
 

 

MCI (P) 194/11/2012  
Ref. No.: SG2013_0135                       1 of 7 

StarHub Ltd  

Steady growth on Mobile 

Bloomberg │ Reuters │ POEMS 
STH SP │ STAR.SI │ STRH.SG 
Industry: Communications Services 

Phillip Securities Research Pte Ltd 
 

7 August 2013 

Report type: Quarterly Results 
 

 
 

 

 

 

Company Overview 
StarHub (STH) is the 2nd largest Telecommunications 
company in Singapore. The company also has a very strong 
PayTV franchise with subscriber base of more than 500k.  

 Revenue declined -0.7% y-y on lower revenue from Pay 
TV 

 Net Income increased 15.9% y-y to $100.6m ($191.8m 
for half-year), mainly due to higher adoption grant and 
lower operating expenses. 

 Dividend yield of 4.7% continues to be attractive. 
 Maintain “Accumulate” with revised TP of S$4.37 
 

What is the news? 
StarHub reported a 15.9% y-y increase in Net Income at 
$100.6m, attributed to higher adoption grant income for 
NGNBN services and lower operating expense. Revenue 
decline was due to lower Pay TV service revenue, as 2Q-
2012 revenue was boosted by revenue from the UEFA 
EURO event. StarHub maintained guidance of low single 
digit revenue growth and EBITDA margin on service 
revenue at 31%.  
 
Fig 1. Results Summary 

 
 

How do we view this?  
Despite lower Pay TV revenue, 2Q13’s service revenue was 
higher by 0.3% y-y, contributed by higher mobile revenue. 
We continue to be optimistic on higher pick up in revenue 
from data monetisation while current dividend yield of 4.7% 
remains attractive under current market conditions. 
 
With SingTel’s appeal against Media Development Authority 
(MDA)’s direction rejected, StarHub will now be able to 
cross-carry the BPL live matches for the 2013/2014 season. 
However, we do not foresee an immediate effect of 
subscribers migrating to StarHub’s cable platform, despite 
the $300 rebate offered by StarHub. This is due to the steep 
pricing for stand-alone subscriptions at $59.90/mth. Many 
existing BPL subscribers on SingTel mioTV may still be 
under contract.  
 

Investment Actions?  
We adjust our forecast to reflect 2Q13 results and maintain 
“Accumulate” rating with revised TP of $4.37, based on our 
DCF model. We continue to see growth in StarHub’s service 
revenue, on higher pick up in revenue from mobile and fixed 
network service. 
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Service Revenue higher 0.3% y-y, 2.7% q-q 

Service revenue was higher at $562.0 million for this quarter, 
attributed to higher mobile revenue and fixed network 
service revenue. 

 
Fig 2. Service Revenue 

 
Source: Company, PSR 
 

Higher mobile revenue from higher customer base and 
increased adoption of tiered plans 
Mobile revenue increased 2.8% y-y, due to higher customer 
base (both post-paid and pre-paid) at 2,249K (2Q12: 2,173) 
and higher post-paid ARPU at $72 (2Q12:$71). We also 
note the increase in customer base, currently at 362K, who 
is now on tiered-data plans. We continue to see higher 
take-up in data plans from mobile customers. 
 

Fig 3. Increasing mobile customer base 

 
Source: Company, PSR 

 
Fixed Network Service up 2.3% y-y 
Fixed Network services increased by 2.3% y-y and 1.9% q-q 
at $90m, attributable to both Data & Internet and Voice 
services. Data & Internet revenue increase was due to 

higher take up of Internet and Next NBN services. Growth in 
voice services revenue was mainly due to digital voice home 
services becoming chargeable since 4Q12. 
 
Fig 4. Fixed Network Service Revenue 
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Source: Company, PSR 

 
Competition in Broadband segment 
Broadband revenue declined 1.1% both y-y and q-q at 
$61.7m, with churn rate at 1.4%. ARPU remains stable at 
$45. The lower broadband revenue was attributed to price 
competition in this segment as service providers offering 
discounts on their fibre plans. We expect the price 
competition to remain intense. 
 
