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COMPANY UPDATE BUY

Singapore Telecommunications (ST SP) (Maintained)

Determined To Drive ROIC Expansion Share Price S$2.35
Singtel remains committed to its aim of driving up ROIC to double digits by FY26. The Target Price $$3.15
group continues to see NCS and RDC as its key growth drivers. The group’s core Upside +33.9%

businesses in Singapore and Australia are expected to benefit from implemented cost
optimisation initiatives and market leadership position. Regional associates face
favourable tailwinds in most markets which would help boost contributions to the
group. Maintain BUY with an unchanged target price of $$3.15 (implied 15x EV/EBITDA).

WHAT’S NEW

¢ Gameplan: Driving ROIC expansion and market value in the near term. Singapore
Telecommunications (Singtel) maintains its aim to grow overall group ROIC from 8% in FY23

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

to low double digits by FY26, largely driven by its regional associates and growth engines Philippines.

(regional data centres (RDC) and NCS). Both NCS and RDC are expected to contribute STOCK DATA

more than 20% of EBITDA by FY28, almost double FY23’s 12%, and would offset declining GICS sector Communication Services
telecom services EBITDA. While management awaits a potential IPO of its RDC and/or NCS  gjgomberg ticker: ST SP
bLljlfiSesbses,fi.t .mlaty (t:ﬁnsider a \r/nvorelimmectjiattﬁ f(;?S‘;/(sI‘regiona(ljlst.:altet;qic.partners(rllips that Shares issued (m): 16,510.8
will be beneficial to the group. We also note that Singtel’s new digital businesses (Paragon ]

and GXS) are also scaling well with GXS expected to be EBITDA breakeven by FY26. Market cap (S$m): _ 38,800.5
Management is re-evaluating its regional associate portfolio (valued at ~S$49b) and may Market cap (gS$m). 28,5004
continue to embark on opportunistic stake sales (albeit small bites) of its respective stakes to ~ 3-Mth avg daily tover (US$m): 35.4

fund future growth initiatives.

Singtel Singapore. The consolidation of the group’s domestic consumer and enterprise

Price Performance (%)

52-week high/low S$$2.75/S$2.31

d 1mth 3mth  6mth 1yr YTD
businesses is expected to create cost-saving synergies. Although data roaming revenue is @.7) 4.3) 01 8.9) 7.7)
currently at 90% of pre-COVID-19 levels, there is still further potential upside given that data Major Shareholders %
roaming revenue from China remains at 60% of pre-COVID-19 levels and is expected to
gradually improve moving forward. Coupled with the continued strong take-up of 5G bundled Temasek Hidgs 520
plans in Singapore, we expect post-paid ARPU to continue its upward momentum in 2023, ~ i
backed by rational competition from the incumbent telcos. i A

FY24 NAV/Share (S$) 1.60

o Optus: Market repair is of utmost importance. Broadly, management aims to drive ROIC  FY24 Net Debt/Share (S$) 0.55

via raising prices (at the right time) and focusing on cost synergies. In the near term,
competition is expected to remain stiff from Tier 2 competitors/Mobile Virtual Network
Operators (MVNOs). We note that MVNOs' market share rose from 19.7% at end-19 to o o

25.4% at end-22 as customers traded down. Consequently, Optus will focus on value 300 SO B T T e 110
proposition amongst its customers and good customer service.

PRICE CHART

SINGAPORE TELECOMMUNICATIONS
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KEY FINANCIALS

Year to 31 Mar (S$m) 2022 2023 2024F 2025F 2026F 240 [
Net turnover 15,339 14,624 15,053 15,637 16,317

EBITDA 3,767 3,686 3,872 4,108 4,441 22 &
Operating profit 1,045 1,112 1,395 1,654 2,019 jg olume|m

Net profit (rep./act.) 1,948 2,226 2,370 2,733 3,088 2

Net profit (adj.) 1,923 2,054 2,370 2,733 3,088 Sep22 Novz2 Jan23 Mar2d May2> W23 Sep2d
EPS (S$ cent) 1.7 12.4 14.3 16.5 18.7

PE (X) 20.1 18.9 16.4 14.2 12.6 Source: Bloomberg

P/B (x) 14 1.5 1.5 1.4 1.4

EV/EBITDA (x) 12.8 13.0 12.4 11.7 10.8 ANALYST(S)

