StarHub Limited
Pop in dividends

SINGAPORE | TELECOMMUNICATIONS | 4Q23 RESULTS

»  4Q23 results were within expectations. FY23 revenue and EBITDA were 99%/101% of our
FY23 estimates. The full-year dividend was 6.7 cents, a 34% YoY rise and ahead of our 5 cents
estimate.

= Revenue guidancefor FY24ewas for weaker growth of 1-3% (FY23: +5.5%). We believe mobile
revenue faces stiffer competition from lower-end price plans, thus impeding ARPU growth
despite contributions from higher-margin roaming revenue.

= The increase in FY24e dividend guidance from 5 cents to at least 6 cents has placed a
minimum yield of at least 5% at the current price. Our target price is raised from S$1.21 to
$$1.29 as we roll over our earnings to FY24e. We peg valuation to 6.5x FY24e EV/EBITDA, in
line with other mobile peers. It will be another year of investment and slow growth for
StarHub with its DARE+ initiative. The expected spend is S$80mn in FY24e, of which $$32mn
is opex and S$48mn capex. Any premium valuations (or re-rating) for StarHub will depend on
the efficiency and revenue gains from DARE+. This is elusive so far. Another catalyst will be
monetisation or operating leverage at Ensign, the cybersecurity operations.

Results at a glance

SGD mn 4Q23 4Q22 YoY 3023 QoQ Comments (YoY)

Revenue 644.9 6779 -49% 622.1 3.7% 18% decline in equipment revenue.
- Mobile 153.0 153.1 -0.1% 153.3 -0.2% Postpaid ARPU +3%, subs. +1%.

- Entertainment 57.4 64.5 -11.0% 56.7 1.2% ARPU +2%, Subs. -10%.

- Broadband 61.7 62.9 -19% 624 -1.1% ARPU +0%, Subs. +0%.

- Cyber security 106.0 101.1 4.8% 1151 -7.9%

Operating expenses -579.7 -667.0 -13.1% -568.7 1.9%

EBITDA 1236 77.8 589% 1139 8.5%

Service EBITDA 112.7 658 71.3% 1064 5.9%

EBITDA margin 19.2% 11.5% 7.7% 18.3% 0.9%

Service EBITDA margin 21.4% 123% 9.1% 20.2% 1.1%

PATMI 356 -26.2 n.m. 373  -4.6%

DPS - Interim (cents) 4.2 2.5 68.0% 0.0 n.m. Above guidance of at least 5 cents.

Source: Company, PSR

The Positives

+ Jump in dividends supported by FCF. The final dividend was 4.2 cents, up 68% YoY. Full-year
dividend payout was 80%. It alighs with management guidance to distribute at least 80% of
earnings or 5 cents, whichever is higher. The company mentioned it generated a free cash flow
(FCF) of S$186mn, sufficient to cover the S$115mn in dividends. However, we believe lease
payments of S$37mn should be deducted from FCF as it is operating in nature.

The Negative

- Slower services revenue. Service revenue declined 1.4% YoY in 4Q23 to S$527mn, the first
decline intwo years. Most segments were weak. Despite roaming revenue, mobile ARPU only rose
3% YoY to S$33. Entertainment revenue declined due to the absence of World Cup 4Q22. ARPU
for broadband was flat YoY at S$34 as competition is accelerating ahead of the entry of Simba,
the fourth mobile operator.
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KEY FINANCIALS
Y/E Dec, SGDmn FY22 FY23 FY24e FY25e
Revenue 2,327 2,373 2,388 2,530
EBITDA 417 467 478 536
Net Profit 62 150 154 189
DPS (SS cents) 5.0 6.7 7.0 7.5
Dividend Yield 44% 59% 6.1% 6.6%
ROE 13.2% 25.6% 26.0% 29.0%
ROA 22% 4.8% 54% 6.6%

Source: Company, PSR

VALUATION METHOD
6.5x EV/EBITDA FY24e

Paul Chew
Head Of Research
paulchewkl@phillip.com.sg
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Outlook

Revenue growthis becoming more challenging for StarHub. Service revenue guidance in FY23 was
cut from 8-10%to 3-5% in November. FY24 guidance is slowing further to 1-3% (Figure 1). We
believe competition is rising in mobile and broadband, especially from lower priced plans.

