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Company Update 

China Tower Corporation 
China | Communication Services 

 

Research Team 
 

Rating  HOLD (as at 16 December 2021) 

Last Close HKD 0.90  

Fair Value HKD 0.98 
 

Prudent 5G rollout 

• Current utilization of 5G base stations low 

• All eyes on terms for upcoming contract renewal 

with major customers 

• ESG rating has been downgraded since 2018 

Investment thesis 
China Tower Corporation is the world’s largest 

telecommunications tower infrastructure service 

provider in terms of the number of towers, and a 

monopoly in the Chinese market with a 97% revenue 

market share. The group is well-positioned to benefit 

from China’s pursuit of world-leading 

telecommunications infrastructure but risks include 

potential leasing price cuts post 2022. With its major 

customers as the key shareholders (China Telecom, 

Unicom, Mobile), it is unclear to what extent China 

Tower has control over its prices.  

Investment summary 
• Price action since last report – Since our last report on 

11 August 2021 which was HOLD rated, the share 

price of China Tower has corrected by about 14% (as 

at 15 December 2021 close), compared to an 11% fall 

in the Hang Seng Index. Year-to-date, China Tower’s 

stock is down about 20% and is trading at a 52-week 

low.  The share price fall in early December was likely 

due to the NDRC’s call for a more prudent 5G 

network rollout. The NDRC had mentioned that the 

utilization rate of 5G base stations is low due to a lack 

of 5G applications and operators have turned off 

some base stations to save on power expenses.  

• Lack of near-term upside catalysts – As mentioned in 

our earlier reports, the stock of China Tower lacks 

near-term positive catalysts. Tower revenue growth is 

likely to remain lacklustre amid a prudent 5G rollout, 

and the market is also awaiting clarity regarding the 

renewal terms of its tower leasing agreement with the 

operators, which we explain further in the following 

paragraph.  

• Defensive cashflow with high visibility, till the next 

contract renewal – Globally, towercos generate 

stable cash flow with high visibility, largely because of 

 
  

 
 

 

 

 

 

Security information

Ticker 0788.HK

Market Cap (USD b) 20.3

Daily turnov er (HKD m) 182.1

Free Float 27%

Shares Outstanding (m) 176,008

Top Shareholder GIC Priv ate Limited 7.0%

Price performance chart

Financial summary

RMB m FY20 FY21F FY22F

Rev enue 81,099 82,793 88,272

EBITDA 59,527 60,770 64,703

Net profit 6,428 6,621 7,489

EPS (RMB cents) 3.7 3.8 4.3

DPS (RMB cts) 2.2 2.5 2.8

Key ratios

 FY20 FY21F FY22F

EBITDA margin (%) 73.4 73.4 73.3

Net profit margin (%) 7.9 8.0 8.5

Div  yield (%) 3.0 3.3 3.7

Source: Refinitiv , Company, Internal estimates
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the high switching cost for customers (telcos) and the 

standard use of long-term contracts. China Tower is 

an effective monopoly in China, with 97% market 

share, and it is the only state-owned towerco, 

suggesting very limited competition. The risk, 

however, as mentioned in our earlier reports, is the 

potential lease adjustment upon contract renewal 

from 2023. This is especially since China Tower’s major 

customers are also its shareholders (China Mobile, 

Telecom and Unicom). In particular, there are 

concerns that the company may need to lower its 

tower lease fee upon contract expiry in 2023 in order 

to support the government's "speed upgrade, tariff 

reductions" initiatives to help accelerate the country's 

5G network rollout. There are concerns that China 

Tower may not have significant revenue growth 

leverage from 5G, given telcos’ cost-control efforts. 

We expect the company to start formal negotiations 

with telcos on tower leasing terms soon; before we 

get any clarity about renewal terms, stock 

performance may remain lacklustre. We fine-tune our 

estimates and roll over our valuations such that our 

fair value slips from HKD1.10 to HKD0.98, which also 

takes into account a valuation discount in 

consideration of the group’s ESG metrics. 

ESG updates 
• ESG rating downgraded over the years – We note that 

China Tower’s ESG rating has been downgraded in 

Oct 2018, Sep 2019 and in Jun 2020. The rating 

downgrade reflects China Tower’s increased 

governance risks, highlighted by factors such as 

significant related party transactions. Absence of a 

fully independent audit committee, limited 

independent representation on the board, and 

concentration of voting power with the controlling 

shareholder through a stock pyramid also add to the 

risk of subordination of minority shareholder interests. 

 

Potential catalysts 
• Better-than-expected tower demand 

• Faster-than-expected 5G roll-out 

• Non-telco business accelerates at a faster pace 

Investment risks 
• Delay in roll-out of 5G in China 

• Potential price cuts upon contract renewal 

• Customer concentration risks, potential mergers 
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Valuation analysis 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

FY21F FY22F FY21F FY22F FY21F FY22F FY21F FY22F FY21F FY22F

CHINA TOWER CORP LTD (0788.HK) 16.4 13.4 0.7 0.7 3.8 3.6 3.9 4.7 4.2 4.9

AMERICAN TOWER CORP (AMT) 47.6 50.1 21.8 26.1 26.7 25.0 1.9 2.1 45.5 42.5

CROWN CASTLE INTERNATIONAL CORP (CCI) 75.9 59.9 10.2 11.2 27.2 25.7 2.8 3.0 12.6 18.6

CELLNEX TELECOM SA (CLNX.MC) N.A 651.9 2.4 2.3 24.4 17.2 0.1 0.1 (0.7) 0.9

INDUS TOWERS LTD (BHRI.NS) 12.5 12.2 4.0 3.7 6.2 6.0 6.2 6.8 34.2 33.8

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 1 January 2020) 

