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Val ue Proposition
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Business Model & Industry Issues
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efficiency and nearl yoé0porr e A Lance Gokongwei ( Di rRercetsoird)e
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1. Il nvest ment t hesi s

Incorporated in 26 Aug 1998 by the Gokongwei group, CEB, which operates

under the trade names 0Cebu Pacificé and o0Cebu Pacific Airo6,
low-cost carrier (LCC) in the Philippines, and currently has the top domestic

market share interms of number of passengers. It pioneered the ol ow fare,
great valued strategy in the industry, wherein CEB provid
services targeted to passengers willing to forego extra services offered by

traditional full -service airlines for lower fares, while still p  roviding reliable

services.

Although CEB mainly provides air transport services, it also has airport -to-
airport cargo services on its domestic and international routes and other
ancillary services such as cancellation and rebooking options, in -flight
merchandising such as sale of duty-free products on international flights,
baggage and travel-related products and services, line maintenance
(including certification and providing mechanic al assistance), provision of
technical ramp, equipment handling, wate r and toilet servicing, operation
of aircraft ground support equipment and provision of light maintenance
aircraft checks.

As of 31 Dec 2022, CEB operates a route network serving 70 domestic routes
and 22 international routes with a total of 2,694 scheduled weekly flights.
It operates a fleet of 76 aircraft with an average age of 6 years.

Filg Key timelines

26 Aug 1998:
CEB was
incorporated 1997: CEB . : .
alnd gieen a 40- became an 2001: First ZOOSiO%EB hit 2004: 2005: Eull obztgi?l%d %EB]_
year Iegjslative 1996: First official international assengers: Introduced adoption of spot in .
franchise to flight to Cebu Philippine flight to Hong ir?troducgs el P1SO fares for LCC model do'r)nestic
dor%%iﬁgeand carlrzlgr ;Tge ' Kong ticketing everyJuan market share
international
flights.
Source: Company website
Fig 2: Historical revenue mix Fig 3: Ancillary revenue miXx
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The strict travel restrictions globally du ring the Covid-19 pandemic severely

impacted the airline industry. Wi t h t he

suspension of

CEBO® s

international commercial flights to  China, Hong Kong, Macau and South
Korea beginning 19 Mar 2020, the company had to (i) issue PHP12.5b
convertible preferred shares ; (ii) issue a 4.5% USD250m cowertible bond ;
and (iii) sell and lease back plane engines and five A320 aircraft in 2020 and

seven morein 2021,t o keep CEBO®s

FiggCov-Ll quarantine timeli

operations afloat.

domestic and

Pres. Duterte

First Covid-19 announced a

case was community breached
detected. quarantine/ 10,000
(Jan 2020) lockdown (May 2020)
(Mar 2020)

Covid-19 cases

Vaccination g%'g?gr?
drive officially variant was
starts detected in PH
(Mar 2021) (Jan 2022)

Metro Manila
and most
provinces were
placed under
Alert level 1

(Mar 2022)

Sour\erii ous news articles
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Fif@ Vaccinati omdossteast tasd mitndtsalered as of 19 Mar 2023)

@ Booster Dose @ Second Dose @First Dose

0.2bn a
0.0bn —_
Jul 2021 Jan 2022 Jul 2022 Jan 2023
Source: Department of Health

While some sporadic arrangements for sweeper flights to assist with

stranded tourists di d occur , for t he mo st part, CEBOG s ope
virtually nil until Apr 2020, when some cargo flights within the Philippines

and, eventually, to countries like Japan, Thailand, China, Hong Kong

recommenced.

By Jun 2020, the Philippine government de -escalated the quarantine
restrictions to general community quarantine (2 notches below the st rictest
guarantine) and allowed some air travel, provided that airlines adhered to
safety standards such as social distancing, wearing of masks, allowing CEB
to resume domestic operations starting 3 Jun 2020 in a limited capacity . As
of Jun 2023 CEB has reinstated flights to 35/23 local/international
destinations, which is comparable t o the pre -pandemic count of 41/ 24.

Fi g Domestic fQCdwihds vs pre Fig I nternati onadovfildi ght s v«
1Q23 2Q23 Pre-Covid 1Q23 2023 Pre-Covid
Destinations 34 35 36 Destinations 24 24 27
Routes 60 70 65 Routes 28 37 43
Weekly flights 2,100 2,584 2,054 Weekly flights 396 572 560
Source: Company Source: Company

In FY22/1H23, CEB serviced 14.8m/ 10.3m passengers 57%/53% of total

domestic passengers in the country, across its 108k/ 68k total flights. Given

CEBOds aggressive f | etemaineompeattarsh Alnd o | fammecsu san d
on long-haul flight expansion over its domestic operations, we expect CEB

to remain the market leader in this sp ace over the medium term, making it

the best proxy for domestic tourism in the Philippines , in our view.
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12 More planes, more flights

As of Dec 2022, CEB operates a fleet of 76 aircraft (6 ATRs are not
operational) compris ing the following:

FigOCE® fl eet as of Dec 2022

T e of Il ane Nl e v PRSI Descri tion
y P P pl anes capaci p
The A320 CEO carries up to 180 pas
very flexible. It has an i mpressmb
) enough to make tricky | andings on ¢
Airbus A320 CE( 21 180 width of 3.7 meters, the A3230ecaeawon
of any airplane in its class.
The A321 CEO can fit u ps etaot s2 3nPa dea
renowned seat manufacturer, Recaro
which helps make any |journey as re
Airbus A321 CEC( 7 230 made of lighter density material,
more space olwet weheinl er at the same f
capacity by up to 27 %.
The A320 NEO is a replacement for t
seating capacity and seating c¢c amffaol
new Shaiklgeip design built to boost
Ai rbus A320 NEC( 9 194 NEO i s CGHBeet comes decked with tw
P W1 1 GJOMG These two |et engines ar é
superiority in power output and f ug
The new A321 NEO is set to bedbh bB
t o carry up t o 236036 panwsdngfer sq uteq
destinations. Two of the biggest &
. OEcoPbatma@t us Parae tt e Whi t ney P4iMe Bao\g|
Aius A321 NEO 10 236 and the wingtip Shar khliegths swhoiiclhe rasc
The new engines dell vterfe moeé , paowwet
use the air a®Bowmndgtshe opldeamce ease v
The Airbus A330 CEO i & tphleanleasr,g ecsatp
. up to 436 passengers at a ti me. Eac
Airbus A330 CE( 5 436 hours, of distances up to 13,450 Kk
The A330amMED t 459 passengers in a
carbon footprint peprl apnaes sceonngseurme sT h2
. previous generation aircraft, e mi
Airbus A330 NE( 4 459 provides 60% | ess noise nmaki nouiteh e
devel oped by Airbus.
The ATRO072has been t he Bsa cdkobnoenset iocf
flights. &ThHel pdeachet win engines pro
to take off and | andc o unnddtrhgo nsersatlil cq
AT R -57020 6 70 Though -5&G@ 72 sl owly being retired,
been converted into freighters.
The-6M20 is the new and i mpr60ed cap
seating mor e paBgemperes ,calh glod and
AT R -67020 14 70 di stance with | ess f_uel burn. -fTlii
comfort, from t he wi der seats ddq
pressurization.
Tot al 76
Source: Company website
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It operates its Airbus aircraft on both domestic and international routes and
operates the ATR 72-500 and ATR 72600 aircraft on domestic routes,
including destinations with runway limitations. The average aircraft age of
the fleet is approximately 6 years .

