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FLASH NOTE 

SATS (SATS SP) 
In Ongoing Discussion About A Large Acquisition 
SATS is in an ongoing discussion regarding a potential acquisition of Worldwide Flight 
Services (WFS), though there is no guarantee this deal will materialise. Information is 
very limited at this juncture but based on an unverified figure quoted by Bloomberg, the 
deal could be worth as much as $3b. This report shares our initial findings about WFS. 
With significant uncertainties and limited disclosure related to the deal, our 
recommendation and target price on SATS are now UNDER REVIEW. 

WHAT’S NEW 
• In ongoing discussion about a large acquisition. In a news article titled “SATS Said in 

Talks to Buy $3 Billion Worldwide Flight Services” published on 21 Sep 22 afternoon, 
Bloomberg quoted an anonymous source noting that SATS is in talks to acquire air cargo 
handler Worldwide Flight Services from its current owner, Cerberus Capital Management 
(a US private equity firm), for as much as (US)$3b and has sounded out for funding. 
Shortly after this news came out, SATS requested a trading halt for its shares and 
subsequently announced on SGX clarifying that: a) there is an ongoing discussion about 
the potential acquisition, b) no definitive term or formal legal documentation (including the 
consideration) has been agreed upon, and c) the Bloomberg article contains materially 
inaccurate information. SATS noted that it is constantly on the lookout for acquisition 
opportunities and there is no certainty that this deal will proceed or materialise. 

ABOUT THE ACQUISITION TARGET 
• World’s largest air cargo handler. Founded in 1971, Paris-based WFS is said to be the 

world’s largest air cargo handler operating in more than 160 airports in over 20 countries 
with a staff strength of over 32,000. It serves more than 270 airlines globally. Based on 
our research from various public resources (including news articles, management 
interviews, etc), WFS’s normalised annual revenue is in the range of €1.4b-1.6b, and it 
reported adjusted EBITDA of €182m in 2021.   

• It has changed hands three times since 2006. Before the speculation of a possible 
deal with SATS, we note that WFS has already changed hands three times in the past 16 
years and was held by three private equity (PE) firms in a sequential order: 

− First change of hands. In 2006, LBO France acquired WFS from industrial 
conglomerate VINCI at an enterprise value (EV) of €315m when WFS generated 
€505m in revenue in 2005 and had a staff strength of 11,000. The transaction 
valuation implied EV/sales of 0.62x 

− Second change of hands. In 2015, Platinum Equity acquired WFS from LBO France 
for an undisclosed amount, when WPS’ annual revenue in 2015 was €750m and it had 
14,000 staff. 

− Third change of hands. In 2018, Cerberus Capital Management (the current owner) 
acquired WFS from Platinum Equity for €1.2b, when WFS had annual sales of about 
€1.2b and 22,000 staff. The acquisition valuation implied EV/sales of 1.0x. 

• 7.3% revenue CAGR over 16 years in the hands of PEs, driven by organic growth 
and bolt-on acquisitions. Over the years in the hands of PE firms, WFS has achieved 
revenue CAGR of 7.3% over 16 years since 2005, driven by both organic growth and 
bolt-on acquisitions (led by the PE firms). A recent example of WFS’ bolt-on acquisitions 
is the acquisition of Mercury Air Cargo, the largest air cargo handler (with 1,500 staff) in 
Los Angeles, US, in late 2021. With the completion of this acquisition, WFS’ pro forma 
annual revenue was estimated at €1.6b in 2021. In the most recent interview by Aircargo 
News on 5 Sep 22, WFS CEO said he expects WFS’ revenue to reach €1.8b in 2022. 

 
 

UNDER REVIEW
 
Share Price S$4.09 
Target Price n.a. 
Upside n.a. 
(Previous TP S$4.20) 

COMPANY DESCRIPTION 
Asia's leading provider of food solutions and 
gateway services with a presence in over 55 
locations across 14 countries. 

STOCK DATA 
GICS sector Industrials 
Bloomberg ticker: SATS SP 
Shares issued (m): 1,124.2 
Market cap (S$ m): 4,597.9 
Market cap (US$m): 3,254.0 
3-mth avg daily t'over (US$m): 5.0 

Price Performance (%) 
52-week high/low S$ 4.67/S$ 3.79 

1mth 3mth 6mth 1yr YTD 
(0.7) 2.0 2.8 1.5 5.1 

Major Shareholders % 
Temasek Hldgs 41.0 

FY23 NAV/Share (S$) 1.49 

FY23 Net Debt/Share (S$) 0.13 

PRICE CHART 

Source: Bloomberg 
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STOCK IMPACT 
• No certainty this deal will materialise. Referring to SATS’ clarifications on the SGX, we 

believe that the talk of a possible acquisition is within the routine business development 
activities of SATS and highlight that it is too early to conclude the deal will go through. 

