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COMPANY UPDATE  BUY 

(Maintained) 
Share Price S$2.64
Target Price S$2.90
Upside +9.8%
  

COMPANY DESCRIPTION 
Singtel is a telecommunications company 
offering a diverse range of services, including 
fixed-line, mobile, data, internet, TV, and 
digital solutions. It also has operations in 
Australia, India, Indonesia, Thailand and the 
Philippines. 

STOCK DATA 
GICS sector Communication Services
Bloomberg ticker: ST SP
Shares issued (m): 16,508.0
Market cap (S$m): 43,581.1
Market cap (US$m): 32,115.8
3-mth avg daily t'over (US$m): 60.5

Price Performance (%) 
52-week high/low S$2.66/S$2.23

1mth 3mth 6mth 1yr YTD
5.2 12.8 7.3 8.2 13.8

Major Shareholders %
Temasek Hldgs 52.2
Franklin Resources 2.1
Vanguard Group Inc 1.5
FY23 NAV/Share (S$) 1.69
FY23 Net Debt/Share (S$) 0.74
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Singapore Telecommunications (ST SP) 
 

Repositioning NCS For Regional Growth 
We came away from a recent NCS meeting more sanguine on its near-term prospects. 
We expect NCS to deliver double-digit revenue growth as it focuses on driving digital 
services within the government and telecommunications sector. Its recent acquisition 
in Australia paves the way for NCS to enter Asia Pacific’s third-largest ICT market, after 
Japan and China. It is still too early to monetise NCS as it is on the cusp of ramping up 
its business. Maintain BUY. Target price: S$2.90.  

WHAT’S NEW 
• Smart capital recycling, capitalising on digital growth via NCS. In aligning Singtel’s 

strategic roadmap, NCS has been identified as a pillar of growth where its ROIC is expected 
to exceed the company’s cost of capital via robust top-line growth and a focus on 
government, enterprise and telco sector jobs (leveraging on Singtel’s expertise and 
associates’ relationships in the region). In tandem with smart capital recycling, Singtel has 
recently monetised a 1.6% stake in Airtel Africa for S$150m to support the future of NCS 
and regional data centres.  

• Transform NCS into an Asian B2B digital services champion... We came away from a 
recent meeting with NCS more sanguine on its near term prospects. For a start, NCS’s CEO 
continues to see strong demand for digital (ie data analytics, artificial intellegence), cloud, 
platform (IoT) and cyber services. This is expected to drive high double-digit revenue growth 
for FY23, aided by the consolidation of Dialog and ARQ group in Australia. NCS booked 
S$1,692m of orders and registered segment revenue and digital revenue of 8% yoy and 
27% yoy respectively in 9MFY22. 

• …by cementing its presence in Southeast Asia, Australia and Greater China. In 
essence, NCS’s growth will come from: a) organic – digital services are trending well with 
reasonably strong underlying demand from the enterprise segment, b) inorganic – the 
acquisition of Dialog and ARQ in Australia is important as it allows NCS to compete in the 
Tier 1 league for Australia, and c) synergies in terms of cross-selling, upselling and cost 
optimisation. We note that the recent acquisitions were priced within industry range of mid-
teens EV/EBITDA (see table overleaf) with reputable clients. NCS is also currently 
assessing synergistic opportunities with Optus enterprise. Key focus markets for NCS are: a) 
Australia – being the third largest ICT market in Asia Pacific after Japan and China, b) 
Greater China – fastest growing country with good demand, and c) Southeast Asia – 
leveraging on associates’ links and NCS’s Singapore presence.   

 

KEY FINANCIALS 
Year to 31 Mar (S$m) 2020 2021 2022F 2023F 2024F
Net turnover  16,542 15,643 16,239 16,660 17,169
EBITDA  4,542 3,831 3,966 4,105 4,318
Operating profit  1,963 1,145 1,282 1,606 1,836
Net profit (rep./act.)  1,075 594 2,005 2,532 2,801
Net profit (adj.)  2,457 1,774 2,005 2,532 2,801
EPS (S$ cent) 15.1 10.9 12.3 15.5 17.2
PE (x) 17.5 24.3 21.5 17.0 15.4
P/B (x) 1.6 1.6 1.6 1.6 1.5
EV/EBITDA (x) 12.3 14.5 14.0 13.6 12.9
Dividend yield (%) 4.6 2.8 3.6 4.3 4.7
Net margin (%) 6.5 3.8 12.3 15.2 16.3
Net debt/(cash) to equity (%) 49.2 45.7 44.9 43.7 42.2
Interest cover (x) 16.1 9.7 10.1 10.1 10.2
ROE (%) 3.8 2.2 7.5 9.3 10.0
Consensus net profit  - - 2,197 2,641 2,984
UOBKH/Consensus (x)  - - 0.91 0.96 0.94
Source: Singapore Telecommunications, Bloomberg, UOB Kay Hian 
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STOCK IMPACT  

• Monetisation – Still early days. Management believes it is likely too early to monetise NCS 
as it is currently on the cusp of earnings ramp-up against a backdrop of: a) recent 
acquisitions in Australia, and b) strong underlying demand for digital services. We do not 
discount the potential monetisation/listing of NCS, albeit beyond the next two years. 

