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Continue bleeding, downgrade to SELL 

AirAsia X (AAX) reported another disappointing set of results – 3Q19 core 

net loss of RM142m was below the street and our expectations. The poor 

results were due to weaker operating profit (stiff competitions and lower 

aircraft utilisation, partly cushioned by lower fuel cost), accounting impact 

from the adoption of MFRS16 and high taxation. We cut our 2019-21E EPS 

to reflect the challenging market conditions, as seen by AAX’s weak 

operational statistics. Downgrade to SELL (from HOLD) with a lower TP of 

RM0.10 (from RM0.16), based on 2.5x 2020E BVPS. Looking ahead, we 

expect AAX to report losses in 2019-21E; the weak results should put 

pressure on its share price. 
 

Sequentially, operating loss has narrowed but high taxes widened losses 

AAX released a weak set of results - 3Q19 core net loss has widened to 

RM142m (from RM124m core net loss in 2Q19) due to higher taxation of 

RM73m (versus tax credit of RM62m in 2Q19). Operationally, AAX’s 3Q19 

operating loss has narrowed sharply to RM15m, from RM110m in 2Q19 due to 

lower fuel cost (-17% qoq to RM370m) and decline in user charges (-44% qoq to 

RM61m). The group’s revenue was relatively unchanged qoq at RM1.01bn. 
 

9M19 core net loss of RM312m, below expectations  

Cumulatively, AAX’s 9M19 core net loss has deepened to RM312m, from 

RM192m core net loss in 9M18 due to lower revenue (-6.4% yoy), higher 

maintenance and overhaul expenses and higher taxation, partly cushioned by 

lower fuel cost and user charges. Overall, the results were below market and our 

expectations – the street was forecasting a net loss of RM182m for FY19E while 

we were previously expecting core net loss of RM220m. The earnings miss was 

due to weaker than expected revenue and high taxation. 
 

Management attribute the poor results to lower aircraft utilisation, 

irrational competitions, exit tax, accounting changes and weak associate 

performance (AirAsia X Thailand) 

While AAX has done a commendable job in controlling the operating cost, the 

revenue had come in below our expectations. The group carried 4.6% less 

passengers in 9M19 and the average base fare has slipped by 0.2% yoy. Also, 

AAX saw lower aircraft utilisation due to network restructuring. Broadly, we 

believe that stiff competition, implementation of exit tax and AAX’s aggressive 

expansion plan (and the needs to fill its capacity) had jointly affected AAX’s 

pricing power, resulted in negative ASK spread and the operating losses. 

Elsewhere, the adoption of MFRS16 has added another RM177m accounting 

losses to AAX’s 9M19 P&L. 
 

Earnings & Valuation Summary  

FYE 31 Dec (RMm) 2017 2018 2019E 2020E 2021E 
Revenue  4,562.0  4,544.5  4,395.7  4,745.7  5,119.3  
EBITDA 221.9  (76.7) 872.9  1,152.2  1,309.4  
Pretax profit 186.8  (241.4) (376.7) (102.3) (14.1) 
Net profit 98.9  (312.7) (395.9) (107.8) (15.2) 
EPS (sen) 2.4  (7.5) (9.5) (2.6) (0.4) 
PER (x) 6.7  -ve -ve -ve -ve 
Core net profit (3.4) (290.1) (313.9) (107.8) (15.2) 
Core EPS (sen) (0.1) (7.0) (7.6) (2.6) (0.4) 
Core EPS growth (%) -ve >(100) 8.2  (65.7) (85.9) 
Core PER (sen) -ve -ve -ve -ve -ve 
Net DPS (sen) 0.0  0.0  0.0  0.0  0.0  
Dividend yield (%) 0.0  0.0  0.0  0.0  0.0  
EV/EBITDA (x) 7.4  -ve 7.2  5.1  4.1  
Chg in EPS (%)  42.9 164.3 (136.4) 
Affin/Consensus (x)   1.7 4.9 (0.2) 

Source: Company, Affin Hwang forecasts, Bloomberg 

Results Note 

 

AirAsia X 
AAX MK 
Sector: Transport & Logistics 
 

RM0.175 @ 13 November 2019 
 

SELL (downgrade) 
Downside: 43% 
 

Price Target: RM0.10 
Previous Target: RM0.16 

 

Price Performance 

 1M 3M 12M 
Absolute 9.4% -14.6% -28.6% 
Rel to KLCI 6.6% -14.9% -24.5% 
 

Stock Data  

Issued shares (m)         4,148.1 
Mkt cap (RMm)/(US$m) 725.9/174.8 
Avg daily vol - 6mth (m) 8.0  
52-wk range (RM) 0.15-0.32 
Est free float 51.0% 
BV per share (RM) 0.05 
P/BV (x) 3.4 
Net cash/ (debt) (RMm) 

((3Q18) 

         (5,853) 
ROE (2019E) -ve 
Derivatives Yes 
Shariah Compliant Yes 
 

Key Shareholders 

Tune Group 17.8% 
AirAsia 13.8% 
Kamarudin bin Meranun 8.9% 
Source: Affin Hwang, Bloomberg 
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Cut EPS and TP, downgrade to SELL on challenging business outlook 

We cut our 2019-21E earnings by RM57-94m to account for: (i) the weak 

3Q19 results (including the high taxation); and (ii) lower revenue forecasts in 

view of the challenging business outlook. In tandem, we lowered our 12-

month target price to RM0.10 (from RM0.16) based on 2.5x 2020E BVPS 

and downgrade AAX to SELL (from HOLD). Looking ahead, we expect AAX 

to continue reporting losses in 2019-21E due to stiff competitions, subdued 

passenger growth and weak Ringgit (against the US$). The weak results 

should in turn put pressure on its share price. 
 