Fig 5. Broadband churn rate remains high 

-4

-2

0

2

4

6

8

10

12

3
Q

1
0

4
Q

1
0

1
Q

1
1

2
Q

1
1

3
Q

1
1

4
Q

1
1

1
Q

1
2

2
Q

1
2

3
Q

1
2

4
Q

1
2

1
Q

1
3

2
Q

1
3

0.0%

0.2%

0.4%

0.6%

0.8%

1.0%

1.2%

1.4%

1.6%

1.8%Broadband net adds ('000) Mthly churn rate (%), RHS

1
3

Q
1

0
4

Q
1

0
1

Q
1

1
2

Q
1

1
3

Q
1

1
4

Q
1

1
1

Q
1

2
2

Q
1

2
3

Q
1

2
4

Q
1

2
1

Q
1

3
2

Q
1

3

 
Source: Company, PSR 

 
Recent 4G spectrum auction 
StarHub secured 2x25MHz of 1800MHz and 2x20MHz of 
2.5GHz spectrum rights at total reserve price of $120m. 
Payments of these spectrum rights will be deferred and 
these spectrum rights will commence in July 2015 (for 
2.5GHZ) and April 2017 (for 1800MHz). 
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FYE Dec FY10 FY11 FY12 FY13E FY14E

Valuation Ratios

P/E (X), adj. 27.8 23.2 20.4 21.6 22.5

P/B (X) n.m. n.m. n.m. n.m. n.m.

EV/EBITDA (X), adj. 12.8 11.4 10.7 11.0 10.9

Dividend Yield (%) 4.7% 4.7% 4.7% 4.7% 4.7%

Per share data (SGD)

EPS, reported 0.175 0.184 0.209 0.198 0.190

EPS, adj. 0.153 0.184 0.209 0.198 0.190

DPS 0.200 0.200 0.200 0.200 0.200

BVPS 0.031 0.013 0.025 0.051 0.027

Growth & Margins (%)

Growth

Revenue 4.1% 3.3% 4.7% -0.5% 4.5%

EBITDA -7.9% 12.3% 6.5% -2.1% 0.7%

EBIT -16.2% 16.3% 12.3% -4.8% -3.3%

Net Income, adj. -17.7% 19.8% 13.9% -5.5% -3.7%

Margins

EBITDA margin on Service Rev 28.1% 31.1% 32.3% 31.2% 30.1%

EBIT margin 15.3% 17.2% 18.5% 17.7% 16.4%

Net Profit Margin 11.8% 13.6% 14.8% 14.1% 13.0%

Key Ratios

ROE (%) n.m. n.m. n.m. n.m. n.m.

ROA (%) 14.9% 17.9% 20.3% 19.2% 19.3%

Net Debt/(Cash) 568 483 376 394 334

Net Gearing (X) n.m. n.m. n.m. n.m. n.m.

Income Statement (SGD mn)

Service revenue 2,144 2,172 2,227 2,254 2,352

Handset sales 93 140 194 155 165

Revenue 2,238 2,312 2,422 2,409 2,517

EBITDA 602 676 720 704 709

Depreciation & Amortisation (260) (278) (273) (278) (297)

EBIT 342 398 447 426 412

Net Finance (Expense)/Income (25) (19) (16) (17) (18)

Other items 0 0 0 0 0

Associates & JVs 0 0 0 0 0

Profit Before Tax 318 380 431 409 394

Taxation (54) (64) (72) (70) (67)

Profit After Tax 263 315 359 340 327

Non-controlling Interest 0 0 0 0 0

Net Income, reported 263 315 359 340 327

Net Income, adj. 263 315 359 340 327

Source: PSR  
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Total Returns Recommendation Rating

> +20% Buy 1

+5% to +20% Accumulate 2

-5% to +5% Neutral 3

-5% to -20% Reduce 4

<-20% Sell 5

We do not base our recommendations entirely on the  above quantitative return bands.  We 

consider qualitative factors like (but not limited to) a stock's risk reward profile, market 

sentiment, recent rate of share price appreciation, presence or absence of stock price catalysts, 

and speculative undertones surrounding the stock, before making our final recommendation 
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Important Information 

 
This publication is prepared by Phillip Securities Research Pte Ltd., 250 North Bridge Road, #06-00, Raffles City Tower, Singapore 179101 
(Registration Number: 198803136N), which is regulated by the Monetary Authority of Singapore (“Phillip Securities Research”). By receiving or 
reading this publication, you agree to be bound by the terms and limitations set out below. 
 
This publication has been provided to you for personal use only and shall not be reproduced, distributed or published by you in whole or in part, for 
any purpose. If you have received this document by mistake, please delete or destroy it, and notify the sender immediately. Phillip Securities 
Research shall not be liable for any direct or consequential loss arising from any use of material contained in this publication. 
 
