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Stable may not be enough

SINGAPORE | TELECOMMUNICATIONS| 1H23 RESULTS

= 1H23revenue and EBITDA were within expectations,at 52/53% of our FY23e forecasts. 1H23
DPU was 2.62 cents, animprovement of 2.3% YoY.

=  Residential fibreconnections increased by 10,026 in 1H23 (1H22: +3,946). The jump follows
the resumption of new home construction as restrictions were lifted. New connections are
normalisingto 20,000-25,000 p.a.in household formations.

= We nudged up our FY23e EBITDA by 2% to account for the higher diversion revenue.
Regulatory review of fibre prices is still ongoing with possible completion by the middle of
next year. Our base caseis the regulatory review will haveminimal impact on cash available
for distribution as dividends. Our NEUTRAL recommendation is maintained. The DCF target
priceis lowered to S$0.85 (prev. $$0.96) as we raised our risk-freerate assumption.

Results at a glance

SGD '000 1H23 1H22 YoY Comments

Revenue 199,595 187,930 6.2%

- Residential 121,687 120,003 1.4% Netconnections 1H23:10,026 (1H22:3,946).
-Non-Residential 15,877 15,266 4.0%

- Diversion 11,759 4,574 157.1%

Residential (000's) 1,474 1,451  1.6%

EBITDA 145,568 126,591 15.0% Normalised is up 4.7% YoY excluding

remeasurement loss of S$12.4mn in 1H22.

DPU (cents) 2.62 256  23%

Source: Company, PSR

The Positive

+ Rebound in diversion revenue. Diversion revenue picked up as construction activity returned
especially for MRT and other infrastructureactivity. Margin on diversionrevenue is around 35%
againstthe group EBITDA margin of 73%.

The Negative

- Higher interest expenses and rates. 1H23 financecostjumped 42% to S$7.6mn. The effective
interest rate has risento 1.9% (1H22: 1.1%). Around 74% of the loans have been hedged at a fixed
interest rate, namely the 5-year term loan of S$510mn was hedged at 1% till May 2026.

Outlook
Cash-flows will remain stable with residential connection revenue risingaround 1 to 2% p.a.
Regulatory review may lower fibre rates due to the expanded base of connections after the
previous review. Nevertheless continued CAPEX and a high WACC could keep any price changes
minimal.

Our NEUTRAL recommendation is maintained with an lower TP of $$0.85 (prev. $50.96)
Limited growth in DPU will bea challengein arisinginterestrate environment. Investors will look
towards a higher dividend yield as risk-freerates rise. NetLink dividendyield spread over 10-year
risk free has averaged 3.5% historically. Itis now narrowed to 2.4%.
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NEUTRAL (Maintained)

CLOSING PRICE SGD 0.890
FORECAST DIV SGD 0.0525
TARGET PRICE SGD 0.850
TOTAL RETURN 1.4%
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KEY FINANCIALS
Y/E Mar, SGD mn FY21 FY22 FY23e FY24e
Revenue 368.5 377.6 392.6 401.0
EBITDA 270.2 266.9 274.2 279.7
Net Profit 94.8 913 97.8 100.4
Distribution Yield 57% 58% 59% 5.8%
DPU (cents) 5.08 5.13 5.25 5.18
ROE 3.4% 3.4% 3.7% 4.0%
ROA 23% 2.3% 2.5% 2.6%

Source: Company, PSR
VALUATION METHOD

DCF (WACC:7%, Terminal growth: 1%)

Paul Chew
Head Of Research
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Financials

Income Statement
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Balance Sheet

