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Cautiously optimistic

Despite similar trends for our previews, 1Q15 mobile industry performance
trumped our forecasts (9%/2% vs. 8%/-2%, revenue and EBITDA growth %
yoy, implying stronger mobile broadband demand and less aggressive
marketing activities). But we are still cautious over competitive intensity in
the upcoming quarters – with DTAC (our top pick) becoming more aggressive,
AIS aiming to convert as many as 2G device customers to 3G and True aiming
to maintain its revenue growth traction. So, we remain Neutral on the sector.
Figure 1: The valuation matrix (EV/EBITDA adjusted with 3-year EBITDA CAGR)
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What Happened
AIS was a clear winner in terms of operating performance. DTAC was still a
loser but to a lesser extent. True continued to gain market share but at a higher
cost. Overall industry revenue grew 9% yoy on the back of higher mobile data
consumption and stronger device sales as telcos were quite aggressive in
boosting 3G device penetration and mobile data.

What We Think
We continue to see more intense competition for three key reasons: 1) unequal
bandwidth for 4G, 2) likely higher cost under the remedy period, and 3)
revenue and cost advantages coming from customers with 3G devices.
On infrastructure sharing, we think that it is already good enough if private
telcos could make deals to lease SOEs’ concessionary assets (towers under
disputes, active and passive network equipment) with or without exclusivity.
The best-case scenario is the telecom pool concept, under which all telcos will
be able to access any SOE infrastructure. This model will be best for DTAC,
whose business model hinges heavily on the infrastructure-sharing scheme.
On 4G auction, though we believe that the 4G auction will happen as scheduled
in Nov 15, we have to closely monitor any progress of the Digital Economy Bill
and Frequency Allocation (NBTC) Bill enactments. We have identified two
issues that may lengthen the 4G spectrum auction process: departures of
commissioners and slow process of the digital economy policy drafting.

What You Should Do
We are Neutral on the Thailand mobile sector given the intense competition
and risk of 4G auction delay. DTAC is our top pick as it is expected to bag one
spectrum licence (1800MHz or 900MHz) and be a prime beneficiary under any
favourable infrastructure-sharing scenario, besides its cheap relative valuation.
IMPORTANT DISCLOSURES, INCLUDING ANY REQUIRED RESEARCH CERTIFICATIONS, ARE PROVIDED AT THE END OF THIS REPORT.
Designed by Eight, Powered by EFA

