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SECTOR UPDATE 

Telecommunications – Malaysia 
4Q22 Results Above Expectation; Special Interim Dividend From TIME 
4Q22 results beat our expectations except for Maxis (in line). In essence, the quarter 
was characterised by: a) muted service revenue growth of 1% yoy, b) strong fixed-
line take-up, c) better-than-expected cost control, and d) dividend surprises from 
TIME. After the results announcement, we raised 2023-24 net profit by 2% and 3% 
respectively. Maintain MARKET WEIGHT. The sector trades at five-year mean 7x 
EV/EBITDA. Prefer fixed over wireless. Top picks: TIME and Telekom Malaysia. 

WHAT’S NEW 
• 4Q22: Above expectation. 4Q22 results came in above our expectation except for Maxis 

which came in within expectations. Within our telco universe, Telekom Malaysia (TM) gave 
us the biggest positive surprise due to good cost discipline, lower interest charge and 
positive operating leverage. In essence, TM booked strong underlying earnings – with 
normalised quarterly net profit of RM440m vs an average of RM300m quarterly net profit in 
the past eight quarters. All in all, 4Q22 sector core net profit rose 18% yoy and 16% qoq to 
RM1,619m. The quarter was characterised by: a) muted 1% yoy service revenue growth, 
with Maxis leading the pack, b) continuous focus on cost discipline despite rising capex and 
corresponding depreciation charges, c) strong underlying demand for home broadband 
services for TM and TIME dotCom (TIME), and d) a special interim dividend surprise from 
TIME. 

• Robust operating matrix for fixed-line operators TM and TIME. TM’s UniFi revenue 
expanded 6% yoy thanks to year-end promotions and retention programmes. UniFi 
subscribers jumped 18% yoy to 2.96m while ARPU fell to RM132/month (3Q22: 
RM132/month, 4Q21: RM141/month) likely due to entry level packages. Similarly, TIME 
recorded a 30% yoy increase in retail revenue. This was attributable to strong performance 
in fixed broadband revenue as a result of expanded fibre footprint via the JENDELA 
initiative. The group maintains its target to expand by an additional 300,000 home passes in 
2023. This is in line with the government’s JENDELA initiatives. 

• Post results, we raise 2023/24 sector earnings by 2% and 3% respectively. Post results, 
we project a 8%/11% yoy increase in sector earnings for 2023/24 respectively. Key earnings 
drivers for 2023 are: a) 3% yoy service revenue growth amid rational market competition and 
the return of roaming revenue, b) good cost control to partly offset higher depreciation from 
increased capex intensity from CelcomDigi, and c) absence of prosperity tax for 2022. Fixed-
line players will continue to demonstrate robust top-line (mid-teens subscriber growth 
despite ARPU dilution given more entry-level packages being sold) thanks to strong 
underlying demand for home broadband services and the expansion of fibre footprint under 
the JENDELA programme. 

• Dividends exceeded expectations. TIM declared a special interim DPS of 2.36 sen/share. 
This is a pleasant surprise to us and we now expect the stock to yield 12% and 5% over 
2023 and 2024 respectively. Meanwhile CelcomDigi and Maxis paid out more than their 
profits, at 114% and 132% of net profit for 2022 respectively. 

 MARKET WEIGHT 
(Maintained) 
 
 
SECTOR TOP PICKS 

Top pick Rec 
Target Price 

(RM) 
EV/EBITDA 

(x) 
Div Yield 

(%) 
TIME BUY 6.40 13.1 11.7 
TM BUY 6.00 4.8 2.9 

Source: Bloomberg, UOB Kay Hian 

4Q22 CORE NET PROFIT  
 4Q22 % chg qoq % chg yoy 
Axiata 510.0 36.0 24.0 
Celcom 226.6 (27.8) (35.3) 
Digi 287.0 0.3 13.4 
Maxis 240.0 (23.8) (17.0) 
TM 442.4 33.4 42.4 
TIMEdotCom 139.8 55.3 25.8 
Big 3* 753.6 (17.6) (15.6) 
Fixed Line 582.2 38.1 38.1 
Sector Total 1,619.2 15.8 17.8 

* Big 3 stands for Celcom, Digi and Maxis 
Source: UOB Kay Hian 

FY22 CORE NET PROFIT  
 FY22 % chg yoy comment 
Axiata 1,587.2 19.7 Above 
Celcom 1,082.0 32.3 Above. 
Digi 1,122.0 (1.1) Above 
Maxis 1,182.0 (9.6) Inline 
TM 1,430.7 19.1 Above 
TIMEdotCom 417.1 10.1 Above 
Big 3* 3,386.0 3.9  
Fixed Line 1,847.8 16.9  
Sector Total 5,739.0 7.3  

* Big 3 stands for Celcom, Digi and Maxis 
Source: UOB Kay Hian 
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PEER COMPARISON 
Company Tickers Rec Share Price Target Price Market Cap -------------- PE -------------- -------- EV/EBITDA -------- ------ Dividend Yield ------

