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TELEKOM MALAYSIA

DESCRIPTION

A leading Malaysian telco player with dominant market
share in fixed line and broadband services.

12-Month Target Price RM6.70
Current Price RM5.43
Expected Return 23.3%
Market Main
Sector Telecommunications
Bursa Code 4863
Bloomberg Ticker T MK
Shariah-compliant Yes
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52 Week Range (RM) 4.60-6.82
3-Month Average Vol (‘000) 3,714.9

SHARE PRICE PERFORMANCE
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Absolute Returns -4.6 -3.8 -3.3

Relative Returns -1.2 -4.3 -3.0

KEY STOCK DATA

Market Capitalisation (RMm) 20,490.6

No. of Shares (m) 3,773.6
MAJOR SHAREHOLDERS

%

Khazanah Nasional 20.1

Employees Provident Fund 18.3

Amanah Saham Nasional 12.2

Eltricia Foong

T 603 2268 3000

F 603 2268 3014

E eltriciafoong@publicinvestbank.com.my

Outperform

Spurred By Stronger Unifi Revenue

Telekom Malaysia (TM) reported a 17.7% YoY decline in 3QFY21 headline
net profit to RM271.3m, mainly due to higher operating costs. Stripping out
non-operating items, normalised net profit was at RM304.3m, improving by
5.3% YoY. For 9MFY21, normalised net profit of RM890.7m was within both
our and market expectations. As we factor in the impact of Cukai Makmur,
which will be introduced next year, our FY22F forecast is reduced by 6.6%.
Hence, our DCF-based TP is revised from RM6.90 to RM6.70. We maintain
our Outperform rating. We believe that TM, being the country’s largest telco
service provider, should benefit from the growing demand for fibre leasing
and data centre solutions in Malaysia.

§  3QFY21 revenue rose 4.2% YoY due to higher contribution from unifi
and TM Wholesale. Unifi revenue increased by 11.1% YoY due to a
42.4% jump in unifi customer base on a lower ARPU of RM138 (-6.8%
YoY). We attribute this to stronger demand for home connectivity
during the lockdown period as people were mostly working from home.
Streamyx, however, saw its subscriber base continuing to decline (-
44.4% YoY) though on a more stable ARPU of RM92. TM Wholesale
posted a 4.9% increase in revenue, driven by higher IRU (indefeasible
right of use) and stronger demand for data services. However,
contribution from TM One was down 4.3% YoY as project rollouts were
delayed during the lockdown.

§ 3QFY2l1l normalised net profit improved by 5.3% YoY as the
increase in revenue was partly offset by higher operating costs. The
percentage of total cost to revenue increased from 84.8% in 3QFY20 to
86.6% in the current quarter. This was driven by higher direct cost
(+10.2%), manpower cost (+4.0%), depreciation & amortisation charges
(+2.6%) and other opex (+9.0%).

§ Earnings adjustment. The introduction of Cukai Makmur in 2022 is
expected to impact most key players in the telco sector given their high
chargeable income of above RM100m. However, the taxes will be
levied on individual operating entities and with TM’s earnings distributed
across many operating entities in several segments, the potential
impact may be more muted. We lower our FY22F earnings forecast by
6.6% as we raise our effective tax rate to account for the impact of the
prosperity tax.

KEY FORECAST TABLE

FY Dec CAGR
(RM(RMm) 2019A 2020A 2021F 2022F 2023F o6
Revenue 11,434.3 10,840.0 11,189.1 11,434.8 11,805.8 2.9%
Op Profit 1,299.8 1,610.6 1,871.9  1,940.8  1,996.0  7.4%
E:g;ittax 925.2 12782  1,481.0 1,597.4 16785 9.5%
Core NP 1,000.8 9914  1,127.8 11326 12712  8.6%
Profit

EPS (Sen) 26.9 26.7 30.3 30.5 342  8.6%
P/E (x) 20.2 20.4 17.9 17.8 15.9

DPS (Sen) 10.0 14.3 15.2 15.2 17.1

Dividend

viold (%) 1.8 2.6 2.8 2.8 3.1

Source: Company, Publicinvest Research estimates
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Table 1: Results Summar

