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= Revenue and net profit disappointed by 7% and 28% respectively. Losses at Bharti Airtel
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ACCUMULATE (Maintained)

widened to S$119mn this quarter due to investments in its network. CLOSING PRICE SGD 3.260
= The enterprise segment suffered pricing pressure from contract renewals and erosion in core  FORECAST DIV SGD 0.175
carriage services TARGET PRICE SGD 3.450
' . . " ) TOTAL RETURN 11.2%
= We saw robust revenue growth from cybersecurity and digital. There were positive mobile
price revisions in Optus. COMPANY DATA
=  Maintain ACCUMULATE with a lower TP of $53.45 (prev. $53.66). We lowered our FY20e  BLOOMBERG CODE: ST SP
earnings by 11% O/S SHARES (MN): 16,329
: MARKET CAP (USD mn/SGD mn): 38483 /53233
52 - WK HI/LO (SGD) : 356/2.83
Results at a glance 3M Average Daily T/O (mn) : 25.27
SGD 'mn 1Q19 1Q18 YoY 4Q19 QoQ Comments MAJOR SHAREHOLDERS (%)
Revenue 4,113 4,262 -3.5% 4,342 -5.3% Weaker due to higher competition in the Temasek Holdings Pte Ltd 2.4%
Singapore consumer and enterprise business
Group Enterprise EBITDA 417 449 -7.1% 379 10.0% Erosionin core carriageand pricing pressure g e PERFORMANCE (%)
on ICT contract renewals MTH 3MTH  1YR
EBITDA 1,184 1,207 -19% 1,166 1.5% Affected by lower-margin equipmentand ICT  ~oypany @s) 75 86
sales STIRETURN 48) (29 (0.6)
Regional Associates PAT 273 384 -289% 331 -17.5% Airtel expanded losses to S$119mn due to
higher network costs, depreciation and PRICEVS. ST1
finance expenses. Competition has stabilised 3.80
Net profit 541 832 -35.0% 773 -30.0% Largely dueto Airtel losses. Excluding Airtel 340 |
NPAT would have been down 3% YoY ’
Source: Company, PSR 3.00 4
ere 2.60 T T T
The POSItIveS Aug-18 Nov-18 Feb-19 May-19 Aug-19
+ Robust revenue growth in cybersecurity and digital. Singtel’s growth engines are intact. ST SPeqity FSSTl Index
Cybersecurity revenue improved 6% YoY. The digital business Amobee grew revenue by 16% YoY.  source:Bloomberg, PSR
Amobee EBITDA was uplifted by technology licensing fee from iTV. KEY FINANCIALS
+ Positive momentum in Australia. Market recovering is underway in Australia. Incumbent XEZ2ccSSomn W FYH YR FrEOe FYER
Telstra and Optus raised mobile prices this quarter. We expect this to translate into ARPU ~ ~°"*"° Y268 YTz 4eST BB
R . Rk . K ) EBITDA 5051 4,692 4898 5126
improvements in later quarters. Optus posted healthy growth in post-paid subscribers adding  .iprorit sds2 3071 2860 328
50,000 new customers. Dividend Yield 63%  54%  54%  54%

ROE (%)
ROA (%)

18.3% 10.3% 9.7% 10.7%

112% 6.3% 5.6% 6.2%

The Negatives

- Headwinds in the enterprise segment likely to continue. EBITDA margin declined 7% YoY.
Pricing pressure from contract renewals has just started and is expected to persist until 3Q19.
Furthermore, businesses are taking more extended periods in making decisions due to
uncertainties in the economy. Small and Medium Enterprises contributed most to the weakness
in Singapore. Over in Australia, enterprise is impacted by a slowdown in the banking and
government sector. Core carriage was down 9% YoY due to lower voice and roaming usage. We
have toned down on our expectations in the enterprise segment.

Source: Company, PSR
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- Network expansion worsened losses in Airtel. Higher network costs, depreciation and finance
charges from Bharti Airtel (Airtel) expansion of its 4G network impacted earnings this quarter.
However, competition is improving in India. Airtel saw ARPU expanded 5% QoQ to RS 129, the
third consecutive quarter of expansion.
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Outlook

Guidance for EBITDA (grow by high-single-digit) and free cash flow (¥$$2.4b) was updated to
reflect changes in SFRS (1) 16. Airtel remains the largest overhang in earnings. We believe losses
will narrow as competition is showing early signs of improvement. Airtel’s network expansion will
aid growth in the future. We expect the enterprise segment to remain weak due to the various
headwinds. We are more optimistic in Australia and expect the consumer segment to be strong.

Maintain ACCUMULATE with a lower TP of $$3.45 (prev. $$3.66).

