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MARKET WEIGHT

Telecommunications — Malaysia (Maintained)
2024: Earnings Within Expectations; Higher-than-expected Dividends
2024 earnings rose 9% yoy on Axiata’s better-than-expected earnings. In addition, TIME SECTOR TOP PICKS
continued to deliver a high single-digit earnings growth and special dividend. Amid ) Target EV/  Div Yield
balance sheet optimisation and robust cash flow, TIME, TM and Maxis declared higher TA?(E;?;CK gfﬁ( Pr'czeg(oRM) EB'?? ) (;%3)
dividends in 2024. Key events in 1H25 include the rollout of the 5G network by U Mobile  cqicompigi  suy 430 8.9 40
and resolution of DNB’s shareholding. Maintain MARKET WEIGHT. Our top picks are  TivE BUY 6.00 13.3 10.9
Axiata, CelcomDigi and TIME. Source: Bloomberg, UOB Kay Hian
WHAT’S NEW CORE NET PROFIT (4Q24)
B B ) . 4Q24 (RMm) % chg qoq % chg yoy
* 2024 earnings review: In line. Full-year 2024 sector earnings expanded 9% yoy t0 piaa 169.2 (258) (11.6)
RM6,167m. Axiata registered stronger-than-expected earnings, driven by revenue  celcomDigi 404.8 (7.4) (19.5)
flowthrough from XL Axiata, Robi and Dialog as well as good cost control and lower interest ~ Maxis 321.0 (12.3) (10.8)
charges. TIME dotCom (TIME) reported commendable bottom line growth of 8% yoy on the ™ 850.1 (36.7) (11.9)
. . : . . " TIMEdotCom 1195 149 145
back of higher household penetration and enterprise cloud solution services. Additionally, Big 2* 1258 96) (159)
CelcomDigi’'s earnings (excluding accelerated depreciation and impairment charges) grew  Fixed Line 478.6 28.7) (6.5)
19% yoy despite higher network maintenance, site rental costs and higher 5G access costs.  Sector Total 1,373.6 (19.3) (12.3)
The year was characterised by: a) postpaid revenue continuing to grow on the back of pre-  Source: UOB Kay Hian ‘
to-postpaid migration; b) prepaid chum remaining high amid intense competition; c) fixed 392 stands for CelcomDigi and Maxis
home broadband competition abating modestly towards end-24; and d) higher dividend on  CORE NET PROFIT (FY24)
the back of good cost control and balance sheet discipline across the sector. We ended the FY24 (RMm)  %chgyoy  Comment
year with U Mobile being awarded the second 5G spectrum in Malaysia. Axiata 852.2 107.9 Above
CelcomDigi 1,748.7 127 Below
¢ 2024: Strong cashflow paved the way for attractive yields. Of notable interest was  Maxis 1,396.0 32 Inline
TIME’s higher-than-expected payout, declaring net DPS of 37.87 sen/share in 4Q24 (yield of ™ 17284 (4.0) Infine
7.2%) on the back of a balance sheet optimisation exercise. This brings 2024 net DPS to ;’gidmcom 34;1:;187 (:'g) iine
56.8 sen, ahead of UOB’s (32.0 sen) and consensus (23.7 sen) forecast. In addition, FixedLine 21702 (L8)
Telekom Malaysia (TM) also announced a special dividend of 6 sen on the back of a strong  sector Total 6,167.1 9.1
FY24 cashflow, leading to full-year 2024 net DPS of 31 sen/share (4.5% yield). Maxis also  Source: UOB Kay Hian
declared higher-than-expected 5 sen net DPS in 4Q24, amid cost efficiencies and healthy
growth momentum across postpaid and enterprise solutions. This led to a full-year 2024 net
DPS to 17.0 sen/share with a net dividend yield of 5.0%.
¢ Key events to look out for in 1H25 include: a) edotco benefitting from U Mobile’s capex
spent to roll out 5G network; b) higher 5G access fee for CelcomDigi and Maxis; c) network
expansion for TM and TIME; and d) shareholding outcome of Digital Nasional Berhad (DNB).
o U Mobile to receive Letter of Award by 1Q25. U Mobile, awarded in Nov 24 to build
Malaysia's second 5G network, is expected to receive the official award from Malaysian
Communications and Multimedia Commission (MCMC) to begin rollout of 7,000-8,000 5G
radio stations. U Mobile has secured financial backing from CIMB to build the second
network. As at end-Dec 24, Malaysia has 18.2m 5G service subscriptions, representing an
adoption rate of 53.4%. U Mobile signed a MOU with edotco to effectively roll out 5G
services in Malaysia.
ANALYST(S)
Chong Lee Len
+603 2147 1992
leelen@uobkayhian.com
PEER COMPARISON
Company Tickers Rec Share Price  Target Price  Market Cap PE EV/EBITDA ---emeeees wmeeeee Dividend Yield -------
7 Mar 24 FY24 FY25F FY24 FY25F FY24 FY25F
(RM) (RM) (RMm) (&) ()] ()] ()] (%) (%)
Axiata Group AXIATAMK BUY 1.88 2.90 17,264 20.3 19.5 38 37 53 53
CelcomDigi CDBMK  BUY 3.56 4.30 41,764 23.9 19.4 8.9 8.9 4.0 5.1
Maxis MAXIS MK BUY 337 4.20 26,398 189 17.6 85 8.1 5.0 5.2
Telekom Malaysia T MK HOLD 6.90 7.00 26,480 15.3 15.5 6.0 5.7 45 45
TIME dotCom TDC MK BUY 5.23 6.00 9,669 21.9 11.9 13.3 124 10.9 10.5

