PhillipCapital
Singapore Telecommunications Ltd

StocksBnB.com

Accounting spring cleaning, sprinkled with cash

SINGAPORE | TELECOMMUNICATIONS| UPDATE

Singtel announced exceptional non-cash impairment provisions of around S$3.1 bn in

BUY (Maintained)

02 May 2024

2HFY24. As a result, Singtel will report a net loss in 2H24. Reasons for the impairment  CLOSING PRICE SGD 2.380
include higher interestrates, the rollout of NBN, weaker enterprise spending, and softer ~ FORECAST DIV 5GD 0.107
diti TARGET PRICE SGD 2.800
macro conditions. TOTAL RETURN 22.1%
= Singtel also announced that Optus has signed an 11-year agreement to provide TPG
. . . . . . . COMPANY DATA
Telecom with access to Optus mobile network sites in regional Australia. Optus will e —
receive a service fee worth AS1.6bn over the 11 years. There is an A5900mn fixed fee . cyapes ) : 16,503
and AS690mn variableas the Optus 5G network rolls out. MARKET CAP (USD mn / SGD mn) : 28860/ 39278
*  We view the write-offs as one-offs without impacting our valuations. Singtel alsomade 327 WKHI/LO(sGD): 265/225
Lo . i . . 3M Average Daily T/O (mn) : 32.45
a SS1bn goodwill impairment on Optus in FY23. Sharing networks with TPG would be
positive in terms of conserving cash flows and reducing excess capacity if TPG were t0  mAJOR SHAREHOLDERS
roll out its network. We maintain BUY with an unchanged target price of S$2.80. We  Temasek Holdings Pte Ltd 52.0%
expect Singtel's operational performance to improve as mobile price repair occurs in
multiple countries. Other share price catalysts include plans to monetise S$4bn of assets  ZRICE PERFORMANCE (%) —
further, SS600mn of operating expense savings, and GPU-as-a-Service with Nvidia. ooy oy 2o 49
STTF 2.7 5.7 25
The $$3.1bn of non-cash impairment, largely from Australia PRICE Vs, STTF
Type SSmn Comments Reasons o0
Weaker prospects in enterprise
Impairment provision on the market, increased cost of capital .
Optus Goodwill 2,000 mPATMeNtP P 260
goodwill of Optus and softer macroeconomy
outllook. 240 1
Optus impairment of R .
L . ) . . Steep declines in fixed carriage 220 . . .
Optus enterprise fixed assets 470  enterprise fixed access revenue Apr-23 23 oct.23 Jan2a Apr-24
network assets. : ST SP equity STTF Index
Impairment Asia Pacific General business weakness on rce: Bloomber,
Asia Pacific Cyber Security goodwill 340 P . X . Source: Bloomberg, PSR
cyber security business. lower corporate spending. KEY FINANCIALS
Impairment for NCS
NCS Australia 280 A o i Higher cost of capital. Y/E Mar, SGDbn FY22  FY23  FY2de  FY25e
ustralia. Revenue 15.34 14.62 1458 15.04
3,090 EBITDA 377 369 365 3.8
Source: Company, PSR Net Profit 1.92 205 211 250
DPS (cents) 9.3 149 107  11.0
The exceptional provisions will not impact Singtel’s dividend policy (70% and 90% of E/P:&‘:’ :e“ts) ;g E: i;: 12;
underlying net profit). Singtel is on track to pay at the upper end of its dividend policy for i igend vield 39%  63%  45%  4.6%
FY24 (PSR: 84% payout ratio). ROE 7.0%  7.6%  84% 10.2%
ROA 4.0% 4.3% 4.7% 5.5%

Network sharing agreement between Optus and TPG Telecom

Page | 1
Ref.No.

What will Optus provide? Optus will provide TPG Telecom access to its 2,444 regional
radioaccess network sites in regional Australia, of which only 200 are 5G enabled. Optus
will accelerateits 5Gsites inregional Australia to 1,500 by 2028 and 2,444 by end-2030.
There is an option for TPG Telecom to extend the agreement for a further five years.
Optus will receivetotal service fees of around AS1.6bn over the 11-year agreement (net
of the spectrum fees A$1.17bn).

What will TPG provide? TPG will license some of its spectrum to Optus. Optus will pay
AS420mn over the entire 11-year term for the use of the spectrum, which allows Optus
to improve the capacity of its network without requiring more network sites.

Source: Company, PSR
VALUATION METHOD

Sum Of Parts - 6x EV/EBITDA; 20% disc. on assoc.
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Income Statement