Y/E Mar, SGD '000 FY20 FY21 FY22 FY23e FY24e Y/E Mar, SGD '000 FY20 FY21 FY22 FY23e FY24e
Revenue 370,192 368,466 377,611 392,565 400,989 ASSETS
Operating Profit 85,828 93,979 95,378 100,370 103,661 Accounts receivables 46,029 44,554 66,020 54,253 55,967
EBITDA 258,425 270,237 266,941 274,179 279,654 Cash 168,624 170,536 149,818 151,112 139,081
Depreciation & Amortisation -167,782 -167,792 -169,723 -170,883 -172,983 Inventories 4,302 5,161 4,100 4,896 4,908
EBIT 90,643 102,445 97,218 103,295 106,670 Finance lease receivables 234 233 201 201 201
Net Finance Inc/(Exp) -20,504 -11,281 -10,479 -10,666 -11,681 Total current assets 251,186 251,535 255,285 245,608 235,304
Profit before tax 71,869 91,642 87,078 93,030 95,389 PPE 3,026,656 2,927,436 2,830,678 2,734,795 2,636,812
Taxation 6,244 3,170 4,184 4,800 5,000 Others 930,929 944,484 945,929 945,929 945,929
Net profit, reported 78,113 94,812 91,262 97,830 100,389 Total non-current assets 3,957,585 3,871,920 3,776,607 3,680,724 3,582,741
Total Assets 4,208,771 4,123,455 4,031,892 3,926,331 3,818,044
LIABILITIES
Accounts payables 58,502 56,395 55,368 60,471 61,326
Deferred revenue 19,028 21,405 26,473 26,473 26,473
Tax payable 6,927 23,285 37,287 37,287 37,287
Total current liabilities 602,634 612,484 277,164 282,267 283,122
Long term loans 524,863 506,540 507,890 507,890 507,890
Deferred tax liabilites 155,377 155,587 484,638 478,398 471,898
Per unit data (SGD Cents) Total non-current liabilities 699,199 707,268 1,038,282 1,032,042 1,025,542
Y/E Mar FY20 FY21 FY22 FY23e FY24e Total Liabilities 1,301,833 1,319,752 1,315,446 1,314,309 1,308,664
EPU, reported 2.00 243 2.34 2.51 2.58
DPU 5.05 5.08 5.13 5.25 5.18 Unitholders' funds
BVPU 74.6 71.9 69.7 67.0 64.4 Unitholders' funds 2,906,938 2,803,703 2,716,446 2,612,023 2,509,380
Cash Flow Valuation Ratios
Y/E Mar, SGD '000 FY20 FY21 FY22 FY23e FY24e Y/E Mar FY20 FY21 FY22 FY23e FY24e
CFO P/E (X) 44.4 36.6 38.0 355 345
Profit before tax 71,869 91,642 87,078 93,030 95,389 P/B (X) 1.2 1.2 13 1.3 1.4
Adjustments 203,401 188,377 193,964 181,149 184,265 EV/EBITDA (X) 14.8 14.1 143 14.0 13.7
WC changes 4,811 8,014 -11,133 16,074 -870
Cash generated from ops 280,081 288,033 269,909 290,252 278,783 Growth & Margins
Tax paid -569 -7,085 -3,929 -1,440 -1,500 Growth
Others -16,994 -16,436 -7,249 -10,266 -11,281 Revenue 4.7% -0.5% 2.5% 4.0% 2.1%
Cashflow from ops 262,518 264,512 258,731 278,546 266,002 EBITDA 4.3% 4.6% -1.2% 2.7% 2.0%
CFL EBIT 4.1% 13.0% -5.1% 6.3% 3.3%
CAPEX, net -75,535 -60,246 -73,879 -75,000 -75,000 Net profit, adj. 1.0% 21.4% -3.7% 7.2% 2.6%
Others 4 - 14.00 - - Margins
Cashflow from investments -75,531 -60,246 -73,865 -75,000 -75,000 Gross margin 23.2% 25.5% 25.3% 25.6% 25.9%
CFE EBITDA margin 69.8% 73.3% 70.7% 69.8% 69.7%
Share issuance, net - - - - - EBIT margin 24.5% 27.8% 25.7% 26.3% 26.6%
Loans, net of repayments 30,000 0 0 0 0 Net profit margin 21.1% 25.7% 24.2% 24.9% 25.0%
Distributions -193,290 -197,186 -199,135 -202,253 -203,032 Key Ratios
Others - - - - - ROE 2.7% 3.4% 3.4% 3.7% 4.0%
Cashflow from financing -166,984 -202,354 -205,584 -202,253 -203,032 ROA 1.9% 2.3% 2.3% 2.5% 2.6%
Net changein cash 20,003 1,912 -20,718 1,294 -12,030 Distribution yield 5.7% 5.7% 5.8% 5.9% 5.8%
CCE, end 168,624 170,536 149,818 151,111 139,081 Net debt/EBITDA (X) 2.0 1.9 1.9 1.9 1.8

Source: Company, Phillip Securities Research (Singapore) Estimates
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PSR Rating System

Total Returns Recommendation  Rating
> +20% Buy 1
+5% to +20% Accumulate 2
-5% to +5% Neutral 3
-5% to -20% Reduce 4
<-20% Sell 5

We do not base our recommendations entirely on the above quantitative
return bands. We consider qualitative factors like (but not limited to) a stock's
risk reward profile, market sentiment, recent rate of share price appreciation,
presence orabsence of stock price catalysts, and speculative undertones
surrounding the stock, before making our final recommendation
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Contact Information (Singapore Research Team)

