StarHub Limited

Leaving behind the traditional model

SINGAPORE | TELECOMMUNICATIONS| INVESTOR DAY

=  StarHub held its Investors’ Day 2020 on 18 November 2020.

= Discussions centred on pay TV, digitilisation, Ensign, 5G and cost-optimisation.

= Medium-term challenges are known and being addressed by the company: declines in use
and pricing of traditional telco products (IDD, voice, SMS), new value-added services from 5G,
new sources of revenue that complement telecommunications, finding a sustainable model
for pay TV and leveraging digital solutions to cut costs and improve customer experiences.

=  No change in our NEUTRAL recommendation and TP of $$1.24, based on 6x EV/EBITDA, the
average of regional peers.

Ensign: high-growth sector that complements telecommunications

Pure-play, end-to-end cybersecurity service provider. Ensign’s three core cybersecurity services
are consulting, system integration and managed security. Around 20% of revenue comes from its
high-margin consulting business. This is where it advises clients on their cyber-readiness,
develops cybersecurity strategies and responds to their cyber incidents. Lowest-margin system
integration sells tools and software to bolster clients’ cyber defences. Managed security provides
threat-detection, monitoring and response services. Ensign’s share of Singapore’s security service
market was 16% in an S$814mn market in 2019. Contracts are secured on a multi-year basis,
providing revenue stability.

Still in investment stage. The company is still in an investment mode. It continues to expand its
regional footprint and R&D to enhance technology capabilities. EBITDA margins depend on the
product mix. Temasek has a call option to acquire 20% of Ensign from October 2021. The price
will be the higher of its fair market value as determined by an independent valuer or a 6%
compounded annual return on the consideration paid. The 20% stake will be returned to Temasek
if the option is not triggered by the fifth year, in October 2023.

5G: beyond connectivity with more value-added services

Not yet prime time in enterprise. Many uses of 5G for enterprises have been touted and
discussed. So far, none has been proven. StarHub still needs to build deep vertical solutions and
work with the 5G ecosystem. It appears 5G adoption by enterprises will take longer than expected.

Some customer excitement. Adoption of non-standalone 5G has been “encouraging”, says the
company, especially after the launch of iPhone 12. The number of 5G subscribers was not
furnished. The three propellers of consumer adoption are speed and performance, cloud gaming
and media content. Bundling content with 5G can gain traction with consumers. Even professional
gamers can harness 5G delivery speeds and low latency without investing heavily in hardware.
Another opportunity highlighted was 5G fixed wireless broadband.

Pay TV: rethinking its economics

OTT* can circumvent boxes and help StarHub move to variable costs. Pay TV is an almost 100%
fixed-cost business. Revenue has contracted S$161mn in the past two years. To overcome the
negative operating leverage of a fixed-cost model, StarHub needs content costs to become more
variable. To this end, it has renegotiated content contracts and is building new OTT experiences.
With StarHub TV+, customers can access a variety of OTT channels such as HBO and Netflix on a
single platform. This IPTV-OTT hybrid will provide more variability in priced content. Another
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benefit is lower delivery costs, from a plug-and-play solution. Box installation and servicing are  *OTT (Over-the-Top) is the delivery of content
not required. through the Internet rather than traditional

cable or satellite set-top boxes.

Digitalisation: lower costs and better customer experiences

Giga! is a pure digital mobile service plan. Giga! is StarHub’s first pure digital-only product. From
KYC validation to shipment of the SIMs, it is a zero-touch customer experience. Giga! is StarHub’s
answer to competition from the MVNOs that target millennials with data-rich SIM-only mobile
plans.

Digitalisation can save costs and improve customer experiences. StarHub is undergoing a major
digital transformation. Fewer physical touchpoints have reduced the need for retail space and
yielded rental savings. Commissions paid to partners can be lowered when StarHub distributes
directly to customers. Customer experience on digital is enhanced as they have the convenience
of picking the time to purchase their products.

Cost-optimisation: the journey continues

75% of 3-year cost-savings plan executed. StarHub is on course to save more than S$210mn over
three years. As at 2Q20, 75% had been achieved: 39% from workforce optimisation, 16% from
operational efficiencies and 20% from TV operations. Yet to be executed are another 9% from
operational efficiencies and 16% from TV operations. Costs saved have been lower commission
costs with increased online touchpoints, fewer operating leases with a more effective retail
footprint, lower staff costs from simplified and streamlined processes, right sourcing,
digitalisation efficiencies, lower repair & maintenance expenses from a partnership model and
lower licence fees.
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Balance Sheet