For FY23, CEB plans to add 15 aircraft (including 4 wide -bodied NEOs), mae
than half of which will replace 9 retire -able planes. By YE23, CEB would
have a fleet of 82 aircraft (+ 6 net additions, 6 ATRs to remain non-
operational ), which should increase its seat capacity by 20-30%, further
validating our 35%/9% passenger volume growth assumption for FY23/24E.

Filgl A330 NEO cabin interior Filg2 A330 NEO plane

- =

Source: Company Source: Company

Further, CEB is gradually transitioning to a full NEO fleet by YE28E, from

43% as of Dec 2022. Airbuso-efice@amdi rcraft are 20% more fuel
nearly 50% quieter than t h e Airbus@hiGEO aligns wi t h CEBGOs

sustainability goals. Non-NEO aircraft are on 6-8 year leases, which means

their disposal should have no material costs to CEB.

Fig3 Forecas®@HEO Aa md uRmEiRX
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Airbus CEO m®Airbus NEO ®mATR

Source: Company, Maybank 1 BG Research
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1.3 Furt her uprspiodeds aibn [ a teatpiamrs i aamd

C E Bré-fleeting strategy coincideswi t h t he countryds initiatives to expand
its airport passenger capacities, further boosting this long -term growth
potential. To date, the Cebu and Clark airports have ongoing expansions.

The construction of Terminal 2 in Cebu began on Jan 2016, and started
operations in Jul 2018. In May 2021, work on the second runway and
expanded apron of the airport kicked off , both of which are expected to be

completed and operational by YE23. The new runway will incr ease capacity
and efficiency of the Cebu airport by about 25% to 15m passengersannually.

The 10,000 sgm terminal of Clark International Airport, which held its grand
opening in Sep 2022, can now accommodate 8m passengers per year from
4.2m pre-renovation). This airport is considered as an alternate airport to
the highly congested Ninoy Aquino International Airport (NAIA), which is
why the Bases Conversion and Development Authority (BCDA) plans on
constructing a second runway. While no timetable has been committed, t he
additional runway will be 3,200m x 60m and is extendable by an additional
600m in the future .

The increased airport capacities enabled CEB to add 13 domestic and
international routes to and from Clark and 3 routes to and from Cebu.

Figd New Clark International Airport

MI AC consiGAtbo i d
I nfracCapiAt@GAC |
Infrastructure
Cor por,atLiucciisAs iTa
Emerging Dragon
AGBAl I i ancéd GI ot
I nfracorp Devel
FDE&ndGE G Summi t
Infrastructure
Corpor.&teReady f
t akerodpgdmotr mor e
detail s.

i',:._.q e e S e 1 W A i e L3 e l;—li‘l'

Source: Clarkinternaional airport.com

Aside from the Clark and Cebu airports, the Manila International Airport
Consortium (MIAG Unlisted ) submitted an unsolicited proposal to upgrade
NAIA. The PHP100b proposal, which was submitted to the Department of
Transportation on 26 Apr, commits to expand passenger capacity to 62.5m
by YE28E, more than double its current constrained design capacity of only
31m, and invest in new facilities and technology to transform NAIA into a
world -class airport.

On 19 Jul, however, the Marcos administration decline d the unsolicited

NAI A . proposal and instead approved through NEDA, the DOTr 0 s
plan. The NAIA upgrade proposal, crafted with the assistance of the ADB, is

pegged to cost PHP170.6b covering a 15year concession period. Despite the

proposal rejecti on, the consortium of Philippine conglomerates is

encouraged to participate in the bidding. Once this is underway, we expect

CEB to be able to add 20% more capacity,r ei nf or ci ng -EBds medi um

growth prospects.
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14 Toutriarrivals expekcYt2e3d atnod dsouushtlael n
amupward trajectory

According to the Department of Tourism (DoT), the Philippines welcomed

over 2.7m international arrivals in Jan-Jun 2023, tracking ahead of FY22
international arrivals of 2.7m and D o T 48m target for FY23E. Majority of

the countryds i nt di28wereifrom $olth Koway(B874ks t s i n
US(516K), Australia (130k), Japan (128K), Canada(125K), and China (115K).

Given the strong Jan-Jun arrivals, w e forecast tourist arrivals to exceed

Do T 4.&n target, more so as we factorin 0r ev e n g e arisilgdrone | 6
the travel drought in 2020-22 and the reopening of other Asian markets,
including China (World Tourism Barometer report, May 2023 United Nations
World Tourism Organization).

Traveltothe Phi | i ppines is further encouraged by t
of tedious entry requirements, which aligns with global travel practices |,
and other proactive marketing efforts . In fact, the Department of Budget

he

and Management (DBM) allotted PHP6.4b ofthecount r yds PHP5. 3t nati onal
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government ds

budget for 2023 to improve the countryds tourism sector, a
Marcos administrationd sesolve to promote the Philippines as a tourist hub
and attract more foreign investment.
The government ai ms tiodustnettsatisandhoressbn a t our i sm
Filipino culture, heritage, and identity, which aims to be sustainable,
resilient, and competitive in order to transform the Philippines into a
tourism powerhouse in Asia.o6 Among the governmentd&s initi
connectivity is negotiating for more flights not only coming into key
destinations but also to lesser -known destinations. It is also looking to
maxi mize the countryf6s secondary gateways, by expanding I
Metro Manila airport into secondary airports such as Cla rk, Cebu, and Davao
international airports .
Figs Historical tourist arrival Fig6 Nationality mix ofuBioas
9,000,000 r==-=m=m=m= |
8,000,000 | Cov-1ld I
pandemi ¢
7,000,000 | I South
6,000,000 [ I Others Korean
5,000,000 | I 37.6% 24.9%
4,000,000 I I
3,000,000 | I American
2,000,000 I Chinese b
1,000,000 I I 4.2%
0 I I Canadian _
2017 2018 2019 L2020 2021 2022 Jun-23 4.6% Japanese Australian
e o = = - - 4.7% 4.8%
Source: Department of Tourism Source: Department of Tourism
We believethegover nment 6s effort to spuamd tourism is |ikely to succ
could be further supported by a stable PHR In Jun, the D oT launched a new
campaign oLove the Philippinesd6 targeted to showcase the colu

landmarks and exquisite beaches. This,inour v i e w, could help sustai
long-term growth prospects.
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Fig7 New PH tourism marketing campai gl

Source: Department of Tourism

15 Return to profitability

For the first time since 4Q19, CEBposted a net profit in 1Q23 as a result of
robust growth in number of flights, which drove revenues from its passenger
business up by 352% YoYAs air travel continues to pick up, w e forecast CEB
to end the year with PHP 6.1b in netincome, exceeding pre-pandemic levels
and offsetting its retained earning s deficit by YE25, which should allow it
to declare dividends to its shareholders.