• Key focus in the near term includes talent acquisition. Management shared that talent 
is an important success factor for NCS. The acquisition of Dialog and ARQ will add 1,900 
skilled talents to NCS. In this context, ARQ has an academy with a very good track record 
in acquiring and retaining talent/human capital. NCS hopes to benefit from this. Additionally, 
NCS is currently looking to ramp up headcount in India as its offshore delivery centre. At 
this juncture, there are about 300-400 staff in India but this number will grow to 1,000 in the 
next three months.  

NCS RECENT ACQUISITION IN AUSTRALIA 
Acquisition Date Acquirees Price (A$m) Comment 
7 Mar 2022 The Dialog Group 

(IT service company) 
325 

(S$329m) 
• The Dialog Group has a team of 1000 IT experts. 
• The acquisition is expected to be completed by Jun 

22. 
27 Mar 2022 ARQ Group 

(digital consultancy firm) 
290 

(S$297m) 
• ARQ has a team of 560 IT experts. 
• The acquisition of ARQ implies 15.7x EV/EBITDA. 
• NCS expects ARQ's revenue to increase 38% yoy to 

A$118m by end-22, and EBITDA to A$18.4m. 
• The acquisition is expected to be completed by May 

22. 
Source: Respective companies, UOB Kay Hian. 

OUTLOOK FOR REGIONAL ASSOCIATES 
Segment Key Highlights 
AIS 
(Thailand) 

- Our analyst expects 1Q22 net profit to slightly decrease qoq due to lower service revenue and 
higher opex. 

- As of end-21, 5G subscriber base reached over 2.2m (higher than its target of 2.0m). Our Thai 
analyst expects 5G net adds to soften qoq with chip shortage limiting 5G smartphone supplies. 

- TRUE and DTAC merger talk is deemed positive to AIS with less competition (from three key 
players to two key players). 

Bharti Airtel 
(India) 

- Airtel has hiked tariffs of its prepaid plans by around 20% in Nov 22. This is expected to contribute 
a stronger revenue growth with higher ARPU in 4QFY22 despite slower 4G net adds. 

- Airtel Africa to see continuous stellar performance (3QFY22 revenue up 19% and core earnings 
up >100%) on regional growth and improved margin. 

- Airtel may look to monetise its stake in tower, payments bank and fibre assets for future 5G 
capex. 

Globe  
(Philippines) 

- Market share losses (aggressive price cut by third telco player) is expected to stabilise in the 
coming quarters. 

- Globe is in advanced discussions with ST Telemedia Global Data Centres (the fastest growing DC 
solutions providers) to form a JV to accelerate DC growth and market position in Philippines. 

Telkomsel 
(Indonesia) 

- Telkomsel targets low single-digit revenue growth (2020: 1% yoy) and a stable EBITDA margin 
(2020: 52.8%) for 2021. Our Indonesian analyst expects a 9% yoy net profit growth for 2021. 

- Mobile competition remains intense but is not worsening. Competition has shifted towards 
delivering quality products and services rather than offering low priced packages. 

- Telkomsel is expected to benefit from its dominant position especially in ex-Java region, and 
favorable regulatory environment. 

Source: Respective companies, UOB Kay Hian. 

EARNINGS REVISION/RISK 
• None. 

• Management expects 2HFY22 dividend to be at the upper range of its 60-80% dividend 
payout policy, mirroring the absolute dividend amount of 1HFY22. We have forecasted DPS 
of 9.5 S cents/share for FY22. This will translate to a dividend yield of 3.6%. 

VALUATION/RECOMMENDATION 
• Maintain BUY with an unchanged DCF-based target price of S$2.90 (discount rate: 7%, 

growth rate: 1.5%). At our target price, the stock will trade at 13x FY23 EV/EBITDA (its 5-
year mean EV/EBITDA). 

• Key re-rating catalysts include: a) successful monetisation of 5G, b) faster-than-expected 
recovery in Optus’ consumer and enterprise businesses, and c) market repair in Singapore 
and resumption of regional roaming revenue. 