The information contained in this publication has been obtained from public sources, which Phillip Securities Research has no reason to believe are 
unreliable and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this publication are based 
on such information and are expressions of belief of the individual author or the indicated source (as applicable) only. Phillip Securities Research 
has not verified this information and no representation or warranty, express or implied, is made that such information or Research is accurate, 
complete, appropriate or verified or should be relied upon as such. Any such information or Research contained in this publication is subject to 
change, and Phillip Securities Research shall not have any responsibility to maintain or update the information or Research made available or to 
supply any corrections, updates or releases in connection therewith. In no event will Phillip Securities Research or persons associated with or 
connected to Phillip Securities Research, including but not limited its officers, directors, employees or persons involved in the preparation or 
issuance of this report, (i) be liable in any manner whatsoever for any consequences (including but not limited to any special, direct, indirect, 
incidental or consequential losses, loss of profits and damages) of any reliance or usage of this publication or (ii) accept any legal responsibility from 
any person who receives this publication, even if it has been advised of the possibility of such damages.  You must make the final investment 
decision and accept all responsibility for your investment decision, including, but not limited to your reliance on the information, data and/or other 
materials presented in this publication. 
 
Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are subject to 
change at any time without prior notice. 
 
Past performance of any product referred to in this publication is not indicative of future results. 
 
This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice.  This publication should not be relied 
upon exclusively or as authoritative, without further being subject to the recipient’s own independent verification and exercise of judgment. The fact 
that this publication has been made available constitutes neither a recommendation to enter into a particular transaction, nor a representation that 
any product described in this material is suitable or appropriate for the recipient. Recipients should be aware that many of the products, which may 
be described in this publication involve significant risks and may not be suitable for all investors, and that any decision to enter into transactions 
involving such products should not be made, unless all such risks are understood and an independent determination has been made that such 
transactions would be appropriate. Any discussion of the risks contained herein with respect to any product should not be considered to be a 
disclosure of all risks or a complete discussion of such risks. 
 
Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decision to purchase any product 
mentioned in this research should take into account existing public information, including any registered prospectus in respect of such product. 
 
Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, 
employees or persons involved in the preparation or issuance of this report, may provide an array of financial services to a large number of 
corporations in Singapore and worldwide, including but not limited to commercial / investment banking activities (including sponsorship, financial 
advisory or underwriting activities), brokerage or securities trading activities. Phillip Securities Research, or persons associated with or connected to 
Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the preparation or issuance of this 
report, may have participated in or invested in transactions with the issuer(s) of the securities mentioned in this publication, and may have 
performed services for or solicited business from such issuers. Additionally, Phillip Securities Research, or persons associated with or connected to 
Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the preparation or issuance of this 
report, may have provided advice or investment services to such companies and investments or related investments, as may be mentioned in this 
publication. 
 
Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, 
employees or persons involved in the preparation or issuance of this report may, from time to time maintain a long or short position in securities 
referred to herein, or in related futures or options, purchase or sell, make a market in, or engage in any other transaction involving such securities, 
and earn brokerage or other compensation in respect of the foregoing.  Investments will be denominated in various currencies including US dollars 
and Euro and thus will be subject to any fluctuation in exchange rates between US dollars and Euro or foreign currencies and the currency of your 
own jurisdiction. Such fluctuations may have an adverse effect on the value, price or income return of the investment. 
 
To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not 
limited to its officers, directors, employees or persons involved in the preparation or issuance of this report, may at any time engage in any of the 
above activities as set out above or otherwise hold a interest, whether material or not, in respect of companies and investments or related 
investments, which may be mentioned in this publication. Accordingly, information may be available to Phillip Securities Research, or persons 
associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the 
preparation or issuance of this report, which is not reflected in this material, and Phillip Securities Research, or persons associated with or 
connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the preparation or 
issuance of this report, may, to the extent permitted by law, have acted upon or used the information prior to or immediately following its publication. 
Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited its officers, directors, 
employees or persons involved in the preparation or issuance of this report, may have issued other material that is inconsistent with, or reach 
different conclusions from, the contents of this material. 
 
The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or 
country where such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip 
Securities Research to any registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.  
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Section 27 of the Financial Advisers Act (Cap. 110) of Singapore and the MAS Notice on Recommendations on Investment Products (FAA-N01) do 
not apply in respect of this publication.  
 
This material is intended for general circulation only and does not take into account the specific investment objectives, financial situation or 
particular needs of any particular person. The products mentioned in this material may not be suitable for all investors and a person receiving or 
reading this material should seek advice from a professional and financial adviser regarding the legal, business, financial, tax and other aspects 
including the suitability of such products, taking into account the specific investment objectives, financial situation or particular needs of that person, 
before making a commitment to invest in any of such products. 
 
Please contact Phillip Securities Research at [65 65311240] in respect of any matters arising from, or in connection with, this document. 
 
This report is only for the purpose of distribution in Singapore. 
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