Fig8 CEB achievethegi obh@@2&b(1l nt PHPmM)

& Maybank

Securities

4,000

2,000

-8,000

-10,000

0
4Q191l02030 0 1021 2021 30Q21 1122'2324'21Q232Q23
-2,000
-4,000
-6,000

Source: Company

Over the medium term, we expect that the bulk of minority shareholder
returns in CEB will come from share price accretion as CEB posts recovery-
driven, double -digit earnings growth. However, when earnings growth starts

to normalise by YE25, we expect dividends to f
potential returns. In 2017-19, CBEB paid out an average of 53%of its previous

year 6 s netdvidamdso me as
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16 Keyi svkesak ,PH&#Eh fuealndprsiupepdy I ssues

161 Jet fuevVopaticlkity

Jet fuel prices in FY22 averaged at USD141/thl, 81.5% higher than the

average price in 2021. Although CEB passes this on to endcustomers via

fuel surcharges, elevated jet fuel prices are net negative for CEB because

it reduces the affordability of -dair travel for CEBO&s predo
middle -income target market, resul ting in lower SLFs and cost inefficiencies,

which flow directly to its bottom line.

While we expect jet fuel prices to drop by 23% YoY in FY23E, we think they

willremain elevated, at USD109/bbl, and increase by 3%YoYto USD112/bbl
in FY24E. Should jet fuel prices rebound, CEB has, in the past, partial ly
hedged to minimise its fuel costs . For 3Q/4Q23, CEB has a hedge ratio of
15%/4%, respectively.

162 PHP/ USD volatility could impact profits

Around 60% of CEBOs | i ab-ddnaminateelsmakingd expenses are USD
the company highly vulnerable to FX fluctuations. When the PHP

depreciated by 10%in 2022, CEB booled PHP3.3b inFXlosses CEB does not

engage in FX derivatives hedging but, instead, builds USD reserves to

partially lessen the impact of the weak PHP. A ound hal f of CEB&ds cash is
USDdenominated, accounting for 6.5% of total assets , as of Dec 2022.

163 Supply issues could impact future fleet g

In 15 Sep, CEB has been informed by P&W of a condition that will further

affect maintenance plans for its engines. The P&W engines power A320/321

NEO aircraft wor |l dwi de. Whi | e there i s no i mmedi at e i mpa
operations, this could potentially impact fleet availability in 2024.

Fig9 Historical Jet fuel price Fig0OHi st omo ctalISYP/ PHP exchang

250

60.00
58.00
200 56.00
54.00
150 - 5200 b oo il SR L L L L L o
50.00
100 NV 48.00
T e - - 46.00
50 mepaRVTWT I R 44.00
42.00
0 40.00
N N N T T N N N Y T ST O A
2 & & & 2 & & & A A A O D O A
S N N S S N N N
Fuel Prices == «= Average PHP/USD = = Average
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17 Regul at oerxyp orsiusrke

On 21 Jun, the Senate committees on tourism and public services started a
joint investigation into complaints against CEB for allegedly overbooking
flights and offloading passengers.

CEB, meanwhile, blamed the frequent flight cancellations on a shortage of
spare parts, issues with maintenance scheduling, and lightning alerts which
brought airport operations to a halt. From Aprto Jun, CEB recorded a total
of 78 &ed lightningd alerts that disrupted 535 flights.

These issues are not exclusive to CEB asPAL also issued an apology for

several flight cancellations, also pointing to ongoing supply chain delays and
unexpected technical issues.

To remedy this, CEB has ramped up customer assistance and increased

standby aircraft to mitigate the surge in flight delays and cancellations due
to fleet availability issues.

Fizyzt CEB policies on delayed and canc

Flight
Cancellation

Flight Flight Flight
Delay of Delay of Delay of
3hrs (Day | 4hrs(Day | 6hrs (Day
of Flight at | of Flight at | of Flight at
Alrport) Alrport) Airport

Flight
Cancellation

(Day of Flight
at Airport)

@
o
@
@
@
)

Free Rebooking (V) (/)
Travel Fund (V) (v}
Refund Q Q
Travel Voucher &
Food

Move Flight to Other

Carriers (subject to

availability)

Hotel

Accommodation (if

flightisona
different day)

Transportation

Allowance (if flight Q
is on a different

day)

O O 000
O 00000
QO 00000

(<)

Sour@CempanyCBMXBS

Given the unfortunate events that led to these flight cancellations, and
which are not exclusive to CEB, we believe that the company ¢ an provide
the regulatory bodies justifiable explanation s and that the probe is not
likely to escalate further. Note, though, that CEB would need to make good
on its word to the government to avoid further regulatory issues.

September 26, 2023
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2. Financial Analysi s
21 Overvi w3 ofedul t s

CEB reported 2Q23 net income of PHP2. 7b, a reversal from 2Q
loss and 148% up QoQ, bringing 1H23 net income to PHP3.7b, a reversal
from 1H226s PHP9.5b | oss.

Fig2a H23 resul ts

PHP m 2Q23 2Q22 % YoY 1Q23 % QoQ 1H23 1H22 % YoY
Revenue 22,674 13,973 62.3% 20,877 8.6% 43,551 20,682 110.6%
Passenger 15,842 8,505 86.3% 14,285 10.9% 30,126 11,666 158.2%
Cargo 867 1,724 -49.7% 1,131 -23.4% 1,998 3,570 -44.0%
Ancillary revenues 5,965 3,744 59.3% 5,462 9.2% 11,427 5,445 109.9%
Operating expenses (20,151)  (16,790) 20.0%  (19,639) 2.6%  (39,790)  (28,838) 38.0%
Gross income 2,523 (2,818) 1,239 3,761 (8,157)
Gross profit margin 11.1% -20.2% 5.9% 8.6% -39.4%
Other operating inc/exp 288 446 -35.4% (808) -135.6% (520) (2,855) -81.8%
Income from operations 2,810 (2,372) 431 3,241 (11,012)
Provision for income tax (139) 484 -128.6% 647 -121.4% 508 1,511 -66.4%
Net income to common shareholders 2,672 (1,888) 1,078 147.9% 3,749 (9,501)
Net income margin 11.8% -13.5% 5.2% 8.6% -45.9%
EBITDAR 7,198 2,449 193.9% 6,095 18.1% 13,293 2,103 532.1%
EBTIDAR margin 45.4% 28.8% 42.7% 44.1% 18.0%
Source: Company

Revenues reached PHP43.6b, up 111% YoY, driven by passenger and
ancillary revenues which grew 158.2% and 109.9%Y oY, respectively. Cargo
revenues, meanwhile, saw a 44% YoY drop, due to lower yields and volumes.

