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COMPANY RESULTS

Singapore Telecommunications (ST SP)
FY24: Results In Line, New Dividend Policy And Strategic Plan To Unlock Value

Despite currency headwinds, Singtel reported higher FY24 underlying net profit (+10%
yoy), driven by increased contributions from regional associates and ongoing cost
optimisation efforts. Optus continued to perform after the outage incident from price
uplifts while Singtel Singapore suffered from weak sentiment. NCS booked higher order
wins while the digital infraco segment was weighed down by investment costs. Backed

by a lush FY25 dividend yield of 6.8%, we maintain BUY with a target price of $$2.99.

FY24 RESULTS
Year to 31 Mar (S$m) 4QFY24 gog % chg
Group Operating Revenue:* 3,504 (2.5)
Optus 1,757 (2.5)
Singtel Singapore 972 (5.2)
NCS 737 5.1
Digital InfraCo 101 (7.3)
Group EBITDA:* 876 (6.3)
Optus 479 3.0
Singapore Consumer 338 9.2)
NCS 54 (28.0)
Digital InfraCo 52 (5.5)
EBITDA margin (%) 25.0 (1.0ppt)
Regional Mobile Associates 636 24.7
Underlying Net Profit 581 3.9

yoy % chg

FY24
14,128
7,131
3,891
2,835
413
3,597
1,861
1,451
266
219
255
2,334
2,261

yoy. % chg
(34
(5.8)
24
39
8.0
(2.5)
(5.3)
(2.6)
4.5
(4.3)
0.3ppt
3.0
10.1

*Including intercompany eliminations, Trustwave, corporate overheads and currency movements. Source: Singtel, UOB Kay Hian

RESULTS

o Stable results. In line with expectations, Singapore Telecommunications (Singtel) reported
lower overall revenue (-3.4% yoy) and EBITDA (-2.5% yoy) but posted higher underlying net
profit (+10.1% yoy), forming 97%/99%/102% of our full-year forecasts respectively. The
softer revenue and EBITDA were due to the deconsolidation of Trustwave and an
appreciating Singapore dollar against regional currencies. Excluding Trustwave and on a
constant currency basis, FY24 revenue would have grown 0.4% yoy while EBITDA would
have softened by only 1.1% yoy. FY24 EBITDA margins expanded slightly by 0.3ppt from
ongoing costs efficiencies. In line with FY24, 4QFY24 revenue (-4.0% yoy) and EBITDA

(-2.3% yoy) were lower while underlying net profit surged 18.8% yoy.

understand that the VRD policy is expected to last 4-5 years.

KEY FINANCIALS

Revised dividend policy. Singtel announced a final 2HFY24 dividend of 6.0 S cents
(2HFY23: 5.3 S cents), implying a total FY24 core ordinary dividend of 11.2 S cents (FY23:
9.9 S cents) and dividend payout ratio of around 82%. Also, Singtel announced a new
embedded value realisation dividend (VRD) policy starting FY24, paying out 3.0-6.0 S cents
annually. A FY24 VRD of 3.8 S cents was declared, taking FY24 total dividends to 15.0 S
cents (FY23: 14.9 S cents, 5.0 S cents special dividend) and a yield of around 6.3%. We

Year to 31 Mar (S$m) 2023 2024 2025F 2026F 2027F
Net turnover 14,624 14,128 14,527 14,920 15,154
EBITDA 3,686 3,597 3,713 3,961 4,200
Operating profit 1,112 1,153 1,352 1,613 1,870
Net profit (rep./act.) 2,226 795 2,488 2,768 3,060
Net profit (adj.) 2,054 2,261 2,488 2,768 3,060
EPS (S$ cent) 124 13.7 15.0 16.7 18.5
PE (x) 19.4 17.7 16.0 14.4 13.0
P/B (x) 1.5 1.6 1.6 1.6 1.6
EV/EBITDA (x) 12.8 13.1 12.7 11.9 11.2
Dividend yield (%) 6.2 6.2 6.8 7.3 7.8
Net margin (%) 15.2 5.6 171 18.6 20.2
Net debt/(cash) to equity (%) 355 29.3 325 36.0 394
Interest cover (x) 10.3 11.9 12.3 12.6 12.9
ROE (%) 8.2 3.1 10.0 11.2 12.5
Consensus net profit - - 2,641 3,007 3,305
UOBKH/Consensus (x) - - 0.94 0.92 0.93

