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COMPANY RESULTS

CelcomDigi (CDB MK)

1Q24: In Line; Earnings Driven By Gross Synergy Savings

CelcomDigi’s 1Q24 net profit rose 18% yoy but fell 14% qoq to RM377m. This included a
RM140m VSS cost booked in the quarter. Stripping this out, 1Q24 core net profit came
in at RM487m (-5% yoy; -3% qoq), in line with expectations. The group estimates 2024
gross synergy of RM700m, partly offset by network integration cost. Maintain HOLD
with a DCF-based target price of RM4.50. The stock trades at 9x EV/EBITDA, -1SD below
its five-year mean, and offers a 4% dividend yield.

1Q24 RESULTS
Year to 31 Dec (RMm) 1Q24 4Q23 1Q23 qoq % chg yoy % chg
Revenues 3,154.2 3,274.8 3,180.0 (3.7 (0.8)
Reported EBITDA 1,330.0 1,597.0 1511.0 (16.7) (12.0)
EBITDA Margin (%) 42.2 48.8 47.5 (6.6) (5.4)
Pre-tax profits 427.3 680.0 460.0 (37.2) (7.1)
Net profit 376.5 4351 318.0 (135) 18.4
Core Net profit 487.4 502.7 515.1 (3.0) (5.4)
EPS (sen) 32 37 2.7 (13.5) 18.4
DPS (sen) 35 35 32 0.0 9.4
Subscribers ('000) 20,321 20,421 20,185 (0.5) 0.7
Blended ARPUs (RM/mth) 39 40 41 (2.5) (4.9)
Cost Structure (% of revenue) 1Q23 2Q23 3Q23 4Q23 1Q24
Direct expenses 23.1% 20.6% 20.5% 24.5% 23.7%
S&M 5.4% 6.3% 5.3% 5.6% 5.4%
Staff cost 6.9% 7.0% 6.9% 7.5% 11.2%
Bad debts 0.6% 0.7% 1.1% -2.9% 0.9%
G&A, others 16.5% 18.0% 15.8% 16.5% 6.2%
Source: CelcomDigi, UOB Kay Hian
RESULTS

* 1Q24 results within expectations. CelcomDigi’s 1Q24 core net profit (which excludes
RM140m in voluntary separation scheme (VSS) costs) came in at RM487m (-5% yoy; -3%
qoq). We do not expect further VSS costs in subsequent quarters, and more importantly, the
synergy arising from this move will yield a savings of RM80m-90m for 2024. All in all, 1Q24
core net accounted for 25% of our full-year forecast, which we deem within expectations.

¢ Dividends. The group declared its first interim net DPS of 3.5 sen/share (109% dividend
payout). We project 2024 and 2025 net DPS of 15.7 sen and 18.4 sen respectively. This
translates to a net dividend yield of 3.9% and 4.6% for 2024 and 2025 respectively.

KEY FINANCIALS

Year to 31 Dec (RMm) 2022 2023 2024F 2025F 2026F
Net turnover 12,511 12,682 13,210 13,360 13,393
EBITDA 5,958 6,222 6,410 6,483 6,500
Operating profit 3,373 2,757 3,074 3,483 3,718
Net profit (rep./act.) 1,964 1,566 1,865 2,180 2,380
Net profit (adj.) 1,964 1,552 1,865 2,180 2,380
EPS (sen) 253 13.2 15.9 18.6 20.3
PE (x) 15.8 30.2 252 215 19.7
P/B (x) 1.9 2.9 2.9 2.9 2.9
EV/EBITDA (x) 9.8 9.4 9.1 9.0 9.0
Dividend yield (%) 3.1 3.3 3.9 4.6 0.0
Net margin (%) 15.7 12.3 14.1 16.3 17.8
Net debt/(cash) to equity (%) 83.9 771 69.0 65.0 60.0
Interest cover (x) 24.0 11.6 10.9 11.2 11.9
ROE (%) 23.2 9.6 11.4 13.3 14.5
Consensus net profit - - 2,073 2,349 2,591
UOBKH/Consensus (x) - - 0.90 0.93 0.92

Source: CelcomDigi, Bloomberg, UOB Kay Hian

HOLD

(Maintained)

Share Price RM4.00
Target Price RM4.50
Upside +12.5%

COMPANY DESCRIPTION

Mobile operator in Malaysia, providing 2G, 3G
and 4G services.

STOCK DATA

GICS sector Communication Services
Bloomberg ticker: CDB MK
Shares issued (m): CDB MK
Market cap (RMm): 11,7315
Market cap (US$m): 46,926.0
3-mth avg daily t'over (US$m): 2.3

Price Performance (%)
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o Integration updates. 1Q24 gross synergy amounted to RM426m (from sourcing efficiency
on economies of scales and better re-negotiations of commercial terms). RM140m of these
savings flowed through to earnings. Offsetting this cost synergy was RM156m in integration
costs mainly from the VSS costs of RM140m. The group targets a gross synergy of
RM700m for 2024. CelcomDigi has achieved 44% of the overall network integration targets,
with more than 7,200 sites modernised and 2,716 sites phased out.

STOCK IMPACT

¢ 1Q24 revenue fell 4% qoq and 1% yoy to RM3,154m. The decline reflected weakness in
both postpaid and prepaid service revenues. Sequentially, there was also lower device
revenue (+1% yoy, -10% qoq).

¢ Postpaid revenue decreased 3% yoy and 2% qoq to RM1,249m. There were 61,000 net
adds qoq given a continuous pre-to-post migration. ARPU was diluted to RM64/month
(4Q23: RM66/month, 1Q23: RM69/month).