Y/E Dec, SGDmn FY17 FY18 FY19 FY20e FY2le Y/E Dec, SGDmn FY17 FY18 FY19 FY20e FY21le
Revenue 2,411 2,362 2,331 2,009 2,293 ASSETS
Operating Profit 362 274 256 239 227 Accounts receivables 202 283 249 221 252
EBITDA 643 565 617 552 582 Cash 345 166 118 231 427
Depreciation & Amortisation 280 291 361 313 355 Inventories 72 75 98 80 92
EBIT 362 274 256 239 227 Amt due from related parties 25 18 22 22 22
Net Finance Inc/(Exp) (30) (30) (38) (38) (34) Others 87 94 89 89 89
Profit before tax 333 245 219 205 195 Total current assets 1,034 931 942 1,010 1,248
Taxation (60) (45) (40) (37) (35) PPE & IA 1,428 1,581 1,493 1,329 1,135
Net profit before NCI 274 201 179 168 160 Others 92 31 181 181 181
Non-controlling interest 1 (1) (8) 0 0 Total non-current assets 1,602 1,723 1,792 1,629 1,434
Net profit, reported 273 202 186 168 160 Total Assets 2,636 2,654 2,734 2,638 2,682
LIABILITIES
Accounts payables 625 595 540 462 527
Short term loans 120 50 408 318 258
Amt Due to related parties 65 58 41 41 41
Tax payable 126 120 92 92 92
Total current liabilities 1,014 892 1,176 1,009 1,014
Long term loans 858 978 641 641 641
Deferred tax liabilites 135 129 121 121 121
Others (1) 32 37 37 37
Total non-current liabilities 1,016 1,173 978 978 978
Per share data (SGD Cents) Total Liabilities 2,030 2,066 2,154 1,986 1,992
Y/E Dec FY17 FY18 FY19 FY20e FY2le
EPS, reported 15.8 11.6 10.8 9.6 9.2 EQUITY
DPS 17.0 16.0 9.0 55 7.0 Non-controlling interests 4 80 62 62 62
BVPS 34.8 29.4 29.9 33.9 36.1 Shareholder Equity 602 508 518 590 629
Cash Flow Valuation Ratios
Y/E Dec, SGDmn FY17 FY18 FY19 FY20e FY2le Y/E Dec FY17 FY18 FY19 FY20e FY21le
CFO P/E (X) 8.1 11.0 11.9 133 13.9
Profit before tax 333 245 219 205 195 P/B (X) 3.7 4.4 43 3.8 3.5
Adjustments 310 323 402 349 387 EV/EBITDA (X) 4.4 5.6 5.2 5.4 4.7
WC changes (61) (81) (101) (32) 23
Cash generated from ops 583 487 520 522 605 Growth & Margins
Tax paid (65) (69) (72) (37) (35) Growth
Cashflow from ops 517 418 448 485 570 Revenue 0.6% -2.0% -13% -13.8% 14.2%
CFI EBITDA -6.9% -12.1% 9.3% -10.5% 5.3%
CAPEX (296)  (273)  (230)  (150)  (161) EBIT -14.7% -245%  -65%  -6.6%  -5.0%
Others (31) (62) 7 3 3 Net profit, adj. -19.9% -26.7% -109%  -6.1%  -4.6%
Cashflow from investments (327) (335) (223) (147) (158) Margins
CFE Gross margin 15.0% 11.6% 11.0% 11.9% 9.9%
Shareissuance, net 0 0 0 0 0 EBITDA margin 26.7% 23.9% 26.5% 27.5% 25.4%
Loans, net of repayments (10) 50 20 (90) (60) EBIT margin 15.0% 11.6% 11.0% 11.9% 9.9%
Dividends (294) (277) (186) (96) (122) Net profit margin 11.3% 8.5% 7.7% 8.4% 7.0%
Others 164 14 (88) (128) (94) Key Ratios
Cashflow from financing (130) (263) (274) (224) (216) ROE (%) 45.5 39.5 34.5 28.4 25.5
Net change in cash 60 (180) (49) 114 195 ROA (%) 10.4 7.6 6.5 6.4 6.0
CCE, end 345 166 118 231 427 Dividend Yield (%) 133 12.5 7.0 4.3 5.5
Dividend Payout (%) 108 137 84 57 76

Source: Company, Phillip Securities Research (Singapore) Estimates
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> +20% Buy 1
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-5% to +5% Neutral 3
-5% to -20% Reduce 4
< -20% Sell 5

We do not base ourrecommendations 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 orabsence of stock price catalysts, and speculative undertones
surrounding the stock, before making our final recommendation
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Important Information
This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a holder of a financial adviser’s license under
the Financial Advisers Act, Chapter 110 in Singapore.

By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitations may
constitute a violation of law. This report 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 report by mistake, please delete or destroy it, and notify the sender immediately.

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this report has been obtained from public
sources which Phillip Securities Research believes to be reliable. However, Phillip Securities Research does not make any representation or warranty, express or implied
that such information or Research is accurate, complete or appropriate or should be relied upon as such. Any such information or Research contained in this report 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.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report 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 report 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 report 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 report has been made available
constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this report is suitable or appropriate
for the recipient. Recipients should be aware that many of the products, which may be described in this report 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
report 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 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 issuance of this report, may have participated in or invested in transactions with the issuer(s) of the securities mentioned in this report, 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 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 report.

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 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 issuance of this report, may at any time engage in any of the above activities as set out above or otherwise
hold an interest, whether material or not, in respect of companies and investments or related investments, which may be mentioned in this report. 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 issuance of this report, which is not reflected in this report, 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 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 issuance of
this report, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of this report.

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.

This report 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 report may not be suitable for all investors and a person receiving or reading this report 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.

This report is not intended for distribution, publication to or use by any person in any jurisdiction outside of Singapore or any other jurisdiction as Phillip Securities
Research may determine in its absolute discretion.

IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES
Where the report contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact Phillip Securities Research (and not the relevant foreign research house) in Singapore at 250 North
Bridge Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, in respect of any matters arising from, or in connection
with, the analyses or reports; 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, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports.
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