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Company update 

Singtel 
Singapore | Communication Services 

 

Research Team  
  

 

Rating  BUY (as at 31 May 2021) 

Last Close SGD 2.42  

Fair Value SGD 2.89    
 

Hitting the reset button 

• Key strategic initiatives to close the valuation gap; 

embracing partners and putting options on the table 

• Dividend policy of 60% - 80% of underlying net profit 

• FV of SGD2.89 

Investment thesis 
Singtel’s 2HFY21 operating revenue was down 0.7% 

YoY to SGD8.2b while EBITDA fell 12.2% YoY. The 

Singapore consumer market saw roaming and prepaid 

services impacted from the ongoing travel restrictions, 

while Australia saw a decline in NBN migration revenue 

and lower retail fixed margins due to a higher mix of 

low margin NBN customers. FY21’s underlying net profit 

of SGD1.7b missed ours and consensus expectations, 

while 2HFY21 DPS was significantly lower at 2.4 S-cents, 

bringing full-year DPS to 7.5 S-cents. Management 

highlighted a number of key strategic initiatives moving 

forward, and we are encouraged by their focus on 

increasing ROIC from mid-signal-digit levels to low-to-

mid-teens over the longer term. We believe that 

management straddles a delicate balance between 

delivering yield while at the same time growing and 

delivering on the various strategies. The group will 

adopt a dividend policy of distributing between 60% - 

80% of underlying net profit, and is guiding for 

sustainable dividends in-line with earnings and 

cashflow generation. Singtel has had an ESG rating of 

‘AA’ by MSCI over the past few years, and MSCI opines 

that the group continues to institute strong policies to 

address potential risks related to labor management 

complexity, cyber-security, ethics, and human rights. 

Singtel scores well on a number of key issues relative to 

the industry average, and we thus assign a 10% 

premium; following adjustments, our FV rises slightly 

from SGD2.85 to SGD2.89.  

Investment summary 
• DPS cut – Singtel’s 2HFY21 operating revenue was 

down 0.7% YoY to SGD8.2b while EBITDA fell 12.2% 

YoY. The Singapore consumer market saw roaming 

and prepaid services impacted from the ongoing 

travel restrictions, while Australia saw a decline in 

 
 

 
 

 

 

 

 

Security information

Ticker STEL.SI

Market Cap (USD b) 30.2

Daily turnov er (SGD m) 32.2

Free Float 95%

Shares Outstanding (m) 16,507

Top Shareholder Temasek Holdings Pte. Ltd. 52.0%

Price performance chart

Financial summary

SGD m FY21 FY22F FY23F

Rev enue 15,644 15,633 15,946

EBITDA 3,832 3,857 4,086

PATMI 553.7 2,159 2,517

EPS (S-cents) 3.4 13.2 15.4

DPS (S-cents) 7.5 10.0 12.0

Key ratios

 FY21 FY22F FY23F

EBITDA margin (%) 24.5 24.7 25.6

ROE (%) 2.1 8.0 9.1

Div idend yield (%) 3.1 4.1 5.0

Source: Refinitiv , Company, Internal estimates
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NBN migration revenue and lower retail fixed 

margins due to a higher mix of low margin NBN 

customers. In terms of associates, post-tax profit 

contribution fell 5.1% YoY with the drag coming from 

Telkomsel and Globe, partly mitigated by improved 

operational performance from Airtel. FY21’s 

underlying net profit of SGD1.7b missed ours and 

consensus expectations, while 2HFY21 DPS was 

significantly lower at 2.4 S-cents, bringing full-year 

DPS to 7.5 S-cents.  

• Strategic initiatives to unlock value – Management 

highlighted a number of key strategic initiatives, 

including (a) reinvigorating the core (e.g. advance 

digital transformation), (b) capitalising on growth 

trends (e.g. transform NCS into Asian B2B digital 

services champion), (c) reallocating capital, 

unlocking value (e.g. drive monetisation & value 

crystallisation across the portfolio), and (d) 

championing people and sustainability. 

Management noted that its stakes in its associates 

are strategic ones, but are still open to examining 

options and working with associates so as to better 

reflect the underlying value of Singtel’s holdings. 