Source: Singapore Telecommunications, Bloomberg, UOB Kay Hian

Refer to last page for important disclosures.

Friday, 24 May 2024

BUY

(Maintained)

Share Price S$2.41
Target Price S$$2.99
Upside +23.9%
COMPANY DESCRIPTION

Singtel is a telecommunications company
offering a diverse range of services,
including fixed-line, mobile, data, internet,
TV, and digital solutions. It also has
operations in Australia, India, Indonesia,
Thailand and the Philippines.

STOCK DATA
GICS sector Communication Services
Bloomberg ticker: ST SP
Shares issued (m): 16,503.4
Market cap (S$m): 39,773.1
Market cap (US$m): 29,476.8
3-mth avg daily t'over (US$m): 56.4
Price Performance (%)
52-week high/low S$2.63/S%$2.25
1mth 3mth 6mth 1yr YTD
1.3 1.7 5.7 (4.2) (2.4)
Major Shareholders %
Temasek Hidgs 52.0
FY25 NAV/Share (S$) 1.49
FY25 Net Debt/Share (S$) 0.48
PRICE CHART
(e v macommenmarssmos )

270 110

2.60

2.50 A

100

2.40 A

2.30 A

220 4 [ %

2.10 A

2.00 80

150
o Volume (m)

10
50

0
May23 Jul23 Sep23 Nov23 Jan24 Mar24

Source: Bloomberg
ANALYST(S)

Chong Lee Len
+603-2147 1992
leelen@uobkayhian.com

Llelleythan Tan Yi Rong
+65 6590 6624
yirong@uobkayhian.com




UOBKayHian

STOCK IMPACT

¢ Optus: Improved outlook. On a constant currency basis, FY24 operating revenue was
largely flat (+0.1% yoy) on the back of increased mobile service revenue (+3.8% yoy) from
higher postpaid ARPU and strong prepaid customer growth, offset by weakness in the
enterprise segment (-16.0% yoy). FY24 EBITDA also grew by 0.7% yoy supported by
ongoing cost optimisation efforts. 4QFY24 was a strong quarter whereby EBITDA jumped
3.0% yoy, driven by price uplifts and sustained customer growth since the post-outage
incident in 3QFY24. Postpaid ARPU was stable qoq at A$42/month while subscribers
increased 3,000 qoq, reversing a 28,000 fall in 3QFY24. Despite prepaid ARPU being stable
goq, subscribers fell by 23,000 qog which we reckon was due to stiff domestic competition
and inflationary pressures. Moving into 1QFY25, management expects mobile service
revenue to continue its growth from the price uplifts while also sustaining its subscriber
growth.

Singapore: Soft performance. Despite FY24 mobile service revenue increasing 3.0% yoy
from higher data roaming revenue, overall operating revenue (-2.4% yoy) and EBITDA
(-2.6% yoy) fell, dragged by a decline in legacy carriage, equipment sales and enterprise
revenue. Management noted that subscribers continue to trade down to lower-value SIM only
plans. Like FY24, 4QFY24 also underperformed as both revenue (-1.1% yoy) and EBITDA
fell (-1.2% yoy), dragged by higher digital investment costs and lower pay TV revenue.
Despite postpaid subscribers increasing 7,000 goq, postpaid ARPU fell goq to S$33/month
(3QFY24: S$34/month) as more consumers continued to trade down. Prepaid ARPU also
dropped goqg to S$10/month (3QFY24: S$11/month) from intense domestic price competition
as subscribers surged by 148,000 qog. It was noted that the group increased its leading
mobile customer market share at end-FY24 to 46.3% (FY23: 45.5%).

