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2023 Outlook: Prefer mobile plays on strong

roaming recovery HSI: 18,736
e Expect roaming revenue to recover to 65%-70%
of pre-COVID levels ANALYST

steady sub growth and ARPU improvement

e Enterprise business is resilient; supported by

continuous enterprise digitalisation Recommendation & valuation

¢ Benefited from roaming rebound, upgrade HT

(215 HK) to BUY with SMT (315 HK) as top pick,
given its higher dividend yield of c.9%

Company

HKBN

Strong earnings rebound supported by roaming recovery. In - (1310 Hk) 529 1110 BUY 892 131

FY23, we expect roaming revenue to recover to 65%-70% of HKT Trust

pre-COVID levels and contribute 8%-15% of mobile service (6823 HK) 938 1360  BUY 9139 83

revenue. Thanks to the 50%+ roaming profit margin, we Smartone

expect Smartone’s and Hutchison Telecom's earnings to Telecorn (315 4.06 710 BUY 577 91

rebound by 23% and to HK$236m y-o-y (from net loss of HK)

HK$17m in FY22) in FY23, respectively, 20% and 50% higher Hutchison

than market expectations. Telecom (215 1.15 1.40 BUY 712 6.5
HK)

Stable growth in residential broadband market. We expect
residential broadband subscribers to grow 1.4% and 2.1% y-
o-y in FY23 and FY24, respectively, with the supply of new
housing. We expect the ARPU of fixed-line operators to
rebound in FY23 with healthier competition, and operators
are also upselling bandwidth and cross-selling more value-
added services.

Source: Thomson Reuters, DBS Bank (Hong Kong) Limited (“DBS HK”)

Closing price as of 1 Dec 2022

Resilient enterprise business. Demand for telecom services
such as broadband and VPN has been resilient. We forecast
the Hong Kong enterprise market will grow ¢.2% p.a. from
FY22 onwards, supported by continuous enterprise
digitalisation, despite companies shifting from full work-
from-home mode to hybrid mode.

Upgrade Hutchison Telecom to BUY and name Smartone as
top pick. We prefer mobile to fixed-line operators, as the
former enjoys a strong earnings rebound from roaming
recovery, while we prefer Smartone to Hutchison Telecom
on its higher dividend yield of ¢.9%.
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Introduction

The Hong Kong Telecom market has been negatively
impacted by the loss of roaming revenue since 2019 due to
travel restrictions amid the COVID outbreak. We expect
mobile operators to benefit from roaming revenue recovery
thanks to gradual border re-opening. We estimate
Smartone’s earnings to grow by 23% in FY6/23. On the other
hand, the overall fixed-line market, including residential and
enterprise, should be stable, supporting HKT (6823 HK)'s
and HKBN (1310 HK)'s dividend yields of c.8% and ¢.13%,
respectively.

Mobile market outlook

Before the COVID outbreak, 12%-20% of Hong Kong mobile
operators’ revenue was contributed by the roaming
segment, but this reduced to 4%-8% in FY21. In FY23, we
expect roaming revenue to recover to 65%-70% of the pre-
COVID level and contribute 8%-15% of mobile service
revenue. Thanks to the 50%+ profit margin, we expect SMT
(“SMT"Ys and Hutchison (“HT")'s earnings to rebound by 23%
and HK$253m y-o-y (from net loss of HK$17m in FY22) in
FY23, respectively, 20% and 50% higher than market
expectations.

Expect robust earnings rebound from roaming recovery

On 26 Sep 2022, the Hong Kong Government relaxed travel
restrictions with a “0+3" policy for travellers arriving or
returning to Hong Kong. According to the Hong Kong
Immigration Department, the number of daily passenger
departures rebounded from 2,000-3,000 per day in the
second half of 2021 to over 10,000 in November 2022. We
expect the number will continue to increase with more flight
capacity in place. Cathy Pacific expects its capacity to return
to 70% of pre-COVID levels by the end of 2023, with the aim
to reach 100% in 2024. The policy is supporting outbound
travel, and thus outbound roaming recovery. We expect
inbound roaming to pick up in 2Q23.