• The rumoured valuation level does not appear cheap at first look… Without better 
clarity on WFS’ financials and if the rumoured US$3b (€3b) valuation level in the previous 
Bloomberg news is adopted, the deal does not appear cheap at first look. It translated to 
1.88x over WFS’ 2021 sales (about €1.6b) or 1.67x over 2022F sales (about €1.8b); this 
is compared to the seller’s (PE firm) previous acquisition EV/sales of 1.0x back in 2018. 
In addition, based on our findings from public information, WFS’ 2021 EBITDA margin of 
11.4% is thinner than SATS’ ground handling business segment EBITDA margin of 15-
16% before the pandemic broke out. WFS’ operating margin would be even lower, likely 
at mid-to-high single-digit if depreciation is considered; in comparison, SATS’ ground 
handling business operating margin was at 10-12% before the pandemic. 

• …but it still depends on SATS’ judgement and justification for potential synergy. In 
the hands of the three PE firms over the years, we believe the low-hanging fruits of 
growth opportunities that can be seized by financial investors are likely to have been 
largely harvested. Having said that, SATS, as an industry player with a solid track record 
and expertise in the air cargo handling business, may still manage to achieve further 
growth out of WFS. We believe there are likely synergies between WFS and SATS’ 
existing air cargo handling business but we defer to SATS management on further 
disclosure (if any) and justifications regarding the estimated synergy that can be realised. 

• If SATS is to proceed with the deal, equity-raising is likely. Given SATS’ equity value 
of S$1.7b as at end-1H22 (with a slight net cash position of about S$150m), we estimate 
that SATS’ net gearing will shoot to over 200%, if SATS is to proceed with the deal at the 
rumoured valuation level with only debt financing. Therefore, we think equity-raising is 
highly likely if SATS is to proceed with this deal.  

• The acquisition, if closed, is likely to lead to significant goodwill. We note that the 
air cargo ground handling business is likely relatively asset-light in nature. As such, the 
transaction (if it ever happens) is likely to lead to significant goodwill being recognised on 
SATS’ balance sheet. 

EARNINGS REVISON/RISKS 
• Without clarity on: a) whether the deal will go through, b) the exact valuation level the 

buyer and  seller can agree upon (if ever), c) financial details of the potential target, d) 
SATS’ financing plan, we have yet to incorporate any impact from the acquisition into our 
financial forecast. 

• Key risks: The fair value of SATS is significantly dependent on: a) whether this deal 
goes through, and b) the richness/cheapness of the transaction valuation if the deal goes 
through. 

VALUATION/RECOMMENDATION 
• UNDER REVIEW. Given the significant uncertainties related to the deal and limited 

disclosure at this juncture, our recommendation and target price on SATS are put 
UNDER REVIEW. 
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FIGURE 1: PROFIT & LOSS 
Year to 31 Mar (S$m) 2022 2023F 2024F 2025F

Net turnover 1,176.8 1,812.1 2,163.3 2,453.2

EBITDA 77.1 190.2 325.0 465.2

Deprec. & amort. 119.7 165.0 165.0 166.8

EBIT (42.6) 25.2 160.0 298.3

Total other non-operating income 12.2 18.4 0.0 0.0

Associate contributions 17.1 23.5 31.5 38.2

Net interest income/(expense) (13.8) (10.7) (7.0) (6.7)

Pre-tax profit (27.1) 56.4 184.5 329.9

Tax 31.4 1.1 (30.6) (58.3)

Minorities 16.1 7.0 0.0 (6.0)

Net profit 20.4 64.5 153.9 265.6

Net profit (adj.) 20.4 64.5 153.9 265.6

Source: SATS, UOB Kay Hian 
FIGURE 2: BALANCE SHEET 
Year to 31 Mar (S$m) 2022 2023F 2024F 2025F

Fixed assets 902.4 998.9 1,095.5 1,192.4

Other LT assets 1,093.9 1,085.6 1,080.0 1,076.6

Cash/ST investment 786.0 578.1 493.9 460.7

Other current assets 510.0 591.7 682.6 759.6

Total assets 3,292.3 3,254.4 3,351.9 3,489.3

ST debt 143.1 101.4 101.4 101.4

Other current liabilities 487.5 502.9 513.9 525.6

LT debt 694.8 625.7 625.7 625.7

Other LT liabilities 133.2 133.2 133.2 133.2

Shareholders' equity 1,602.6 1,667.1 1,753.6 1,873.3

Minority interest 231.1 224.1 224.1 230.1

Total liabilities & equity 3,292.3 3,254.4 3,351.9 3,489.3

Source: SATS, UOB Kay Hian 
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FIGURE 3: CASH FLOW 
Year to 31 Mar (S$m) 2022 2023F 2024F 2025F

Operating 62.3 129.7 204.5 331.5

Pre-tax profit (27.1) 56.4 184.5 329.9

Tax (17.0) 1.1 (30.6) (58.3)

Deprec. & amort. 119.7 165.0 165.0 166.8

Associates (17.1) (23.5) (31.5) (38.2)

Working capital changes (0.3) (66.3) (79.9) (65.4)

Non-cash items 19.5 18.4 0.0 0.0

Other operating cashflows (15.4) (21.4) (3.0) (3.4)