CEB flew 10.3m passengers in 1H23, 63.3% higher YoVljfting its seat load
factor 10.2ppts YoY to 84.8%. Number of flights increased 47.5% YoY.
Average fares rose 58.2% YoY to PHP2,934, primarily due to an increase in
the proportion of longer distance international flights. Opex, meanwhile,
grew by 38%% YoY. EBITDAR marg#tood at 30.5%.

SLF has seen steady improvement since last year when travel resumed as
the country reopened. As of 2Q23, SLF stood at 8.4%, hi gher than 1Q20038s
81.3% (when the travel restrictions began due to Covid-19).

FiZyg3l mproving seat | oad factor

100.00%
90.00% /
80.00%

70.00%

86.40%

60.00%
50.00%
40.00%
30.00%
20.00%
10.00%

0.00%
1020 2020 3Q20 4Q20 1Q21 2Q21 3Q21 4Q21 1Q22 2Q22 3Q22 4Q22 1Q23 2Q23

Source: Company
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22 FY23/ 24E earnings forecasts

We expect CEBto turnaround and close FY23Ewith PHP6.1b in profits, from
PHPL4b in losses in FY22A We expect C E B Bes income to exceed pre -
pandemic levels by YE25E.

FiZ4l ncome forecasts

PHPmM FY22A FY23E YoY FY24E YoY Notes
Change Change
REVENUE
Passenger 35,: 58,. 65. 67, 16.
Tot al passenger 14,845 19,990 34.7% 21,790 9.0% The 34.7%/9% YoY increase in FY23/24E flight

passengers will be driven by increased seat capacity and
flight frequency, driven by tourism  growth.

Total number of flights 108,329 144,859 33.7% 157,896 9.0% We expect CEBG&6s tot al numb
international/domestic flights to reach 142k/156k by
YE23/24, which is at par with pre -pandemic number of

flights.
SLF 75.30% 84.50% 84.50% We expect SLF to return to pre -pandemic levels
Average airfare 2,3 2,9 2 3. 3,1 7 . ( Despite the downtrend in fuel costs, we forecast

average airfare to increase by 20% YoY due to increase
in the % of international flights to total flights, as well

as higher fares charged to domestic flights to reflect
stronger demand which proved to be le ss price elastic
post-pandemic. Pricing competition is also more
rational vs pre -pandemic.

Cargo 7,1 4,4 -37. 4,5 2 . | We expect cargo volumes to drop by 11% YoY due
Filipinosdé shift to cargo
of CEB usingmore narrow -bodied planes to conserve
fuel, which results in less room for cargo.

Ancillary revenues 14,. 21, 50. 25, 15. Weexpecttravellersto avail of morein -flight services.

Total 56, 84,. 48. 97,. 15.

EXPENSES

Flying operations 28 3
Repairs and maintenance 14,1 1
Depreciation and amortization 12 1
Aircraft and traffic servicing 5, 2
General and administrative 3,1
Reservation and sales 2,3
Passenger service 1, 4
Aircraft and engine lease 1,0

T .
Gross profit (11, 6,0 -1

OTHER INCOME (EXPENSES)\et
Interest income 30
Gain from insurance claims 6
Market valuation gains (losses) on 97
derivative financial instruments - net

Gain (loss) on disposal of property 81 38 -52. 39 2.«
and equipment - net

Equity in net loss of joint ventures (11 4° -141. 4 ¢ 5.
and associates

Impairment loss (8 (7 -11. (3 -48.
Foreign exchange gains (losses)- net (3, ¢ 1,3 -141. 1,5 9. !
Financing costs and other charges:
Financing and others (
Leases (

N FENINY

T~

INCOME/LOS®efore tax (1
Tax expense/(benefit) (

Ny
—~
[«2)
(83}
'
~
o
—~
[«2)
~

. & For FY23/24E, we expect CEB to book tax benefits as it
makes use of its net operating losses carried forward
(NOLCO) arising from net losses booked from FY2022.

Net income/loss (13,¢ 6,1 -
EBITDAR 8,5 25,1

Source: yCommpagmank | BG Research
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Figgh Historical and forecasted Fizge Historical and fored&ka9gt ¢
180,000 250
157.9k
1 209.6 210.1
60.000 143.9k 144.9k
140,000 135.1k 200
120,000 108.3k
150 129.5
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80,000
100
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40,000 ' 50
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0 0
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Source: Company, Maybank |1 BG Research Source: Company, Maybank | BG Research

23 Bal ance

sheet

f orecast s

CEB is pursuing asubstantial expansion plan in FY23Eto be able to service
the increased demand for travel. We forecast capex to reach PHP4 2b, inline
wi t h CEBG®S s whighu wild ke rsperet on fleet expansion and other
maintenance capex. This will be financed through a combination of bank
loans (66.7%) andfinance lease (33.3%).

We forecast retained earnings deficit to drop by 24.2% in FY23E as CEB
begins to book profits. We expect the deficit to be fully erased by FY2 5E.

September

26,

2023
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FY22

FY23E

YoY Change

FY24E

YoY Change

ASSETS

Current Assets

Cash and cash equivalents

Restricted cash

Derivative financial assets at fair value through other
comprehensive income (FVOCI)

Receivables

Expendable parts, fuel, materials and supplies
Assets held for sale

Other current assets

Total Current Assets

[00]

Noncurrent Assets

Property and equipment

Right-of-use assets

Investments in joint ventures and associates
Goodwill

Deferred tax assets - net

Other noncurrent assets

Total Noncurrent Assets

~
n

TOTAL ASSETS

174,

[e2][°S)

LIABILITIES AND EQUITY
Current Liabilities

Accounts payable and other accrued liabilities
Unearned transportation revenue
Short-term debt

Current portion of long -term debt
Current portion of lease liability
Derivative financial liabilities

Due to related parties

Income tax payable

Other current liabilities

PW PR
a1 © NN

Total Current Liabilities

Noncurrent Liabilities

Long-term debt - net of current portion
Lease liability - net of current portion
Bonds payable

Travel fund payable - net of current portion
Retirement liability

Other noncurrent liabilities

Total Noncurrent Liabilities

Total Liabilities

(6]
wlal~

Equity (Capital Deficiency)
Capital stock

Capital paid in excess of par value
Share-based payments

Treasury stock

Other comprehensive income
Retained Earnings/Deficit

[eNoNoNoNe]

-22.

[eNeoNeoNoNe]

-4 4 .

Total Equity (Capital Deficiency)

-188.

327.

TOTAL LIABILITIES AND EQUITY

18.

12.