EYE 31 Dec FY% FY% % % oamM21 % Comment
=red = % (%) %
Operating Revenue 2,803.3 2,689.9 4.2 1.5  8,375.9 6.8 \E/\)/rih"sgstgeh:gcgmgiﬁ &
Operating cost (2,425.4)  (2,280.2) 6.4 0.0 (7,086.4) 55 gigzgedéir;‘i’gn”ligfsower' Opex
Other income 61.6 46.5 32.5 58.8 119.3 37.8
Other gains/(losses) (5.2) 3.6 (244.4) (215.6) 9.2) 0.0
Operating profit 434.3 459.8 (5.5) 13.7 1,399.6 16.7
Net interest cost (84.7) 47.7) 77.6 (8.5) (356.3) 23.6
Associates 3.1 2.3 34.8 (16.2) 9.5 10.5
PBT 352.7 414.4 (14.9) 203 1,052.8 14.5
Taxation & zakat (81.9) (93.8) (12.7) 71 (242.0) 32.3
Minorities 0.5 8.9 (94.4) (73.7) 4.5 (77.4)
Net profit 271.3 329.5 17.7) 24.2 815.3 7.7
Normalised Net profit 304.3 288.9 53 19.4 890.7 11,7 Higher revenue partly offset by

higher costs

statistics
30 30 YoY Qo0 YoY
Revenue breakdown (RMm) Fy21 FY20 ch chg IM21 ch Comment
E— E— % (%) (%)
Higher contribution from fixed
Unifi 1,272.6 1,145.7 111 3.3 3,708.4 9.6 broadband, voice, mobile &
device sales
TM One 847.0 885.2 (4.3) (32) 2,635.8 (0.2) Lowervoice usage, data &

customer projects

TM Wholesale 597.1 569.1 49 46  1,764.1 14,5 Higher revenue from data &
other telco services

Customer base (‘000) 2Q20 3Q20 4Q20 1Q21 2Q21 3Q21
Streamyx 676 616 557 492 416 342
Unifi 1,551 1,648 1,776 1,951 2,139 2,347

ARPU (RM/month)
Streamyx 91 90 92 92 91 91
Unifi 153 150 148 153 144 141

Source: Company, Publicinvest Research
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KEY FINANCIAL DATA

INCOME STATEMENT DATA

FYE Dec (RM m) 2019A 2020A 2021F 2022F 2023F
Revenue 11,434.3 10,840.0 11,189.1 11,434.8 11,805.8
Operating Profit 1,299.8 1,610.6 1,871.9 1,940.8 1,996.0
Finance income/(cost) -389.6 -344.6 -410.9 -363.4 -337.5
Others 15.0 12.2 20.0 20.0 20.0
Pre-tax Profit 925.2 1,278.2 1,481.0 1,597.4 1,678.5
Income Tax -367.7 -282.5 -370.3 -479.2 -419.6
Effective Tax Rate (%) 39.7 22.1 25.0 30.0 25.0
Minority Interest 75.3 20.0 17.0 145 12.3
Reported Net Profit 632.8 1,015.7 1,127.8 1,132.6 1,271.2
Growth

Revenue (%) 3.3 5.2 3.2 2.2 3.2
Operating Profit (%) 246.2 23.9 16.2 3.7 2.8
Net Profit (%) 58.3 -0.9 13.8 0.4 12.2

Source: Company, Publicinvest Research estimates

BALANCE SHEET DATA

FYE Dec (RM m) 2019A 2020A 2021F 2022F 2023F
Fixed assets 14,259.5 13,751.7 13,151.4 12,647.2 12,423.6
Other long-term assets 2,748.8 3,086.1 3,066.1 3,046.1 3,026.1
Cash at bank 4,918.4 4,304.4 5,887.0 6,751.0 7,395.0
Other current assets 3,673.0 3,136.3 3,691.3 3,748.4 3,834.1
Total Assets 25,599.7 24,278.5 25,795.8 26,192.7 26,678.8
Borrowings 8,733.1 7,626.8 9,000.0 9,000.0 9,000.0
Payables 3,604.4 3,494.4 3,540.7 3,684.2 3,844.5
Other liabilities 6,709.1 6,182.0 5,733.0 5,434.5 5,137.0
Total Liabilities 19,046.6 17,303.2 18,273.7 18,118.7 17,981.5
Shareholders’ Equity 6,553.1 6,975.3 7,522.2 8,074.0 8,697.3
Total Equity and Liabilities 25,599.7 24,278.5 25,795.8 26,192.7 26,678.8

