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SECTOR UPDATE

Telecommunications — Thailand
Getting Ready For 5G Auction; Less Competition Than During 2018

We expect all mobile operators to participate in the 5G spectrum auction in Feb 20,
especially in the 2600MHz spectrum auction which has a low starting price and more
flexible payment terms. However, they are likely to bid for fewer licences due to the lag
in 5G usage in Thailand and limited ARPU upside from 4G monthly plans. We expect
limited impact due to more intense market competition in Nov 19 compared with that
during the 2018 aggressive campaigns. Maintain OVERWEIGHT

WHAT'S NEW

¢ NBTC reaffirmed 5G auction in Feb 20. The National Broadcasting and
Telecommunication Commission (NBTC) has reaffirmed that the 5G spectrum auctions (on
four bands) would take place on 16 Feb. The NBTC aims to accelerate the availability of
ultra-high-speed wireless technology nationwide. The four spectrum ranges are 700MHz,
1800MHz, 2600MHz and 26GHz. The 700MHz range will be divided into three licences,
each containing 5SMHz of bandwidth, with a reserve price of Bt8.7b. The 1800MHz range will
have seven licences, each of 5MHz with a reserve price of Bt12.4b. The 2600MHz range
has 19 licences, each with 10MHz with a reserve price of Bt1.86b. The 26GHz range has 27
licences, each with 100MHz and a reserve price of Bt423m. ADVANC and DTAC said the
700MHz and 1800MHz licences may not be attractive as the major operators already hold
some bandwidth in these ranges, while the reserve prices for the two bands are very high.
They are also concerned about technical conditions for the 2600MHz usage and the high
reserve price.

More flexible payment terms. 10% of the winning price per licence must be paid within the
first year the licence is obtained. A grace period for payment will then be given to the
operators from the second year to the fourth year. From the fifth to the 10th year, an annual
instalment payment of 15% of the remaining licence cost must be paid.

More intense market competition but better than 2018 campaigns. Mobile operators
have launched more aggressive prepaid price plans since Nov 19. They offer the minimum
monthly price plan of Bt150 per month with unlimited internet data, fixed internet speed at 4
megabits per second (Mbps) at Bt200 per month but fixed internet speed at 10Mbps. Based
on our channel check, current promotions are less aggressive than last year as this round
focuses on new customers in the prepaid, unlike in the 2018 aggressive campaigns where
they focused on existing and new customers and in both prepaid and postpaid markets. We
expect TRUE will have an upper hand in the current round of competition because its
prepaid average revenue per user (ARPU) of Bt115 is substantially lower than the minimum
monthly price plan of unlimited fixed internet speed package (Bt150/month for 4Mbps).
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OVERWEIGHT

(Maintained)
STOCK PICKS
Share Price Target Price
Company Rec (Bt) (Bt)
ADVANC BUY 2140 247.0
TRUE BUY 4.44 6.20
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PEER COMPARISON

Last  Target Upside/  Market — ----me- PE --eeeeeme EPSCAGR  P/B Yield ROE  EV/EBITDA
Company Ticker Rec. Price Price (Downside) Cap 2018A 2019F 2020F CAGR (%) 2019F  2019F 2019F 2019F

(BY) (BY) (%) (USsm) (¥ ) (x) (%) (x) (%) (%) (x)
Advance Info Services ADVANCTB BUY ~ 211.00 247.00 17.1 20,535 210 19.8 18.9 5.6 8.1 3.7 46.0 7.9
Total Access Comm  DTAC TB HOLD 5325 55.00 33 4,127 na. 19.3 20.8 n.a. 4.4 24 22.3 6.9
True Corporation TRUE TB BUY 4.38 6.20 416 4784 247 29.3 81.2 -44.9 12 n.a. 14 33
Sector 29,446 333 20.6 218 35 2.8 17.2 7.1

Source: UOB Kay Hian
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ESSENTIALS

e Expect all mobile operators (ADVANC, DTAC, TRUE) to bid for fewer 5G spectrum
licences in the upcoming auctions due to: a) the substantially lower starting auction price
per MHz of bandwidth, especially the 2600MHz and 26GHz spectrum licences; and b) lower
financial impact due to more flexible payment terms. ADVANC has a strong balance, low net
debt to EBITDA of 1.6x, and strong operating cash flow of Bt80b. DTAC also has enough
capability to get some spectrum licences. We also expect TRUE to sell more towers and
fibre assets to the Digital Infrastructure Fund (DIF), issue bond/debenture, or it may sell its
DIF stake (28.9%) to improve its balance sheet and raise funds ahead of the upcoming
spectrum auctions.

