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SECTOR UPDATE 

Telecommunications – Singapore 
Postpaid Uplift To Drive Service Revenue For 2022 

The sector’s 2021/9MFY22 earnings came in within expectations, improving 11% yoy 
on the back of stronger postpaid revenue, strong Singtel associate contribution, 
enterprise growth at Starhub and good cost discipline. We expect 2022’s earnings to 
grow 15% yoy amid high single-digit service revenue growth and Singtel’s associate 
recovery. Maintain MARKET WEIGHT. We like Singtel and Netlink and for 
defensiveness, Netlink offers a 5% dividend yield.  

WHAT’S NEW 
• 2021 characterised by encouraging postpaid revenue and cost discipline. The 

telecommunications sector’s 2021/9MFY22 earnings came in within expectations, recording 
a net profit growth of 11% yoy to S$1,683m. This was driven by: a) postpaid revenue uplift, 
b) strong associates’ contribution (turnaround in India) in Singtel, c) Starhub’s strong 
enterprise revenue with better performance from Ensign and the consolidation of Strateq, d) 
Netlink’s stronger non-building address points (NBAP) connections, and e) good cost 
discipline. Telcos also experienced nascent recovery in roaming revenue with the reopening 
of cross-border travel, especially to Malaysia. This helped to partly drive the sector’s 4Q21 
service revenue.  

• 2022 outlook: A high single-digit revenue growth to help offset inflationary pressure. 
After the results, we trim earnings by 1%. We now project net profit of S$2,254m for full-year 
2022/2023, representing a 15% yoy growth. Stepping into 2022, Singtel remains encouraged 
by the postpaid trajectory seen in Singapore and Optus while being cautiously optimistic 
about its associate investments in India, Indonesia and Thailand. Starhub guided for a robust 
10% yoy service revenue growth but EBITDA will be adversely impacted by inflationary 
pressure (higher utility) and upfront investment for IT transformation. Starhub expects margin 
to recover from 2023 onwards (to at least 23% from 20%). Similarly, Netlink expects 
operational inflationary pressure to materialise in 2022, including higher interest rates in the 
rising rate environment.  

ACTION 
• Maintain MARKET WEIGHT as the sector currently trades at 12.6x EV/EBITDA 1SD below 

its five-year mean EV/EBITDA). Earnings recovery is more visible, given the benign 
competitive landscape and nationwide 5G rollout helping 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 
Singtel as it is a proxy to: a) economic reopening in Southeast Asia, and b) monetisation of 
assets to narrow the valuation gap, including setting up a regional data centre and 
potentially, a regional digital banking outfit in Southeast Asia. 

• Netlink (NETLINK SP/HOLD/S$ 1.05): A defensive shelter. We continue to see the stock 
as a good shelter amid market volatility given its strong earnings visibility, healthy balance 
sheet and cautious approach in terms of overseas/domestic acquisitions. Key catalysts 
include: a) growth in demand for NBAP connections with the rollout of 5G/Smart Nation 
initiatives, b) investors seeking defensive yield from Netlink’s resilient, predictable, 
transparent and regulated cash flow, and c) earnings-accretive M&As. Key event to watch 
out for: regulatory review for 2023, expected to be announced by 4Q22. 

MARKET WEIGHT 
(Maintained) 
 
 
SECTOR TOP PICKS 

Top pick Rec 
Target Price 

(S$) 
EV/EBITDA 

(x) 
Div Yield 

(%) 
Singtel BUY 2.90 13 4.5 
Source: Bloomberg, UOB Kay Hian 

CORE NET PROFIT (4Q21) 
 9MFY21/ 

2020 
9MFY22/ 

2021 yoy % Chg Results

SingTel 1,314.0 1,456.0 10.8 Inline 
Starhub 126.7 148.3 17.0 Inline 
NetLink 69.5 78.2 12.6 Inline 
Sector 1,510.2 1,682.5 11.4 Inline 
Source: Respective Companies, UOB Kay Hian 
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PEER COMPARISON 
Company Tickers Rec Share Price Target Price Market Cap --------------- PE --------------- --------- EV/EBITDA --------- -------Dividend Yield -------
     8 March 22 (S$) (S$) (S$) FY22F (x) FY23F (x) FY22F (x) FY23F (x) FY22F (%) FY23F (%) 
NetLink NBN Trust NETLINK SP HOLD 0.970 1.05 8.2 37.9 37.7 16.2 15.8 5.2 5.2 
Singtel ST SP BUY 2.51 2.90 15.5 20.4 16.2 13.5 13.0 3.8 4.5 
StarHub  STH SP HOLD 1.23 1.30 5.7 15.6 12.8 5.3 4.8 4.2 4.7 

Source: UOB Kay Hian 
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• Singtel (ST SP/BUY/Target: S$2.90): Value creation via strategic reset… At our target 
price, the stock will trade at 14.5x FY23F EV/EBITDA (slightly above its five-year mean 
EV/EBITDA). The stock currently trades at -1SD below its five-year mean EV/EBITDA of 13x. 
Singtel is on track to deliver growth for shareholders via its strategic reset. The focus will 
include: a) capitalising the digital/IT growth trend via strategic partnerships, b) leveraging its 
infrastructure assets (data centres, towers and fibre) to unlock value, c) sweating its key 
assets, and d) investing in 5G for network superiority and future monetisation. This is 
expected to help Singtel bridge the current market valuation gap as a conglomerate. 