With digital investments, management shared that 

they are looking to partner digital native companies, 

which would be a more pragmatic approach in 

scaling and capturing market opportunities faster. 

We are also encouraged by management’s focus 

on increasing ROIC from mid-signal-digit levels to 

low-to-mid-teens over the longer term. We believe 

that management straddles a delicate balance 

between delivering yield while at the same time 

growing and delivering on the various strategies.  

• FV of SGD2.89 – In terms of the FY22 outlook, the 

group expects ~SGD1.3b in dividends from its 

regional associates, and expects capex (including 

5G networks) to come up to ~SGD2.4b. The group 

will adopt a dividend policy of distributing between 

60% - 80% of underlying net profit, and is guiding for 

sustainable dividends in-line with earnings and 

cashflow generation. Singtel has had an ESG rating 

of ‘AA’ by MSCI over the past few years, and MSCI 

opines that the group continues to institute strong 

policies to address potential risks related to labor 

management complexity, cyber-security, ethics, 

and human rights. Singtel scores well on a number of 

key issues relative to the industry average, and we 

thus assign a 10% premium; following adjustments, 

our FV rises slightly from SGD2.85 to SGD2.89. 
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Potential catalysts 
• Stronger-than-expected recovery in associates’ 

contributions 

• Significant dividend hike 

• Strong recovery from Covid-19 

Investment risks 
• Prolonged drag from Covid-19 

• Further cuts to dividend 

• Stronger-than-expected competition in Singapore 

and/or Australia 

• Inability of strategic review to unlock initiatives 

Valuation analysis 

 

 

 

  

FY22F FY23F FY22F FY23F FY22F FY23F FY22F FY23F FY22F FY23F

SINGAPORE TELECOMMUNICATIONS LTD (STEL.SI) 15.9 13.7 1.4 1.4 11.9 12.0 4.7 5.4 9.1 10.3

NETLINK NBN TRUST (NETL.SI) 37.9 36.1 1.4 1.4 15.6 15.3 5.4 5.4 3.5 3.8

STARHUB LTD (STAR.SI) 15.7 14.6 4.0 3.8 6.3 6.0 5.0 5.6 26.8 27.6

Source: Refinitiv

Price/Earnings Price/Book EV/EBITDA Dividend Yield (%) ROE (%)

Price/Earnings chart Price/Book chart

Source: Refinitiv Source: Refinitiv
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Company overview (as of 11 March 2019) 

Company description 

Singtel has 140 years of operating experience and has played a pivotal role in the Singapore’s 

development as a major communications hub. Optus, Singtel’s subsidiary in Australia, is a leader in 

integrated telecommunications, constantly raising the bar in innovative products and services.  

Singtel is also strategically invested in leading companies in Asia and Africa, including Bharti Airtel (India, 

South Asia and Africa), Telkomsel (Indonesia), Globe Telecom (the Philippines) and Advanced Info Service 

(Thailand). Singtel works closely with its associates, leveraging its scale in networks, customer reach and 

extensive operational experience to lead and shape the communications industry. Together, the group 

serves over 700 million mobile customers around world.  

Singtel is one of the largest listed Singapore companies on the Singapore Exchange by market 

capitalisation. The group has a vast network of offices throughout Asia Pacific, Europe and the USA, and 

employs more than 23,000 staff worldwide. 

 

 

 

 

FY21 revenue breakdown FY21 Share of associates' post-tax profits*

Source: Company, Internal estimates Source: Company, Internal estimates

*Excl Group's share of associates' one-off items classified 

as exceptional items of the Group

Group Consumer (56.2%)

Group Enterprise (38.0%)

Group Digital Life (5.9%)
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Earning per share (S-cents) Dividends per share (S-cents)

Source: Company, Internal estimates Source: Company, Internal estimates
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Company financials    

 
 

Income Statement
In Millions of SGD except Per Share FY2017 FY2018 FY2019 FY2020 FY2021