Hong Kong resident average daily departure
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We raised roaming revenue forecasts of HKT, SMT, and HT
by 32%, 27%, and 29%, respectively, for FY23, representing
65%-70% of pre-COVID levels. This will also be translated to
8%, 10%, and 15% of their respective mobile service
revenues in FY23.

Pure mobile operators will be more sensitive to mobile
roaming revenue recovery and enjoy stronger earnings
recovery. In FY6/22, SMT's roaming revenue recovered to
39% of pre-COVID levels, representing 6.3% of its mobile
service revenue. Recently, the company has also disclosed
that the number has reached 51% in September 2022 via
an interview with local media. We expect its earnings to
further rebound by 11% to HK$585m in FY6/24. For HT, we
expect its earnings to grow by 64% to HK$386m for FY24.

Page 2



China / Hong Kong Industry Focus

Hong Kong Telecom Sector

BaDBS

Live more, Bank less

Roaming estimation summary

FY19 FY22E FY23E

HKT Roaming revenue ($HK, m) 1,010 505 707

% of mobile service revenue 12% 6% 8%
% of pre COVID level - 50%  70%
SMT* Roaming revenue ($HK, m) 725 285 471

% of mobile service revenue 16% 6% 10%
% of pre COVID level - 39% 65%
HT Roaming revenue ($HK, m) 738 369 517
% of mobile service revenue 20% 11% 15%
% of pre COVID level - 50%  70%

*FY6/22 actual and FY6/23 estimate for SMT

Source: Companies, DBS HK

Roaming plan (APAC example)

Mobile post-paid sub market share (FY21)

1 day 5 days 7 days 14 days
csl./1010 $138 3188 - -
<$38/day>
Smartone $78 s B
<$25/day> <$23/day>
3HK $98 R $98 .
<$14 day>

Source: Company data

Source: Companies, DBS HK

Change in % of roaming recovery vs. % change in FY23 NP

CMHK and
others
34%

SMT
18%

Source: Companies, OFCA, DBS HK

Mobile service revenue

-10ppts -5ppts 0% +5ppts +10ppts

HKT -0.8% -0.4% - 0.4% 0.8%
SMT* -5.5% -2.8% - 2.8% 5.5%
HT -11.5%  -5.7% - 5.7% 11.5%

*FY6/23 estimate for Smartone

Source: Companies, DBS HK

Steady mobile ARPU amid rational competition

Setting aside roaming recovery, we expect competition to
remain rational, partly due to the financial pressure of pure
mobile operators in the absence of roaming revenue. We
expect a steady mobile ARPU uplift from 5G upgrades.
Overall, we forecast total mobile service revenue to grow
2.8%, 5.7%, and 4.7% y-o-y in FY22, FY23, and FY24,
respectively. Given the high-net profit margin nature of the
roaming business, a roaming rebound has more impact on
mobile operators’ earnings than on revenue.

HK$m
20,000 - - 8%
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10,000 4 - 0%
- 2%
5,000 A - -4%
- -6%
0 r -8%
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. HKT (LHS) HT (LHS)
SMT (LHS) e Growth rate (%) (RHS)

Source: Companies, DBS HK
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Mobile blended ARPU
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5G SIM-only plan for port-in sub - Oct2022

5G Oct 2022

(HK$ / month) SMT Three csl. 1010 CMHK
8GB 299

10GB 118
12GB 389

20GB 125
30GB 198
50GB 358 419 149
60GB 189

65GB

80GB 228 398 459

100GB 288 468 539 199
110GB 298

150GB 559

200GB 388 398
250GB 250
300GB 688 759 498
Unlimited 1,010

Source: Companies, DBS HK

Fixed-line market outlook
Stable residential sub growth in 2023 and 2024

We expect residential broadband subscribers to grow 1.4%
and 2.1% y-o-y in 2023 and 2024, respectively, mainly driven
by the launch of new housing units, including first-hand
private residential units, public rental housing, and other
subsidised sales flats.

