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Analysts: Jet fuel prices may 
challenge airlines after Q1 boost 

A SURGE in demand during Holy 
Week and the start of the summer 
season likely boosted revenue 
growth for airline companies in 
the fi rst quarter (Q1), according 
to analysts, but cautioned about 
potential challenges ahead due to 
rising jet fuel prices.

“The surge in travel demand co-
inciding with the timing of the Holy 
Week, which occurred in late March,  
and the onset of the summer season 
would’ve likely supported the rev-
enue growth of airline companies 
in the first quarter,” China Bank 
Securities Corp. Research Director 
Rastine Mackie D. Mercado said in 
an e-mail on Monday.

However, the volatility of the 
fuel market due to the ongoing 
geopolitical tensions and the ad-
ditional output cut by the Organi-
zation of the Petroleum Exporting 
Countries and their allies including 
Russia (OPEC+) may hurt airlines 
growth for the period, he added.

“Prospects of higher jet fuel pric-
es, driven by geopolitical tensions in 
the Middle East, and prolonged oil 
output cuts from OPEC+ could lead 
to some demand and margin pres-
sures in the near term,” he also said. 

In March, members of OPEC+ 
announced that they would ex-
tend the oil output cut of about 
2.2 million barrels per day until 
the second quarter to maintain a 
balanced oil market supply.

On Monday, oil companies 
were set to hike pump prices by 
P0.40 per liter for gasoline, P0.95 
per liter for diesel, and P0.85 per 
liter for kerosene.

These price adjustments 
brought a year-to-date net in-
crease of P9.70 for gasoline, P7 
for diesel, and P2.25 for kerosene. 

The Department of Energy said 
that surging oil prices are expected 
to continue due to the OPEC+ cut, 
while downplaying the impact of 
the ongoing Israel-Iran confl ict.

The Civil Aeronautics Board 
(CAB) has retained the airline 
fuel surcharge at Level 6 for April.

Latest data from the Energy 
department showed that Dubai 
crude climbed by nearly $4 
per barrel for the first week of 
April. The international prices 
of gasoline, diesel, and kerosene 
have also increased by about 
$2.40, $3.60, and $3.40 per bar-
rel, respectively.

Rizal Commercial Banking 
Corp. Chief Economist Michael L. 
Ricafort also said that the volatil-
ity of oil prices could pose risks to 
airline operations, as it may drive 
operating costs to increase further.

“Number of domestic airline 
passengers already exceeded pre-
pandemic levels. Offsetting risk 
factor is the volatility in global 
crude oil prices amid increased 
tensions in the Middle East that 
could increase operating costs 
and could narrow profi t margins,” 
he said in a Viber message. 

For Globalinks Securities and 
Stocks, Inc. Head of Sales Trad-

ing Toby Allan C. Arce, airlines 
are still expected to signifi cantly 
benefit from the post-pandemic 
revenge travel trend. 

“Philippine airline companies 
seem positive based on the mo-
mentum gained in 2023 and early 
2024,” he said, adding that growth 
may be sustained despite the 
changing market environment. 

“Sustained growth will depend 
on the ability of airlines to adapt to 
changing market conditions, diver-
sify their revenue streams, and mit-
igate risks associated with external 
factors beyond their control.” 

For 2023, Cebu Air, Inc., the 
operator of budget carrier Cebu 
Pacific, registered a net income 
of P7.9 billion for 2023, revers-
ing its losses in 2022.

The company recorded an oper-
ating income of P8.6 billion, while 
its EBITDA, or earnings before 
interest, taxes, depreciation, and 
amortization, reached P21.8 bil-
lion, marking a signifi cant increase 
from the P664 million in 2022.

Its total expenses climbed 20% 
to P82 billion, which it attributed 
to higher fuel costs and fleet-
related expenses.

PAL Holdings, Inc., the listed 
operator of flag carrier Philip-
pine Airlines (PAL), saw its at-
tributable net income more than 
double to P16.81 billion last year. 

PAL noted that its jet fuel 
consumption rose by 8% due 
to increased flight activity last 
year. The company added that 
fuel costs accounted for 45.3% 
of its overall expenses.

“The post-pandemic revenge 
travel trend indeed seems to 
have benefited airlines... While 
the outlook appears positive, 
sustaining this growth and main-
taining strong financial results 
in the first quarter of 2024 may 
face challenges. External factors 
such economic instability, and 
unpredictable shifts in travel 
restrictions,” Mr. Arce said. 

To recall, CAB recorded a total 
of 50.18 million passenger vol-
umes for 2023 covering both do-
mestic and international fl ights.

The Tourism department re-
ported 5.45 million international 
visitors in 2023, surpassing the 
year’s target of 4.8 million.

For 2024, the department 
aims to attract 7.7 million inter-
national visitors.