Investing 31.1 (199.5) (194.1) (191.5)

Capex (maintenance) (77.9) (218.2) (218.2) (220.4)

Investments 80.6 0.0 0.0 0.0

Proceeds from sale of assets 0.7 0.0 0.0 0.0

Others 27.7 18.7 24.1 29.0

Financing (189.3) (138.1) (94.6) (173.2)

Dividend payments 0.0 0.0 (67.3) (145.9)

Issue of shares 0.0 0.0 0.0 0.0

Proceeds from borrowings 21.1 0.0 0.0 0.0

Loan repayment (182.0) (110.8) 0.0 0.0

Others/interest paid (28.4) (27.3) (27.3) (27.3)

Net cash inflow (outflow) (95.9) (207.9) (84.2) (33.2)

Beginning cash & cash equivalent 879.8 786.0 578.1 493.9

Changes due to forex impact 2.1 0.0 0.0 0.0

Ending cash & cash equivalent 786.0 578.1 493.9 460.7

Source: SATS, UOB Kay Hian 
FIGURE 4: KEY METRICS 
Year to 31 Mar (%) 2022 2023F 2024F 2025F

Profitability 

EBITDA margin 6.5 10.5 15.0 19.0

Pre-tax margin (2.3) 3.1 8.5 13.4

Net margin 1.7 3.6 7.1 10.8

ROA 0.6 2.0 4.7 7.8

ROE 1.3 3.9 9.0 14.6

Growth 

Turnover 21.3 54.0 19.4 13.4

EBITDA (36.0) 146.8 70.9 43.1

Pre-tax profit n.a. n.a. 227.2 78.8

Net profit n.a. 216.1 138.7 72.6

Net profit (adj.) n.a. 216.1 138.7 72.6

EPS n.a. 215.8 138.7 72.6

Leverage 

Debt to total capital 31.4 27.8 26.9 25.7

Debt to equity 27.9 21.2 20.2 19.0

Net debt/(cash) to equity (15.0) (9.4) (4.7) (2.9)

Source: SATS, UOB Kay Hian 
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Disclosures/Disclaimers 
 
This report is prepared by UOB Kay Hian Private Limited (“UOBKH”), which is a holder of a capital markets services licence and an exempt 
financial adviser in Singapore.  
 
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. Advice should be sought from a financial adviser regarding the suitability of the investment product, 
taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the recommendation, 
before the person makes a commitment to purchase the investment product. 
 
This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this 
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by 
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may 
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law or 
would subject UOBKH 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 UOBKH to be reliable. However, 
UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts no liability 
whatsoever for any loss or damage arising from the use of or reliance on the Information.  UOBKH and its connected persons may have 
issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its connected 
persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time, including before its 
publication herein.  
 
Except as otherwise indicated below, (1) UOBKH, 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) UOBKH, 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; (3) the officers, employees and 
representatives of UOBKH 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”); and (4) UOBKH may otherwise have an interest (including a 
proprietary interest) in the subject corporation(s) referred to in this report. 
 
As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in the 
securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.  
 
IMPORTANT DISCLOSURES FOR U.S. PERSONS  
 
This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.  
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of 
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly or 
through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from 
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”).  All US persons that 
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and 
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities. 
 
Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on 
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS”), a registered broker-dealer 
in the United States.  Under no circumstances should any recipient of this research report effect any transaction to buy or sell securities or 
related financial instruments through UOBKH. 
 
UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is delivered 
to and intended to be received by a U.S. person other than a major U.S. institutional investor. 
 
The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry 
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable 
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research 
analyst account. 
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Analyst Certification/Regulation AC  
 
Each research analyst of UOBKH 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 UOBKH 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 UOBKH’s total revenues, a portion of which are generated from 
UOBKH’s business of dealing in securities.  
 
Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the following 
table. 
General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or 

located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to 
applicable law or regulation. 

Hong Kong This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the 
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has 
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed 
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under 
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong 
Kong and contains research analyses or reports from a foreign research house, please note: 
(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong 
Kong in respect of any matters arising from, or in connection with, the analysis or report; and  
(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong 
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the 
analyses or reports only to the extent required by law.  

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority 
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a 
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant 
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report. 

Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the 
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia, 
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the 
registered person under CMSA to distribute any research analyses in Malaysia. 

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital 
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the 
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note: 
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore 
in respect of any matters arising from, or in connection with, the analysis or report; and  
(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore 
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the 
contents of the analyses or reports only to the extent required by law.  

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated 
by the Securities and Exchange Commission of Thailand. 

United 
Kingdom 

This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning 
of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in 
the UK is intended only for institutional clients. 

United 
States of 
America 
(‘U.S.’) 

This report cannot be distributed into the U.S. or to any U.S. person  or entity except in compliance with applicable U.S. 
laws and regulations. It is being distributed in the U.S.  by UOB Kay Hian (US) Inc, which accepts responsibility for its 
contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in 
the report should contact UOB Kay Hian (US) Inc. directly. 
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