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 CD’s share price has given a total return, inclusive of 
dividend, of 35% year-to-date.  

 As much as we like CD’s healthy cash flow business and 
aggressive use of its strong balance sheet to expand via 
acquisitions, we believe its current valuations are stretched.  

 Furthermore, there are downside risks from the 
depreciating AUD and the potential of a hard Brexit by the 
end of the year. Meanwhile, its dividend yield has 
compressed to 3.7% for FY2019, which is among the lowest 
in our high-dividend watchlist.   

 We thus downgrade to NEUTRAL with an unchanged 
target price of S$2.77.  

 

Recent rally lifted by hopes of public fare revision. Although 
still in the early phase of discussions, the Singapore 
government will be working to review the formula by which 
public transport fees are determined. This is in order to 
reflect the increasing operating costs of Singapore’s MRT 
system, which Mr Khaw Boon Wan (Singapore’s Transport 
Minister) has said is now on par with other world-class 
systems like the Hong Kong MTR and Taipei Metro. If this 
pushes through, CD’s public transport business, which 
currently accounts for 49% of CD’s FY2018’s operating profits, 
is expected to get an earnings uplift.   
 
Still early, upside hard to estimate. Details are not available 
and it is hard to estimate how the revisions will pan out. We 
also think that any fare revision cannot be too aggressive 
given the potential for pushback from commuters. Fares are 
determined by the Public Transport Council (PTC), which will 
take into account factors such as inflation, wages and fuel 
costs.  
 
Currency down under.  A key earnings risk that we have to 
highlight is the depreciating AUD. The AUD has depreciated 
against SGD by 7% over the past year and 24% over the past 
five years. Australia contributed 14.6% of CD’s FY2018 
operating profits, and this contribution is expected to 
increase given the Australian bus acquisitions over the past 
one year. Furthermore, it seems the likelihood of a hard 
Brexit is rising given how the political situation is evolving in 

the UK. Its UK business contributed 12% of operating profits 
in FY2018.  
 

Figure 1: AUD/SGD - AUD has depreciated 7% against SGD over the past 

year, and potential for more downside as Australia continues to cut its 

interest rates.  

 
Source: KGI Research 

 
Valuation & Action: We downgrade our recommendation 
to Neutral as valuations are stretched following the 35% 
year-to-date rally. Our S$2.77 target price is already pegged 
to 19x 2019F EPS, which is 1 Standard Deviation above the 
10-year mean. While the group’s balance sheet remains in a 
strong position to take on more EPS-accretive acquisitions, 
we believe it will be prudent for investors to accumulate at a 
lower level below our target price.  
 
Risks: Slower-than-expected breakeven of DTL; forex risks 
given its exposure to UK and Australia.  
 
 

Financials & Key Operating Statistics

YE Dec (S$m) 2017 2018 2019F 2020F 2021F

Revenue 3970.9 3805.2 4145.1 4220.6 4297.5
PATMI 301.5 303.3 315.3 321.8 328.3
Core PATMI 279.1 291.5 315.3 321.8 328.3
Core EPS 12.9 13.5 14.6 14.9 15.2
Core EPS grth (%) -7.9 4.4 8.2 2.1 2.0
Core P/E (x) 22.0 21.1 19.5 19.1 18.7
DPS (SGCents) 10.4 10.4 10.6 10.7 10.8
Div Yield (%) 3.7 3.7 3.7 3.8 3.8
Net Margin (%) 7.6 8.0 7.6 7.6 7.6
Gearing (%) -0.1 8.4 17.9 24.9 31.3
Price / Book (x) 2.3 2.4 2.3 2.2 2.1
ROE (%) 9.9 10.0 9.9 9.7 9.4
Source: Company Data, KGI Research

Good share price performance YTD but valuations are stretched 
Joel Ng / 65 6202 1192 / joel.ng@kgi.com 

 

NEUTRAL - Downgrade

Price as of 10 Jul 19 (SGD) 2.84         Performance (Absolute)

12M TP ($) 2.77         1 Month (%) 13.6

Previous TP ($) 2.77         3 Month (%) 11.8

Upside, incl div (%) 1.1            12 Month (%) 25.0

Trading data Perf. vs STI Index (Red)

