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ASIAN GEMS CORPORATE HIGHLIGHTS

Singapore Telecommunications (ST SP)
On Stronger Footing As The Group Focuses On Improving ROICs

Singtel provided updates on its business segments which face favourable tailwinds in
2023. With this and price increases in Jan 23, Singapore consumer is set to experience
higher data roaming revenue from China’s reopening. Optus is back to customer net
adds after its data security breach incident in 2022. With the worst of COVID-19 over,
Singtel’s regional associates have benefitted from overall price repair and rational
competition. Maintain BUY with the same target price of $$3.15.

WHAT’S NEW

¢ Singapore consumer: Further upside from travel boost. We understand Singapore’s
data roaming revenue is currently at 70-75% of pre-COVID-19 levels. The reopening of
China towards end-Dec 22 will help to further lift roaming revenue for the group. We
estimate China to potentially be one of the top three contributors of data roaming revenue
for the group. Historically, data roaming revenue forms around 20% of Singapore
consumer’s revenue and boasts EBITDA margins of about 80%. Singtel implemented a
price increase in Jan 23 with competitors following suit. Coupled with the continued strong
take-up of 5G bundled plans in Singapore, we expect post-paid ARPU to continue its
upward momentum in 2023, backed by rational competition from incumbent telcos. Despite
stiff competition from Mobile Virtual Network Operators (MVNO), prepaid ARPU is expected
to remain largely stable, supported by recovering travel demand and the return of foreign
workers. The loss of the English Premier League broadcasting rights would help support
margins as it had been loss-making for the group.

¢ Optus: Recovery in subscriber base. Postpaid ARPU is set to improve in 2023 from the
overall market recovery, implemented price hikes, higher data roaming and robust uptake of
Optus 5G Choice plans. February saw a peak in returning students (academic year: Jan-
Dec) given that a large majority were Chinese students. Prepaid ARPU is expected to
soften due to irrational and growing competition from MVNOs, although prepaid subscribers
are expected to grow with the return of international tourists. After its data-breach incident,
Optus’s customer churn has normalised to pre-incident levels and returned to customer net
adds since mid-Dec 22. However, a weakened Australian dollar may drag Optus’
contribution to Singtel’s overall profitability in 2HFY23.

¢ NCS: Gestation period. Despite robust revenue growth, EBITDA margins are poised to
soften due to opex investments, higher staff costs and post-acquisition amortisation costs.
Management noted that these costs would be passed down to customers as ongoing
contracts expire but would continue pressuring margins in FY23/24.

KEY FINANCIALS

Year to 31 Mar (S$m) 2021 2022 2023F 2024F 2025F
Net turnover 15,644 15,339 14,097 14,196 14,493
EBITDA 3,832 3,767 3,839 4,018 4,179
Operating profit 1,146 1,045 1,284 1,501 1,711
Net profit (rep./act.) 552 1,934 2,298 2,544 2,819
Net profit (adj.) 1,732 1,934 2,298 2,544 2,819
EPS (S$ cent) 10.6 11.8 141 15.6 17.3
PE (x) 224 20.1 16.9 15.3 13.8
P/B (x) 1.5 1.4 1.4 1.4 1.3
EV/EBITDA (x) 12.9 13.1 12.9 12.3 11.8
Dividend yield (%) 3.2 3.9 6.1 5.3 5.1
Net margin (%) 3.5 12.6 16.3 17.9 19.5
Net debt/(cash) to equity (%) 45.7 34.6 36.3 34.7 31.6
Interest cover (x) 9.7 12.0 10.6 10.7 10.8
ROE (%) 2.1 71 8.2 9.0 9.7
Consensus net profit - - 2,244 2,610 3,009
UOBKH/Consensus (x) - - 1.02 0.97 0.94

Source: Singapore Telecommunications, Bloomberg, UOB Kay Hian

BUY

(Maintained)

Share Price S$2.38
Target Price S$3.15
Upside +32.4%
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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o Enterprise: Stable contribution amid good cost control. Continued demand for data,

information and cyber security services, along with post-COVID-19 growth momentum in
roaming, would help support revenue growth for the enterprise segment. Despite facing
inflationary pressures, margins would likely remain stable given the efficient cost controls
implemented.

¢ Regional data centres: Robust expansion pipeline... Singtel plans to double its data

centre (DC) capacity (essentially an integrated cable landing station and data centre facility)
in Singapore in the next three years to about 120MW, up from 60MW currently. In 1HFY23,
its regional DCs contributed S$132m in annual revenue and S$86m in EBITDA. Through
partnerships with AIS and Telkom, Singtel plans to add another 20MW in Thailand and
51MW in Indonesia.

...with potentially S$7b-8b in valuation. The goal is to add another 100MW of capacity to
Singtel's DC portfolio over the next 3-5 years. This will create a DC asset close to S$7-8b
within five years.