The Hong Kong residential broadband market is almost
saturated, with penetration at 99% as of July 2022,
according to the OFCA. Industry growth will mainly come
from new housing units. There could be 95k potential first-
hand private residential units and 95k public rental housing
and other subsidised sales flats in the next four years,
according to the Transport and Housing Bureau and
Housing Authority, respectively. We expect total residential
broadband subscribers to grow at a CAGR of 1.8% in 2021-
2024E, increasing from 2,609k in 2021 to 2,755k in 2024.

Hong Kong residential broadband sub number
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Source: Companies, OFCA, DBS HK

Further deterioration of competition unlikely

In 2021, HKBN set an aggressive target of 1m residential
broadband subscribers by FY8/22 (from a 886m customer
base). Despite the partnership with OTT content providers
like Disney+ and Netflix and aggressive price cuts, its
subscribers only increased by 11k or 1% y-o-y to 897k
(c.10% of its 114k net addition target), with ARPU dropping
by 3% y-0-y to HK$184 in FY22. We believe this is a moving
target and expect HKBN will do more cross-selling instead of
continuing its price cutting strategy, therefore leading to a
more rational competition environment overall.

We expect APRU of fixed-line operators to rebound in FY23
with healthier competition, and operators are also upselling
bandwidth and cross-selling more value-added services
such as home gateway products and over-the-top content
services.

The percentage of broadband internet access lines with
downstream speed of 1Gbps+ has increased by 11.4ppts
since December 2020, to 60.1% in August 2022.
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We forecast overall residential broadband revenue to
increase by 1.9%, 4%, and 4.3% y-o-y for FY22, FY23, and
FY24, respectively.

Hong Kong residential broadband revenue
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Hong Kong residential broadband sub market share (2021)

i-Cable
and others
10%

HKBN
34%

Source: Companies, DBS HK

Enterprise business supported by enterprise digitalisation

Demand for enterprise telecom services such as broadband
and VPN has been resilient. According to the OFCA, the
number of business broadband subscribers were stable, at
around 321k-323k, and the percentage of business lines
with downstream speed of 100Mbps+ has expanded 3ppts
since September 2020 to ¢.66% in August 2022. Looking
forward, we forecast the Hong Kong enterprise market will
grow c.2% y-o-y in FY22 and onwards, supported by

continuous enterprise digitalisation despite companies
shifting from full work-from-home mode to hybrid mode.

Interest rate sensitivity analysis

Fixed-line telecom operators, such as HKT and HKBN, are
characterised by a higher net debt-to-EBITDA ratio.

HKBN has the highest net debt-to-EBITDA ratio of 3.8x as at
the end of FY8/22, followed by HKT's 3.4x as at the end of
FY21. SMT and HT have net cash of HK$967m and
HK$3,975m as of December 2021.

Both HKT and HKBN paid out dividends to shareholders
from its free cash flow generated.

In the interest rate upcycle, they will be facing a higher
earnings and dividend risk. In FY8/22, HKBN changed its
payout ratio to 75%, from 100% which it had been adopting
since listing in 2015.

If we were to assume that all debt is floating, we estimate
that every 1% hike in interest would increase interest cost
by HK$437m and HK$117m, respectively, for HKT and
HKBN, reducing dividend by 7.9% and 14.9%, respectively.
HKBN stands to suffer the most from an increase in interest
rates, assuming no interest rate hedging.