The enterprise operations, particularly regional ICT, are facing a decline despite recent
acquisitions. EBITDA margins are unchanged as enterprise operations face lower margins.

Figure 1: Revenue growth is softening

Category Metric FY23 FY24e
StarHub PSR
Service revenue * % YoY 5.5% 1-3% 2.3%
Service EBITDA % margin 21.7%  ~22% 21.9%
Capex % of revenue 8.8% 11-13%  10.0%
Dividends Cts per share 6.7 >=6.0 7.0

Source: Company, PSR *Exclude D'Crypt revenue

Maintain ACCUMULATE with higher TP of $$1.29 (prev. $5$1.21)
Our target price is based on regional peers’ 6.5x FY23e EV/EBITDA.
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Income Statement
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Balance Sheet

Y/E Dec, SGDmn Fy21 FY22 FY23 FY24e FY25e Y/E Dec, SGDmn FY21 FY22 FY23 FY24e FY25e
Revenue 2,043 2,327 2,373 2,388 2,530 ASSETS
Operating Profit 232 155 226 227 273 Accounts receivables 192 243 278 239 253
EBITDA 506 417 467 478 536 Cash 833 574 502 371 452
Depreciation & Amortisation (279) (267) (241) (251) (263) Inventories 50 66 47 48 51
EBIT 227 151 226 227 273 Amt due from related parties 15 18 19 19 19
Net Finance Inc/(Exp) (49) (45) (41) (42) (42) Others 196 158 140 140 140
Profit before tax 190 93 197 201 246 Total current assets 1,603 1,419 1,381 1,211 1,310
Taxation (40) (23) (51) (46) (57) PPE & IA 1,407 1,441 1,363 1,351 1,291
Net profit before NCI 150 70 146 155 190 Others 148 137 124 124 124
Non-controlling interest 1 8 (4) 1 1 Total non-current assets 1,640 1,715 1,654 1,642 1,582
Net profit, reported 149 62 150 154 189 Total Assets 3,243 3,134 3,035 2,853 2,891
LIABILITIES
Accounts payables 694 824 709 549 582
Short term loans 226 137 11 11 11
Amt Due to related parties 24 42 34 34 34
Tax payable 57 35 56 56 56
Total current liabilities 1,004 1,160 961 801 833
Long term loans 1,139 1,014 1,128 1,078 1,028
Deferred tax liabilites 92 87 72 72 72
Others 76 57 47 47 47
Total non-current liabilities 1,453 1,290 1,369 1,319 1,269
Per share data (SGD Cents) Total Liabilities 2,547 2,450 2,330 2,120 2,103
Y/E Dec FY21 FY22 FY23 FY24e FY25e
EPS, reported 8.2 3.1 8.2 8.5 10.5 EQUITY
DPS 6.4 5.0 6.7 7.0 7.5 Non-controlling interests 107 153 137 137 137
BVPS 34.0 30.7 33.0 34.6 37.8 Shareholder Equity 590 531 569 597 652
Cash Flow Valuation Ratios
Y/E Dec, SGDmn FY21 FY22 FY23 FY24e FY25e Y/E Dec FY21 FY22 FY23 FY24e FY25e
CFO P/E (X) 14.0 36.3 13.9 13.5 10.9
Profit before tax 190 93 197 201 246 P/B (X) 33 3.7 35 33 3.0
Adjustments 326 332 275 280 294 EV/EBITDA (X) 5.2 6.5 5.9 5.9 5.0
WC changes 224 19 (72) (121) 16
Cash generated from ops 740 444 400 360 555 Growth & Margins
Tax paid (83) (60) (41) (46) (57) Growth
Cashflow from ops 657 384 359 314 499 Revenue 0.7% 13.9% 2.0% 0.6% 5.9%
CFI EBITDA -6.0% -17.5% 12.1% 2.3% 12.1%
CAPEX (173) (161) (173) (239) (202) EBIT -2.0% -33.6%  50.3% 0.5%  20.0%
Others (114) (74) (23) 13 11 Net profit, adj. -6.3%  -53.5% 108.9% 6.3% 22.3%
Cashflow from investments (287) (235) (195) (226) (191) Margins
CFF Gross margin 11.3% 6.6% 9.5% 9.5% 10.8%
Share issuance, net 0 0 0 0 0 EBITDA margin 24.8% 17.9% 19.7% 20.0% 21.2%
Loans, net of repayments 198 (211) (3) (50) (50) EBIT margin 11.1% 6.5% 9.5% 9.5% 10.8%
Dividends (87) (111) (86) (119) (126) Net profit margin 7.3% 3.0% 6.1% 6.5% 7.5%
Others 134 (293) (123) (100) (100) Key Ratios
Cashflow from financing 48 (404) (210) (219) (226) ROE (%) 254 13.2 25.6 26.0 29.0
Net change in cash 418 (255) (46) (132) 82 ROA (%) 4.6 2.2 4.8 5.4 6.6
CCE, end 821 567 498 366 448 Dividend Yield (%) 5.6 4.4 5.9 6.1 6.6
Dividend Payout (%) 78 159 82 83 72

