
Deutsche Bank Group 
 Research 
 

Rating 

Buy 
Asia 

China 

Transportation 

Infrastructure 

 

Company 

Shanghai Airport 
Alert 

 

Date 

26 July 2018 
 

Company Update 
 

Duty-free auction drives earnings 
growth 

 

Reuters Bloomberg Exchange Ticker 
600009.SS 600009 CG SHH 600009 

    
      

 

  

  

________________________________________________________________________________________________________________ 
Deutsche Securities Inc. 

The views expressed above accurately reflect the personal views of the authors about the subject companies and 
its(their) securities. The authors have not and will not receive any compensation for providing a specific 
recommendation or view. Deutsche Bank does and seeks to do business with companies covered in its research 
reports. As a result, investors should be aware that the firm may have a conflict of interest that could affect the 
objectivity of this report. Investors should consider this report as only a single factor in making their investment 
decision. Prices are current as of the end of the previous trading session unless otherwise indicated and are sourced 
from local exchanges via Reuters, Bloomberg and other vendors. FOR OTHER IMPORTANT DISCLOSURES PLEASE 
VISIT https://research.db.com/Research/Disclosures/Company?ric=600009.SS and 
https://research.db.com/Research/Disclosures/CompanySearch and 
https://research.db.com/Research/Topics/Equities?topicId=RB0002 MCI (P) 091/04/2018. THE CONTENT MAY NOT BE 
DISTRIBUTED IN THE PEOPLE’S REPUBLIC OF CHINA (“THE PRC”) (EXCEPT IN COMPLIANCE WITH THE APPLICABLE 
LAWS AND REGULATIONS OF PRC), EXCLUDING SPECIAL ADMINISTRATIVE REGIONS OF HONG KONG AND 
MACAU. 

 

Price at 25 Jul 2018 (CNY) 62.67 

Price target - 12mth (CNY) 70.00 

52-week range (CNY) 62.75 - 35.84 

HANG SENG INDEX 28,921 
 

 

Joe Liew, CFA 

Research Analyst 

(+81) 3 5156-6725 

joe.liew@db.com 

 
 

Vincent Ha, CFA 

Research Analyst 

(+852 )    2203 6247 

vincent.ha@db.com 

 
  

Key changes 

TP 74.40 to 70.00 ↓ -5.9% 

Sales (FYE) 9,014 to 9,400 ↑ 4.3% 

Op prof 
margin (FYE) 

49.7 to 51.8 ↑ 4.2% 

Net profit 
(FYE) 

4,161.4 to 
4,453.4 

↑ 7.0% 

Source: Deutsche Securities Inc. 
 

Key data 

FYE 12/31 2017A 2018E 2019E 

Sales (CNYm) 8,062 9,400 11,629 

Net Profit 
(CNYm) 

3,683.4 4,453.4 5,549.4 

DB EPS (CNY) 1.91 2.31 2.88 

PER (x) 18.8 27.1 21.8 

Yield (net) (%) 1.6 1.1 1.4 

Source: Deutsche Securities Inc. 
 

Strong traffic growth 
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New duty-free concession rate of 42.5% 
Shanghai Airport announced the results of the duty-free concession auction on 
21 Jul. The winning bid was from Sunrise Duty Free Group (Shanghai), an 
associate of CITS and the current duty-free operator of Pudong Airport. Sunrise 
(Shanghai) offered a 42.5% concession rate and total guaranteed revenue of 
RMB41bn over the expected contract term from 1 Jan 2019 to 31 Dec 2025. 
The operating areas include Pudong Airport T1, T2 and the new satellite 
concourse, which is expected to open mid-2019. The new contract terms are 
expected to come into effect from 1 Jan 2019 for T2, from 1 Jan 2022 for T1 
and from the commencement of operations in mid-2019 for the satellite 
concourse. Shanghai Airport and Sunrise (Shanghai) are finalizing further 
details of the contract. 

Adjusted forecasts to factor in traffic growth and concession rate changes 
We have increased our 2018E NP forecast by 7% to take into account the 
better-than-expected traffic growth YTD (our 2018 forecast now assumes 6% 
pax traffic growth compared to 5.4% previously) and cut our 2019-2020E NP 
forecasts by 10% due to the lower concession rate assumption of 38%, 
compared to our previous assumption of 45%. The adjusted NP forecasts for 
2018-2020E are RMB4,453m, RMB5,549m, and RMB5,937m respectively. We 
cut our TP by 6% to RMB70; maintaining Buy. 

1H18 results expected on 25 Aug 
In 1Q18, Shanghai Airport reported NP of RMB 1,017m up 28.6% yoy, 
supported by a 5.5% yoy increase on total passenger traffic and the new 
airport fee standards. For the first half of 2018, total passenger traffic was 
36.69m (up 7.5% yoy) and international pax traffic growth was 12.6% yoy. We 
are forecasting RMB 2,064m NP for 1H18, representing 22% yoy growth.  
 

Figure 1: Forecasts before and after adjustments and versus consensus 

 Before After Chg. Consensus Diff. 

 18E 19E 20E 18E 19E 20E 18E 19E 20E 18E 19E 20E 18E 19E 20E 

OP 4,480 7,076 7,609 4,866 6,270 6,739 9% -11% -11% 4,619 5,941 6,635 5% 6% 2% 

NP 4,161 6,159 6,595 4,453 5,549 5,937 7% -10% -10% 4,366 5,299 5,691 2% 5% 4% 

Source: Deutsche Bank, Bloomberg Finance LP 
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