-expected recovery and remain mired with losses. We maintain Underperform on AirAsia
with a TP of RM0.52 based on unchanged 0.5x FY21E BVPS. TP for MAHB (OUTPERFORM) is RM6.30
based on 22x FY21E EPS.

A weak 1QFY20 as expected. The recently reported 1QFY20 results saw Airport and
AirAsia coming in below expectations. Malaysia Airports Holdings delivered 1QFY20
earnings which came in below expectations due to lower-than-expected contribution from
retail and higher-than-expected losses in Turkey. 1QFY20 revenue fell 25% in tandem with
the contraction in passenger movements of 23.9% due to the impact of pandemic.
Revenue from the aeronautical segment decreased by 22% due to lower passenger
movement. Passenger traffic for the Malaysia operations contracted 28% (international: -
32.8%, domestic: -22.0%). The passenger traffic for Turkey operations contracted by
12.3% (international: -6.7%, domestic: -15.7%). Non-aeronautical segment revenue
decreased 28.6% due to lower retail (-41%) and rent & loyalties (-21%). AirAsia was hit by
lower load factor and Group CASK (+38) rose faster than RASK (+2%) on improved pricing strategy in Malaysia and Indonesia.

AirAsia domestic flights resumed operations. AirAsia has resumed its scheduled domestic flights commencing with Malaysia
on 29 April 2020, followed by Thailand (1 May 2020), the Philippines (1 June 2020) and India (4 May 2020). The resumption of
services will initially be focused on key selected domestic routes, which will increase gradually to include international
destinations around the network, once the situation improves and governments lift borders and travel restrictions. We highlight
that AirAsia’s website is experiencing traffic growth of 170%. Some of the most popular routes booked include Kota Kinabalu
and Kuching to Kuala Lumpur for Malaysia, Bangkok to Chiang Mai and Hat Yai for Thailand, Manila to Puerto Princesa and
Davao for the Philippines, Delhi to Srinagar and Bengaluru to Hyderabad for India and Jakarta to Denpasar and Medan for
Indonesia. However, over the medium term, we expect AirAsia to face tough operating environment of low loads derailed by
widespread travel disruptions due to the COVID-19. The group has also restructured a major portion of the fuel hedges with
supportive counterparties and are still in process of restructuring the remaining exposure. The group have applied for bank loans
in their respective operating countries to shore up liquidity, with net cash currently at RM1.0b as at 31 March 2020. In addition,
AirAsia has ongoing deliberations with a number of parties for joint-ventures and collaborations that may result in additional
third-party investments in specific segments of the group's business.

Potential re-rating if CA is signed in end Dec 2020. We highlight that following 12 Apr 2019, MAHB announced that the
Government had approved the extension of MAHB’s concession to operate 39 airports in Malaysia from 2034 to 2069. The new
Operating Agreement (OA) with the Government following the extension of the concession (yet to be signed) will pave the way
for the stock to be re-rated. We believe the new OA will be investor-friendly, and create a sustainable long-term development of
MAHB. We expect MAHB to be hit by COVID-19 in terms of passenger traffic growth both in Malaysia and Turkey. Management
has highlighted that MAHB insisted on a 90-day credit period for rental of premises instead of rebates at the airport as well as
landing and parking charges. While a prolonged pandemic would impact MAHB'’s earnings, the experience from SARS suggest
that passenger volume will see a rapid recovery once the pandemic subsides. With renewed optimism in the yet to be signed
OA, we raise out TP from RM5.40 to RM6.30 based higher PER multiple from 19x to 22x based on FY21EPS.