Source: Company, Phillip Securities Research (Singapore) Estimates
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Ratings History
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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 reportis prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a holder of a financial adviser’s license under
the Financial Advisers Act, Chapter 110inSingapore.

By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitati ons may
constitute a violation of law. This report has been provided to you for personal use only and shall not be reproduced, distributed or published by you in whole or in
part, for any purpose. If you have received this report by mistake, pleasedelete or destroy it, and notify the sender immedi ately.

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

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date indicated and are subject to change at any time
without prior notice. Pastperformance of any product referred to in this reportis 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 further being subject to the recipient’s own independent verification and exer cise of judgment. The factthat this report has been made available
constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this report is suitable or appropriate
for the recipient. Recipients should be aware that many of the products, which may be described in this report involvesignificantrisksand may n ot be suitablefor 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
determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein with respect to any product should not be
considered to be adisclosureofall risks or a complete discussion of suchrisks.

Nothing inthis report shall be construed to be an offer or solicitation for the purchaseor sale of any product. Any decisionto purchaseany product mentioned in this
report should take into accountexisting public information, includingany 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
persons involved in the issuance of this report, may provide anarray of financial servicesto a large number of corporations in Singa poreand worldwide, including but
not limited to commercial /investment bankingactivities (including sponsorship, financial advisory or underwriting activities), brokerage or securities 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
persons involved in the issuance of this report, may have participated in or invested in transactions with the issuer(s) of the securiti es 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 to such companies and investments or related investments, as may be mentioned in this report.

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 inthe issuance of this report may, from time to time maintain alongorshortpositioninsecurities referred to herein, orinrelated futures or options,
purchaseor sell, make a market in, or engage inany other transaction involving such securities, and earn brokerage or other compensation in respect of the foregoing.
Investments will be denominated invarious currencies including US dollarsand Euro and thus will be subjectto any fluctuati onin 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 Research, including but not limited to its
officers, directors, employees or persons involved in the issuance of this report, may at any time engage in any of the 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 Research, 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 immediately foll owingits publication. Phillip Securities Research, or
persons associated with or connected to Phillip Securities Research, includingbut not limited its officers, directors, employees or persons involved in the issuance of
this report, may have issued other material thatis inconsistentwith, or reach different conclusions from, the contents of this report.

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity inany jurisdiction or country where
such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subj ect Phillip Securities Research to any
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

This report is intended for general circulation only and does not take into account the specific investment objectives, finan cial situation or particular needs of any
particular person. The products mentioned in this report may not be suitablefor all investors and a person receiving or readingthis report should seek advice from a
professional and financial adviser regardingthelegal, business, financial, tax and other aspects including the suitability of such products, takinginto account the specific
investment objectives, financial situation or particular needs of that person, before makinga commitment to investinanyof such products.

This report is notintended for distribution, publication to or use by any person in any jurisdiction outside of Singapore or any other jurisdiction as Phillip Securities
Research may determine inits absolutediscretion.

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 areto contact Phillip Securities Research (and not the relevant foreign research house) inSingaporeat 250 North
Bridge Road, #06-00 Raffles City Tower, Singapore179101, telephone number +65 6533 6001, in respect of any matters arising from, or in connection
with, the analysesor reports;and

(ii) to the extent that the analyses or reports aredelivered to and intended to be received by any person inSingaporewho is notan accredited investor,
expert investor or institutionalinvestor, Phillip Securities Research accepts legal responsibility for the contents of the a nalyses or reports.
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