Flag carrier PAL said it expects 
passenger volume to rise up to 
20% in 2024 from its more than 
14 million passengers in 2023. 

Last year, the airline company 
carried a total of 14.7 million pas-
sengers, marking a 58% increase 
from the 9.3 million passengers 
recorded in 2022.

Data provided by the compa-
ny showed that PAL managed to 
mount a total of 105,294 flights 
last year, 35.8% higher than 
the 77,533 total flights in 2022. 
Meanwhile, Cebu Pacific flew 
over 20 million passengers on 
more than 140,000 flights. This 
translated to approximately a 
41% increase in passengers and 
a 30% increase in flights com-
pared to the previous year.

CREC taps RCBC for up to P20-billion financing
SAAVEDRA-LED Citicore Renewable Energy 
Corp. (CREC) has secured a fi nancing deal with 
Rizal Commercial Banking Corp. (RCBC) total-
ing up to P20 billion to fund solar projects. 

The initial tranche of P9 billion was ar-
ranged by RCBC Capital Corp., CREC said in a 
statement on Monday.

“The structure is believed to be the fi rst-
of-its-kind project financing in the Philip-
pines, which covers various project portfolios 
instead of the typical per-project financing 
structure,” the company said.

Proceeds from the initial funding tranche 
will be used for CREC’s development of solar 

power plant projects in Batangas, Pampanga, 
and Negros Occidental.

These have a combined installed generating 
capacity of at least 600-megawatt direct cur-
rent and up to approximately one gigawatt of 
solar energy capacity.

The company is targeting to complete the 
commercial operations of the fi rst and second 
phases of the Negros Occidental project in 
September 2024 and 2025, respectively.

Meanwhile, the expected commercial op-
eration dates for the fi rst and second phases 
of both Batangas and Pampanga projects are 
December 2024 and 2025, respectively.

“RCBC’s support will assist us to fulfill 
our 1 GW (gigawatt),” CREC President and 
Chief Executive Officer Oliver Tan said. 
“We thank RCBC for their trust in us and 
we will endeavor to meet our goals with 
excellence.”

CREC is aiming to list its shares on the Phil-
ippine Stock Exchange on May 31, according to 
its prospectus dated April 3.

The company is set to offer 1.79 bil-
lion common shares at a maximum price 
of P3.88 apiece, including an additional 
267.86 million shares for overallotment. — 
Sheldeen Joy Talavera

Inf lation uptick makes 
first-half IPO tough

GOING public in the fi rst half 
of 2024 may be challenging due 
to the uptick in infl ation and 
hawkish policy stance from the 
central bank, analysts said.

“We are now seeing volatil-
ity in equity markets due to 
stubborn infl ation, a potential 
delay in interest rate cuts, and 
elevated geopolitical risk,” 
China Bank Capital Corp. 
Managing Director Juan Paolo 
E. Colet said in a Viber mes-
sage last week.

“As a result, it has become 
more challenging to do an IPO 
(initial public o� ering) during the 
fi rst half of this year,” he added.

Headline inflation accel-
erated to 3.7% year on year in 
March, data from the Philippine 
Statistics Authority showed. 
This is within the forecast of the 
Bangko Sentral ng Pilipinas for 
the month of 3.4% to 4.2%.

The Monetary Board last 
week kept rates steady at 6.5% for 
a fourth straight meeting and sig-
naled a possible delay in rate cuts 
due to upside risks in infl ation.

Mr. Colet said that elevated 
interest rates impact equity valu-
ations and reduce the appetite for 
equities “because investors can 
get fairly attractive returns by in-
vesting in debt instruments that 
are considered safer than stocks.”

“Tight monetary policy 
tends to slow down the econo-
my by making borrowing more 
expensive, so those factors also 
impact the prospects of a com-
pany,” he said.

“If we the goal is to raise as 
much volume at the best valua-
tion, it might be better to wait un-
til we see a tapering of infl ation 
and a clearer path to monetary 
policy easing before launching a 
sizable IPO,” Mr. Colet said.

Toby Allan C. Arce, head of 
sales trading at Globalinks Se-
curities and Stocks, Inc., said 
that while the environment for 
conducting IPOs may be more 
challenging, “it’s not necessar-
ily prohibitive.”

“Companies considering IPOs 
would need to carefully assess 

market conditions, investor sen-
timent, and their own business 
fundamentals before proceed-
ing,” he said in a Viber message.

Despite the uptick in infl a-
tion and hawkish cues from 
the central bank, the market 
environment remains favor-
able for potential IPOs, ac-
cording to Rastine Mackie D. 
Mercado, research director at 
China Bank Securities Corp.

“While investor appetite for 
equities is seeing some softness 
due to changing expectations on 
rate cut timings, especially from 
the US Federal Reserve, we think 
that this should fi rm up through 
the coming months especially as 
major central banks start to cut 
rates,” he said.

