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3QCY13 core business profit
seen up g-q but down y-y
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Report type: Trade Flash

Company Overview

DTAC provides a wireless telecommunication service under a
27-year BTO concession granted by CAT Telecom, ending Sep
15, 2018. It offers a range of wireless voice and non-voice or
data communications services including postpaid and prepaid
service plans.

¢ Rising data demand kept strong growth momentum in non-
voice revenue growing in 3QCY13. On this basis, we expect
DTAC to report 3QCY13 profit from core business operations
of Bt2,719mn, up g-g but down y-y as a result of mounting
expenses and costs.

e DTAC launched its 2.1GHz 3G services on Jul 23, 2013. It
expects to have 8-10mn 3G subscribers this year.

e To reflect additional expenses for 2.1GHz 3G network
investment, we slightly cut our CY13 net profit outlook for
DTAC to Bt11,659mn but the new profit target still
represents a growth of 36.48% y-y.

¢ Following earnings cut, we trim our CY13 target price for
DTAC to Btll6/share from Bt119/share. As the new target
still offers some upside from current trading levels, we rate
DTAC shares an ‘ACCUMULATE.’

What is the news?

DTAC expects to have around 8-10mn 2.1GHz 3G subscribers
this year. Of the total, 5mn subscribers would come from
migration from 2G to 3G networks and another 5mn from new
SIMs. To date 2.5mn 2G subscribers have been migrated to 3G
network, excluding new SIMs.

We expect DTAC to report 3QCY13 profit from core business
operations of Bt2,719mn, up from Bt2,562mn in 2QCY13. The
forecast assumes that (1) voice revenue will be down in
3QCY13, (2) non-voice revenue will be up sharply on growing
popularity of social networks, (3) IC revenues and costs will be
down following a cut in IC rate to 45 satang/min from Btl/min,
(4) costs will rise on 3G network investment and costs for new
3G license after 3G service rollout in Jul 2013, (5) marketing
expenses will be up due to the launch of 2.1GHz 3G services
and its TriNet brand which combines its 2G 1800 MHz, 3G 850
MHz and 3G 2100 MHz into a single network, (6) margins on
mobile handset sales will improve following the launch of
DTAC TriNet phones, which command higher margins than
other brands. In 2QCY13, DTAC booked exceptional items of
Bt510mn, comprising (i) a Bt76mn gain from insurance claim
for flood damage, (ii) a Bt186mn reversal of provision for NEO,
(iif) a Bt248mn reversal of provision for unused prepaid bonus
and (iv) a FX loss of Bt135mn. On a net profit basis, DTAC is
forecast to post 3QCY13 net profit of Bt2,937mn. In y-y terms,
3QCY13 profit from core business operations is expected to be
lower than the Bt2,796.4mn it achieved in 3QCY12 as a result
of higher operating costs on 3G network investment.
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How do we view this?

To reflect additional expenses for 2.1GHz 3G network
investment to boost 3G coverage to 50% of population by
year-end, we slightly cut our CY13 net profit outlook for DTAC
to Bt11,659mn from a previous view of Bt12,189mn. Looking
ahead into CY14, DTAC looks set to benefit from regulatory
cost savings following migration of 2G subscribers to 3G
network as it would no longer pay revenue share to CAT
Telecom under new 3G license. For this reason, we estimate
DTAC will achieve a higher profit of Bt13,106mnin CY14.

Investment Actions?

Following earnings cut, we trim our CY13 target price for
DTAC to Btll6/share from Btl19/share. As the new target
still offers some upside from current trading levels, we rate
DTAC shares an ‘ACCUMULATE.’

Valuation Method
DCF (WACC 11.44%, terminal g 4.5%)
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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 salicitation 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-NO1) 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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