NCS: Weak quarter. NCS reported higher FY24 revenue and EBITDA growth of 3.9% yoy
and 4.5% respectively, driven by realised operational cost efficiencies and the absence of
post-acquisition losses. However, 4QFY24 reported lower revenue (-4.2% yoy) and EBITDA
(-41.9% yoy) from a project loss and higher operating costs. 4QFY24 orderbook amounted to
S$3.0b (3QFY24: S$2.1b) which would help support revenue growth moving forward.

Digital InfraCo: Still in gestation. FY24 segmental revenue grew 8.0% yoy, backed by price
uplifts and utility pass-through from its regional data centres business (Nxera), coupled with
higher fees from its Paragon and satellite businesses. With upcoming new additional capacity
from DC Tuas, Batam and Thailand, operating costs were higher to support business
expansion, leading to a 3.9% yoy drop in FY24 EBITDA. We expect a ramp-up in investments
costs to weigh on margins till FY25-26.

Unlocking shareholder value and outlook guidance. As of end-4QFY24, the group had
about S$6b of capital recycling which we reckon would likely come from paring down its
stakes in its regional associates and non-core fixed assets. We estimate that Singtel currently
has S$2b-3b of excess cash after accounting for current growth initiatives which may lead to
larger VRDs towards the higher end of the group’s 3.0-6.0 S cents VRD policy, in our view.
The group also released its outlook for FY25 (see chart overleaf) which we reckon that it
would likely beat, driven by its new strategic plan growth, Singtel28, which is aimed at
unlocking and creating shareholder value by lifting the group’s core business performance
with smart capital management.

EARNINGS REVISION/RISK

¢ We make insignificant changes to our FY25-26 PATMI estimates, while adding our
FY27 PATMI estimate. We now estimate FY25/26/27 underlying PATMI at S$2,488m,
$$2,769m and S$3,060m respectively.

VALUATION/RECOMMENDATION

¢ Maintain BUY with the same DCF-based target price of $$2.99 (discount rate: 7%, growth
rate: 2.0%). At our target price, the stock will trade at 15x FY25 EV/EBITDA. In our view,
Singtel remains an attractive play against elevated market volatility, underpinned by
improving business fundamentals and a lush FY25 6.8% dividend yield. Key re-rating
catalysts include: a) successful monetisation of 5G, b) monetisation of data centres and/or
NCS, and c) market repair in Singapore.
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PRE-TAX CONTRIBUTION

Associates (S$m) 4QFY24  qoq % chg yoy % chg
Telkomsel (Indonesia) 196 9.5 0.0
AlIS (Thailand) 91 18.2 18.2
Intouch (Thailand) 35 (20.5) 20.7
Globe (Philippines) 82 28.1 5.1
Bharti Airtel (India) 232 58.9 333
Total 636 24.7 148
Source: Singtel, UOB Kay Hian

FY24 PERFORMANCE VS FY25 OUTLOOK

Outlook FY24 Performance  FY25 Outlook
EBIT growth rate +4% yoy High single digit to

low double digits.

Cost savings S$0.2b S$0.2b
Regional associates S$1.3b* S$1.1b
dividend

Value realisation 3.8 S Cents 3.0-6.0 S Cents
dividend Ishare Ishare
Source: Singtel, UOB Kay Hian

FORWARD EV/EBITDA (X)

(x)