Reiterate Neutral. On picks, we like MAHB as a monopolistic airport operator in the country. While a prolonged coronavirus
pandemic could impact MAHB’s earnings, judging by the experience from SARS indicates that the impact to passenger volume
should see a rapid recovery soon after. TP for MAHB is RM6.30 based on 22x FY21E EPS. Reiterate Outperform on Malaysia
Airport. We believe the recent sell-down presents an opportunity to buy this high beta stock.
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Peer Comparison - Airlines
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AVIATION UNDER COVERAGE

AIRASIA GROUP BHD MYR 0.875 2,924.2 Y  12/2020 -104% 10.4%  264.1 (117.6) N.A. NA. 15.1 0.7 0.7  -126%  0.0% 0.520 uP
m&;g;%ggmpoms MYR 5.45 9,042.6 N 12/2020 -182% 19.7%  -68.0%  176.3% 16.8 52.6 19.0 1.0 10 18% 0.7% 6.30 oP
Simple Average 122%  12.6%  -49.0%  2233% 168 52.6 17.0 0.8 09  -5.4% 0.4%

CONSENSUS NUMBERS

Low-Cost Carriers:

AIRASIA X BHD MYR 0.100 4148 Y  12/2020 -10.0% 13.9% -256.3%  -275.8%  NA. NA. NA. 19 20  -462%  0.0% 0.037 SELL
ASIA AVIATION PCL THB 1.99 9,651.5 N 12/2020 -40.9%  46.4%  -16.8%  -947.7%  NA. NA. NA. 0.6 06  -137%  00% 2.08 NEUTRAL
CEBU AIR INC PHP 39.60 23,7725 N 122020 -352% 41.0% -1204%  30.1% 26 NA. 38 0.6 06  -48% 5.8% 5070  NEUTRAL
EASYJET PLC GBp 680.00 2,970.8 N 09/2020 -442% 52.4% -2317%  340.8% 85 NA. 22,0 13 11 -162%  0.0% 86159  NEUTRAL
COL LINHAS AEREASINTEL- ysp 6.78 1,205.8 N 122020 -34.6% 29.3%  -4.6%  -42805.6%  N.A. NA. NA. NA.  NA  36.0% 0.2% 6.10 NEUTRAL
JETBLUE AIRWAYS CORP usD 10.90 2,939.8 N 122020 -545% 62.8% -289.4%  485.7% 5.2 NA. 13.2 0.7 07  236%  0.0% 1200  NEUTRAL
RYANAIR HOLDINGS PLC EUR 10.66 11,607.1 N 032021 -56.6% 99.9% -202.8%  75.2% 17.9 NA. 13.1 23 29  -135%  0.0% 12.79 BUY
SOUTHWEST AIRLINES CO USD 34.18 20,145.2 N 122020 -533% 637% -2160%  257.9% 8.8 NA. 19.5 19 16  -183%  05% 41.33 BUY
xg‘g:“Nggsl}RA“A AUD NA. NA. N 06/2020 -183%  02%  -1443%  -2845%  NA. NA. NA.  NA  NA  958% NA. 0.040 SELL
Full-Service Carriers:

AIR CHINA LTD-H HKD 462 93,314.4 N 122020 -293% 47.7% -1835%  78.7% 145 NA. 13.7 0.7 07 5.1% 0.0% 6.56 BUY
AIR NEW ZEALAND LTD NZD 132 1,482.1 N 06/2020 -209% -33.7% -132.8%  -37.5% 55 NA. NA. 0.8 11 -48% 4.2% 0.988 SELL
ANA HOLDINGS INC JPY 245100 8541695 N 032021 -39.9% 47.3% -9446%  1082.1%  30.9 NA. 39.6 0.8 10 -274%  2.0% 2,350.00 SELL
ASIANA AIRLINES KRW 384000  857.2235 N 122020 -238% 16.7% -1241%  -3148%  NA. NA. NA. 6.7 17  -439%  0.0% 400000 NEUTRAL
CATHAY PACIFIC AIRWAYS HKD 7.50 29,503.8 N 122020 -46.0% 540% -598.9%  532.8% 17.4 NA. 18.6 05 06  -188%  0.2% 8.39 SELL
CHINA AIRLINES LTD TWD 8.20 44,452 1 N 12/2020 -269% 19.2%  1620%  -574.9%  NA. 60.0 NA. 0.8 09  -15.9% N.A. 8.00 NEUTRAL
83%‘ EAERN ARINES HKD 2.76 66,147.5 N 122020 -32.4% 50.8% -256.1%  1045% 207 NA. 13.9 0.6 0.7 -5.4% 0.2% 3.81 BUY
88'_&"‘ SOUEERN ARLIES 3.43 77,3553 N 122020 -32.9% 449% -3655%  189.1% 293 NA. 20.9 0.6 07 53% 0.3% 477 BUY
EVA AIRWAYS CORP TWD 11.20 54,360.0 N 12/2020 -323% 11.7%  -96.3%  1311.0% 136 3723  26.4 0.8 08  -54% NA. 1120  NEUTRAL
SéngDF'{“O"“T%ﬁNES'A IDR 246.00  6,368,097.8 N 12/2020 -36.7% 34.1% -2587.1% -1654.8% 9115331 NA. NA. 0.6 08  -35.8% NA. 33750  NEUTRAL
oo AEHLES FEHBIYE gy 1.50 25,137.9 N 122020 NA.  NA. NA. NA. 46.3 NA. NA. 07 NA  NA N.A. NA. SELL
JAPAN AIRLINES CO LTD JPY 194200  654,732.7 N 03/2021 -445% 56.9% -399.8%  351.3% 12.3 NA. 14.4 0.6 0.7 -182%  4.9% 2,405.00 NEUTRAL
JET AIRWAYS INDIA LTD INR 30.85 3,504.5 N 032019 51%  NA  -18.6% NA. NA. NA. NA.  NA  NA  NA NA. NA. NA.
KOREAN AIRLINES COLTD ~ KRW  17,350.00 1,782,459.2 N 12/2020 -233% 232%  -98.1%  330.5% NA. NA. 93 14 14 253%  12% 19,129.08 BUY
QANTAS AIRWAYS LTD AUD 3.78 5,635.2 N 06/2020 -245% -293% -101.9%  20.4% 6.3 NA. 68.0 22 39  -1.6% 2.9% 452 BUY
SINGAPORE AIRLINES LTD SGD 3.73 11,051.3 N 032021 -493% 67.2%  -13.2%  887.8% N.A. NA. 61.2 0.7 08  -118%  21% 3.81 SELL
I\JHrAEIFA{\r\l&vTV%T\ﬁ\L THB 3.80 8,294.5 N 122020 -351% 275%  -467%  -2190%  NA. NA. NA. 07  NA  -1800%  0.0% 233 SELL
xg‘gPNg%SI}RAL'A AUD NA. N.A. N 06/2020 -183%  02%  -1443%  -2845%  NA. NA. NA. NA.  NA  958% N.A. 0.040 SELL

*Peers are denominated in their respective local currencies
Source: Bloomberg, Kenanga Research
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Peer Comparison-Airports
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AVIATION UNDER COVERAGE

AIRASIA GROUP BHD MYR 0875 29242 Y 12/2020  -104%  104% 2641  (1176) NA.  NA. 154 07 07  -126%  0.0% 0.520 uP
WACAYSIAAIRPORTS HLDGS v 5.45 9,042.6 N 12/2020  -182%  19.7%  -68.0%  1763% 168 526 190 10 1.0 1.8% 0.7% 6.00 oP
Simple Average 122%  126%  -49.0%  2233% 168 526 170 08 09 -5.4% 0.4%

CONSENSUS NUMBERS

Low-Cost Carriers:

AIRPORTS OF THAILAND PCL  THB 60.50  864,284.9 N 09/2020  -47.3%  258%  -76.3%  753% 345 1458 832 58 57 4.4% 0.5% 5034  NEUTRAL
[LCKIAND INTL AIRPORT NZD 6.57 9,674.7 N 06/2020  -23.2%  -327%  -68.8%  -69.8% 185 592 1960 13 13 2.4% 0.5% 6.67 NEUTRAL
b NG CAPITAL INTL HKD 485 22,2090 N 12/2020  -315%  17.0%  -809%  1186% 92 482 220 08 08 2.6% 1.8% 6.18 NEUTRAL
FLUGHAFEN WIEN AG EUR 2530 21252 N 12/2020  -456%  525%  -132.3%  80.7% 134 NA. 334 16 16 3.8% 1.4% 3003  NEUTRAL
FLUGHAFEN ZURICH AG-REG ~ CHF 12310 37794 N 12/2020  -38.6%  425%  -98.9%  54151% 122 11428 207 15 15 0.8% 3.2% 145.00 BUY
GRUPO AEROPORT DEL § : X § i §