Singtel Limited REIS

P PhillipCapital

Balance Sheet

Y/E Mar, SGD 'Mn FY21 FY22 FY23 FY24e FY25e Y/E Mar, SGD 'Mn FY21 FY22 FY23 FY24e FY25e
Revenue 15,644 15,339 14,624 14,583 15,041 ASSETS
Operating Profit 3,690 3,614 3,491 3,496 3,645 Accounts receivables 5,444 5,245 5,013 4,812 4,964
EBITDA 3,832 3,767 3,686 3,646 3,825 Cash 755 2,130 1,668 1,478 1,367
Depreciation & Amortisation (2,685) (2,723) (2,574) (2,557) (2,557) Inventories 272 270 346 292 301
EBIT 1,147 1,045 1,112 1,089 1,268 Others 62 485 1,556 1,556 1,556
Net Finance Inc/(Exp) (398) (404) (416) (291) (346) Total current assets 6,532 8,130 8,583 8,138 8,188
Associates 607 1,653 1,827 1,687 2,092 PPE & IA 24,663 22,870 21,374 18,317 21,060
Profit before tax 754 2,621 2,598 721 3,059 Others 16,803 18,131 16,573 17,086 17,710
Taxation (194) (662) (365) (414) (551) Total non-current assets 41,466 41,001 37,947 35,403 38,770
Non-controlling interest (6) (11) (8) (2) (13) Total Assets 47,998 49,131 46,530 43,541 46,958
Net profit, reported 554 1,949 2,225 305 2,496
Exceptional (1,179) 25 172 (1,808) - LIABILITIES
Net profit, adjusted 1,733 1,924 2,053 2,113 2,496 Accounts payables 5,977 5,596 5,310 4,666 4,813
Short term loans 1,880 1,841 1,202 1,202 1,202
Tax payable 268 769 731 731 731
Total current liabilities 9,137 9,055 8,299 7,656 7,802
Long term loans 10,826 10,254 9,911 9,411 8,911
Deferred tax liabilites 499 499 543 543 543
Others 1,026 1,213 1,764 1,764 1,764
Per share data (SGD Cents) Total non-current liabilities 12,350 11,967 12,217 11,717 11,217
Y/E Mar FY21 FY22 FY23 FY24e FY25e Total Liabilities 21,487 21,022 20,516 19,372 19,019
EPS, reported 3.4 11.8 13.4 1.8 15.1
EPS, adjusted 10.6 11.6 12.4 12.8 15.1 EQUITY
DPS 7.5 9.3 14.9 10.7 11.0 Non-controlling interests 26 (15) 9 11 23
BVPS 161.9 169.9 157.1 145.9 150.5 Shareholder Equity 26,486 28,124 26,005 24,158 24,916
Cash Flow Valuation Ratios
Y/E Mar, SGD 'Mn FY21 FY22 FY23 FY24e FY25e Y/E Mar FY21 FY22 FY23 FY24e FY25e
CFO P/E (X)-ad]. 225 20.5 19.2 18.6 15.8
Profit before tax 754 2,621 2,598 721 3,059 P/B (X) 1.5 1.4 1.5 1.6 1.6
Adjustments 3,002 1,136 1,048 4,118 766 EV/EBITDA (X) 13.3 13.0 13.1 13.2 12.5
WC changes 584 270 (70) (388) (14) Growth & Margins
Cash generated from ops 4,340 4,027 3,576 4,450 3,811 Growth
Tax paid (164) (352) (347) (414) (551) Revenue -5.4% -1.9% -4.7% -0.3% 3.1%
Cashflow from ops 5,609 5,298 4,776 5,210 4,728 EBITDA -15.6% -1.7% -2.2% -1.1% 4.9%
CFl EBIT -41.5% -8.9% 6.4% -2.0% 16.4%
CAPEX & IA, net (2,214) (2,217) (2,162) (2,500) (2,300) Net profit, adj. -29.5% 11.0% 6.7% 2.9% 18.1%
Others (238) 1,850 (22) 44 45 Margins
Cashflow from investments (2,666) (644) (2,302) (2,456) (2,255) Gross margin 23.6% 23.6% 23.9% 24.0% 24.2%
CFF EBITDA margin 24.5% 24.6% 25.2% 25.0% 25.4%
Share issuance, net - - - - - EBIT margin 7.3% 6.8% 7.6% 7.5% 8.4%
Loans, net of repayments (1,067) (1,650) 542 (500) (500) Net profit margin 11.1% 12.5% 14.0% 14.5% 16.6%
Dividends (1,273) (1,139) (1,964) (2,152) (1,738) Key Ratios
Others (850) (477) (1,519) (291) (346) ROE 6.5% 7.0% 7.6% 8.4% 10.2%
Cashflow from financing (3,190) (3,266) (2,941) (2,943) (2,585) ROA 3.6% 4.0% 4.3% 4.7% 5.5%
Net change in cash (247) 1,387 (467) (189) (111) Dividend Payout 70.8% 80.0% 120.2%  579.9% 73.0%
CCE, end 741 2,149 1,644 1,455 1,344 Dividend Yield 3.2% 3.9% 6.3% 4.5% 4.6%

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 or absence of stock price catalysts,
and speculative undertones surrounding the stock, before making our final recommendation
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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, Chapter110inSingapore.

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 bereproduced, 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 tobe 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 berelied 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 to supply 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 many of the products, which may be describedin this report involve significant risks and may not be 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 corporations in 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 to its officers, directors, employees or
personsinvolved in theissuance of thisreport, may have participated in or invested intransactions with theissuer(s) of the securities mentioned in this 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 or income 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 personsinvolved in theissuance of thisreport,mayat anytime engagein anyofthe above activitiesasset 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, directors, employees or persons involved 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 connected to Phillip Securities Research, including but notlimited its officers, directors,employees or personsinvolved 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
registrationor licensing or other requirement, or penalty for contravention of such requirements within suchjurisdiction.

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 not be suitable for all investors and a personreceiving or reading this report should 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 its absolute 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 tocontact 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 inconnection
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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