Research Admin

Qystina Azli - gystina@phillip.com.sg

Head of Research
Paul Chew— paulchewkl @phillip.com.sg

Banking & Finance

Property | REITs
Glenn Thum —glennthumijc@phillip.com.sg

Construction | Industrial | Conglomerates
Darren Chan—darrenchanx@phillip.com.sg

Terence Chua—terencechuatl @phillip.com.sg

US Technology Analyst (Software/Services)

Ambrish Shah —amshah@phillipcapital.in

US Technology Analyst (Internet)

Credit Analyst
Jonathan Woo —jonathanwookj @ phillip.com.sg

Shawn Sng —shawnsngkh@phillip.com.sg

US Technology Analyst (Hardware)
Maximilian Koeswoyo —maximilian@phillip.com.sg

Technical Analyst
Zane Aw —zaneawyx@phillip.com.sg

SINGAPORE
Phillip Securities Pte Ltd
Raffles City Tower
250, North Bridge Road #06-00
Singapore 179101
Tel +65 6533 6001
Fax+65 65356631

Website: www.poems.com.sg

JAPAN
Phillip Securities Japan, Ltd.
4-2 Nihonbashi Kabuto-cho Chuo-ku,
Tokyo 103-0026
Tel +81-3 36662101
Fax +81-3 3666 6090
Website: www.phillip.co.ip

THAILAND
Phillip Securities (Thailand) Public Co. Ltd
15th Floor, Vorawat Building,
849 Silom Road, Silom, Bangrak,
Bangkok 10500 Thailand
Tel +66-2 6351700/ 22680999
Fax +66-2 22680921

Website www.phillip.co.th

UNITED STATES
Phillip Capital Inc
141 W Jackson Blvd Ste 3050
The Chicago Board of Trade Building
Chicago, IL60604 USA
Tel +1-312 3569000
Fax +1-312 356 9005

Website: www.phillipusa.com

INDIA
PhillipCapital (India) Private Limited
No.1, 18th Floor, UrmiEstate
95, Ganpatrao Kadam Marg
Lower Parel West, Mumbai 400-013
Maharashtra, India
Tel: +91-22-23002999/ Fax: +91-22-23002969

Website: www.phillipcapital.in
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Phillip Capital Management Sdn Bhd
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Kuala Lumpur
Tel +603 21628841
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Website: www.poems.com.my
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Tel +62-21 5790 0800
Fax+62-21 57900809

Website: www.phillip.co.id

FRANCE
King & Shaxson Capital Limited
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Paris France
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Website: www.kingandshaxson.com
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Phillip Capital Limited
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TURKEY
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No. 2 Kat. 6A Caglayan
34403 Istanbul, Turkey
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Fax:0212 2336929
Website: www.phillipcapital.com.tr

HONG KONG
Phillip Securities (HK) Ltd
11/F United Centre 95 Queensway
Hong Kong
Tel +852 22776600
Fax +852 2868 5307

Websites: www.phillip.com.hk

CHINA
Phillip Financial Advisory (Shanghai) Co Ltd
No 550 Yan An EastRoad,
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Postal code 200001
Tel +86-21 5169 9200
Fax+86-21 63512940

Website: www.phillip.com.cn

UNITED KINGDOM
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London, ECAN 6AS

Tel +44-20 7426 5950

Fax+44-2076261757
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CAMBODIA
Phillip Bank Plc
Ground Floor of B-Office Centre, #61-64,
Norodom Blvd Corner Street 306,Sangkat
Boeung KengKang 1, Khan Chamkamorn,
Phnom Penh, Cambodia
Tel: 855 (0) 7796 6151/855(0) 1620 0769
Website: www.phillipbank.com.kh

DUBAI
Phillip Futures DMCC
Member of the Dubai Goldand
Commodities Exchange (DGCX)

Unit No 601, PlotNo 58, White Crown Bldg,
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Dubai-UAE
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Important Information

This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which isa holder of a financial adviser’s license under
the Financial Advisers Act, Chapter110in Singapore.

By receiving or reading this report, you agree to be boundby the terms and limitations set out below. Any failure to comply with these terms and limitations may
constitute a violation of law. This report has been provided to you for personal use only andshall not be reproduced, distributed or published by you in wholeor in
part, for any purpose. If you have received this report by mistake, please delete or destroyit, and notify the sender immediately.