 FY22 OUTLOOK 

 
Source: Singtel, UOB Kay Hian 

PBT BY BUSINESS UNIT (1HFY22)  
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NCS REVENUE AND YOY  GROWTH TREND 

-2

0

2

4

6

8

10

12

0
100
200
300
400
500
600
700
800

1Q
FY

19
2Q

FY
19

3Q
FY

19
4Q

FY
19

1Q
FY

20
2Q

FY
20

3Q
FY

20
4Q

FY
20

1Q
FY

21
2Q

FY
21

3Q
FY

21
4Q

FY
21

1Q
FY

22
2Q

FY
22

3Q
FY

22

Revenue yoy growth(S$m) (%)

 
Source: Singtel, UOB Kay Hian 

NCS EBITDA AND EBITDA MARGIN TREND 
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PROFIT & LOSS     
Year to 31 Mar (S$m) 2021 2022F 2023F 2024F

Net turnover 15,643 16,239 16,660 17,169

EBITDA 3,831 3,966 4,105 4,318

Deprec. & amort. 2,686 2,684 2,499 2,482

EBIT 1,145 1,282 1,606 1,836

Associate contributions 1,841 2,070 2,224 2,371

Net interest income/(expense) (395) (393) (408) (423)

Pre-tax profit 1,412 2,959 3,422 3,784

Tax (811) (947) (890) (984)

Minorities (7) (7) 0 0

Net profit 594 2,005 2,532 2,801

Net profit (adj.) 1,774 2,005 2,532 2,801
 

 BALANCE SHEET     
Year to 31 Mar (S$m) 2021 2022F 2023F 2024F

Fixed assets 11,534 11,385 11,385 11,307

Other LT assets 29,933 30,554 31,221 31,932

Cash/ST investment 755 1,252 1,769 2,341

Other current assets 5,778 5,996 6,149 6,333

Total assets 48,000 49,188 50,525 51,913

ST debt 2,034 2,034 2,034 2,034

Other current liabilities 7,104 7,344 7,485 7,633

LT debt 10,825 11,312 11,812 12,293

Other LT liabilities 1,525 1,525 1,525 1,525

Shareholders' equity 26,486 26,941 27,636 28,396

Minority interest 26 33 33 33

Total liabilities & equity 48,000 49,188 50,525 51,913

     
CASH FLOW     
Year to 31 Mar (S$m) 2021 2022F 2023F 2024F

Operating 5,609 5,011 5,427 5,669

Pre-tax profit 1,412 2,959 3,422 3,784

Tax (811) (947) (890) (984)

Deprec. & amort. 2,325 2,584 2,499 2,482

Associates 1,180 0 0 0

Working capital changes 459 22 (12) (36)

Non-cash items 395 393 408 423

Other operating cashflows 649 0 0 0

Investing (2,666) (3,057) (3,166) (3,115)

Capex (maintenance) (2,214) (2,436) (2,499) (2,404)

Proceeds from sale of assets (4) (621) (667) (711)

Others (448) 0 0 0

Financing (3,190) (1,457) (1,745) (1,982)

Dividend payments (1,273) (1,551) (1,837) (2,041)

Issue of shares 447 0 0 0

Proceeds from borrowings (1,313) 487 500 481

Others/interest paid (1,051) (393) (408) (423)

Net cash inflow (outflow) (247) 497 517 572

Beginning cash & cash equivalent 1,000 755 1,252 1,769

Changes due to forex impact 2 0 0 0

Ending cash & cash equivalent 755 1,252 1,769 2,341
 

      
KEY METRICS     
Year to 31 Mar (%) 2021 2022F 2023F 2024F

Profitability     
EBITDA margin 24.5 24.4 24.6 25.2

Pre-tax margin 9.0 18.2 20.5 22.0

Net margin 3.8 12.3 15.2 16.3

ROA 1.2 4.1 5.1 5.5

ROE 2.2 7.5 9.3 10.0

     
Growth     
Turnover (5.4) 3.8 2.6 3.1

EBITDA (15.6) 3.5 3.5 5.2

Pre-tax profit (30.8) 109.6 15.7 10.6

Net profit (44.7) 237.6 26.3 10.6

Net profit (adj.) (27.8) 13.0 26.3 10.6

EPS (27.8) 13.0 26.3 10.6

     
Leverage     
Debt to total capital 32.7 33.1 33.4 33.5

Debt to equity 48.6 49.5 50.1 50.5

Net debt/(cash) to equity 45.7 44.9 43.7 42.2

Interest cover (x) 9.7 10.1 10.1 10.2
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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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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 
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note: 
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore 
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 Singapore 
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the 
contents of the analyses or reports only to the extent required by law.  

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated 
by the Securities and Exchange Commission of Thailand. 

United 
Kingdom 

This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning 
of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in 
the UK is intended only for institutional clients. 

United 
States of 
America 
(‘U.S.’) 

This report cannot be distributed into the U.S. or to any U.S. person  or entity except in compliance with applicable U.S. 
laws and regulations. It is being distributed in the U.S.  by UOB Kay Hian (US) Inc, which accepts responsibility for its 
contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in 
the report should contact UOB Kay Hian (US) Inc. directly. 
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