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COMPANY UPDATE

Singapore Telecommunications (ST SP)
Early Progress In Driving Shareholder Value And Its Growth Engines.

In line with its Singtel28 growth plan, Singtel made several announcements that are set
to drive shareholder value, and also doubled down on its future growth drivers such as
its data centres. Management also noted that the group’s core businesses are on a
stronger footing moving into 1QFY25. In view of a decent dividend yield of 5.5% and
improving outlook, we maintain BUY but with a higher target price of $$3.58.

WHAT’S NEW

¢ Intouch associate: Simpler and leaner. Singapore Telecommunications (Singtel)
announced that the group’s associate, Intouch Holdings (Intouch), is set to enter an
amalgamation agreement with Intouch’s largest shareholder, Gulf Energy Development
(GULF) which would result in a new public company (NewCo). Singtel's current 24.99%
ownership of Intouch implies that Singtel is set to own 9.08% of NewCo post amalgamation,
receive a special dividend of S$135m and book an exceptional gain of S$400m in FY25. In
addition, Intouch, GULF and GULF’s largest shareholder would conduct a conditional
voluntary tender offer (VTO) for all the shares in Singtel's regional associate, Advanced Info
Service Company (AIS), amounting to 36.25% of AIS’ total shares. Singtel already owns
23.3% of AIS, and intends to participate in the VTO as an offeror. Based on the agreement,
the first 5% of tender shares would be allocated to Singtel, the subsequent two 5% portions
to Intouch and GULF respectively and the remaining 21% to be equally split amongst the
three parties with Singtel not acquiring more than 10%. The amalgamation is expected to be
completed in 2Q25 (1QFY26) and management noted that this deal would not have any
impact on dividend policy. The group also intends to fund the VTO with internal cash and
loans which would amount to S$2.4b for 10% of AIS shares.

A positive deal. In line with the group’s Singtel28 strategy, we reckon that this deal is
positive for Singtel as the group: a) is able to increase its direct stake in AlS which has an
improving outlook and growth potential; b) can swap out its stake in Intouch at a 4%
premium which has historically traded at a discount; c) will own a stake in new industries
with secular tailwinds such as renewable energy and digital infrastructure, and d) has
greater optionality to manage capital and create shareholder value due to greater trading
liquidity from NewCo. However, for now, we expect Singtel to retain its 23.3% direct stake of
AIS as our base case given that the current market price of AIS is higher than the tender
offer price of Bt216.30/share. Based on our estimates for our base case, we expect
insignificant earnings impact to our FY26-27 earnings estimates as any potential earnings
dilution from the drop in Singtel’s indirect stake of 10.1% to 3.67% in AIS would be offset by
growing contributions from NewCo'’s other businesses. Assuming AIS’ market price falls
below Bt216.30/share and Singtel increases its direct stake by 5% to 28.3%, we expect
minimal negative earnings impact (0-1%) for FY26-27 due to higher interest costs to fund the
deal.

KEY FINANCIALS

Year to 31 Mar (S$m) 2022 2023 2024F 2025F 2026F
Net turnover 14,624 14,128 14527 14,920 15,154
EBITDA 3,686 3,597 3,713 3,961 4,200
Operating profit 1,112 1,153 1,352 1,613 1,870
Net profit (rep./act.) 2,226 795 3,001 2,777 3,048
Net profit (adj.) 2,054 2,261 2,601 2,777 3,048
EPS (S$ cent) 124 13.7 15.7 16.8 18.4
PE (x) 243 221 19.2 18.0 16.4
P/B (x) 1.9 20 2.0 2.0 2.0
EV/EBITDA (x) 15.5 15.9 15.4 14.4 13.6
Dividend yield (%) 4.9 5.0 55 5.8 6.3
Net margin (%) 15.2 5.6 20.7 18.6 20.1
Net debt/(cash) to equity (%) 355 29.3 30.2 33.7 37.3
Interest cover (x) 10.3 11.9 12.3 12.6 12.9
ROE (%) 8.2 3.1 12.0 11.0 12.2
Consensus net profit - - 2,614 3,161 3,373
UOBKH/Consensus (x) - - 0.99 0.88 0.90

Source: Singapore Telecommunications, Bloomberg, UOB Kay Hian

BUY

(Maintained)