STOCK IMPACT

Higher expected ROIC. Singtel expects to lift return on invested capital (ROIC) to high-
single-digits in the next 2-3 years, up from 5% in FY22. This is based on: a) return of
international roaming revenue, b) 5G network superiority with which to bundle products and
differentiate services, c) absence of Amobee’s and Trustwave’s (in short time) losses; d)
fast-growing momentum of NCS, e) cost discipline and digitalisation, and f) turnaround of
Bharti India.

Regional associates: Robust underlying fundamentals. Excluding weaker regional
currencies, Singtel's regional associates are expected to experience growth in 2023,
supported by a ramp-up in regional economic activity. Backed by price uplifts, Telkomsel is
seeing sturdy pricing momentum and is now looking to increase market share for its
home/fixed broadband business. For AIS, the domestic market is expected to face overall
market repair with the merger of its closest competitors True and DTAC. Similarly in the
Philippines, stiff pricing competition is expected to cool off with pricing discipline expected
to return. With increasing market share among active 4G subscribers and upcoming
additional tariff hikes, contributions from Airtel is set to grow in 2023.

EARNINGS REVISION/RISK

No changes to our revenue and PATMI estimates.

VALUATION/RECOMMENDATION

Maintain BUY with a target price of $$3.15, based on a 10-year DCF valuation (discount
rate: 7%, growth rate: 2.0%), underpinned by improving fundamentals and a decent 6.1%
FY23 dividend yield.

SHARE PRICE CATALYST

Key re-rating catalysts include: a) successful monetisation of 5G, b) monetisation of data
centres and/or NCS, and ¢) market repair in Singapore and resumption of regional roaming
revenue.
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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
Othersfinterest paid

Net cash inflow (outflow)
Beginning cash & cash equivalent
Changes due to forex impact
Ending cash & cash equivalent

2022
15,338.8
3,766.8
2,722.0
1,044.8
2,136.0
(313.0)
2,878.8
(934.0)
(11.0)
1,9338
1,9338

2022
5,298.0
2,878.8
(934.0)
2,378.0

(11.0)
(180.0)
3130
853.2
(644.0)

(2,217.0)
(207.0)
1,780.0

(3,266.0)

(1,139.0)

(1.0)
(991.0)

(1,135.0)

1,388.0
755.0
(13.)

2,129.9

2023F
14,097.0
38389
2,555.1
1,2838
21838
(362.4)
3,105.2
(807.3)
0.0
2,297.8
2,297.8

2023F
5,044.4
3,105.2
(807.3)
2,555.1
0.0
(171.0)
362.4
0.0
(2,769.7)
(2,1145)
(655.1)
0.0
(2,306.5)
(2,367.1)
0.0
4229
(362.4)
(31.9)
2,130.0
©0.1)
2,098.0

2024F
14,1962
40179
2,517.1
1,500.8
23123
(374.7)
34383
(894.0)
0.0
2,544.4
2,544.4

2024F
5,366.0
34383
(894.0)
2,517.1
0.0
(70.2)
3747
0.0
(2,681.1)
(1,987.5)
(693.7)
0.0
(2,017.8)
(2,040.6)
0.0
397.5
(374.7)
667.1
2,098.1
(0.1)
2,765.1

2025F
14,492.6
41793
2,468.0
17114
2,484.4
(386.3)
3,809.5
(990.5)
0.0
2,819.0
2,819.0

2025F
5,620.6
3,809.5
(990.5)
2,468.0
00
(52.6)
386.3
0.0
(2,629.4)
(1,884.0)
(745.3)
00
(1,982.8)
(1,973.3)
0.0
376.8
(386.3)
1,008.5
2,765.2
(0.1)
3,7736

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 (adj.)
EPS

Leverage

Debt to total capital
Debt to equity

Net debt/(cash) to equity
Interest cover (x)

2022
10,892.0
30,558.0
2,130.0
5,551.0
49,1310
1,614.0
7,441.0
10,254.0
1,713.0
28,124.0
(15.0)
491310

2022

24.6
18.8
12.6
4.0
7.1

(L9)
(L7)
1101
250.0
116
116

29.7
422
34.6
12.0

2023F
10,7954
30,869.1
2,008.1
5,006.2
48,8589
1,614.0
6,815.2
10,676.9
1,713.0
28,054.8
(15.0)
48,858.9

2023F

27.2
22.0
16.3
47
8.2

(81)
19
7.9

188

18.8

18.8

30.5
43.8
36.3
10.6

2024F
10,609.8
31,2188
2,765.2
5,128.3
497221
1,614.0
6,777.1
11,074.4
1,713.0
28,558.6
(15.0)
49,7221

2024F

28.3
24.2
17.9
5.2
9.0

0.7
4.7
10.7
10.7
10.7
10.7

30.8
44.4
34.7
10.7

2025F
10,369.9
31,620.1
3,773.7
5,232.1
50,995.8
1,614.0
6,828.3
11,451.2
1,713.0
29,404.3
(15.0)
50,995.8

2025F

28.8
26.3
19.5
5.6
9.7

21
4.0
108
108
108
108

30.8
44.4
31.6
10.8
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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.

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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