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SECTOR UPDATE 

Telecommunications – Singapore 
5G SA Rollout On Track; ARPU Rise To Partly Arrest Dilution From SIM Plans 
The 5G standalone rollout is on track to achieve 50% population coverage by end-22. 
We expect the competitive landscape to remain benign as incumbents focus on 
monetising 5G services. A back-test of the 3G and 4G technological transition 
suggests telcos benefit from a new product/customer base, and this will likely come 
from the enterprise solution in the 5G era. Industry consolidation/JV will help to 
stabilise ROICs. Maintain OVERWEIGHT. Top picks: Netlink and Singtel.  

WHAT’S NEW 
• 5G standalone rollout is on track... Singtel, StarHub and M1 are currently focused on 

the expansion of the 5G-standalone (SA) network. Importantly, all operators are on track 
to deliver 50% population coverage by 2022 and nationwide coverage by 2025. Based on 
a network survey by nPerf (see charts), Singtel had a head start with the launch of 5G SA 
coverage back in 4Q20. As for the StarHub-M1 joint venture (named Antina), we 
understand that the 5G SA rollout started with base station identification and installation. 
At this juncture, StarHub has achieved more than 70% of outdoor 5G NSA coverage. 
Singtel and Antina have appointed Ericsson and Nokia as their respective 5G core 
provider. Based on a report from Open Signal, Singapore is ranked in the middle of the 
Asia Pacific region (APAC) market for 5G download speed with 2.9x faster download 
speed vs the existing 4G network. Also, Singapore appears to rank second (only to South 
Korea) for the 5G game experience at this stage.  

• … and take-up of premium bundles have been encouraging. With the rollout of 5G 
handset bundles (since 4Q20), telcos have been reporting good take-up of these 
packages (ie meeting internal targets). It appears that smartphone users are embracing 
5G to improve user experience with mobile applications. This, we believe, will remain the 
trend in 2H21. Importantly, the introduction of 5G services will help to partly offset 
average revenue per user (ARPU) dilution from SIM-only plans. In 1Q21, StarHub 
demonstrated sequentially stable blended ARPUs (postpaid: S$28/month, prepaid: 
S$10/month) and we believe this is due to: a) benign competitive landscape, and b) uplift 
from 5G bundles helping to partly offset ARPU dilution. Singtel also mentioned that 
2HFY21 sales of equipment were higher (+41% hoh, +6% yoy) due to higher sales of 5G 
handsets.  

• 5G consumer bundles appear encouraging thus far, helping to partly mitigate 
ARPU dilution from SIM-only plans. Pulling away from TPG’s attractive data pricing 
packages, we note that the incumbents (particularly StarHub and Singtel) are offering 5G 
embedded offers. For one, StarHub recently launched a 5G SIM-only product called 
Mobile+ SIM Only. The most affordable plan, at S$38 monthly, comes with a total of 70GB 
data. On top of having huge data bundles, customers on these plans will also enjoy 12 
months of Disney+ on StarHub. This product is S$10/month higher than its 1Q21 postpaid 
ARPUs. Singtel is offering 5G services via its XO Plus plans. With the exception of XO 
Plus 50 (for S$50/month), 5G access is available to all XO Plus plans (ranging from S$68-
S$168/month). In contrast, Singtel’s postpaid ARPUs are hovering at S$29/month 
(2HFY21). 
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PEER COMPARISON 
Company Tickers Rec Share Price Target Price Market Cap ------------- PE (x) ------------- ------- EV/EBITDA (x) ------- ---- Dividend Yield (%) ---- 
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NetLink NBN Trust NETLINK SP BUY 0.955 1.08 3,722 37.3 35.6 16.0 15.5 5.3 5.3 
Singtel ST SP BUY 2.27 2.84 37,486 14.1 12.8 11.5 11.4 4.4 5.0 
StarHub STH SP HOLD 1.21 1.30 2,095 15.1 14.0 5.7 5.2 4.1 5.0 

Source: UOB Kay Hian 
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ACTION 
• Maintain OVERWEIGHT on the sector given attractive sector valuation and earnings 

recovery beyond 1H21. The sector is currently trading at 1SD below its 5-year mean 
EV/EBITDA of 12.3x. We believe earnings recovery should be more certain, given the 
benign competitive landscape and relatively better control of COVID-19 cases. We also 
believe the nationwide 5G rollout will help the incumbents sustain market share. 
Pronounced earnings uplift from the enterprise business may take a longer time to bear 
fruit as telcos continue to explore new business applications for 5G. Our top pick is 
undervalued Singtel and defensive Netlink. Singtel will benefit from the reopening of 
economies in the region and positive newsflow on the stake sale of Optus tower, amongst 
others. 