Markets are likely to watch 
out the take-up and price perfor-
mance of the fi rst IPO of the year 
“as this could help set the pace for 
succeeding issuances,” he added.

Mining company Oceana-
Gold Philippines, Inc. is targeting 
to publicly list on May 13, based 
on the updated prospectus of 
its Australian-Canadian parent 
company OceanaGold Corp.

On Friday, the company se-
cured the approval of the Philip-
pine Stock Exchange (PSE) for 
its P7.9-billion IPO. It will o� er 
456 million common shares at a 
price of up to P17.28 each.

Another planned IPO for this 
year is Saavedra-led Citicore Re-
newable Energy Corp. (CREC), 
which is aiming to list its shares 
on the PSE on May 31, based on 
its prospectus dated April 3.

CREC is set to offer 1.79 
billion common shares at a 
maximum price of P3.88 apiece, 
including an additional 267.86 
million shares for overallotment.

The company trimmed its 
planned IPO size to P7.9 bil-
lion from P12.9 billion. The 
move came after SM Invest-
ment Corp. invested P5 billion 
in its subsidiary Citicore En-
ergy REIT Corp. (CREIT).

CREIT is the country ’s 
first real estate investment 
trust listing focused on re-
newable energy.

For 2024, the PSE is target-
ing to have at least six IPOs and 
is expecting about P40 billion 
worth of capital to be raised.

ICTSI receives green light for Visayas Container Terminal
THE Philippine Ports Authority (PPA) 
has issued a notice to proceed to Inter-
national Container Terminal Services, 
Inc. (ICTSI) for the rehabilitation and 
operation of the Visayas Container 
Terminal (VCT), formerly known as 
the Iloilo Commercial Port Complex in 
Western Visayas, the company said.

The Razon-led port operator is set 
to commence operations and upgrade 
the facility upon signing the notice to 
proceed, the company told the stock 
exchange on Monday.

ICTSI said it will work on improv-
ing terminal productivity and service 
quality by investing in the develop-
ment and rehabilitation of the ter-
minal’s infrastructure and deploying 
cargo-handling equipment.

The PPA awarded in January 
the 25-year contract to operate 

the VCT to ICTSI, the port’s lone 
bidder.

The contract includes a concession 
fee of P750 million, PPA said. This 
amount is 50% higher than the P500 
million minimum fi xed fee set by the 
agency in its bid invitation.

“Our significant investments in 
modern infrastructure, cargo-handling 
equipment, and operational e�  ciency 
will drive this transformation,” Chris-
tian R. Gonzalez, ICTSI executive vice-
president said in a statement.

The VCT has about 627 meters of 
operational quay length and 20 hect-
ares of land for container and general 
cargo storage, warehousing, and other 
cargo-handling activities.

The facility caters to Iloilo province 
and the entire Panay Island. Situated 
apart from older port facilities on Panay 

Island’s southern coast in Panay Gulf, it 
benefi ts from being one of the country’s 
safest harbors, according to ICTSI.

ICTSI said capacity and e�  ciency 
constraints have hindered the sea-
port’s full potential as it aims to un-
lock the facility’s full potential. 

Currently, the seaport managed a 
total volume of 100,000 twenty-foot 
equivalent unit or TEUs and two mil-
lion metric tons of non-containerized 
cargo annually.

“ICTSI’s involvement will trans-
form the port, addressing these 
challenges and unlocking its eco-
nomic benefits. The port will be op-
erated exclusively to serve foreign 
vessels and cargoes, with a provision 
for domestic vessels and cargoes in 
the initial five years,” the company 
said. — Ashley Erika O. Jose

EDITOR ARJAY L. BALINBIN 

Please be advised that the Board of Directors 
of MSA S.E. ASIA PTE. LTD. (the “Company”), 
a corporation organized and existing under 
the laws of Singapore, was duly licensed by 
the Securities and Exchange Commission 
(SEC) to establish its representative office 
under the name MSA S.E. ASIA PTE. LTD. 
(REPRESENTATIVE OFFICE) (the “Representative 
Office”) on October 13, 2014 under Company 
Registration No. FS201418949, with address 
at L29, Joy Nostalg Centre, 17 ADB Avenue, 
Ortigas Center, Pasig City Philippines, 1600, 
has decided to close the Representative Office 
effective 01 September 2022 and to surrender 
its license to the SEC, by a resolution passed 
on 10 August 2022.
If anyone has a valid and/or enforceable claim 
against the Representative Office. He/She is 
requested to call the +63 (2) 79188000 and 
arrange an appointment to present his/her 
claim on or before 10 August 2023.

Rubie Joy N. Pregoner
Authorized Representative
for The Resident Agent, TMF Philippines

MSA S.E. ASIA PTE. LTD. 
(REPRESENTATIVE OFFICE)
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