Source: Bloomberg, UOB Kay Hian
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Year to 31 Mar (S$m) 2024 2025F 2026F 2027F  Year to 31 Mar (S$m) 2023 2024F 2025F 2026F
Net turnover 14,1275 14,5272 149198 151544  Fixed assets 10,0465 10,1158 10,1972  10,255.7
EBITDA 3596.9 37127 39609  4,199.8  OtherLT assets 257919 262320 26,7436 27,3295
Deprec. & amort. 2,444.0 2,360.8 2,347.7 2,329.9  Cash/ST investment 4,605.2 4,313.8 3,930.0 3,570.4
EBIT 1,152.9 1,351.9 1,613.2 1,869.8  Other current assets 5,336.3 5,485.9 5,629.0 57121
Associate contributions 2,3380 23037 24419 25896  Total assets 46,1985  46,566.2 46,9184  47,286.2
Net interest income/(expense) (302.9) (302.9) (313.9) (324.9) ST debt 569.7 569.7 569.7 569.7
Pre-tax profit 1,722.5 3,352.7 3,741.2 4,1345  Other current liabilities 7,079.7 7,222.5 7,295.1 7,293.0
Tax (919.0) (865.0) (972.7)  (1,075.0) LT debt 11,3299 11,7657 12,2073  12,646.8
Minorities (8.5) 0.0 0.0 0.0  Other LT liabilities 2,254.5 2,254.5 2,254.5 2,254.5
Net profit 795.0 2,481.7 2,768.5 3,059.6  Shareholders' equity 24,927.7 24,716.8 24,554.8 24,4852
Net profit (adj.) 2,260.5 2,487.7 2,768.5 3,059.6  Minority interest 37.0 37.0 37.0 37.0
Total liabilities & equity 46,1985  46,566.2 46,9184  47,286.2
CASH FLOW KEY METRICS
Year to 31 Mar (S$m) 2024 2025F 2026F 2027F  Year to 31 Mar (%) 2023 2024F 2025F 2026F
Operating 47180 51446 53596  5629.2  Profitability
Pre-tax profit 1,722.5 33527 37412 41345  EBITDA margin 25.5 25.6 26.5 21.7
Tax (919.0)  (865.0)  (972.7) (1,075.0)  Pre-tax margin 12.2 231 251 273
Deprec. & amort. 2,444.0 2,360.8 2,3471.7 2,329.9  Netmargin 5.6 171 18.6 20.2
Associates 1,465.5 0.0 0.0 00 ROA 17 5.4 59 6.5
Working capital changes 148.2 (6.8) (70.5) (85.1) ROE 31 10.0 112 12.5
Non-cash items 302.9 302.9 3139 3249
Other operating cashflows (446.1) 0.0 0.0 0.0  Growth
Investing 2473 (2,870.2) (2,940.7) (2,974.3)  Turnover (34 2.8 2.7 16
Capex (maintenance) (2,495 (2179.1) (2208.1) (2,197.4) EBITDA (2.4) 32 6.7 6.0
Proceeds from sale of assets (265.9) (691.1) (732.6) (776.9)  Pre-tax profit (46.4) 94.6 11.6 105
Others 2,662.7 0.0 0.0 0.0  Net profit (64.3) 212.9 113 105
Financing (1,992.7) (2565.8) (2,802.7) (3,014.6)  Net profit (adj.) 10.1 10.1 11.3 105
Dividend payments (2,146.1) (2698.7) (2,9304) (3129.1) EPS 10.1 10.0 11.3 105
Issue of shares 0.0 0.0 0.0 0.0
Proceeds from borrowings 1,006.3 435.8 441.6 439.5  Leverage
Others/interest paid (852.9) (302.9) (313.9) (324.9)  Deht to total capital 323 333 342 35.0
Net cash inflow (outflow) 29726 (291.4) (383.9) (359.6)  Debt to equity 47.7 49.9 52.0 54.0
Beginning cash & cash 1,667.9 46052 43138 39300  Netdebt/(cash) to equity 29.3 325 36.0 39.4
equivalent ) Interest cover (x) 11.9 12.3 12.6 12.9
Changes due to forex impact (35.3) 0.0 0.0 0.0
Ending cash & cash equivalent 4,605.2 43138 39300 35704
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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

(i) 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.

Copyright 2024, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com
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