12 Months Ending 31/03/2017 31/03/2018 31/03/2019 31/03/2020 31/03/2021

Revenue 16,711.4 17,268.0 17,371.7 16,542.3 15,644.0

  - Cost of Rev enue 6,483.7 7,179.6 7,834.6 7,666.6 --

Gross Profit 10,227.7 10,088.4 9,537.1 8,875.7 --

  + Other Operating Income -- -- -- -- --

  - Operating Expenses 7,470.1 5,392.8 6,999.2 6,498.9 15,101.5

Operating Income or Losses 2,757.6 4,695.6 2,537.9 2,376.8 542.5

  - Interest Expense 374.5 362.8 373.1 442.4 389.9

  - Foreign Exchange Losses (Gains) -- -- -- -- --

  - Net Non-Operating Losses (Gains) -2,132.3 -1,822.1 -1,581.1 369.0 -601.4

Pretax Income 4,515.4 6,154.9 3,745.9 1,565.4 754.0

  - Income Tax Expense (Benefit) 684.4 703.0 674.8 513.2 194.1

Income Before XO Items 3,831.0 5,451.9 3,071.1 1,052.2 559.9

  - Extraordinary Loss Net of Tax -- -- -- -- --

  - Minority/Non Controlling Interests (Credits) -21.7 -21.1 -23.4 -22.4 6.2

Net Income/Net Profit (Losses) 3,852.7 5,473.0 3,094.5 1,074.6 553.7

Net Inc Avail to Common Shareholders 3,852.7 5,473.0 3,094.5 1,074.6 553.7

  Abnormal Losses (Gains) -- -- -- -- --

  Tax Effect on Abnormal Items -- -- -- -- --

Normalized Income 3,838.7 3,769.4 3,010.8 769.3 1,013.2

Basic Earnings per Share 0.2 0.3 0.2 0.1 0.0

  Basic Weighted Av g Shares 16,082.1 16,322.6 16,322.3 16,322.4 16,361.9

Diluted EPS Before Abnormal Items 0.2 0.3 0.2 0.1 0.0

Diluted EPS Before XO Items 0.2 0.3 0.2 0.1 0.0

Diluted EPS 0.2 0.3 0.2 0.1 0.0

  Diluted Weighted Av g Shares 16,109.3 16,344.3 16,342.3 16,349.2 16,386.5

Profitability Ratios
FY2017 FY2018 FY2019 FY2020 FY2021

12 Months Ending 31/03/2017 31/03/2018 31/03/2019 31/03/2020 31/03/2021

Returns

Return on Common Equity 14.49 18.89 10.39 3.80 2.08

Return on Assets 8.33 11.25 6.31 2.15 1.15

Return on Capital 1.50 1.41 1.39 1.37 1.39

Return on Inv ested Capital 2.61 2.62 2.39 2.01 2.27

Margins

Operating Margin 16.50 27.19 14.61 14.37 3.47

Incremental Operating Margin 0.99 1.65 0.54 0.98 0.24

Pretax Margin 27.02 35.64 21.56 9.46 4.82

Income before XO Margin 23.05 31.69 17.81 6.50 3.54

Net Income Margin 23.05 31.69 17.81 6.50 3.54

Net Income to Common Margin 23.05 31.69 17.81 6.50 3.54

Additional

Effectiv e Tax Rate 15.16 11.42 18.01 32.78 25.74

Dv d Payout Ratio 73.17 52.26 92.42 186.37 221.96

Sustainable Growth Rate 14.38 18.80 10.30 3.72 2.03

Credit Ratios
FY2017 FY2018 FY2019 FY2020 FY2021

12 Months Ending 31/03/2017 31/03/2018 31/03/2019 31/03/2020 31/03/2021

Total Debt/EBIT 4.07 3.74 4.33 7.26 11.15

Net Debt/EBIT 3.87 3.55 4.12 6.75 10.50

EBIT to Interest Expense 7.37 7.73 6.60 4.41 2.96

Long-Term Debt/Total Assets 16.71 17.87 17.96 20.84 22.55

Net Debt/Equity 0.38 0.34 0.34 0.49 0.46

Source: Refinitiv



 

 

 

 
Important disclosures 

ANALYST DECLARATION:   

The analyst(s) who prepared this report certifies that the opinions contained herein accurately and exclusively reflect 
his or her views about the securities of the listed entity, and that he or she has taken reasonable care to maintain 
independence and objectivity in respect of the opinions herein. 