Source: CompanyReshaayrbcahnk | BG

Fizy8 Historical and forecasted

capex |

45,000
40,000
35,000
30,000
25,000
20,000
15,000

25,570

10,000 7,511

5,000 4,045 2,306

0

2019 2020 2021 2022

42,210

2023E

29,244

2024E

Source: Company, Maybank 1 BG Research
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3. Valuati on
31 DCbhas€®€E®H at5PHPS5
We apply the DCF model to compute CEBG6s fair value. Using
assumption of 7.6% which is based on a (i) risk-free rate of 6.0%, (ii) market
risk premium of 5.5%, (iii) beta of 1.2x, (iv) terminal growth rate at 3%, and
(v) D/E ratio at 56:44, we come up with a fair value equalto  PHP%/sh. TP
computation is for mid -2024.
Qur 1.2x beta assumption takes into account the businessds
and still negative equity position, while our terminal growth rate forecast
is based on the midpoint of the ¢ e nt r a | 2-43canfl&idh sarget band.
Gi ven CEBO®s c uaquitypaosition,ne upsatheipre eparelemic D/E
ratio which is the mix we expect the company is heading towards to.
Our TP implies a 12-month forward 2.6x FY23EEV/EBITDA, which is>1SD
below mean at 10.8x, and below pre -pandemic valuations at 5x. It also
implies a FY23EP/E ratio of 6.2x. CEB&6s st ock performance was hard hit
during the pandemic with val uations reaching 2.8x EV/EBITDAat its lowest ,
which is still higher than our TP&6s implied EV/EBI TDA.
Fizz9 Computation of free cpsh flow to firm (in PHPmMm
FY23E FY24E FY25E FY26E FY27E FY28E FY29E
Net income/loss 6, 14 9,04 11, 31 14, 35 16,76 18, 95 22,91
Depreciation and amortization 12,05 13,72 13,99 14,10 14, 28 14,53 14,89
Impairment loss 76. 39. 39. 39. 40. 41 42.
Financing and others 1,61 1,53 1, 43 1, 32 869. 801 659.
Interest income (407 (413 (554 (691 (633 (743 (863
Gain (loss) on disposal of PPE (383 (393 (393 (396 (401 (411 (423
Less: capex (42,2 (29,2« (26,9 (28,7 (29,7¢ (31,2: (32, 17:
WC change (1,07 3,11 2,71 1,25 2,22 1,99 610 .
FCFF (24, 1¢ (2,59 1,60 1,23 3,35 3,94 5,09
Preferred dividends (716 (716 (716 (716 (716 (716 (716
FCFF less preferred (24, 9¢ (3,30 892. 521. 2,64 3,22 4,37
Source: Maybank I BG Research
Fizy0 DCF Assumptions Fi3l Sensitivity Analysis
NPV of FCFF (in PHPm) 6,561 WACC 7.6% ey
Terminal Value 44,84  Riskfree rate 6.0% Risk fggtyzate Vg’:;f,’;f ;g
Total 51,40 Equity risk premium 5.5% 4.50% 7.0% 72
Equity Value 33,83 Cost of equity 12.6% 5.50% 7.4% 60
# of shares (in millions) 615. Cost of debt 3.8% | 6.00% 7.6% 55
| Equity Value per Share 55. ( Terminal growth rate 3.0% 6.50% 7.9% 50

SourMeybank | BG Research
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Fi32 Hi stbegyrrE¢/aBEBI TDA Fi33CEBs. PCOMP
25.00 +2SD 140.00 10,000.00
120,00 9,000.00
20.00 8,000.00
+$D 100.00 7,000.00
80.00 6,000.00
15.00 ‘ 5,000.00
60.00 4,000.00
Me an
3,000.00
10.00 40.00
20,00 2,000.00
' 1,000.00
-1S D
5.00 - -
S R S A Y
R N R N
Jan-18  Jan-19 Jan-20 Jan-21 Jan-22 Jan-23 CEB ==——PCOMP
Source: Bl oomberg Source: Bl oomberg
3.2 Comparison t o peers
Relative to its regional peers, CEB is undervalued and is trading below the
weighted average blended forward EV/EBITDA of 8.31x despite its strong
recovery which is evidenced by 1Q238s comeback to net profi
Fi3yd Comparison to peers
Name Ticker Mkt Cap (PHPm)  BF* EV/EBITDA BF P/E BF EV/EBIT BF EV/Rev
|Cebu Air, I nc. CEB PN 21, 4 4. 9¢ 4. 7¢ 13.0 1. 2¢
PAHol dings, | nc PAL PN 65, 9 4. 0 5. 6. 6. 41 0.9.
Jin Air Co Ltd 272450 27,0 3.2 6. 0! 5.0: 0.5
Asia Aviation P AAV TB 51, 2 8. 4. 18. 3 17.8 1.6:
Jeju Air Co Ltd 089590 37,1 3.5 7. 11 6. 91 0. 6:
Vietjet Aviatio VJC VN 125, 18.0 30.7 23.2 1.0
I nter Gl obe Avi a I NDI GO 634, 7.7 14.8 13.9 1. 6!
Tway Air Co Ltd 091810 19, 4 2.9 4. 81 3.9. 0. 4.
Air Arabia PJSC Al RARAB 199, ° 5. 41 9.1 8. 2! 1. 71
Air Arabia PJSC Al RARAB 199, 5. 41 9.1 8. 2! 1. 71
Air Busan Co Lt 298690 13, 8
CAPI TAL A BHD CAPI TAL 51,1 10.1 11.1 18.7 2.1
AirAsia X Bhd AAX MK 13,6 4.2 6. 3! 0.6
Spiceldet Ltd SJET | 15, 6 5.8 30. 2 0.7
AirAsia Indones CMPP | 5, 71
Spring Airlines 601021 433, . 11.7 17.8 16.9 3.1
Weighted average 8. 31 14. 2 13.1 1. 8¢

*Bl ended forward

Source: Bloomberg
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41 El evated inflation could impact travel deman:¢

After six consecutive months of slowing, headline inflation rate in Aug 2023
picked up to +5.3% YoY (Jul 2023: +4.7% YoY; consensus: +4.7% YoY; 8M2023:
+6.6% YoY) on higher food & nonalcoholic beverages inflation (see Headline
accelerates, driven by higher food inflation  report). Should inflation
continue to be elevated , this could cause a shift in spending to wards
essential goodsand reduce the wallet si ze for leisure travel. Every 1% drop

in SLF corresponds to a 1.2% drop in number of flights. This would result in

a 3.0% drop inour FY24E income forecast and a 1.0% reduction in TP.

42 Weak PHP and higheémpfacel pcodti $ scoul d

PHP weakness directly impacts CEB®&s profitability as arour
liabilities and expenses are USD-denominated. Every 1% PHP depreciation
could impact FY24E income by 8%.

Meanwhile, aviation fuel expense account s for 83% of CEBs flying operations

cos s ; hence wil/l greatly impact CEB®&6s profitability. Wi th O
production, oil prices may remain elevated this year. Our sensitivity

analysis show that every 100bps increase in our jet oil price forecast for

FY24E reduces our net income forecast by 3%.