Telco - Mobile│Thailand
May 19, 2015

1Q15 wrap-up
AIS was a clear winner in terms of operating performance. DTAC was still a
loser but to a lesser extent. True continued to gain market share but at a higher
cost. The 2Q15 operating performance picture could be much more interesting
as DTAC has raised the stakes by striving to regain revenue growth momentum
via the adoption of its 1800MHz concessionary spectrum for 4G services.
Meanwhile, overall industry revenue grew 9% yoy on the back of higher mobile
data consumption and stronger device sales as telcos were quite aggressive in
boosting 3G device penetration and mobile data consumption to ramp up the
utilisation of their new network capacity. As a result, overall EBITDA expanded
only 2% yoy and overall EBIT contracted by 6% yoy in 1Q15.
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Figure 4: DTAC lost EBITDA market
share for four consecutive quarters but
the negative momentum has decelerated
markedly
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High marketing activities to continue
We continue to see more intense competition in the market for three key
reasons. First, telcos have unequal spectrum to provide 3G and 4G services,
resulting in more aggressive capex and opex to narrow the service and coverage
gaps relative to other players. Second, telcos tend to avoid extra costs in
providing 2G services under the remedy period as the NBTC is amending the
regulation to achieve a higher level of accuracy in distributing excess profits
from telcos. Lastly, telcos could face intense pressure if they fall behind their
competitors in terms of both revenue market share and cost structure as the
customer conversion from 2G to 3G devices could provide the room for ARPU
uplift and generate regulatory cost savings.
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Figure 5: 3G device penetration still has a long way to go
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Figure 6: 3G device adoption rate by operators
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Tower sharing
Although we are positive on the government’s policy direction to encourage
infrastructure sharing and DTAC’s ongoing negotiations with CAT on this issue,
we see many stumbling blocks – including the requirement of the public and
private partnership regulation, the subjectivity of asset price valuations, the
determination of joint venture structures between SOEs and private telcos, etc.
We think that it is already good enough if private telcos could make deals with
SOEs to lease out concessionary assets (towers under disputes, active and
passive network equipment) with or without exclusivity. This structure will
allow telcos to evaluate revenue and cost models more effectively as well as to
prepay future capex. Our existing assumptions simply apply the network lease
cost to equalise the amortisation cost, which appears to be 25-30% higher than
the market reference rate of TRUEIF. Meanwhile, we think that the joint
venture model between SOEs and private telcos looks convincing for both
parties but this model may be difficult to implement as it will create either a
dilemma in accounting practice or a possible controversial legal issue in the
future or both.
The best-case scenario is the telecom pool concept, under which all telcos will
be able to access any SOE infrastructure. This model will undoubtedly be good
for the whole country in terms of efficiency and will be best for DTAC, whose
business model hinges heavily on the infrastructure-sharing scheme. However,
this structure will definitely face objections from AIS and True, both of which
have been investing heavily in developing their own infrastructure.
Figure 7: Tower distribution profile
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The new NBTC bill
Although we believe that the 4G auction will happen as scheduled in Nov 15, we
have to closely monitor any progress of the Digital Economy Bill and Frequency
Allocation (NBTC) Bill enactments by the government and the National
Legislation Assembly (NLA). We believe that the government will be pushing
3
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for enactment of the Digital Economy Bill and the NBTC Bill in Jun-Jul 15,
prior to the NBTC’s reactivation of the 4G spectrum auction procedure on 18
Jul 15. According to local newspapers, both bills are currently being reviewed
by the Council of State (COS) and should be forwarded to the cabinet for final
approval in the next few weeks before going to the National Legislation
Assembly for its consideration.
Based on the draft NBTC bill from the Council of State, we have identified two
issues that may lengthen the 4G spectrum auction process. First, the draft bill
stipulates that the NBTC will be scrapped if there are fewer than four
commissioners. Second, the NBTC’s action will have to comply with the
national policy for the development of digital society and economy formulated
by the Ministry of Digital Economy.

Valuation and recommendation
We are Neutral on the Thailand mobile sector in view of the intense
competition and risk of 4G auction delay. DTAC is our top pick as it is expected
to bag one spectrum licence (1800MHz or 900MHz) and be a prime beneficiary
under any favourable infrastructure-sharing scenario, besides its cheap relative
valuation. On the other hand, AIS has executed its strategy well so far but its
share price is relatively expensive, thus presenting some downside risk if the 4G
auction timeframe is delayed. We prefer Intouch to AIS as the former trades at
a 19% discount to its market NAV. We reiterate our Reduce rating on True as it
will be the prime loser under the 4G spectrum auction and infrastructuresharing scenarios.
Figure 9: Sector comparisons
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This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality,
state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation.
By accepting this report, the recipient hereof represents and warrants that he is entitled to receive such report in accordance with the restrictions
set forth below and agrees to be bound by the limitations contained herein (including the “Restrictions on Distributions” set out below). Any failure
to comply with these limitations may constitute a violation of law. This publication is being supplied to you strictly on the basis that it will remain
confidential. No part of this report may be (i) copied, photocopied, duplicated, stored or reproduced in any form by any means or (ii) redistributed
or passed on, directly or indirectly, to any other person in whole or in part, for any purpose without the prior written consent of CIMB.
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where appropriate, any other market. Information on the accounts and business of company(ies) will generally be based on published
statements of the company(ies), information disseminated by regulatory information services, other publicly available information and information
resulting from our research.
Whilst every effort is made to ensure that statements of facts made in this report are accurate, all estimates, projections, forecasts, expressions
of opinion and other subjective judgments contained in this report are based on assumptions considered to be reasonable as of the date of the
document in which they are contained and must not be construed as a representation that the matters referred to therein will occur. Past
performance is not a reliable indicator of future performance. The value of investments may go down as well as up and those investing may,
depending on the investments in question, lose more than the initial investment. No report shall constitute an offer or an invitation by or on behalf
of CIMB or its affiliates to any person to buy or sell any investments.
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securities of such company(ies), may sell them to or buy them from customers on a principal basis and may also perform or seek to perform
significant investment banking, advisory, underwriting or placement services for or relating to such company(ies) as well as solicit such
investment, advisory or other services from any entity mentioned in this report.
CIMB or its affiliates may enter into an agreement with the company(ies) covered in this report relating to the production of research reports.
CIMB may disclose the contents of this report to the company(ies) covered by it and may have amended the contents of this report following
such disclosure.
The analyst responsible for the production of this report hereby certifies that the views expressed herein accurately and exclusively reflect his or
her personal views and opinions about any and all of the issuers or securities analysed in this report and were prepared independently and
autonomously. No part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific
recommendations(s) or view(s) in this report. CIMB prohibits the analyst(s) who prepared this research report from receiving any compensation,
incentive or bonus based on specific investment banking transactions or for providing a specific recommendation for, or view of, a particular
company. Information barriers and other arrangements may be established where necessary to prevent conflicts of interests arising.
However, the analyst(s) may receive compensation that is based on his/their coverage of company(ies) in the performance of his/their duties or
the performance of his/their recommendations and the research personnel involved in the preparation of this report may also participate in the
solicitation of the businesses as described above. In reviewing this research report, an investor should be aware that any or all of the foregoing,
among other things, may give rise to real or potential conflicts of interest. Additional information is, subject to the duties of confidentiality,
available on request.
Reports relating to a specific geographical area are produced by the corresponding CIMB entity as listed in the table below. The term “CIMB”
shall denote, where appropriate, the relevant entity distributing or disseminating the report in the particular jurisdiction referenced below, or, in
every other case, CIMB Group Holdings Berhad ("CIMBGH") and its affiliates, subsidiaries and related companies.