   
15 Mar 23 

(RM) (RM) (RMm) 
FY23F

(x) 
FY24F

(x) 
FY23F 

(x) 
FY24F 

(x) 
FY23F

(%) 
FY24F

(%) 
CelcomDigi Berhad CDB MK HOLD 4.08 4.00 47,865.6 27.2 26.5 10.6 10.2 3.7 3.8 
Maxis Berhad MAXIS MK HOLD 3.84 3.65 30,067.8 22.7 20.5 9.7 9.6 4.4 4.9 
Axiata AXIATA MK HOLD 2.99 3.20 27,445.1 21.8 19.3 5.5 5.4 3.7 4.1 
Telekom Malaysia T MK BUY 4.86 6.00 18,574.8 12.5 10.8 4.0 3.8 3.4 4.0 
TIME dotCom TDC MK BUY 5.50 6.40 10,112.1 22.3 19.2 12.8 11.1 12.1 5.2 

Source: UOB Kay Hian 
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ACTION 
• Maintain MARKET WEIGHT; prefer fixed over wireless. We note that the sector has 

outperformed the FBMKLIC by 7% ytd. This is led by TIME (+16%), CelcomDigi (+6%) and 
Maxis (4%). The only loser in the sector is TM (-9% ytd). We believe current valuation and 
share price outperformance may point towards: a) expectation of 5G rollout in the consumer 
space, b) positive synergy between merger of Celcom and Digi, and c) potentially favourable 
regulatory framework. We reiterate MARKET WEIGHT on the sector. We prefer the fixed 
players over wireless. Our top picks are TIME and TM. Both stocks offer good growth 
prospects and earnings upside from core retail, data centres and wholesale businesses. 
Valuation for TM is also attractive, trading at -1SD below its mean EV/EBITDA of 5.0x.  

ESSENTIALS 

• Key events to look out for in 1H23 include: a) rollout of 5G to cover 70% of the population 
by end-23, b) transition to Phase 2 of JENDELA, c) data price competition to be partly 
mitigated by innovative product launches to sustain market share, d) synergistic savings from 
the merger of Celcom and Digi, and e) outcome of the review of 5G rollout via DNB by end-
Mar 23. 

• A government initiative, JENDELA Phase 2 has set overarching targets for 2023-25, 
including: a) 9m fixed-broadband premises passed – from 7.44m currently, b) 100% 4G 
coverage, and c) 100Mbps mobile broadband speed. DNB also revealed that it would be 
spending RM1.3b in 2023 to achieve 70% 5G population coverage and targets to achieve 
80% population coverage by end-24. As of end-22, 5G population coverage was at almost 
50% (47%). 

• TIME’s special dividend of 54 sen/share (net yield of 10%). The cash proceeds from 
TIME’s stake sale in AIMS are estimated at RM2b. TIME will utilise the proceeds to: a) 
reward shareholder with a special dividend of up to RM1b, and b) re-invest the remainder in 
the TIME group for further growth – this will include new growth businesses. The special 
dividend of RM1b works out to 54 sen/share or net dividend yield of 10%.  

• TIME dotCom (TDC MK/BUY/Target: RM6.40) offers a three-year earnings CAGR of 10% 
(vs muted sector growth), underpinned by strong home fibre sales and data centre 
contribution. We view the 70% stake sale of AIMS positively. Given that the sale is valued at 
37x EV/EBITDA while TIME currently trades at 13x 23F EV/EBITDA, the deal is both value-
and earnings-accretive.  

• Notably, we expect the robust retail and wholesale businesses to drive TIME’s earnings in 
2023/24, allowing the group to quickly replenish a 7% earnings vacuum after the 70% stake 
sale of AIMS data centre to Digital Bridge for RM3b valuation. 

• Telekom Malaysia (T MK/BUY/Target: RM6.00). We see a favourable risk-reward profile 
given the attractive valuation. TM will continue to undertake good cost discipline and this will 
be offset by a 5% negative impact from the lower mandatory standard access pricing (MSAP) 
for wholesale fibre leasing over 2023-25. At our target price, the stock is trading at -1.0 SD
below its mean EV/EBITDA of 5.0x. We also expect robust earnings profile as TM benefits 
from positive operating leverage. Dividend yield for the stock is 3%. 

TELCO REVENUE MARKET SHARE 

 
Source: Respective companies  
BIG THREE’S QUARTERLY SERVICE REVENUE  

 
Source: Respective companies 

QUARTERLY EBITDA MARGIN 

 
Source: Respective companies 

POSTPAID ARPU 

 
Source: Respective companies 

PREPAID ARPU 

 
Source: Respective companies 
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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 has received compensation from Prudential PLC (2378 HK) in the 
preceding 12 months. 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  
(ii) 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 
Kingdom 

This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning 
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 
States of 
America 
(‘U.S.’) 

This report cannot be distributed into the U.S. or to any U.S. person  or entity except in compliance with applicable U.S. 
laws and regulations. It is being distributed in the U.S.  by UOB Kay Hian (US) Inc, which accepts responsibility for its 
contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in 
the report should contact UOB Kay Hian (US) Inc. directly. 
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