Share Price S$$3.02
Target Price S$3.58
Upside +18.6%
(Previous TP S$3.05)

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.
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¢ Renewed focus on data centres. Singtel recently announced two announcements
regarding its regional data centre unit, Nxera. Firstly, Telekom Malaysia (TM) (51% stake) is
partnering Nxera (49% stake) to develop data centres in Malaysia starting with an Al-ready
DC campus in Johor. The initial phase of the DC is planned for 64MW and can be scaled up
to 200MW. Secondly, Singtel is set to invest up to S$684m into ST Telemedia Global Data
Centres (STT GDC) via S$400m in redeemable preference shares (RPS) which will accrue
annual dividends at 6.5% and S$284m in detachable warrants, holding a 4.2% share. We
opine that these investments are positive for Singtel, given the larger global exposure and
potential monetisation benefits.

Positive earnings impact. As a recap from our previous note, we estimate that the overall
EBITDA impact from the TM deal is minimal for 64MW, although at the Nxera level, earnings
impact will be more meaningful (EBITDA is expected to rise 21% from FY23’s base EBITDA
of S$172m). Equity accretion is between S$0.06/share (64MW, our base case) and our blue-
sky scenario at S$0.17/share (200MW). Also, management noted that the group expects
mid-teens returns from its STT GDC investment, which we estimate would likely boost our
FY25-27 PATMI by 1-2%.

Longer-term impact on Singtel — potential regional DC monetisation exercise. As
Singtel continues to expand its DC footprint in the region, we expect an eventual
monetisation exercise for the group. To recap, Singtel sold a 20% equity stake in Nxera to
KKR, with a growth plan to expand into a regional DC portfolio of at least 200MW. Nxera is
developing three new Al-ready data centres in the region in addition to 62MW of existing
capacity in Singapore. This includes a new 58MW data centre in Tuas, Singapore and data
centres with partners in Indonesia (51MW) and Thailand (40MW). Nxera’s total pipeline
capacity is set to increase from its current operational capacity of 62MW to more than
250MW in the region in the next three years with the addition of the Johor DC. Moving
forward, we expect Singtel to double down on data centres and reckon that any upcoming
positive newsflow for data centres would likely drive share price performance.

STOCK IMPACT

o Stiff competition to persist. With intense domestic pricing competition, coupled with
inflationary pressures, we reckon that existing customers from the incumbent telcos would
continue to trade down to lower-value/SIM-only plans, resulting in the incumbents ceding
market share. As of end-1Q24, Simba and mobile virtual network operators (MVNOs)
currently commanded around 9.5% of Singapore’s market, increasing gradually since their
entrance into the domestic market in 2018.

Beneficiary of market consolidation. We opine that Singapore’s telco industry is ripe for
market consolidation in the short to medium term, given industry-wide falling mobile service
revenue and sliding ARPUs. With a commanding domestic market share of 46.4%, we
reckon that Singtel is unlikely to be part of any potential market consolidation which would
likely result in regulatory issues. Instead, in our view, Starhub would be the prime candidate
to lead market consolidation with M1 as the likeliest acquisition target, given existing capex
and operating cost synergies. In the event of a Starhub-M1 merger, we reckon that this
would likely lead to rational pricing and eventual market repair given the 90% combined
market share with Singtel, which will benefit Singtel.

EARNINGS REVISION/RISK

¢ We increase our FY25-27 underlying PATMI estimates slightly by 1-2%, on the back of
the STT GDC deal and the upcoming S$135m special dividend from Intouch.

VALUATION/RECOMMENDATION

¢ Maintain BUY with a higher DCF-based target price of $$3.58 (S$3.05 previously)
discount rate: 7% previously, growth rate: 2.5% (2.0% previously). We increase our growth
rate assumption due to Singtel’s improving business fundamentals.

« In our view, Singtel remains an attractive play against elevated market volatility, backed by
favourable tailwinds and a decent 5.5% dividend yield.
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PROFIT & LOSS
Year to 31 Mar (S$m)

Net turnover

EBITDA

Deprec. & amort.

EBIT

Associate contributions
Net interest income/(expense)
Pre-tax profit

Tax

Minorities

Net profit

Net profit (adj.)