Debt with floating/fixed rate mix

FY21 Floating rate Fixed rate
HKT 49% 51%
HKBN* 94% 6%
SMT* 4% 96%
HT 0% 0%

*FY8/22 for HKBN, FY6/22 for SMT

Source: Companies, DBS HK
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Interest rate sensitivity analysis

Net debt to

EBITDA as at

the end of

FY21*

HKT 3.4x
HKBN™* 3.8x
SMT* Net cash
HT Net cash

*FY8/22 for HKBN, FY6/22 for SMT

Source: Companies, DBS HK

Total
borrowings
(HK$m) as at
end of FY21*
43,689

11,690

1,511

% of Total
borrowings

Fixed-
rate
51%
6%
96%
0%

Floating-
rate

49%

94%

4%

0%

1% int. rate impact
(floating only)

Dollar
amount
(HK$m)

212
110

% change of
dividend in
FY21*

3.8%

14.0%

0.2%

0.0%

1% int. rate impact
(assume all floating)

Dollar
amount
(HK$m)
437

117

15

% change of
dividend in
FY21*

7.9%

14.9%

4.5%

0.0%
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Valuation and recommendations

We prefer mobile operators to fixed-line or integrated
operators, as the former enjoys a strong earnings rebound
from roaming recovery, which has not been fully priced in by
the market. We like SMT more, given its higher dividend
yield of c.9%. Overall, our pecking order is: SMT > HT >
HKBN > HKT.

Smartone (315 HK, BUY). We lift our roaming revenue
forecast by 27% and 33% and earnings estimation by 3%
and 9% for FY6/23 and FY6/24, respectively. We forecast the
company’'s earnings to increase by 23% and 11% y-o0-y in
FY6/23 and FY6/24, respectively. The stock is trading at a
C.8x FY6/23 PE, 1.55D below its historical average, and offers
a ¢.9% dividend yield. We maintain BUY on SMT with a
higher TP of at HK$7.1 due to the earnings revision. Our TP
is based on 15x FY6/23 PE, in line with its historical average.

Hutchison Telecom (215 HK, BUY). We raise our roaming
revenue forecast by 27%, 29%, and 33% in FY22, FY23, and
FY24, respectively. As a result, we lift our FY22 earnings
estimation from -HK$72m to -HK$17m and lift our earnings
estimation by 54% and 38% for FY23 and FY24, respectively.
We now forecast the company’s earnings to change by -
HK$21m, +HK$253m, and +HK$150m y-o-y in FY22, FY23,
and FY24, respectively. We upgrade HT from HOLD to BUY
with a higher TP of HK$1.4 due to the earnings revision. Our
TP is based on sum of the parts: (1) HK$0.6 per share for
the mobile business at 15x FY23 PE, in line with the target
multiple for its major peer and (2) net cash of HK$0.8 per
share.

HKBN (1310 HK, BUY). We lift our adjusted free cash flow
(AFF) forecast slightly by 1-2% for FY8/23, FY8/24 and
FY8/25, as we expect ARPU improvement given healthier
competition environment going forward. Although
management reset its dividend distribution ratio to a lower
level of 75% going forward, vs. 100% since listing, we are
confident about business recovery and forecast AFF to grow
by 5% and 16% for FY8/23 and FY8/24, respectively. This will
translate to DPS of HK$0.68 and HK$0.79, respectively.
Overall, we remain positive about the company’'s outlook.
Maintain BUY for its attractive dividend yield of ¢.13% and lift
the TP to HK$11.1, based on a dividend discount model
(DDM), assuming 7.9% cost of equity and 1% terminal
growth rate.