Key upside risks to our negative view: (i) a sharp decline in oil price; (ii) a 

strengthening of the RM vs. the USD; (iii) higher-than-expected operational 

performance. 
 
Fig 1: Results comparison 

FYE 31 Dec (RMm) 3Q18 
 

2Q19 
 

3Q19 
 

QoQ 

% chg 
YoY 

% chg 
9M18 9M19 YoY 

% chg 
Comments 
 

Revenue  1,084 1,013 1,015 0.1 -6.4 3,417 3,197 -6.4 Lower 9M19 revenue due to 
lower passenger carried (-
4.6% yoy) and lower average 
base fare (-0.2% yoy) due to 
stiff competitions. 
  

Op costs  -1,238 -892 -795 -10.8 -35.8 -3,551 -2,591 -27.0 Lower 9M19 operating cost 
yoy due to the exclusion of 
operating lease expense after 
the adoption of MFRS16.  

EBITDA -153.8 121.9 219.8 80.3 ->100 -134.7 606.2 >100   

EBITDA margin (%) -14.2 12.0 21.7 +9.6 
ppt 

+35.9 
ppt 

-3.9 19.0 +22.9 
ppt 

 

Depn and amort -48.6 -231.5 -234.5 1.3 >100 -103.1 -680.9 >100 9M19 D&A costs, includes 
RM644m depreciation of right-
of-use assets (MFRS16). 

EBIT  -202.5 -109.6 -14.7 -86.5 -92.7 -237.9 -74.7 -68.6   

Int expense  -7.3 -87.3 -78.1 -10.5 >100 -22.7 -253.3 >100 Higher interest expenses yoy, 
partly attributable to the 
adoption of MFRS16 (Fig 2). 

Int & other inc  4.6 11.8 23.4 99.0 >100 14.3 44.0 >100   

Inc from associates  -14.1 -1.1 0.0 -100.0 -100.0 10.1 -1.1 nm Lower contributions from AAX 
Thailand. 

Forex & EI -28.5 -83.1 -87.6 5.4 >100 -21.2 -81.8 >100  

Pretax profit -247.8 -269.3 -157.1 -41.7 -36.6 -257.3 -366.9 42.6  

Tax  50.4 62.2 -72.8 >(100) >(100) 43.9 -26.8 >(100)  

Tax rate (%) 20.3 23.1 -46.3 nm nm 17.0 -7.3 nm  

Net profit -197.5 -207.1 -229.9 11.0 16.4 -213.4 -393.7 84.5  

Core EPS (sen) -4.8 -5.0 -5.5 11.0 16.4 -5.1 -9.5 84.5  

Core net profit  -169.0 -124.0 -142.3 14.8 -15.8 -192.2 -311.9 62.3 Below consensus and our 
expectations. 

Source: Affin Hwang, Company 
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Fig 2: Financial impact from the adoption of MFRS 16 (Lease) 

 

3Q19 
Normalised 

Impact of    
MFRS 16 
adoption 

3Q19 Reported 
with adoption of 

MFRS 16 
P&L (RMm)    

Depreciation -10.3 -224.2 -234.5 

Aircraft operating lease -263.8 263.8 0.0 

Other operating expenses -85.2 0.8 -84.3 

Finance costs -6.4 -71.7 -78.1 

Forex gains -14.6 -73.0 -87.6 

    
Balance Sheet (RMm)    
Right of use assets 0.0 5,764.0 5,764.0 

Lease liabilities 0.0 5,929.8 5,929.8 

Source: Affin Hwang, Company 

 

Fig 3: Key operating statistics 

 
1Q18 2Q18 3Q18 4Q18 1Q19 2Q19 3Q19 

Seat capacity 1,896,687 1,922,323 1,892,163 1,911,767 1,815,723 1,814,098 1,834,613 

Passengers carried 1,588,644 1,568,578 1,511,625 1,498,618 1,512,546 1,455,052 1,488,657 