• Singtel (ST SP/BUY/Target: S$2.84). We believe earnings weakness is largely priced in as 
the stock trades close to 1SD below its 5-year mean EV/EBITDA. Key re-rating catalysts 
include: a) reopening of economies in 2H21; b) monetisation of 5G nationwide coverage; c) 
faster-than-expected recovery in Optus’ consumer and enterprise business; and d) market 
repair in Singapore. Our DCF-based target price implies 14x 2022F EV/EBITDA (5-year 
mean). 

• NetLink NBN Trust (NETLINK SP/BUY/Target: S$1.08). NetLink NBN Trust (Netlink) 
offers good earnings visibility and a sustainable dividend yield of 5% over FY22-23. The 
stock is defensive amid external volatility with 80% of group revenue derived from a 7% 
regulated return over 2018-22. Key re-rating catalysts include: a) 5G densification – more 
job orders arising from telcos’ fibre network densification demand; and b) growth in 
demand for non-building address point connections with the rollout of 5G/Smart Nation 
initiatives. At our target price, the stock trades at 17x FY21F EV/EBITDA, +1SD above its 
three-year mean EV/EBITDA of 15.3x. We expect the stock to further outperform as 
investors seek shelter in high dividend yielding stocks amid external volatility. 

ESSENTIALS 
• Back-test of 3G and 4G technological refresh… We back-test periods of technological 

refresh between 3G and 4G for the mobile service revenue and valuation trend in 
Singapore. Clearly, when telcos moved from 2G to 3G, there was strong top-line growth (5-
year CAGR of 7%) and valuation expansion (see RHS chart). We believe this was due to 
telco operators’ ability to upsell via a “new” product ie data. Telcos were concurrently selling 
voice, SMS and data (with bundled smartphones). Thereafter, the transition towards 4G 
appeared to be characterised by sliding mobile service revenue (as 4G offers faster speed 
but same product ie data, thereby creating competition) and valuation (due to lower ROIC 
given higher capex). Please refer to overleaf charts.  

• …provides pointers for 5G outlook. Stepping into the era of 5G, we expect the following 
trends: a) ARPU uplift for consumer packages (coming from gamers and premium 
customers) will partly offset intense data pricing in the market, and importantly, b) 
establishment of new business applications for 5G will open up a new customer base for 
telcos ie machines/connection points (Internet of Things (IoT)). In addition, industry 
consolidation (including the tower asset sale) and joint co-location for 5G rollout will address 
dilution in ROICs.  

• Singapore telcos echoed the view that 5G enterprise opportunities will be driven 
mainly by solutions and applications. By virtue of low latency and high reliability (for the 
5G SA network) 5G is expected to land new user cases across sectors, like remote robotics, 
massive IoT deployment and so forth. In an independent research report, the potential 
annual revenue accretion from 5G is estimated at S$370m-510m (or 7-9% of current annual 
enterprise business revenue for Singtel and StarHub). However, monetisation of 5G use 
cases is expected to take place over time as the ecosystem is still nascent and not all use 
cases can be effectively addressed by telecom operators.  

• 2H21 recovery likely to be aided by resumption of handset sales and ICT revenue. We 
expect the gradual reopening of economic activities and business sentiment to boost 
demand for project-based services, ie information and communications technology 
solutions and cybersecurity services. Together with benign competitive landscape (TPG is 
still aggressive in terms of data pricing but the incumbents are pulling away with a focus on 
its 5G offering) will aid Singtel and StarHub towards their earnings recovery for 2H21. The 
enterprise segment accounts for 34% and 33% of their group revenue respectively.  
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5G NETWORK COVERAGE - SINGTEL  5G NETWORK COVERAGE – STARHUB-M1 

 

Source: nPerf, UOB Kay Hian  Source: nPerf, UOB Kay Hian 
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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. 
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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: 
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(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore 
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