Dividend yield (%) 4.0 6.3 4.3 5.1 6.0 Chong Lee Len

Net margin (%) 12.7 15.2 15.7 17.5 18.9 +603-2147 1992

Net debt/(cash) to equity (%) 34.6 355 34.3 32.2 29.4 leelen@uobkayhian.com

Interest cover (x) 12.0 10.3 11.1 11.3 11.8 Llelleythan Tan Yi Rong

ROE (%) _ 71 8.2 9.0 10.1 1M1 1656590 6624

Consensus net profit - - 2,368 2,711 3,129 yirong@uobkayhian.com

UOBKH/Consensus (x) - - 1.00 1.01 0.99

Source: Singapore Telecommunications, Bloomberg, UOB Kay Hian
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o NCS. Backed by growing digitalisation from enterprise projects and overseas clients,
management continues to see NCS as its growth driver, aiming to grow its revenue from
S$2.7b in FY23 to S$5.0b in FY26. Overseas revenue now contributes 15% of overall
revenue in FY23, up 10ppt since FY19, while enterprise revenue has grown from 25% in
FY19 to 33% in FY23. Despite increased wage costs in FY23, management expects to
deliver EBITDA growth moving forward, given several executed cost management initiatives
and wage costs starting to stabilise. For the remainder of FY24 however, revenue growth is
expected to be partly offset by enterprise margin compression from high wages.

Digital InfraCo. Singtel plans to double its data centre capacity in Singapore in the next
three years to about 120MW, up from 62MW currently. Through partnerships with AIS/Gulf
and Telkom, Singtel also plans to add another 40MW in Thailand and 51MW in Indonesia
respectively, taking the combined total to 211MW within the next three years. The group is
also looking at regional opportunities in Vietnam and Malaysia through suitable and strategic
partnerships. Customer contracts are typically 10 years, which create customer stickiness,
while its customers comprise hyperscalers and enterprises. Annual contractual price
escalation and uplift are built into the contracts to ensure revenue growth while most utilities
costs are also passed through to customers, supporting margins. In 1QFY24, RDC
contributed S$72m (+14% yoy) in annual revenue and S$44m in EBITDA (stable yoy).

o Potentially S$7b-8b in valuation. The goal is to add another 150MW of capacity to
Singtel's DC portfolio over the next 3-5 years. This will create a DC asset close to S$7b-8b
within five years.

STOCK IMPACT

¢ Bharti Airtel: Expect ARPU to trend higher. Management noted several factors that would
drive ARPU increases: a) migration to smartphones would raise ARPU by 50%; b) shift from
prepaid to postpaid would increase ARPU by 60%, c) increase focus on family plans; d) data
monetisation, and e) higher tariffs, especially after the elections. Management also sees
strong potential in its broadband business which has low 14-15% market penetration and
high margins.

Globe: Benign and rational mobile competition. Market repair is ongoing with two rounds
of price increases with further price increases expected. That said, this needs to be
balanced by consumer wallet, which may see some softness given ongoing inflationary
pressure on daily routines.

o AIS: Favourable tailwinds. Management expects ARPU to improve in 2H23, given ongoing
5G adoption, upselling value-added services and an improving economy. The incoming
government is also positive for AIS as short-term incentives such as cash handouts are
expected, which will drive consumer mobile spending.

o Telkomsel: Fixed broadband to drive growth. The group led market repair with price
increases, with competitors following suit. Post-consolidation, management plans to upsell
Indihome’s broadband services to 6.5m of Telkomsel mobile customers to drive revenue
growth, given that domestic fixed broadband penetration is only at 15-17%. Management
expects new contributions from IndiHome to offset the loss in legacy revenue coupled with
cost optimisation.

EARNINGS REVISION/RISK
* We make no changes to our FY24-26 PATMI estimates.

VALUATION/RECOMMENDATION

¢ Maintain BUY with a DCF-based target price of $$3.15 (discount rate: 7%, growth rate:
2.0%). At our target price, the stock will trade at 15x FY24 EV/EBITDA. In our view, Singtel
remains an attractive play against elevated market volatility, underpinned by improving
business fundamentals.