September 26, 2023 20
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A.Company ownership and related parties

As of 1H23, the JGS group effectively owns 65.4% of CEB, with 1.1% direct
ownerships and 64.3% through CP Air Holdings, Inc. Public ownership is at
33.6%, with foreign ownership at 12.1%.

FizgbOwnership structure

JG Summi't Ho l

CP Air Hol di
(100 %)
y
Cebu Air, | CEBGO, 1Inc
( 6 50.%) (100 %)
Aviation Part
(100 %)
Data Analytics Ventures, Inc. Philippine Academy for Aviation Value Alliance Travel 1Aviation Ground-handling
(40.00 (',/0) Training System Pte. Ltd Services
' (6000 %) (13.00%) (40. 00 %)

Source: Company

Figzye GGEBBoard of Di

rectors

Name Position

Brief Description

Lance Y. Gokongwei Chairman
(56 years old)

Jose Fernando B. Director
Buenaventura
(88 years old)

Robina Gokongwei Pei Director
(61 years old)

Mr. Gokongwei has been the President and CEO of the Parent Company since 1997 until 31 Dec 2022
Effective 1 Jan 2023, he serves as Chairman of the Board of the Parent Company. He is also the
President and CEO of JG Summit Holdings, Inc. (JGS PM), Universal Bbina Corporation (URC PM),
Robinsons Land Corporation (RLC PM), Robinsons Retail Holdings, Inc(RRHI PM) Altus Property
Ventures, Inc. (APVI PM), Robinsons Bank Corporation RBank, Not listed), and JG Summit Olefins
Corporation (Not listed). He is a Director and a Vice Chairman of the Executive Committee of Manila
Electric Company (MER PM). He received a Bachelor of Science degree in Finance and a Bachelor o
Science degree in Applied Science from the University of Pennsylvania.

Mr. Buenaventura has been a director of the Parent Company since Dec 1995. He is a Senior Partner
in Romulo Mabanta Sayoc & de los Angeles. He is Chairman and Director of Consolidated Coconut
Corporation, Gladtobehome, Inc. and GROW, Inc. He is a member of the Board of Grow Holdings,
Inc., Hicap Properties Corpor ation, Himap Properties Corporation, La Concha Land Investment
Corp., Philplans First, Inc., Techzone Philippines, Inc., Total Consolidated Asset Management, Inc .,
and Turner Entertainment Manila, Inc. He is also a member of the Board of Advisors of BDO Unibank,
Inc. Mr. Buenaventura received his Bachelor of Laws degree from the Ateneo de Manila University
and his Master of Laws degree from Georgetown University Law Center, Washington D.C. He was
admitted to the Philippine Bar in 1960.

Ms. Gokongwei Pe has been a director of the Parent Company since 1 Aug 2007. She is the Presideni
and CEO ofRRHI.She is also a Director of JGS, RLC, and RBankShe is a Trustee and the Secretary
of the Gokongwei Brothers Foundation, Inc. and a Trustee and Vice Chairman of the Immaculate

Concepcion Academy Scholarship Fund. She is also a member of the Xavier SchooBoard of Trustees.
Robina was formerly a member of the University of the Philippines Centennial Commission. She
attended the University of the Philippines -Diliman from 1978 to 1981 and obtained a Bachelor of

Arts degree (Journalism) from New York Universit y in 1984.

Source: ®o@padnyiti vStlanfedeOmB®aBt i on
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Name Position

Brief Description

Frederick D. Go Director
(53 years old)

Brian H. Franke Director
(59 years old)
Alexander G. Lao Director

(47 years old)

Bernadine T. Siy Independent
(64 years old) Director
Brian Matthew P. Cu Independent
(40 years old) Director

Richard Raymond B. Tantoco Independent
(56 years old) Director

Mr. Go has been a director of the Parent Company since 1 Aug 2007. He is currently the President
and CEO of RLC. He concurrently serves as the President and CEO of APVI and Universal Hotels ar
Resorts, Inc. He is also the Chairman of RL Commercial REIT, Inc. (RLREIT PM), and the Vici
Chairman of Luzon International Premier Airport Development Corporation. He is a Trustee and the
President of Robinsons Land Foundation, Inc. and Universal Cultural Foundation, Inc. He is the Group
General Manager of Shanghai Ding Feng Real Estate Development Company Limited, Xiamen
Padfic Estate Investment Company Limited, Chengdu Ding Feng Real Estate Development Company
Limited, among others. In Jan 2023, he was appointed by the President of the Philippines as
Presidential Adviser for Investment and Economic Affairs. He received a Ba chelor of Science degree
in Management Engineering from the Ateneo de Manila University.

Mr. Franke has been a director of the Parent Company since 15 Jul 2021. Mr. Franke has been a
principal of Indigo Partners LLC, a private equity fund focused on air transportation, since Apr 2004.
He has served as a member of the Frontier Airlines Board of Directors since December 2013. Mr.
Franke has served on the boards of directors of Concesionaria Vuela Compafiia de Aviacion, S.A.B.
de C.V., an airline based in Mexico doing business as Volaris, since July 2010. Mr. Franke also serves
on the University of Arizona Foundation board and its investment and executive committees. Mr.
Franke holds a BS from the University of Arizona and a Masters of International Management from
the Thunderbird School of Global Management.

Mr. Lao is presently the President and Chief Commercial Officer of the Parent Company following
his appointment in 1 Jan 2023. He became Chief Commercial Officer last 10 May 2021. Prior that,
he was the Chief Strategy Officer since 16 Aug 2019. Before joining the Group, he worked as
Assistant Vice President of Philamlife from August 2001 to September 2007 and as Business
Development Assistant of Ayala Life from 1998 to 1999. He graduated from Ateneo De Manila
University with a Bachelor of Science degree
degree in Business Administration from the Asian Institute of Management . He has 15 years of
experience in the airline industry, all of which have been with the Group.

Ms. Siy has been a director of the Parent Company since 3 Mar 2021. She is a current member of the
Board of Directors of Epicurean Partners Exchange Inc., the operators of the Kenny Rogers restaurant
chain which she founded in 1994, and Seattl e
market in 2000. She is currently the Chairman of the Board of T rustees of the Ateneo de Manila
University, making her the first woman to hold the position. She also serves as an independent
director of PLDT Inc. (TEL PM) since June 2021. She received her Bachelor of Arts in Economic
(Honours Program) from the Ateneo de Manila University and graduated magna cum laude. Ms. Siy
also has a Masters in Management degree from the J.L. Kellogg Graduate School of Management
Northwestern University in Chicago in the United States.

Mr. Cu has been a director of the Parent Company since 3 Mar 2021. He is the former President and
Co-Founder for Grab Philippines. His role revolved around a duo directional and strategic leadership
for core capabilities in Grab Philip pines, other areas of focus include, strategies for business
development and technology. He started his career as a management consultant with the Boston
Consulting Group. While in BCG, he co-founded GoJek in Indonesia. He decided to jump full time
into th e world of entrepreneurship in 2012 when he co -founded Zalora Philippines. He left in mid -
2013 to co-found Grab Philippines and served as its President until Aug 2020.