HKT (6823 HK, BUY). We lift our AFF forecast by 1.3%, 1.7%,
and 2.5% for FY22, FY23, and FY24, respectively, due to
increased roaming revenue in their mobile service segment,
while largely keeping the assumptions for TSS, payTV, and
others segment unchanged. We forecast AFF to grow by
4.2%, 3.0%, and 3.0% in FY22, FY23, and FY24, respectively.
The company offers an attractive dividend yield of c.8% with
stable AFF growth in the next few years. We maintain our
BUY call with a higher TP of HK$13.6 due to AFF revision.
Our TP is based on DDM, assuming cost of equity of 7.2%
and terminal growth rate of 1%.
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Share price performance

Rebased (1 Jan 19 = 100)
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Source: Thomson Reuters
Share price performance table
Share price performance (%) 1-mth 3-mth 6-mth 12-mth YTD
SmarTone 3.0 (2.2) (2.9) (2.4) (2.2)
Hutchison Telecom 9.5 (0.9 (12.2) (10.2) (8.0
HKT Trust 4.5 (9.5) (12.5) (11.2) (10.5)
HKBN 6.2 (29.1) (47.1) (45.8) (44.7)
HSI 21.2 (4.4) (12.0) (20.8) (19.9)
Source: Thomson Reuters
Valuation
Mkt PE PE Yield Yield P/Bk P/Bk EV/EBITDA FCF Yield
Currency Price Cap Fiscal 23F  24F 23F 24F 23F 24F 23F 24F 23F 24F
Company Name Code Local$ US$m Yr X X % % X X X X % %
Hong Kong telecom operators
HKT Trust* 6823 HK HKD 938 9,139  Dec 139 132 83 86 20 20 85 85 97 94
Hutchison Telecom* 215HK HKD  1.15 712 Dec 235 143 65 65 05 05 10 07 205 213
Smartone Telecom* 315 HK HKD 4.06 577 Jun 8.6 7.7 9.1 102 0.8 0.8 1.5 1.2 409 443
HKBN* 1310 HK HKD  5.29 892 Aug 131 9.6 129 149 1.5 1.5 6.1 55 219 246
Average 14.8 11.2 9.2 10.0 1.2 1.2 43 4.0 23.3 24.9

# FY23: FY24; FY24: FY25

Source: Thomson Reuters, *DBS HK
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What's New

¢ Raising mobile roaming revenue by 27%, and thus
earnings by 3% in FY6/23

e Expect F6/23 roaming revenue to recover to 65% of its
FY6/19 level, contributing 10% to mobile service revenue

e Forecast earnings to grow by 23% and 12% for FY23 and
FY24, respectively

e Maintain BUY on ¢c.9% dividend yield

Price Relative
HKS$ Relative Index

10.5 214
194
174
154
7.5 134
6.5 114
94
74
54
3.5 4 + 34
Nov-19 Nov-20 Nov-21 Nov-22

—SmarTone (LHS) — Relative HSI (RHS)

Forecasts and Valuation

FY lun (HK$m) 2022A 2023F 2024F 2025F
Turnover 6.957 7418 7.645 8.069
EBITDA 2132 2.296 2402 2,636
Pre-tax Profit 600 738 822 1.018
Net Profit 423 522 582 720
Net Pft (Pre Ex) (core profit) 423 522 582 720
Net Profit Gth (Pre-ex) (%) (4.8) 234 1.4 23.8
EPS (HK$) 0.38 0.47 0.52 0.65
EPS (HK$) 0.38 0.47 0.52 0.65
EPS Gth (%) (4.3) 234 1.4 23.8
Diluted EPS (HK$) 0.38 0.47 0.52 0.65
DPS (HK$) 0.30 0.37 0.41 0.51
BV Per Share (HK$) 4.66 4.81 495 5.14
PE (X) 10.6 8.6 7.7 6.3
P/Cash Flow (X) 2.2 1.9 1.8 1.6
P/Free CF (X) 34 2.4 23 2.0
EV/EBITDA (X) 1.8 15 1.2 0.9
Net Div Yield (%) 7.4 9.1 10.2 12,6
P/Book Value (X) 0.9 0.8 0.8 0.8
Net Debt/Eauitv (X) CASH CASH CASH CASH
ROAE(%) 8.2 10.0 10.8 129
Earnings Rev (%): 3 9 New
Consensus EPS (HK$) 0.41 0.46 0.51
Other Broker Recs: B:6 S:0 H:1

Source of all data on this page: Company, DBS Bank (Hong Kong) Limited
(“DBS HK”), Thomson Reuters

Close to inflection point

Investment Thesis

5G launch to improve mobile ARPU outlook. We expect
SmarTone (SMT) to resume its earnings growth, thanks to the
launch of 5G services, which leads to higher data usage and
ARPU.