Source: UOB Kay Hian
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ACTION

e Maintain MARKET WEIGHT. Amid market volatility in the past month, the sector
underperformed the FBMKLCI by 1.6%. This is due in part to the long-drawn 5G DWN
headwinds and stiff competition in the home fibre segment. Trading at 7.0x EV/EBITDA, we
opine the current valuation is fair and has largely factored in: a) stiff competition within the
prepaid and fixed-line segments to create stickiness in the consumer space, and b) overhang
on DWN. We reiterate MARKET WEIGHT on the sector. Top picks: Axiata, CelcomDigi and
TIME.

Key risks to our investment thesis include: a) earnings eroding for fixed-line operators due
to stiff competition, b) lower-than-expected synergistic savings from the CelcomDigi merger
exercise, and c) economic downturn which will lead to shrinking customer wallets and service
revenue for the sector.

Axiata (AXIATA MK/BUY/Target: RM2.90). The group commands a three-year earnings
CAGR of 7% for 2025-27F. Key re-rating catalysts include: a) stronger opco performance in
the upcoming quarters; b) narrowed Link Net losses and future recapitalisation by potential
investors; and c) the listing of edotco allowing for share price discovery. Maintain BUY with
an unchanged SOTP-based target price of RM2.90. The group currently trades at 3.7x
2025 EV/EBITDA, below its five-year mean of 4.0x.

CelcomDigi (CDB MK/BUY/Target: RM4.30). We expect merger synergies to yield projected
cost savings of RM800m annually by 2027 (steady state), having sunk in elevated merger
costs in 2024. Consequently, we project a three-year earnings CAGR of 10% over 2025-27F.
Key re-rating catalysts include monetisation of tower assets (selling to edotco) and paying out
special dividends in the near term.

TIME (TDC MK/BUY/Target: RM6.00), offers a commendable three-year earnings CAGR of
13% for 2025-27F. Commanding a 15-17% share of household coverage, TIME targets to
expand by an additional 200,000-250,000 home passes per annum. This is supported by their
steady penetration rate in both greenfield and brownfield areas over the course of 2-3 years.
The group reiterated their commitment in their balance sheet optimisation exercise and
highlighted that debt (to a certain extent) may be a more optimal capital structure going
forward. Maintain BUY with a DCF-based target price of RM6.00 (WACC: 7%, terminal
growth: 4%). At our target price, the stock will trade at 13.7x 2025 EV/EBITDA, +2SD from
mean.

ESSENTIALS

¢ Growing postpaid base but ARPU remains muted. Both CelcomDigi and Maxis saw net
adds in postpaid subscribers of 83,000 and 85,000 in 4Q24, driven mainly by prepaid to
postpaid migration. CelcomDigi’s enhanced convergence plans may have strengthened its
postpaid base, but their aggressive supplementary line discounts for family plans (50% off)
have led to consecutive ARPU dilutions to RM60/month (-2% qoq). Maxis lauded their
strategic product mix (device bundle and fibre convergence) for the favourable base growth
and ARPU benefitting with a 1% increase to RM74.5/month following a year of decline.

¢ A healthy turnaround in the prepaid segment. 4Q24 saw CelcomDigi successfully
achieving a net add of 23,000 prepaid subscribers to their base following a year-long
downtrend of diminishing subscriber growth while successfully maintaining their ARPU at
RM28/month. Main contributions came from dual-SIM consolidation and reduced reliance on
one-time rotational SIM segment. The mobile operator has been strategically implementing
their targeted retention campaigns to focus on quality acquisitions by introducing the right
plans for their customers. In addition, Maxis has also been generating net additions of prepaid
subscribers but ARPU has been declining to RM36.5/month. This is contributed by their focus
on doubling speed and adding more internet data, contributing to Hotlink’s dominance in the
short term and Data Pass offerings due to their competitive pricing.

Maxis’ new division: Maxis Home Solar. During their analyst briefing, Maxis unveiled its
newly minted Maxis Home Solar division. This business addition is stacked onto Maxis’ home
solutions offering, leveraging on an extensive 12.8m service customer and 750,000 home
fibre customer base. We understand that an estimated RM100m capex over five years may
be a reasonable assumption as we do expect subsidies to be introduced to encourage
adoption. Maxis Home Solar will feature: a) a fixed monthly subscription fee; b) minimal
upfront cost; and c) free maintenance, warranty and insurance.

Refer to last page for important disclosures.
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CELCOMDIGI: RM700MIL TO RM80OMIL STEADY-
STATE OPEX SAVINGS POST-2027

CAPEX _ PaL }
Avoidance I Savings Lol Expected 5-year
Bem 2023 2024 2023 2024 savings & steady-state
2027
m 192 1,350 9 70 150
‘ < e e
People 21 36 160
o o | =
Gross Synergy 209 1,380 157 345 ~700 to ~BOO
Integration Cost 10) (230) (109) (155)
Net Synergy 199 1,150 48 190
Source: CelcomDigi
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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.

Refer to last page for important disclosures.
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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 or jurisdictions 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.

Copyright 2025, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com
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