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this report has been obtained from public
sources which Phillip Securities Research believes to be reliable. However, Phillip Securities Research does not make any rep resentation or warranty, express or implied
that suchinformation or Researchis accurate, complete orappropriate or should be relied upon as such. Any suchinformation or Research containedin this report is
subjectto change, and Phillip Securities Research shall not have any responsibility to maintain or update the information or Research made available or tosupply any
corrections, updates or releases in connection therewith.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date indicatedand are subject to change at any time
without prior notice. Past performance of any productreferred toin thisreport is notindicative of future results.

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This report should not be relied upon exclusively or as
authoritative, without furtherbeing subject tothe recipient’s ownindependent verification and exercise of judgment. The fact that this report has been made available
constitutes neithera recommendationto enterintoa particular transaction, nor a representationthat any productdescribedin this report is suitable or appropriate
for the recipient. Recipients should be aware that manyof the products, which may be describedin this report involve significant risks and may notbe suitable for all
investors, and that any decision to enter into transactions involving such products should not be made, unless all such risks are understood and an independent
determinationhas beenmade that such transactions would be appropriate. Any discussion of the risks contained herein withrespect to any product should not be
considered to be a disclosure of all risks or acomplete discussion of such risks.

Nothing in this report shall be construed tobe an offer or solicitation for the purchase or sale of any product. Any decision to purchase any product mentioned in this
report should take into account existing publicinformation, including any registered prospectus in respect of such product.

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
personsinvolvedin theissuance of this report, may provide anarray of financial services toa large number of corporationsin Singapore and worldwide, including but
not limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting activities), brokerage orsecurities trading activities.
Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited t o its officers, directors, employees or
personsinvolved in theissuance of this report, may have participated in or invested intransactions with theissuer(s) of the securities mentioned inthis report, and
may have performed services for or solicited business from such issuers. Additionally, Phillip Securities Research, or persons associated with or connected to Phillip
Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may have provided advice or
investment services tosuch companies and investments or related investments, as maybe mentioned inthis report.

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
personsinvolvedin theissuance of this report may, from time totime maintain a long or short position in securities referred to herein, or inrelated futures or options,
purchase orsell, make a marketin, or engage inany other transactioninvolving such securities, and earn brokerage or other compensation inrespect of the foregoing.
Investments will be denominatedin various currencies including US dollars and Euro and thus will be subjectto any fluctuationin exchange rates between US dollars
and Euro or foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price orincome return of the
investment.

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Re search, including but not limited to its
officers, directors, employees or persons involved in the issuance of thisreport, mayat anytime engagein anyofthe above activities as set out above or otherwise
hold aninterest, whether material or not, in respect of companies and investments or related investments, which may be mentioned in this report. Accordingly,
information may be available to Phillip Securities Research, or persons associated with or connected to Phillip Securities Re search, including but not limited to its
officers, directors, employees or persons involved in the issuance of this report, which is not reflected in this report, and Phillip Securities Research, or persons
associated with or connected to Phillip Securities Research, including but not limited to its officers, di rectors, employees or personsinvolved in the issuance of this
report, may, to the extent permitted by law, have acted upon or used the information prior to or immediatelyfollowing its pu blication. Phillip Securities Research, or
persons associated with or connectedto Phillip Securities Research, including but notlimited its officers, directors, employees or persons involved in the issuanceof
this report, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of this report.

The information, tools and material presented hereinare notdirected, intended for distribution toor use by, any person or entityin any jurisdiction or country where
such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities Research to any
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

This reportis intended for general circulation only and does not take into account the specificinvestment objectives, financial situation or particular needs of any
particular person.The products mentionedin this report may notbe suitable for all investors and a personreceiving or reading this reportshould seek advice from a
professional andfinancial adviserregarding the legal, business, financial, tax and other aspects including the suitability of such products, taking into account the specific
investment objectives, financial situation or particular needs of that person, before making a commitment to invest inanyofsuch products.

This report is notintended for distribution, publication to or use by any person in anyjurisdiction outside of Singapore or any other jurisdictionas Phillip Securities
Research maydeterminein itsabsolute discretion.

IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES
Where the report contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact Phillip Securities Research (and not the relevant foreignresearchhouse)in Singapore at250 North
Bridge Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, in respect of any matters arising from, or in connection
with, the analyses or reports; and

(ii)  tothe extent that the analyses or reports are deliveredto and intended to be received byanyperson inSingapore whois not an accredited investor,
expert investor or institutional investor, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports.
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