Roaming revenue recovery. Roaming revenue accounted for
only ¢.5% of mobile service revenue during the pandemic vs.
c.16% before COVID-19. A recovery in roaming revenue will
be positive for earnings growth.

Expect 5G capex to be manageable. We expect the company
to manage the 5G capex to match the development of new
business applications. We forecast its capex to drop to
HK$550-650m in FY6/23.

Valuation:
Our TP of HK$7.1 is pegged at 15x FY6/23 PE, in line with its
historical average.

Where we differ:

More positive about ARPU outlook. The market has not fully
priced in the roaming recovery factor for mobile operators,
we are more positive about the ARPU outlook for the
industry as we expect roaming business will return to ¢.70%
of pre-COVID levels in FY23.

Key Risks to Our View:

Irrational market competition. Hong Kong's mobile market is
crowded with four major players. Irrational pricing may lead
to a price war.

New entrant to the market. A new entrant to the mobile
market will intensify competition and lead to subscriber loss
and pricing pressure for existing players.

At A Glance
Issued Capital (m shrs) 1,106
Mkt Cap (HKm/US$m) 4,490/ 577
Major Shareholders (%)

Cellular 8 Holdings Ltd. 69.0
Free Float (%) 31.0
3m Avg. Daily Val. (US$m) 0.19

GICS Industry: Communication Services /
Telecommunication Services
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Company Background

SmarTone (SMT) is a mobile operator in Hong Kong
focusing on the high-end customer segment. It has a c.16%
mobile submarket share. Its major shareholder is Sun
Hung Kai Properties.

Historical PE and PB band

Forward PE band (x) PB band (x)

M +2sd: 22.6x 2.3 \A
18.7 | W +1sd: 18x 1s | -\'\M +2sd: 1.93x

+1sd: 1.55x
Avg: 13.4x 1.3 M
W Avg: 1.17x
o WMM

Mg, -1sd: 8.8x 0.8 _1sd: 0.8x
27 _2sd: 4.2x 03 -2sd: 0.42x
Dec-18 Dec-19 Dec-20 Dec-21 Dec-18 Dec-19 Dec-20 Dec-21

Source: Thomson Reuters, DBS HK
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Key Assumptions

FY lun 2021A 2022A 2023F 2024F 2025F
Mobile Sub number (k) 2,737.0 2,748.0 2,768.0 2,788.0 2,828.0
Mobile ARPU (HK$) 133.0 136.0 146.0 152.0 163.0

Source: Company, DBS HK

Segmental Breakdown (HK$ m)

FY Jun 2021A 2022A 2023F 2024F 2025F
Revenues (HK$ m)

Mobile service 4,339 4,489 4,826 5,053 5,477
Z'jZSSEt and accessory 2,381 2,469 2,592 2,592 2,592
Total 6,720 6,957 7418 7,645 8,069

Source: Company, DBS HK
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Income Statement (HK$ m)

FY lun 2021A 2022A 2023F 2024F 2025F
Revenue 6,720 6,957 7,418 7,645 8,069
Cost of Goods Sold (2,316) (2,402) (2,527) (2,540) (2,540)
Gross Profit 4,405 4,555 4,890 5,105 5,529
Other Opng (Exp)/Inc (3,730) (3,811) (4,047) (4,183) (4,417)
Operating Profit 674 744 843 922 1,112
Other Non Opg (Exp)/Inc 0 0 0 0 0
Associates & JV Inc 0 0 0 0 0
Net Interest (Exp)/Inc (78) (144) (106) (100) (94)
Dividend Income 0 0 0 0 0
Exceptional Gain/(Loss) 0 0 0 0 0
Pre-tax Profit 596 600 738 822 1,018
Tax (153) (177) (218) (242) (300)
Minority Interest 2 0 2 2 2
Preference Dividend 0 0 0 0 0
Net Profit 445 423 522 582 720
Net Profit before Except. 445 423 522 582 720
EBITDA 2,117 2,132 2,296 2,402 2,636
Growth