Country
Hong Kong
Indonesia
India
Malaysia
Singapore
South Korea
Taiwan
Thailand
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CIMB Securities Limited
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and/or any other derivatives) in the following company or companies covered or recommended in this report:
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recommended in this report:
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consent of CIMBS.
CIMB Securities (Thailand) Co., Ltd. may act or acts as Market Maker and issuer including offering of Derivative Warrants Underlying securities
of the following securities. Investors should carefully read and study the details of the derivative warrants in the prospectus before making
investment decisions.
AAV, ADVANC, AIT, AMATA, ANAN, AOT, AP, ASP, BANPU, BAY, BBL, BCH, BCP, BEC, BECL, BGH, BH, BIGC, BJC, BJCHI, BLAND, BMCL,
BTS, CENTEL, CK, CPALL, CPF, CPN, DELTA, DEMCO, DTAC, EARTH, EGCO, ERW, GFPT, GLOBAL, GLOW, GUNKUL, HANA, HEMRAJ,
HMPRO, ICHI, IFEC, INTUCH, IRPC, ITD, IVL, JAS, KBANK, KCE, KKP, KTB, KTC, KTIS, LH, LOXLEY, LPN, M, MAJOR, MC, MEGA, MINT,
NOK, PS, PSL, PTG, PTT, PTTEP, PTTGC, QH, RATCH, RML, ROBINS, SAMART, SAWAD, SCB, SCC, SCCC, SF, SGP, SIM, SIRI, SPALI,
SPCG, SRICHA, STA, STEC, STPI, SVI, TCAP, THAI, THCOM, THREL, TICON, TISCO, TMB, TOP, TPIPL, TTA, TTCL, TTW, TUF, UV, VGI,
TRUE.
Corporate Governance Report:
The disclosure of the survey result of the Thai Institute of Directors Association (“IOD”) regarding corporate governance is made pursuant to the
policy of the Office of the Securities and Exchange Commission. The survey of the IOD is based on the information of a company listed on the
Stock Exchange of Thailand and the Market for Alternative Investment disclosed to the public and able to be accessed by a general public
investor. The result, therefore, is from the perspective of a third party. It is not an evaluation of operation and is not based on inside information.
The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey result may
be changed after that date. CIMBS does not confirm nor certify the accuracy of such survey result.
Score Range:
Description:

90 - 100
Excellent

80 - 89
Very Good

70 - 79
Good

Below 70 or
N/A

No Survey Result

United Arab Emirates: The distributor of this report has not been approved or licensed by the UAE Central Bank or any other relevant licensing
authorities or governmental agencies in the United Arab Emirates. This report is strictly private and confidential and has not been reviewed by,
deposited or registered with UAE Central Bank or any other licensing authority or governmental agencies in the United Arab Emirates. This report
is being issued outside the United Arab Emirates to a limited number of institutional investors and must not be provided to any person other than
the original recipient and may not be reproduced or used for any other purpose. Further, the information contained in this report is not intended to
lead to the sale of investments under any subscription agreement or the conclusion of any other contract of whatsoever nature within the territory
of the United Arab Emirates.
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United Kingdom and Europe: In the United Kingdom and European Economic Area, this report is being disseminated by CIMB Securities (UK)
Limited (“CIMB UK”). CIMB UK is authorised and regulated by the Financial Conduct Authority and its registered office is at 27 Knightsbridge,
London, SW1X 7YB. This report is for distribution only to, and is solely directed at, selected persons on the basis that those persons: (a) are
persons that are eligible counterparties and professional clients of CIMB UK; (b) have professional experience in matters relating to investments
falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the “Order”); (c) are
persons falling within Article 49 (2) (a) to (d) (“high net worth companies, unincorporated associations etc”) of the Order; (d) are outside the
United Kingdom; or (e) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section 21 of the
Financial Services and Markets Act 2000) in connection with any investments to which this report relates may otherwise lawfully be
communicated or caused to be communicated (all such persons together being referred to as “relevant persons”). This report is directed only
at relevant persons and must not be acted on or relied on by persons who are not relevant persons. Any investment or investment activity to
which this report relates is available only to relevant persons and will be engaged in only with relevant persons.
Only where this report is labelled as non-independent, it does not provide an impartial or objective assessment of the subject matter and does
not constitute independent "investment research" under the applicable rules of the Financial Conduct Authority in the UK. Consequently, any
such non-independent report will not have been prepared in accordance with legal requirements designed to promote the independence of
investment research and will not subject to any prohibition on dealing ahead of the dissemination of investment research.
United States: This research report is distributed in the United States of America by CIMB Securities (USA) Inc, a U.S.-registered broker-dealer
and a related company of CIMB Research Pte Ltd, CIMB Investment Bank Berhad, PT CIMB Securities Indonesia, CIMB Securities (Thailand)
Co. Ltd, CIMB Securities Limited, CIMB Securities (Australia) Limited, CIMB Securities (India) Private Limited, and is distributed solely to persons
who qualify as "U.S. Institutional Investors" as defined in Rule 15a-6 under the Securities and Exchange Act of 1934. This communication is only
for Institutional Investors whose ordinary business activities involve investing in shares, bonds and associated securities and/or derivative
securities and who have professional experience in such investments. Any person who is not a U.S. Institutional Investor or Major Institutional
Investor must not rely on this communication. The delivery of this research report to any person in the United States of America is not a
recommendation to effect any transactions in the securities discussed herein, or an endorsement of any opinion expressed herein. CIMB
Securities (USA) Inc, is a FINRA/SIPC member and takes responsibility for the content of this report. For further information or to place an order
in any of the above-mentioned securities please contact a registered representative of CIMB Securities (USA) Inc.
CIMB Securities (USA) Inc does not make a market on the securities mentioned in the report.
Other jurisdictions: In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is only for distribution to
professional, institutional or sophisticated investors as defined in the laws and regulations of such jurisdictions.
Distribution of stock ratings and investment banking clients for quarter ended on 31 March 2015
1420 companies under coverage for quarter ended on 31 March 2015
Rating Distribution (%)

Investment Banking clients (%)