Load factor 84% 81% 80% 78% 83% 80% 81% 

RPK (millions) 7,657 7,281 7,005 7,168 7,205 6,770 6,894 

ASK (millions) 9,122 8,957 8,806 9,162 8,707 8,442 8,520 

Average passenger fare (RM) 527 418 473 490 513 437 464 

Ancillary revenue per passenger (RM) 173 160 163 171 172 166 160 

Revenue per ASK (sen) 13.88 11.85 12.25 12.53 13.43 12.03 11.91 

Revenue per ASK (US¢) 3.54 2.99 2.99 3.02 3.29 2.91 2.86 

Cost per ASK (sen) 13.27 12.96 14.62 12.27 12.89 13.47 12.11 

Cost per ASK (US¢) 3.38 3.29 3.57 2.96 3.16 3.26 2.91 

Cost per ASK (sen) - excluding fuel 8.11 8.04 9.21 6.94 8.16 8.22 7.77 

Cost per ASK (US¢) - excluding fuel 2.07 2.04 2.25 1.68 2.00 1.99 1.86 

Aircraft (end of period) 30 31 32 35 36 36 38 

Average sector length (km) 4,809 4,660 4,654 4,745 4,791 4,650 4,697 

Sectors flown 5,031 5,099 5,019 5,071 4,829 4,824 4,879 

Fuel consumed (Barrels) 1,370,544 1,263,828 1,275,324 1,313,713 1,280,007 1,241,209 1,219,301 

Average fuel price (USD/ Barrel) 88 89 91 89 79 86 73 
Source: Affin Hwang, Company 
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Important Disclosures and Disclaimer 

 

Equity Rating Structure and Definitions 

      

BUY Total return is expected to exceed +10% over a 12-month period 

HOLD Total return is expected to be between -5% and +10% over a 12-month period 

SELL Total return is expected to be below -5% over a 12-month period 

NOT RATED Affin Hwang Investment Bank Berhad does not provide research coverage or rating for this company.  Report is intended as information 

only and not as a recommendation 

The total expected return is defined as the percentage upside/downside to our target price plus the net dividend yield over the next 12 months. 
 

OVERWEIGHT Industry, as defined by the analyst’s coverage universe, is expected to outperform the KLCI benchmark over the next 12 months 

NEUTRAL Industry, as defined by the analyst’s coverage universe, is expected to perform inline with the KLCI benchmark over the next 12 months 

UNDERWEIGHT Industry, as defined by the analyst’s coverage universe is expected to under-perform the KLCI benchmark over the next 12 months 

 

This report is intended for information purposes only and has been prepared by Affin Hwang Investment Bank Berhad (14389-U) (“the Company”) based on sources believed 
to be reliable and is not to be taken in substitution for the exercise of your judgment. You should obtain independent financial, legal, tax or such other professional advice, 
when making your independent appraisal, assessment, review and evaluation of the company/entity covered in this report, and the extent of the risk involved in doing so, 
before investing or participating in any of the securities or investment strategies or transactions discussed in this report. However, such sources have not been independently 
verified by the Company, and as such the Company does not give any guarantee, representation or warranty (expressed or implied) as to the adequacy, accuracy, reliability 
or completeness of the information and/or opinion provided or rendered in this report. Facts, information, estimates, views and/or opinion presented in this report have not 
been reviewed by, may not reflect information known to, and may present a differing view expressed by other business units wi thin the Company, including investment 
banking personnel and the same are subject to change without notice. Reports issued by the Company, are prepared in accordance with the Company’s policies for 
managing conflicts of interest. Under no circumstances shall the Company, be liable in any manner whatsoever for any consequences (including but are not limited to any 
direct, indirect or consequential losses, loss of profit and damages) arising from the use of or reliance on the information and/or opinion provided or rendered in this report. 
Under no circumstances shall this report be construed as an offer to sell or a solicitation of an offer to buy any securities. The Company its directors, its employees and their 
respective associates may have positions or financial interest in the securities mentioned therein. The Company, its directors, its employees and their respective associates 
may further act as market maker, may have assumed an underwriting commitment, deal with such securities, may also perform or seek to perform investment banking 
services, advisory and other services relating to the subject company/entity, and may also make investment decisions or take proprietary positions that are inconsistent with 
the recommendations or views in this report. The Company, its directors, its employees and their respective associates, may provide, or have provided in the past 12 months 
investment banking, corporate finance or other services and may receive, or may have received compensation for the services provided from the subject company/entity 
covered in this report. No part of the research analyst’s compensation or benefit was, is or will be, directly or indirectly, re lated to the specific recommendations or views 
expressed in this report. Employees of the Company may serve as a board member of the subject company/entity covered in this report. 
 
Third-party data providers make no warranties or representations of any kind relating to the accuracy, completeness, or timeliness of the data they provide and shall not have 
liability for any damages of any kind relating to such data. 
 
This report, or any portion thereof may not be reprinted, sold or redistributed without the written consent of the Company. 
 
 
This report is printed and published by: 
Affin Hwang Investment Bank Berhad (14389-U)  
A Participating Organisation of Bursa Malaysia Securities Berhad 
 
22nd Floor, Menara Boustead, 
69, Jalan Raja Chulan, 
50200 Kuala Lumpur, Malaysia. 
 
T : + 603 2142 3700 
F : + 603 2146 7630 
research@affinhwang.com  
 
www.affinhwang.com 

 