oA MXN 16527 92,7165 N 12/2020  -137%  23.9%  -38.8%  465% 173 283 193 41 39 17.6% 3.9% 180.80  NEUTRAL
SUPO AEROPORT DEL MXN 25665  76,995.0 N 12/2020  -242%  17.2%  -466%  407% 141 264 187 23 22 9.3% 3.7% 28553  NEUTRAL
DGEFI‘_UgSN‘?EROPORTUAR'O MXN 10685 41,8105 N 12/2020  -333%  403%  -350%  443% 130 200 138 40 35 21.1% 3.4% 118.93 BUY
oANGHCU BAIYUN CNY 1524 315364 N 12/2020  -156%  36.1%  -59.4%  2237% 315 777 240 19 19 3.0% 0.4% 17.64 BUY
ééPAN ARECIRT TIERL L JPY 459000 3877471 N 03/2021  -358%  50.1%  -287.2%  120.6% 774  NA. 498 23 23 5.3% 0.3% 485000 NEUTRAL
KOBENHAVNS LUFTHAVNE DKK 457000 35,8657 N 12/2020 NA. NA. NA. NA. 32 NA  NA 107 NA NA. NA. NA. SELL
AALAYSIAAIRPORTS HLDGS v 5.45 9,042.6 N 12/2020  -321%  33.0%  -1387%  653% 189 NA 318 12 1.1 1.1% 11% 5.67 NEUTRAL
SYDNEY AIRPORT AUD 5.67 12,813.2 N 12/2020  -514%  55.0%  -137.0%  1136% 317 NA. 973 NA  NA  143% 1.0% 7.05 NEUTRAL
HoL D i ANLARE TRY 1937 70368 N 12/2020  -34.8%  47.0%  -1239%  2335% 30  NA. 291 08 08 4.7% 9.9% 23.04 BUY

*Peers are denominated in their respective local currencies
Source: Bloomberg, Kenanga Research
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Stock Ratings are defined as follows:

Stock Recommendations

OUTPERFORM : A particular stock’s Expected Total Return is MORE than 10%
MARKET PERFORM : A particular stock’s Expected Total Return is WITHIN the range of -5% to 10%
UNDERPERFORM : A particular stock’s Expected Total Return is LESS than -5%

Sector Recommendations***

OVERWEIGHT : A particular sector’'s Expected Total Return is MORE than 10%
NEUTRAL : A particular sector’'s Expected Total Return is WITHIN the range of -5% to 10%
UNDERWEIGHT : A particular sector’'s Expected Total Return is LESS than -5%

***Sector recommendations are defined based on market capitalisation weighted average expected total
return for stocks under our coverage.

This document has been prepared for general circulation based on information obtained from sources believed to be reliable but we do not
make any representations as to its accuracy or completeness. Any recommendation contained in this document does not have regard to
the specific investment objectives, financial situation and the particular needs of any specific person who may read this document. This
document is for the information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees.
Kenanga Investment Bank Berhad accepts no liability whatsoever for any direct or consequential loss arising from any use of this document
or any solicitations of an offer to buy or sell any securities. Kenanga Investment Bank Berhad and its associates, their directors, and/or
employees may have positions in, and may effect transactions in securities mentioned herein from time to time in the open market or
otherwise, and may receive brokerage fees or act as principal or agent in dealings with respect to these companies.

Published and printed by:
KENANGA INVESTMENT BANK BERHAD (15678-H)

Level 17, Kenanga Tower, 237, Jalan Tun Razak, 50400 Kuala Lumpur, Malaysia
Telephone: (603) 2172 0880 Website: www.kenanga.com.my Email: research@kenanga.com.my
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