Limited ARPU upside on 5G. We expect 5G monthly plans in Thailand may cannot much
higher prices than that of 4G monthly plans due to the lag of 5G usage. In Nov 19, China’s
three main wireless carriers - China Mobile, China Unicom and China Telecom - have all
announced 5G plans, with monthly prices as low as Rmb128 (US$18) or Bt550 per month,
30GB of data and 200 minutes of free voice call. These 5G monthly price plans are slightly
cheaper than their current 4G monthly price plans. However, we found that markets like US
and South Korea can raise their 5G monthly plans vs 4G plans by 10-15%. So, we think
prices will depend on the competition and 5G investment cost in each country.

Impact from new accounting standard TFRS 16. The new accounting standard TFRS 16
(related to lease transaction) will take effect on 1 Jan 20. Under TFRS16, the lessee needs
to recognise assets and liabilities for all leases on its balance sheet, resulting in a higher
debt-to-equity ratio. Depreciation cost related to the lease assets and interest cost on the
lease liability is also booked in. These should raise telcos’ EBITDA and will hit their bottom
lines due to the higher financing cost at the beginning of the lease agreements. We estimate
the impact from TFRS 16 on ADVANC's bottom line at less than 2% of 2020 net profit. For
DTAC and TRUE are likely to see a higher impact than ADVANC. We expect they will
provide more information after announcing their 4Q19 results.

e Maintain OVERWEIGHT. The telco sector has outperformed the SET index by 15.2% ytd.
We foresee sector catalysts, including potentially lower starting auction prices and a
significant improvement in 2019 sector earnings. We expect the intense market competition
to be short-lived and will ease in the next couple of quarters on more balanced spectrums
among all mobile operators. We expect mobile operators to bid for a smaller number of 5G
spectrum licences due to lag of 5G use cases in Thailand. We expect to see a small rise in
capex for 5G in 2020-21.

¢ ADVANC (BUY/Target: Bt247.0). We expect ADVANC's earnings momentum to continue to
improve in 4Q19 and 2020 as: a) it will save around Bt500m/quarter in costs from 4Q19 as it
no longer has to pay for rental on 2G equipment leased from TOT, and b) it will see a
Bt200m-300m/quarter drop in tower rental expense to TOT from 4Q19. ADVANC also has
strong balance sheet and high capability to acquire 5G spectrums.

e DTAC (HOLD/Target: Bt55.00). Earnings momentum remains challenging. We expect
DTAC’s earnings momentum to peak in 2019 and decline in 2020-21, mainly on higher
interest expense related to the new 900MHz payment terms, under which DTAC’s expenses
will increase by Bt6.2b in 4Q20. Moreover, its 700MHz amortisation expense of Bt1.25b per
year will be booked from 4Q20. Entry price is Bt47.00.

e TRUE (BUY/Target: Bt6.2). We expect TRUE's earnings to improve in the couple of
quarters, given: a) strong improvement in service revenue on the removal of low-priced
unlimited data fixed-speed price plans in 4Q19 as well as some upside from savings in
amortization expense, which could lift bottom line gradually in the next couple of quarters. It
is a laggard play with undemanding valuation.

RISKS

¢ More intense market competition.

Refer to last page for important disclosures.
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SPECTRUM ALLOCATION FOR 5G LICENCE
AUCTIONS
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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.

Refer to last page for important disclosures.




UOBKayHian

Friday, 06 December 2019

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

(i) 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

(i) 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 This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom 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 This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.

Copyright 2019, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com

RCB Regn. No. 197000447W

Refer to last page for important disclosures.