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

Refer to last page for important disclosures.
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SINGTEL'S GROWTH ENGINES
Growth engines' % of Group EBITDA
Source: Singtel, UOB Kay Hian
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FORWARD EV/EBITDA (X)

Source: Bloomberg, UOB Kay Hian
KEY DRIVERS OF ROIC
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Year to 31 Mar (S$m) 2023 2024F 2025F 2026F  Year to 31 Mar (S$m) 2023 2024F 2025F 2026F
Net turnover 14,6244 150525 156370 16,317.2 Fixed assets 10,3846 10,3274 10,2185  10,066.7
EBITDA 3,685.9 3,871.9 4,108.1 4,441.2 Other LT assets 275626 27,9857 28,4649 28,9918
Deprec. & amort. 2,574.1 2,476.6 2,453.8 2,422.0 Cash/ST investment 1,667.9 2,210.4 2,935.3 3,809.4
EBIT 1,111.8 1,395.2 1,654.3 2,019.2 Other current assets 54284 5,581.0 57914 6,035.3
Associate contributions 2,287.0 24506 26379 27965  Total assets 46,530.0 47,5910 48,896.6  50,389.6
Net interest income/(expense) (358.9) (350.2) (363.2) (375.8) ST debt 982.7 982.7 982.7 982.7
Pre-tax profit 32119 3,407.7 3,929.0 4,439.8 Other current liabilities 7,316.4 7,406.9 7,559.8 7,725.3
Tax (978.0) (1,037.6) (1,196.4) (1,351.9) LT debt 99106 10,3321 10,738.6 11,130.2
Minorities (8.4) 0.0 0.0 0.0 Other LT liabilities 2,306.0 2,306.0 2,306.0 2,306.0
Net profit 2,225.5 2,370.0 2,732.6 3,087.9 Shareholders' equity 26,0049 26,5540 27,300.1 28,2359
Net profit (adj.) 2,053.5 2,370.0 2,732.6 3,087.9 Minority interest 94 9.4 94 94
Total liabilities & equity 46,530.0 47,591.0 48,896.6  50,389.6
CASH FLOW KEY METRICS
Year to 31 Mar (S$m) 2023 2024F 2025F 2026F  Year to 31 Mar (%) 2023 2024F 2025F 2026F
Operating 4,775.8 5134.7 5,492.3 5,807.4 Profitability
Pre-tax profit 3,211.9 3,407.7 3,929.0 4,439.8 EBITDA margin 25.2 25.7 26.3 27.2
Tax (978.0) (1,037.6) (1,1964) (1,351.9)  Pre-tax margin 22.0 226 25.1 272
Deprec. & amort. 2,574.1 2,476.6 2,453.8 2,422.0 Net margin 15.2 15.7 175 18.9
Associates (172.0) 0.0 0.0 0.0 ROA 47 5.0 5.7 6.2
Working capital changes (130.1) (62.2) (57.4) (78.4) ROE 8.2 9.0 10.1 11.1
Non-cash items 358.9 350.2 363.2 3758
Other operating cashflows (89.0) 0.0 0.0 0.0 Growth
Investing (2,301.7) (2,8425) (2,824.2) (2,797.0) Turnover 4.7) 2.9 3.9 43
Capex (maintenance) (2,162.4) (2,107.4) (2,032.8) (1,958.1)  EBITDA (2.0) 5.0 6.1 8.1
Proceeds from sale of assets (679.2) (735.2) (791.4) (838.9) Pre-tax profit 11.0 6.1 15.3 13.0
Others 539.9 0.0 0.0 0.0 Net profit 143 6.5 153 13.0
Financing (2,941.2)  (1,749.7) (1,9432) (2,136.3) Net profit (adj.) 6.8 154 153 13.0
Dividend payments (1,964.3) (1,821.0) (1,986.5) (2,152.1) EPS 6.1 15.4 153 13.0
Issue of shares 0.1 0.0 0.0 0.0
Proceeds from borrowings (974.7) 4215 406.6 391.6 Leverage
Othersfinterest paid (2.3) (350.2) (363.2) (375.8) Debt to total capital 295 29.9 30.0 30.0
Net cash inflow (outflow) (467.1) 542.5 724.9 874.1 Debt to equity 419 426 429 429
Beginning cash & cash equivalent 2,130.0 1,667.9 2,210.4 2,935.3 Net debt/(cash) to equity 355 343 322 29.4
Changes due to forex impact 5.0 0.0 0.2) 0.2) Interest cover (x) 10.3 111 11.3 11.8
Ending cash & cash equivalent 1,667.9 2,210.4 2,935.2 3,809.3
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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. 23
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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.

Copyright 2023, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com
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