Mr. Tantoco has been a director of the Parent Company since 12 May 2021. He is the President and
Chi ef Operating Officer (C0OO0) of Energy Deve
renewable power company. He is also a member of the Board of Directors of First Philippi ne Holdings
Corporation (FPH PM), First Gen Corporation (FGEN PM), Energy Development Corporation, anc
several of these companies6 subsidiaries. Pr
FGEN, Mr. Tantoco worked with the management-consulting fir m Booz, Allen & Hamilton, Inc. in

New York and London as well as Procter and Gamble Philippines. Mr. Tantoco obtained his BS
Business Management degree from the Ateneo de Manila University where he graduated with

honours, and his MBA in Finance from the Wharton School of Business of the University of
Pennsylvania.

Source: ®om@pamypitive I nformation Statement 2023
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Fizy7 Rel evant tax rul es

R.A. No. 10378 - Common Carriers Tax Act

This act recognizes the principle of reciprocity as basis for the grant of income tax exceptions
to international carriers and rationalizes other taxes imposed thereon.

Among the relevant provisions of the act follows:

a. An international carrier doing business in the Philippines shall pay a tax of 2.5% on its
Gross Plilippine Billings, provided, that international carriers doing business in the
Philippines may avail of a preferential rate or exemption from the tax herein imposed
on their gross revenue derived from the carriage of persons and their excess baggage
on the basis of an applicable tax treaty or international agreement to which the
Philippines is a signatory or on the basis of reciprocity such that an international carrier,
whose home country grants income tax exemption to Philippine carriers, shall likewise
be exempt from the tax imposed under this provision;

b. International air carriers doing business in the Philippines on their gross receipts derived
from transport of cargo from the Philippines to another country shall pay a tax of 3% of
their quarterly gross receipts; and

c. VAT exemption on the transport of passengers by international carriers.

Tax incentives As a Board of Investments (BOI) registered operator, CEB is entitled to certain fiscal and
non-fiscal incentives, including an income tax holiday (ITH) which extends for a period of
two (2) to four (4) years for each batch of aircraft registered to BOI.

Source: Company annual financi al statements
B.Competitive | andscape and positioning

The Philippine aviation authorities deregulated the airline industry in 1995
resulting in fewer regulatory impediments for entrance to the sector, and
eliminated certain restrictions on domestic routes and frequencies. On the
international market, the Phil ippines currently operates under a bilateral
framework, whereby foreign carriers are granted landing rights in the
Philippines on the basis of reciprocity as set forth in the relevant bilateral
agreements between the Philippine government and other countri es. In Mar
2011, the Philippine government issued Executive Order 29, which
authorizes the CAB and the Philippine Air Panels to pursue more aggressively
the international civil aviation |liberalization
competitiveness as a tourism destination and investment location.

Currently, CEB faces intense competition from on both its domestic and

international routes. CEBG6s competitors extend
alternative modes of transportation, particularly sea and land transpor t,

particul ar |l y -gosteaeier pdSiioBirlgs | ow

In the Philippines, CEB competes mainly with PAL, a full -service Philippine
flag carrier and its domestic low -cost carrier subsidiary, PAL Express
(Unlisted; formerly Airphil Express), which code shares with PAL on certain
domestic routes and leases certain aircraft from PAL; and Philippines Air
Asia (a merger between former Air Asia Philippines and Zest Air). Most of

CEBOGs domestic and international destinations ar

airlines.

i. CEB has domestic mar ket | eader shi

CEB held the number one spot in terms of share of domestic
passengers serviced in the Philippines since 2006. Although it is
growing its international flights, its near -term growth strategy is

still largely domestic-dr i ven and over the past 10 year s,

domestic market share hovered between 44 -54%, consistently
followed by L, which is the market leader for long -haul flights, then
PAA.

September 26, 2023
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Val-temoney flightdidfer@BBi ati ng
factor

CEB uses the LCC business model and aims to offer the most
affordable air services to passengers through high-load and high-
frequency flights, high aircraft utilization, a young and simple fleet
composition; and low distribution costs.

CEBds most psaeppuomation issite BUSO (PHP1) fares,
which it launched in 2004, and continues to offer to Filipinos up to
this day. The PHP1 price excludes fuel surcharge, passenger service
charge, airport fees, and other variable fees, which a re all
shouldered by the passenger.

September 26, 2023
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Figl Breakdown of total fare

Fuel Surcharge

PH Passenger Service Charge
Passenger Service Charge for Nat
Ai rport DevelS@Gpment Fee

PH PSC Value Added Tax

Passenger ServiceS@Gnd Security Fe
Base Fare

ASF of DPSC/ 1 PSC

Avi ation Levy

Admini strative Fee

Source: Company

This pricing strategy allows CEB to divide its customers into 16
pricing buckets, wherein the lowest price point is the P1SO fares
booked more than 6 months in advance, while the highest fares are
charged to clients who booked closer to the actual flight date. The
promotional fare seats are limited per flight, but it still works as it
entices travellers to book ahead. It allows CEB to increase its SLF,
and pass on its fixed fuel and other costs at the same time.

In addition to the promo fares, CEB also boasts its uniquely upbeat
flying experience, as itis the only carrier that offers fun games on
board, together with its entertaining, internationally renowned
inflight magazine, Smile.

Fig2 P1SO fares offered ir Fi4g3 Inflight games

-
-

=
cebu pacific

-
APRAL heat, book a seqt/
- Habang P150 par

ONE-WAY
BASE FARE

EXCLUSIVE OF FEES
L' AND SURCHARGES

Sale Period: Apr 17 - 19, 2023
Travel Period: Aug 1, 2023 - Mar 31, 2024

BOOK NOW cebupacificair.com

Let’s fly every Juan!

Source: Company Source: Company
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FYE 31 Dec FY21A FY22A FY23E FY24E FY25E
Key Metrics

P/E (reported) (x) nm nm 3.3 2.3 1.8
Core P/E (x) nm nm 3.3 2.3 1.8
P/BV (x) 24 nm 8.0 1.9 0.9
P/INTA (X) 2.6 (6.5) 11.2 2.0 1.0
Net dividend yield (%) 0.0 0.0 0.0 0.0 0.0
FCF yield (%) nm 25.3 nm 34.4 58.8
EV/EBITDAR (x) nm 11.8 4.6 3.8 3.2
EV/EBIT (x) nm nm 16.8 12.0 9.5
INCOME STATEMENT (PHP m)