We revised FY20e net profit downwards by 11% in light of the results. Our target price is based
on FY20e 7X EV/EBITDA of Singtel’s Singapore and Australia businesses and the valuation of its
listed associates. We like Singtel for its stable dividend yield and earnings diversity.
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Income Statement

SUTCRENIE R Results
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Balance Sheet

Y/E Mar, SGD 'Mn FY17 FY18 FY19 FY20e FY21le Y/E Mar, SGD 'Mn FY17 FY18 FY19 FY20e FY21le
Revenue 16,711 17,268 17,372 17,657 18,318 ASSETS
Operating Profit 4,782 4,792 4,467 4,633 4,851 Accounts receivables 4,924 5,814 5,993 5,746 6,149
EBITDA 4,998 5,051 4,692 4,898 5,126 Cash 534 525 513 431 440
Depreciation & Amortisation 2,239 2,250 2,222 2,385 2,533 Inventories 352 397 418 401 426
EBIT 2,759 2,801 2,470 2,514 2,593 Others 107 23 155 155 155
Net Finance Inc/(Exp) (374) (390) (393) (484) (446) Total current assets 5,918 6,759 7,078 6,734 7,170
Profit before tax 4,515 6,155 3,746 3,478 3,624 PPE & IA 24,966 25,423 25,067 25,183 25,939
Taxation (684) (703) (675) (609) (634) Others 17,411 16,314 16,770 18,962 18,896
Net profit before NCI 3,831 5,452 3,071 2,869 2,990 Total non-current assets 42,377 41,737 41,837 44,145 44,835
Non-controlling interest 22 21 23 16 16 Total Assets 48,294 48,496 48,915 50,879 52,006
Net profit, reported 3,853 5,473 3,095 2,886 3,005
LIABILITIES
Accounts payables 4,922 5,371 5,817 5,535 5,858
Short term loans 3,343 2,152 2,101 2,101 2,101
Tax payable 296 351 255 255 255
Total current liabilities 9,272 8,429 8,794 10,797 11,120
Long term loans 8,052 8,668 8,784 8,885 9,557
Deferred tax liabilites 575 536 515 515 515
Others 2,181 1,151 1,012 1,012 1,012
Total non-current liabilities 10,808 10,355 10,311 10,412 11,084
Per share data (SGD Cents) Total Liabilities 20,081 18,784 19,105 21,209 22,204
Y/E Mar FY17 FY18 FY19 FY20e FY2le
EPS, reported 23.6 33.5 19.0 17.7 18.4 EQUITY
DPS 17.2 20.5 17.5 17.5 17.5 Non-controlling interests 22 (3) (28) (45) (60)
BVPS 172.8 182.1 182.7 182.0 182.9 Shareholder Equity 28,214 29,737 29,838 29,714 29,862
Cash Flow Valuation Ratios
Y/E Mar, SGD 'Mn FY17 FY18 FY19 FY20e FY21le Y/E Mar FY17 FY18 FY19 FY20e FY21le
CFO P/E (X) 13.8 9.7 17.2 18.4 17.7
Profit before tax 4,515 6,155 3,746 3,478 3,624 P/B (X) 1.9 1.8 1.8 1.8 1.8
Adjustments 470 (1,099) 879 1,420 1,502 EV/EBITDA (X) 12.8 12.6 13.6 13.0 12.6
WC changes (492) (139) (126) (19) (105) Growth & Margins
Cash generated from ops 4,493 4,916 4,498 4,879 5,021 Growth
Tax paid (834) (608) (680) (609) (634) Revenue -1.5% 3.3% 0.6% 1.6% 3.7%
Cashflow from ops 5,315 5,955 5,368 5,591 5,852 EBITDA -0.3% 1.1% -7.1% 4.4% 4.7%
CFl EBIT -3.7% 1.5% -11.8% 1.8% 3.2%
CAPEX & IA, net (2,518)  (3,473)  (1,935)  (2,500)  (3,289) Net profit, adj. 0.7%  423% -43.7%  -6.6% 42%
Others (2,314) 1,523 (394) 69 78 Margins
Cashflow from investments (4,832) (1,951) (2,329) (2,431) (3,211) Gross margin 28.6% 27.7% 25.7% 26.2% 26.5%
CFFE EBITDA margin 29.9% 29.2% 27.0% 27.7% 28.0%
Shareissuance, net 1,602 - - - - EBIT margin 16.5% 16.2% 14.2% 14.2% 14.2%
Loans, net of repayments 911 223 174 101 672 Net profit margin 22.9% 31.6% 17.7% 16.3% 16.3%
Dividends (2,816) (3,346) (2,857) (2,858) (2,858) Key Ratios
Others (121) (886) (373) (484) (446) ROE (%) 13.6 18.3 103 9.7 10.0
Cashflow from financing (422)  (4,009) (3,056) (3,241)  (2,632) ROA (%) 7.9 11.2 6.3 5.6 5.7
Net changein cash 60 (5) (16) (81) 9 Dividend Payout (%) 731 61.1 923 99.0 95.1
CCE, end 534 525 513 431 440 Dividend Yield (%) 53 6.3 5.4 5.4 5.4
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PSR Rating System

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 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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