Mkt Cap ($mn) 6,151 Absolute (%) 1M 13.6

Issued Shares (mn) 2,166 Absolute (%) 3M 11.8

Vol - 3M Daily avg (mn) 7.6 Absolute (%) 12M 25.0

Val - 3M Daily avg ($mn) 19.6 52 week lo $2.07

Free Float (%) 93.6% 52 week hi $2.90

Major Shareholders Previous Recommendations

Blackrock 7.0% 16-May-19 BUY $2.77

Vanguard 2.7% 18-Feb-19 BUY $2.77

Norges Bank 1.4% 12-Nov-18 BUY $2.72
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KGI’s Ratings Rating Definition 

Outperform (OP) We take a positive view on the stock. The stock is expected to outperform the expected total 
return of the KGI coverage universe in the related market over a 12-month investment horizon. 

Neutral (N) We take a neutral view on the stock. The stock is expected to perform in line with the expected total 
return of the KGI coverage universe in the related market over a 12-month investment horizon. 

Underperform (U)  We take a negative view on the stock. The stock is expected to underperform the expected total 
return of the KGI coverage universe in the related market over a 12-month investment horizon 

Not Rated (NR) The stock is not rated by KGI Securities. 

Restricted (R) KGI policy and/or applicable law regulations preclude certain types of communications, including an 
investment recommendation, during the course of KGI's engagement in an investment banking 
transaction and in certain other circumstances. 

 

Disclaimer This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any 
legal relations, nor an advice or a recommendation with respect to such securities. This report is prepared for general 
circulation. It does not have regard to the specific investment objectives, financial situation and the particular needs of 
any recipient hereof. You should independently evaluate particular investments and consult an independent financial 
adviser before dealing in any securities mentioned in this report. 
 
This report is confidential. This report may not be published, circulated, reproduced or distributed and/or redistributed in 
whole or in part by any recipient of this report to any other person without the prior written consent of KGI Securities. 
This report is not intended for distribution and/or redistribution, publication to or use by any person in any jurisdiction 
outside Singapore or any other jurisdiction as KGI Securities may determine in its absolute discretion, where the 
distribution, publication or use of this report would be contrary to applicable law or would subject KGI Securities and its 
connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any registration, licensing or 
other requirements within such jurisdiction.  
 
The information or views in the report (“Information”) has been obtained or derived from sources believed by KGI 
Securities to be reliable. However, KGI Securities makes no representation as to the accuracy or completeness of such 
sources or the Information and KGI Securities accepts no liability whatsoever for any loss or damage arising from the use 
of or reliance on the Information.  KGI Securities and its connected persons may have issued other reports expressing 
views different from the Information and all views expressed in all reports of KGI Securities and its connected persons are 
subject to change without notice. KGI Securities reserves the right to act upon or use the Information at any time, 
including before its publication herein.  
 
Except as otherwise indicated below, (1) KGI Securities, its connected persons and its officers, employees and 
representatives may, to the extent permitted by law, transact with, perform or provide broking, underwriting, corporate 
finance-related or other services for or solicit business from, the subject corporation(s) referred to in this report; (2) KGI 
Securities, its connected persons and its officers, employees and representatives may also, to the extent permitted by 
law, transact with, perform or provide broking or other services for or solicit business from, other persons in respect of 
dealings in the securities referred to in this report or other investments related thereto; and (3) the officers, employees 
and representatives of KGI Securities may also serve on the board of directors or in trustee positions with the subject 
corporation(s) referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”.) 
 
However, as of the date of this report, neither KGI Securities nor its representative(s) who produced this report (each a 
“research analyst”), has any proprietary position or material interest in, and KGI Securities does not make any market in, 
the securities which are recommended in this report. 
 
Each research analyst of KGI Securities who produced this report hereby certifies that (1) the views expressed in this 
report accurately reflect his/her personal views about all of the subject corporation(s) and securities in this report; (2) 
the report was produced independently by him/her; (3) he/she does not carry out, whether for himself/herself or on 
behalf of KGI Securities or any other person, any of the Subject Business involving any of the subject corporation(s) or 
securities referred to in this report; and (4) he/she has not received and will not receive any compensation that is directly 
or indirectly related or linked to the recommendations or views expressed in this report or to any sales, trading, dealing 
or corporate finance advisory services or transaction in respect of the securities in this report. However, the 
compensation received by each such research analyst is based upon various factors, including KGI Securities’ total 
revenues, a portion of which are generated from KGI Securities’ business of dealing in securities.  
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