CASH FLOW
Year to 31 Mar (S$m)

Operating

Pre-tax profit

Tax

Deprec. & amort.
Associates

Working capital changes
Non-cash items

Other operating cashflows
Investing

Capex (maintenance)
Proceeds from sale of assets
Others

Financing

Dividend payments

Issue of shares

Proceeds from borrowings
Others/interest paid

Net cash inflow (outflow)

Beginning cash & cash equivalent

Changes due to forex impact

Ending cash & cash equivalent

2024
141275
3,596.9
2,444.0
1,152.9
2,338.0
(302.9)
1,7225
(919.0)
(8.5)
795.0
2,2605

2024
47180
1,7225
(919.0)
2,444.0
1,465.5

148.2
302.9
(446.1)
2473
(2,149.5)
(265.9)
2,662.7
(1,992.7)
(2,146.1)
00
1,006.3
(852.9)
2,972.6
1,667.9
(35.3)
4,605.2

2025F
145272
37127
2,360.8
1,3519
2,552.6
(302.9)
4,001.6
(1,000.4)
00
3,001.2
2,601.2

2025F
5,658.1
40016
(1,000.4)
2,360.8
0.0

(6.8)
302.9
0.0
(2,944.9)
(2,179.1)
(765.8)
0.0
(2,598.9)
(2,731.8)
0.0
43538
(302.9)
1144
4,605.2
0.0
47196

2026F
149198
3,960.9
2,347.7
1,6132
2,514.6
(313.9)
38139
(1,037.4)
0.0
2,776.5
2,7765

2026F
5,367.6
38139
(1,037.4)
23477
0.0
(70.5)
313.9
0.0
(2,962.5)
(2,208.1)
(754.4)
0.0
(2,786.2)
(2,913.9)
0.0
4416
(313.9)
(381.1)
47196
0.0
43385

2027F
15.154.4
41998
2,329.9
1,869.8
2,642.3
(324.9)
41872
(1,138.9)
00
30483
30483

2027F
5,618.0
41872
(1,138.9)
2,329.9
0.0
(85.1)
324.9
0.0
(2,990.1)
(2,197.4)
(792.7)
0.0
(3,047.7)
(3,162.2)
0.0
4395
(324.9)
(419.8)
43385
0.0
39187

BALANCE SHEET
Year to 31 Mar (S$m)

Fixed assets

Other LT assets
Cash/ST investment
Other current assets
Total assets

ST debt

Other current liabilities
LT debt

Other LT liabilities
Shareholders' equity
Minority interest

Total liabilities & equity

KEY METRICS
Year to 31 Mar (%)

Profitability
EBITDA margin
Pre-tax margin
Net margin
ROA

ROE

Growth
Turnover
EBITDA
Pre-tax profit
Net profit

Net profit (ad].)
EPS

Leverage

Debt to total capital
Debt to equity

Net debt/(cash) to equity

Interest cover (x)

2024
10,046.5
25,791.9

4,605.2
5,336.3
46,198.5
569.7
7,079.7
11,329.9
2,254.5
24,927.7

37.0
46,198.5

2024

255
12.2
5.6
17
31

(3.4)
(2.4)
(46.9)
(64.3)
101
10.1

32.3
417
29.3
11.9

2025F
10,115.8
26,306.7
4,719.6
5,485.9
47,046.6
569.7
7,222.5
11,765.7
2,254.5
25,197.1
37.0
47,046.6

2025F

25.6
2715
20.7

6.4
12.0

2.8
32
132.3
2775
15.1
15.1

32.8
49.0
30.2
12.3

2026F
10,197.2
26,840.1
43385
5,629.0
47,4234
569.7
7,205.1
12,207.3
2,254.5
25,059.8
370
47,4234

2026F

26.5
25.6
18.6

5.9
11.0

27
6.7
4.7
(7.9)
6.7
6.7

33.7
51.0
33.7
12.6

2027F
10,255.7
27,441.8
3,918.7
57121
47,746.8
569.7
7,293.0
12,646.8
2,254.5
24,9458
37.0
47,746.8

2027F

21.7
27.6
20.1

6.4
12.2

16
6.0
9.8
9.8
9.8
9.8

34.6
53.0
37.3
12.9
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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

(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.
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