• ...on track to shape a green regional data centre with S$8b valuation. To capitalise on 
the accelerating data centre growth trend (five-year CAGR of 18% over 2020-25), Singtel 
entered into MOUs with Thailand Gulf Energy and Indonesia’s PT Telkom to develop data 
centres in Southeast Asia. Currently, Singtel has seven data centres in Singapore with 
70MW capacity. The goal is to add another 100MW of capacity to Singtel’s data centre 
portfolio over next 3-5 years. This will create a DC asset close to S$7-8b within five years. 
Debt will remain well capped, based on management’s guidance of S$10m/MW capex 
requirement. Singtel recently announced that they are building a 30MW integrated cable 
landing station and data centre in Singapore with funding being currently worked out with 
potential investors. The partnership with Gulf is seen as complementary to Singtel given 
Gulf’s power asset business (security of power supply being an integral part of data centre) 
and influence in the society.  

ESSENTIALS 
• 5G ARPU uplift lifted postpaid service revenue…Notably, we continue to see stable 

mobile service revenue among the incumbents’ telcos (Singtel, Starhub, M1) (RHS chart), 
where 5G handset-bundle plans were first rolled out in Dec 20. Telcos have been reporting 
good take-up rates, as smartphone users are embracing 5G to improve user experience with 
mobile applications. This was evidenced in the higher postpaid average revenue per user 
(ARPU) trend in both Singtel and Starhub (RHS chart), which offset the dilution from SIM-
only plans. In 4Q21, postpaid revenue rose 5% yoy and 4% qoq thanks to a 5% yoy increase 
in postpaid subscribers and a 2% yoy increase in ARPU.  

• …while competition remains benign with 5G product differentiation. Meanwhile, we 
believe the competitive landscape in the Singapore market will remain rational into 1H22. We 
note that incumbent telcos have remained unfazed by price competition in the past two 
quarters. Based on the SIM-only price plans we tracked, Mobile Virtual Network Operators’ 
(MVNO) have not been aggressive in cutting prices or hiking data quotas for free in the past 
quarters (see RHS). This suggests incumbents’: a) own MVNO offerings, ie GIGA and 
GOMO are defending their market share in Singapore, and b) ability to differentiate the 
premium product via availability of 5G services. We expect GOMO to mirror GIGA’s positive 
subscriber growth trend. 

• Cementing 5G coverage in Singapore. We gather that Singtel currently has more than 
1,000 standalone 5G sites across Singapore, and is on track to meet the regulator’s target of 
50% population coverage by end-22. This is also mirrored by Starhub.  

• Key risk to TPG as Singapore’s third 5G provider. Naturally, if TPG decides to roll out its 
own 5G SA network in Singapore, we expect to see heightened competition. This outcome 
may see continuous erosion of ARPU and and return on invested capital (ROIC) for the 
incumbents. This will displace our expectation of a market repair for the Singapore market, 
as competition has been rather benign in the past seven months in Singapore. At this 
juncture, we see Singtel and Starhub reporting encouraging 5G plan take-ups. This helps to 
offset ARPU dilution from SIM-only plans. 

 STABILISATION IN MOBILE SERVICE REVENUE…

200

250

300

350

400

450

100

120

140

160

180

200

220

240

4Q18 2Q19 4Q19 2Q20 4Q20 2Q21 4Q21

Starhub M1 SingTel (RHS)

(S$m) (S$)

5G plan launch

Source: Respective Companies, UOB Kay Hian 

…WITH UPLIFT IN POSTPAID ARPU 

20

25

30

35

40

45

24

28

32

36

40

44

4Q18 2Q19 4Q19 2Q20 4Q20 2Q21 4Q21

Singtel Starhub (RHS)(S$) (S$)

5G plan launch

Source: Respective Companies, UOB Kay Hian 

MVNO PRICE/GB TREND (HALF YEARLY) 

0.00

0.20

0.40

0.60

0.80

1.00

1.20

1.40

1.60

Singtel Starhub M1 TPG
(Prepaid)

GOMO GIGA Grid
Mobile

 VIVIFI Circle
Life

My
Republic

redONE

1H21 2H21 1H22

(S$/GB)

Source: Respective companies, UOB Kay Hian 

DATA USAGE PER USER 

20

30

40

50

60

70

80

90

1Q20 2Q20 3Q20 4Q20 1Q21 2Q21 3Q21

(GB)

Source:  IMDA, UOB Kay Hian 

 



  

Wednesday ,  09  March  2022

3 Refer to last page for important disclosures. 

R e g i o n a l  M o r n i n g  N o t e s  

 
 

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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Analyst Certification/Regulation AC  
 
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 
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