Add

55.4%

6.6%

Hold

31.3%

3.8%

Reduce

13.2%

1.3%

Corporate Governance Report of Thai Listed Companies (CGR). CG Rating by the Thai Institute of Directors Association (Thai IOD) in 2014.
AAV – Very Good, ADVANC – Very Good, AEONTS – not available, AMATA - Good, ANAN – Very Good, AOT – Very Good, AP - Good, ASK – Very Good,
ASP – Very Good, BANPU – Very Good , BAY – Very Good , BBL – Very Good, BCH – not available, BCP - Excellent, BEAUTY – Good, BEC - Good, BECL –
Very Good, BGH - not available, BH - Good, BIGC - Very Good, BJC – Good, BLA – Very Good, BMCL - Very Good, BTS - Excellent, CCET – Good,
CENTEL – Very Good, CHG – not available, CK – Very Good, CPALL – not available, CPF – Very Good, CPN - Excellent, DELTA - Very Good, DEMCO – Good,
DTAC – Very Good, EA - Good, ECL – not available, EGCO - Excellent, GFPT - Very Good, GLOBAL - Good, GLOW - Good, GRAMMY - Excellent, HANA Excellent, HEMRAJ – Very Good, HMPRO - Very Good, ICHI - not available, INTUCH - Excellent, ITD – Good, IVL - Excellent, JAS – not available, JUBILE –
not available, KAMART – not available, KBANK - Excellent, KCE - Very Good, KGI – Good, KKP – Excellent, KTB - Excellent, KTC – Good, LH - Very Good,
LPN – Very Good, M - not available, MAJOR - Good, MAKRO – Good, MBKET – Good, MC – Very Good, MCOT – Very Good, MEGA – Good, MINT Excellent, OFM – Very Good, OISHI – Good, PS – Very Good, PSL - Excellent, PTT - Excellent, PTTEP - Excellent, PTTGC - Excellent, QH – Very Good,
RATCH – Very Good, ROBINS – Very Good, RS – Very Good, SAMART - Excellent, SAPPE - not available, SAT – Excellent, SAWAD – not available, SC –
Excellent, SCB - Excellent, SCBLIF – Good, SCC – Very Good, SCCC - Good, SIM - Excellent, SIRI - Good, SPALI - Excellent, STA – Very Good, STEC - Good,
SVI – Very Good, TASCO – Good, TCAP – Very Good, THAI – Very Good, THANI – Very Good, THCOM – Very Good, THRE – not available, THREL – Good,
TICON – Good, TISCO - Excellent, TK – Very Good, TMB - Excellent, TOP - Excellent, TRUE – Very Good, TTW – Very Good, TUF - Good, VGI – Very Good,
WORK – not available.
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CIMB Recommendation Framework
Stock Ratings
Definition:
Add
The stock’s total return is expected to exceed 10% over the next 12 months.
Hold
The stock’s total return is expected to be between 0% and positive 10% over the next 12 months.
Reduce
The stock’s total return is expected to fall below 0% or more over the next 12 months.
The total expected return of a stock is defined as the sum of the: (i) percentage difference between the target price and the current price and (ii) the forward
net dividend yields of the stock. Stock price targets have an investment horizon of 12 months.
Sector Ratings
Overweight
Neutral
Underweight

Definition:
An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive absolute recommendation.
A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute recommendation.
An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative absolute recommendation.

Country Ratings
Overweight
Neutral
Underweight

Definition:
An Overweight rating means investors should be positioned with an above-market weight in this country relative to benchmark.
A Neutral rating means investors should be positioned with a neutral weight in this country relative to benchmark.
An Underweight rating means investors should be positioned with a below-market weight in this country relative to benchmark.

*Prior to December 2013 CIMB recommendation framework for stocks listed on the Singapore Stock Exchange, Bursa Malaysia, Stock Exchange of Thailand,
Jakarta Stock Exchange, Australian Securities Exchange, Taiwan Stock Exchange and National Stock Exchange of India/Bombay Stock Exchange were
based on a stock’s total return relative to the relevant benchmarks total return. Outperform: expected to exceed by 5% or more over the next 12 months.
Neutral: expected to be within +/-5% over the next 12 months. Underperform: expected to be below by 5% or more over the next 12 months. Trading Buy:
expected to exceed by 3% or more over the next 3 months. Trading Sell: expected to be below by 3% or more over the next 3 months. For stocks listed on
Korea Exchange, Hong Kong Stock Exchange and China listings on the Singapore Stock Exchange. Outperform: Expected positive total returns of 10% or
more over the next 12 months. Neutral: Expected total returns of between -10% and +10% over the next 12 months. Underperform: Expected negative total
returns of 10% or more over the next 12 months. Trading Buy: Expected positive total returns of 10% or more over the next 3 months. Trading Sell: Expected
negative total returns of 10% or more over the next 3 months.
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