Company description 

Incorporated in Beijing on 15 July 2014, China Tower Corporation Ltd was listed on the Main Board of Hong 

Kong Stock Exchange on 8 August 2018, raising approx. HK$58.8b. On 10 December 2018, the company 

officially became a constituent stock of the Hang Seng Index Series. The group principally engages in towers 

construction, maintenance and operation, and also engages in construction, maintenance and operation 

of ancillary facilitates such as shelters, power supply and air conditioners for base stations and indoor 

distributed systems, as well as outsourcing maintenance of base station equipment. 

As the world’s largest telecommunications tower infrastructure service provider, the company operated and 

managed almost 2 million tower sites, and its total assets amounted to RMB338b. The company served over 

3,329 thousand tenants with an increasing tenancy ratio of 1.62, showing a continuous improvement in site 

co-location efficiency. 

 

 

 

 
 

FY20 Revenue breakdown FY20 Revenue breakdown

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

 

Income Statement
In Millions of CNY except Per Share FY2016 FY2017 FY2018 FY2019 FY2020

12 Months Ending 31/12/2016 31/12/2017 31/12/2018 31/12/2019 31/12/2020

Revenue 55,997.0 68,665.0 71,819.0 76,428.0 81,099.0

  - Cost of Rev enue 137.0 159.0 164.0 187.0 206.0

Gross Profit 55,860.0 68,506.0 71,655.0 76,241.0 80,893.0

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

  - Operating Expenses 50,790.0 60,791.0 62,574.0 64,960.0 68,767.0

Operating Income or Losses 5,070.0 7,715.0 9,081.0 11,281.0 12,126.0

  - Interest Expense 5,077.0 5,283.0 6,007.0 4,661.0 3,959.0

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

  - Net Non-Operating Losses (Gains) -113.0 -253.0 -401.0 -217.0 -240.0

Pretax Income 106.0 2,685.0 3,475.0 6,837.0 8,407.0

  - Income Tax Expense (Benefit) 30.0 742.0 825.0 1,616.0 1,980.0

Income Before XO Items 76.0 1,943.0 2,650.0 5,221.0 6,427.0

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

  - Minority/Non Controlling Interests (Credits) -- -- -- -1.0 -1.0

Net Income/Net Profit (Losses) 76.0 1,943.0 2,650.0 5,222.0 6,428.0

Net Inc Avail to Common Shareholders 76.0 1,943.0 2,650.0 5,222.0 6,428.0

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

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

Normalized Income 529.1 2,905.5 3,292.9 5,922.8 7,180.8

Basic Earnings per Share 0.0 0.0 0.0 0.0 0.0

  Basic Weighted Av g Shares 129,344.6 129,344.6 148,492.0 175,643.0 174,861.0

Diluted EPS Before Abnormal Items 0.0 0.0 0.0 0.0 0.0

Diluted EPS Before XO Items 0.0 0.0 0.0 0.0 0.0

Diluted EPS 0.0 0.0 0.0 0.0 0.0

  Diluted Weighted Av g Shares 129,344.6 129,344.6 148,492.0 175,643.0 174,861.0

Profitability Ratios
FY2015 FY2016 FY2017 FY2018 FY2019 FY2020

12 Months Ending 31/12/2016 31/12/2017 31/12/2018 31/12/2019 31/12/2020

Returns

Return on Common Equity 0.06 1.54 1.72 2.88 3.49

Return on Assets 0.03 0.61 0.83 1.60 1.90

Return on Capital 2.52 2.34 2.28 2.21 2.14

Return on Inv ested Capital 5.68 6.60 5.55 5.02 4.67

Margins

Operating Margin 9.05 11.24 12.64 14.76 14.95

Incremental Operating Margin -0.19 1.24 1.13 1.17 1.01

Pretax Margin 0.19 3.91 4.84 8.95 10.37

Income before XO Margin 0.14 2.83 3.69 6.83 7.93

Net Income Margin 0.14 2.83 3.69 6.83 7.93

Net Income to Common Margin 0.14 2.83 3.69 6.83 7.93

Additional

Effectiv e Tax Rate 28.30 27.64 23.74 23.64 23.55

Dv d Payout Ratio 0.00 0.00 12.94 47.76 61.56

Sustainable Growth Rate 0.06 1.54 1.72 2.86 3.46

Credit Ratios
FY2016 FY2017 FY2018 FY2019 FY2020

12 Months Ending 31/12/2016 31/12/2017 31/12/2018 31/12/2019 31/12/2020

Total Debt/EBIT 24.56 17.28 10.02 9.87 8.61

Net Debt/EBIT 21.53 16.41 9.53 9.35 8.22

EBIT to Interest Expense 1.12 1.71 1.65 2.62 3.31

Long-Term Debt/Total Assets 3.94 13.57 6.05 7.79 13.00

Net Debt/Equity 0.98 1.16 0.52 0.63 0.58

Source: Refinitiv
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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 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 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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