The analyst(s) who wrote this report does not hold any financial interests in the listed entity. The analyst’s/analysts’ 
connected persons do not hold any financial interests in the listed entity. 

The analyst(s) does not receive compensation directly or indirectly related to the inclusion of specific recommendations 
or views in this report. The reporting line of the analyst(s) is separate from and independent of the business solicitation or 
marketing departments of Oversea-Chinese Banking Corporation Limited (“OCBC Bank”) Group. 

The analyst(s) or his/her associate confirms that he or she does not serve as directors or officers of the listed entity, and 
the listed entity or other third parties have not provided or agreed to provide any compensation or other benefits to the 
analyst(s) in connection with this report. 

DISCLAIMER FOR RESEARCH REPORT 

This report is solely for information and general circulation only and may not be published, circulated, reproduced or 
distributed in whole or in part to any other person without the written consent of OCBC Investment Research Private 
Limited (“OIR” or “we”). This report should not be construed as an offer or solicitation for the subscription, purchase or 
sale of the securities mentioned herein or to participate in any particular trading or investment strategy. Whilst we have 
taken all reasonable care to ensure that the information contained in this publication is not untrue or misleading at the 
time of publication, we cannot guarantee its accuracy or completeness, and you should not act on it without first 
independently verifying its contents. Any opinion or estimate contained in this report is subject to change without 
notice. We have not given any consideration to and we have not made any investigation of the investment objectives, 
financial situation or particular needs of the recipient or any class of persons, and accordingly, no warranty whatsoever 
is given and no liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of the 
recipient or any class of persons acting on such information or opinion or estimate. You may wish to seek advice from a 
financial adviser regarding the suitability of the securities mentioned herein, taking into consideration your investment 
objectives, financial situation or particular needs, before making a commitment to invest in the securities. In the event 
that you choose not to seek advice from a financial adviser, you should consider whether investment in securities and 
the securities mentioned herein is suitable for you. Oversea-Chinese Banking Corporation Limited (“OCBC Bank”), Bank 
of Singapore Limited (“BOS”), OIR, OCBC Securities Private Limited (“OSPL”) and their respective connected and 
associated corporations together with their respective directors and officers may have or take positions in the securities 
mentioned in this report and may also perform or seek to perform broking and other investment or securities related 
services for the corporations whose securities are mentioned in this report as well as other parties generally. There may 
be conflicts of interest between OCBC Bank, BOS, OIR, OSPL or other members of the OCBC Group and any of the 
persons or entities mentioned in this report of which OIR and its analyst(s) are not aware due to OCBC Bank’s Chinese 
Wall arrangement. 

The information provided herein may contain projections or other forward looking statements regarding future events or 
future performance of countries, assets, markets or companies. Actual events or results may differ materially. Past 
performance figures are not necessarily indicative of future or likely performance. 

Privileged / confidential information may be contained in this report. If you are not the addressee indicated in the 
message enclosing the report (or responsible for delivery of the message to such person), you may not copy or deliver 
the message and/or report to anyone. Opinions, conclusions and other information in this document that do not relate 
to the official business of OCBC Bank, BOS, OIR, OSPL and their respective connected and associated corporations shall 
be understood as neither given nor endorsed. 

RATINGS AND RECOMMENDATIONS: 

- OIR’s technical comments and recommendations are short-term and trading oriented. 

- OIR’s fundamental views and ratings (Buy, Hold, Sell) are medium-term calls within a 12-month investment horizon.  

- As a guide, OIR’s BUY rating indicates a total expected returns (excluding dividends) in excess of 10% based on the 
current price; a HOLD rating indicates total expected returns (excluding dividends) within +10% and -5%; a SELL 
rating indicates total expected returns (excluding dividends) less than -5%. For REITs and Business Trusts, total 
expected returns including dividends apply. 

-  For companies with market capitalisation of S$150m and below, OIR’s BUY rating indicates a total expected returns 
(excluding dividends) in excess of 30%; a HOLD rating indicates total expected returns (excluding dividends) within a 
+/-30% range; a SELL rating indicates total expected returns (excluding dividends) less than -30%. For REITs and 
Business Trusts, total expected returns including dividends apply. 
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