Revenue 15,740.8 56,751.4 84,419.8 97,479.6 107,736.2
Gross profit (19,594.3) (7,193.3) 12,147.4 15,686.0 20,011.3
EBITDAR (3,942.9) 8,524.5 25,457.1 30,670.5 34,990.7
Depreciation (14,355.5) (12,092.9) (12,056.1) (13,722.1) (13,993.6)
Amortisation 0.0 0.0 0.0 0.0 0.0
EBIT (24,770.7) (14,193.1) 7,046.0 9,826.4 11,907.5
Net interest income /(exp) (1,981.4) (1,922.0) (1,608.8) (1,497.6) (1,169.9)
Associates & JV (174.4) (113.3) 46.6 48.9 38.5
Exceptionals 0.0 0.0 0.0 0.0 0.0
Other pretax income 0.0 0.0 0.0 0.0 0.0
Pretax profit (26,926.6) (16,228.4) 5,483.7 8,377.6 10,776.1
Income tax 2,028.0 2,249.0 658.0 670.2 538.8
Minorities 0.0 0.0 0.0 0.0 0.0
Discontinued operations 0.0 0.0 0.0 0.0 0.0
Reported net profit (24,898.6) (13,979.4) 6,141.8 9,047.8 11,314.9
Core net profit (24,898.6) (13,979.4) 6,141.8 9,047.8 11,314.9
Preferred Dividends (550.8) (716.0) (716.0) (716.0) (716.0)
BALANCE SHEET (PHP m)

Cash & Short Term Investments 19,582.6 20,007.5 18,959.6 28,365.1 37,762.4
Accounts receivable 1,978.9 2,591.1 4,221.0 4,874.0 5,386.8
Inventory 1,776.6 2,532.5 4,221.0 4,874.0 5,386.8
Property, Plant & Equip (net) 74,292.3 64,624.0 76,771.8 78,603.9 78,616.8
Intangible assets 721.6 721.6 721.6 721.6 721.6
Investment in Associates & JVs 335.2 221.9 233.0 244.6 256.9
Other assets 39,566.5 56,457.1 69,793.2 79,118.0 88,391.4
Total assets 138,253.8 147,155.9 174,921.3 196,801.2 216,522.8

ST interest bearing debt 8,317.9 3,699.4 4,286.1 5,993.6 5,993.6
Accounts payable 15,711.6 21,815.0 21,177.9 23,805.5 26,026.8
LT interest bearing debt 54,284.5 50,103.4 55,230.6 52,529.6 48,536.0
Other liabilities 49,330.0 74,423.0 91,686.0 103,600.0 114,495.0
Total Liabilities 127,644.0 150,041.0 172,380.7 185,928.8 195,051.5

Shareholders Equity 10,609.7 (2,885.1) 2,540.6 10,872.4 21,471.3
Minority Interest 0.0 0.0 0.0 0.0 0.0
Total shareholder equity 10,609.7 (2,885.1) 2,540.6 10,872.4 21,471.3

Total liabilities and equity 138,253.8 147,155.9 174,921.3 196,801.2 216,522.8

CASH FLOW (PHP m)

Pretax profit (26,926.6) (16,228.4) 5,483.7 8,377.6 10,776.1
Depreciation & amortisation 14,355.5 12,092.9 12,056.1 13,722.1 13,993.6
Adj net interest (income)/exp 1,981.4 1,922.0 1,608.8 1,497.6 1,169.9
Change in working capital 3,232.1 9,924.3 220.1 3,857.0 3,550.0
Cash taxes paid 2,028.0 2,249.0 658.0 670.2 538.8
Other operating cash flow 1,502.0 3,524.2 (1,352.2) (1,522.7) 0.8
Cash flow from operations (3,827.6) 13,483.9 18,674.5 26,601.9 30,029.2
Capex (2,305.6) (7,511.0) (28,280.6) (19,593.4) (18,045.8)
Free cash flow (6,133.2) 5,972.9 (9,606.1) 7,008.5 11,983.4
Dividends paid 0.0 0.0 (716.0) (716.0) (716.0)
Equity raised / (purchased) 0.0 0.0 0.0 0.0 0.0
Change in Debt 4,560.1 (8,799.5) 5,713.9 (993.6) (3,993.6)
Other invest/financing cash flow 4,526.8 6,037.2 2,177.9 2,593.5 2,1235
Effect of exch rate changes (1,290.7) (3,324.1) 1,382.4 1,513.1 0.0
Net cash flow 1,663.0 (113.6) (1,047.9) 9,405.4 9,397.3
September 26, 2023
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FYE 31 Dec FY21A FY22A FY23E FY24E FY25E
Key Ratios

Growth ratios (%)

Revenue growth (30.4) 260.5 48.8 155 105
EBITDAR growth nm nm 198.6 20.5 14.1
EBIT growth nm nm nm 395 21.2
Pretax growth nm nm nm 52.8 28.6
Reported net profit growth nm nm nm 47.3 251
Core net profit growth nm nm nm 47.3 25.1
Profitability ratios (%)

EBITDAR margin nm 15.0 30.2 315 325
EBIT margin nm nm 8.3 10.1 11.1
Pretax profit margin nm nm 6.5 8.6 10.0
Payout ratio 0.0 0.0 0.0 0.0 0.0
DuPont analysis

Net profit margin (%) nm nm 7.3 9.3 10.5
Revenue/Assets (X) 0.1 0.4 0.5 0.5 0.5
Assets/Equity (x) 13.0 nm 68.9 18.1 10.1
ROAE (%) (146.2) (343.4) nm 145.6 74.4
ROAA (%) (18.7) (9.8) 3.8 4.9 5.5
Liquidity & Efficiency

Dividend cover (x) nm nm nm nm nm
Current ratio (x) 0.7 0.7 0.7 0.8 0.9
Leverage & Expense Analysis

Asset/Liability (x) 11 1.0 1.0 11 11
Net gearing (%) (incl perps) 405.5 net cash nm 277.4 78.1
Net gearing (%) (excl. perps) 405.5 net cash nm 277.4 78.1
Net interest cover (x) na na 4.4 6.6 10.2
Debt/EBITDAR (x) nm 6.3 2.3 1.9 1.6
Capex/revenue (%) 14.6 13.2 335 20.1 16.8
Net debt/ (net cash) 43,019.7 33,795.3 40,557.1 30,158.1 16,767.2
Source: Company; Maybank IBG Research
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APPENDI X |I: TERMS FOR PROVI S| ON OF REPORT, DI SCLAI MERS AND D

DI SCLAI MERS

This research report is prepared for gener alundierrcwloatciian uamsd afnccre si sfhoorumadt iicn bpeu reppmssd sd ea
of an offer to buy the securities referred to herein. Ina¢etand shatbepehveecchdieymayes
or recommendations contained herein are in form of technicam fandamentat fandamenaaltea
methodol ogies hasledrenppr keérge laantde d/ oil ufmer mation extracteld §tomkthrechehgeanh jbheisducthyenn
may be less than the original sum invested. Raptrfermammancdhis meponéceéssanitl yndegdiede
not take into account the specific investment objectives, trheec efiivneanocri arle asd ttutditeiudme petonindg r.
financial, legal and other advice regarding the appropri datseress dofori meesotmmen diend amy tsheics
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