Source: Company, Publicinvest Research estimates

PER SHARE DATA & RATIOS

FYE Dec 2019A 2020A 2021F 2022F 2023F
Book Value Per Share (RM) 1.8 1.9 2.0 2.2 23
EPS (sen) 26.9 26.7 30.3 30.5 34.2
DPS (sen) 10.0 14.3 15.2 15.2 17.1
Payout ratio (%) 37.2 53.6 50.0 50.0 50.0
Gross debt/EBITDA (X) 2.4 2.0 22 2.2 22
ROE (%) 15.3 14.2 15.0 14.0 14.6
ROA (%) 25 4.2 4.4 4.3 4.8
Source: Company, Publiclnvest Research estimates
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RATING CLASSIFICATION

STOCKS
OUTPERFORM The stock return is expected to exceed a relevant benchmark’s total of 10% or higher over the next 12months.
NEUTRAL The stock return is expected to be within +/- 10% of a relevant benchmark’s return over the next 12 months.

UNDERPERFORM  The stock return is expected to be below a relevant benchmark’s return by -10% over the next 12 months.

TRADING BUY The stock return is expected to exceed a relevant benchmark’s return by 5% or higher over the next 3 months but the
underlying fundamentals are not strong enough to warrant an Outperform call.

TRADING SELL The stock return is expected to be below a relevant benchmark’s return by -5% or more over the next 3 months.

NOT RATED The stock is not within regular research coverage.

SECTOR

OVERWEIGHT The sector is expected to outperform a relevant benchmark over the next 12 months.
NEUTRAL The sector is expected to perform in line with a relevant benchmark over the next 12 months.

UNDERWEIGHT The sector is expected to underperform a relevant benchmark over the next 12 months.

DISCLAIMER

This document has been prepared solely for information and private circulation only. It is for distribution under such circumstances as may be
permitted by applicable law. The information contained herein is prepared from data and sources believed to be reliable at the time of issue of
this document. The views/opinions expressed herein are subject to change without notice and solely reflects the personal views of the analyst(s)
acting in his/her capacity as employee of Public Investment Bank Berhad (“PIVB”). PIVB does not make any guarantee, representations or
warranty neither expressed or implied nor accepts any responsibility or liability as to its fairness liability adequacy, completeness or correctness
of any such information and opinion contained herein. No reliance upon such statement or usage by the addressee/anyone shall give rise to any
claim/liability for loss of damage against PIVB, Public Bank Berhad, its affiliates and related companies, directors, officers, connected
persons/employees, associates or agents.

This document is not and should not be construed or considered as an offer, recommendation, invitation or a solicitation of an offer to purchase
or subscribe or sell any securities, related investments or financial instruments. Any recommendation in this document does not have regards to
the specific investment objectives, financial situation, risk profile and particular needs of any specific persons who receive it. We encourage the
addressee of this document to independently evaluate the merits of the information contained herein, consider their own investment objectives,
financial situation, particular needs, risks and legal profiles, seek the advice of their, amongst others, tax, accounting, legal, business
professionals and financial advisers before participating in any transaction in respect of any of the securities of the company(ies) covered in this
document.

PIVB, Public Bank Berhad, our affiliates and related companies, directors, officers, connected persons/employees, associates or agents may own
or have positions in the securities of the company(ies) covered in this document or any securities related thereto and may from time to time add
or dispose of, or may be materially interested in, any such securities. Further PIVB, Public Bank Berhad, our affiliates and related companies,
associates or agents do and/or seek to do business with the company(ies) covered in this document and may from time to time act as market
maker or have assumed an underwriting commitment in the securities of such company(ies), may sell them or buy them from customers on a
principal basis, may have or intend to accommodate credit facilities or other banking services and may also perform or seek to perform
investment banking, advisory or underwriting services for or relating to such company(ies) as well as solicit such investment advisory or other
services from any entity mentioned in this document. The analyst(s) and associate analyst(s) principally responsible for the preparation of this
document may participate in the solicitation of businesses described aforesaid and would receive compensation based upon various factors,
including the quality of research, investor client feedback, stock pickings and performance of his/her recommendation and competitive factors.
The analyst(s) and associate analyst(s) may also receive compensation or benefit (including gift and company/issuer-sponsored and paid trips in
line with the Bank’s policies) in executing his/her duties. Hence, the addressee or any persons reviewing this document should be aware of the
foregoing, amongst others, may give rise to real or potential conflicts of interest.
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