¢ Prepaid revenue went down 1% yoy and 2% qoq to RM1,121m due to a net loss of
161,000 subscribers qog. ARPU stabilised at RM28/month (4Q23: RM28/month, 1Q23:
RM28 /month).

¢ 1Q24 service EBITDA margin dropped 8.6ppt to 49.8% in 1Q24 mainly due to the VSS
costs of RM140m incurred during the quarter.

EARNINGS REVISION/RISK

¢ None.

o Higher integration costs in 2024. In a CelcomDigi briefing, management reiterated that full
network integration is expected to be completed within 2023-25 with estimated higher
integration costs in 2024 (RM114m in 2023), as the group intends to ramp up its integration
activities. This will be partially offset by its gross synergies.

VALUATION/RECOMMENDATION

¢ Maintain HOLD with a DCF-based target price of RM4.50. Our target price reflects
potential higher synergistic savings in 2025 after incurring significant integration costs in
2024. At our fair value, the stock trades at its mean EV/EBITDA of 10x. Dividend yield is 4%
for 2024.

ENVIRONMENTAL, SOCIAL, GOVERNANCE (ESG)

¢ Environmental
- Develop a Net Zero 2050 roadmap and targets aligned to SBTi by 2025.

- Migration to cloud-based data centres with lower carbon emissions as compared to
traditional data centres.

- Optimise energy use of networks by adopting energy efficient hardware and best
practices and by retiring legacy networks.

e Social
- 100% employees pass-rate in Integrity programme assessment in 2023.

- Implemented various social impact programmes (digital inclusion, digital
entrepreneurship, and digital skills) and humanitarian efforts.

- Supported the government in delivering JENDELA commitments and reaching out to
underserved communities through NaDi internet centres (formerly known as PEDi).

¢ Governance

- 100% of Privacy Control Framework implemented for high-risk data processing functions
by 2024.

PERFORMANCE GUIDANCE FOR 2024

2024 guidance
Service Revenue Maintaining low-single digit growth

momentum underpinned by momentum in

postpaid, B2B and fibre.
EBIT Maintaining similar level with 2023

Capex intensity ~ Around 15% to 18% of total revenue which
includes all BAU planned investments and

ongoing merger integration activities.
Source: Celcom Digi, UOB Kay Hian
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PROFIT & LOSS BALANCE SHEET
Year to 31 Dec (RMm) 2023 2024F 2025F 2026F Year to 31 Dec (RMm) 2023 2024F 2025F 2026F
Net turnover 12,682 13,210 13,360 13,393 Fixed assets 6,127 4,909 4313 3541
EBITDA 6,222 6,410 6,483 6,500 Other LT assets 26,884 26,748 26,748 26,748
Deprec. & amort. 3,465 3,336 3,000 2,782 Cash/ST investment 397 4,588 5,725 7,028
EBIT 2,757 3,074 3,483 3,718 Other current assets 3,018 4,031 4,074 4,083
Net interest income/(expense) (538) (587) (576) (546) Total assets 36,427 40,277 40,860 41,400
Pre-tax profit 2,180 2,486 2,907 3,173 ST debt 2,228 3,139 2,639 2,139
Tax (614) (622) (727) (793) Other current liabilities 5,194 6,133 6,193 6,206
Minorities 0 0 0 0 LT debt 10,769 12,748 13,748 14,748
Net profit 1,566 1,865 2,180 2,380 Other LT liabilities 1,777 1,777 1,777 1,777
Net profit (adj.) 1,552 1,865 2,180 2,380 Shareholders' equity 16,347 16,368 16,392 16,418
Minority interest 111 111 111 111
Total liabilities & equity 36,426 40,276 40,859 41,399
CASH FLOW KEY METRICS
Year to 31 Dec (RMm) 2023 2024F 2025F 2026F Year to 31 Dec (%) 2023 2024F 2025F 2026F
Operating 5,742 5714 5773 5711 Profitability
Pre-tax profit 2,181 2,486 2,907 3,173 EBITDA margin 49.1 48.5 485 485
Tax (614) (622) (727) (793) Pre-tax margin 17.2 18.8 21.8 23.7
Deprec. & amort. 3,465 3,336 3,000 2,782 Net margin 123 141 16.3 17.8
Associates 38 0 0 0 ROA 4.2 4.9 54 5.8
Working capital changes 225 (74) 17 4 ROE 9.6 11.4 133 145
Other operating cashflows 447 587 576 546
Investing (2,144) (1,865) (2,255) (1,806) Growth
Capex (maintenance) (1,756) (1,981) (2,405) (2,009) Turnover 14 4.2 11 0.2
Others (388) 116 150 203 EBITDA 4.4 3.0 11 0.3
Financing (4,423) 342 (2,382) (2,602) Pre-tax profit (23.6) 14.0 16.9 9.2
Dividend payments (1,502) (1,844) (2,156) (2,353) Net profit (20.3) 19.1 16.9 9.2
Issue of shares 0 0 0 0 Net profit (adj.) (21.0) 20.1 16.9 9.2
Proceeds from borrowings (2,296) 2,890 500 500 EPS (47.6) 20.1 16.9 9.2
Othersfinterest paid (625) (704) (726) (749)
Net cash inflow (outflow) (825) 4,191 1,136 1,303 Leverage
Beginning cash & cash equivalent 1,221 397 4,588 5,725 Debt to total capital 44.1 49.1 49.8 50.5
Changes due to forex impact 1 0 0 0 Debt to equity 79.5 97.1 100.0 102.9
Ending cash & cash equivalent 397 4,588 5,725 7,028 Net debt/(cash) to equity 711 69.0 65.0 60.0

Interest cover (x) 11.6 10.9 11.2 11.9



UOBKayHian

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

(i) 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 This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom 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 This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.
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