Revenue Gth (%) (3.8) 3.5 6.6 3.1 5.5
EBITDA Gth (%) 3.4 0.7 7.7 4.6 9.7
Opg Profit Gth (%) 29.7 103 13.4 9.3 20.6
Net Profit Gth (%) 17.3 (4.8) 23.4 1.4 238
Margins & Ratio

Gross Margins (%) 65.5 65.5 65.9 66.8 68.5
Opg Profit Margin (%) 10.0 10.7 1.4 121 13.8
Net Profit Margin (%) 6.6 6.1 7.0 7.6 8.9
ROAE (%) 8.8 8.2 10.0 10.8 12.9
ROA (%) 4.2 3.6 4.2 4.7 5.9
ROCE (%) 6.4 58 6.0 6.7 8.1
Div Payout Ratio (%) 75.0 78.5 785 78.5 785
Net Interest Cover (x) 8.6 52 8.0 9.2 11.9
Source: Company, DBS HK

Interim Income Statement (HK$ m)

FY Jun 2H2020 1H2021 2H2021 1H2022 2H2022
Revenue 2,730 3,244 3,476 3,792 3,166
Cost of Goods Sold (550) (1,039) (1,277) (1,492) (910)
Gross Profit 2,180 2,206 2,199 2,299 2,256
Other Oper. (Exp)/Inc (2,019) (1,826) (1,905) (1,908) (1,903)
Operating Profit 161 380 294 391 353
Other Non Opg (Exp)/Inc 0 0 0 0 0
Associates &JV Inc 0 0 0 0 0
Net Interest (Exp)/Inc (24) (38) 41) (55) (88)
Exceptional Gain/(Loss) 0 0 0 0 0
Pre-tax Profit 137 342 254 336 264
Tax (56) (78) (76) (83) (93)
Minority Interest 33 2 0 () 1
Net Profit 114 267 178 251 172
Net profit bef Except. 114 267 178 251 172
Growth

Revenue Gth (%) (15.4) (23.8) 27.3 16.9 (8.9)
Opg Profit Gth (%) (58.1) 59 82.7 29 199
Net Profit Gth (%) (62.1) 04 56.8 (5.7) (3.5)
Margins

Gross Margins (%) 79.9 68.0 63.3 60.6 71.3
Opg Profit Margins (%) 59 1.7 8.5 10.3 11.1
Net Profit Margins (%) 4.2 8.2 5.1 6.6 5.4

Source: Company, DBS HK
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SmarTone

BaDBS

Live more, Bank less

Balance Sheet (HK$ m)

FY Jun 2021A 2022A 2023F 2024F 2025F
Net Fixed Assets 3,584 3,654 3,548 3,418 3,249
Invts in Associates & JVs 0 0 0 0 0
Other LT Assets 3,878 5,526 5,051 4,566 4,081
Cash & ST Invts 2,160 2,195 2,616 3,092 3,692
Inventory 57 100 100 100 100
Debtors 332 344 356 368 381
Other Current Assets 639 762 762 762 762
Total Assets 10,650 12,581 12,432 12,307 12,266
ST Debt 77 1,445 1,445 1,445 1,445
Creditors 414 239 138 80 46
Other Current Liab 2,169 2,407 2,498 2,524 2,552
LT Debt 1,511 66 66 66 66
Other LT Liabilities 1,382 3,270 2,967 2,724 2,477
Shareholder’s Equity 5119 5154 5,320 5,471 5,686
Minority Interests (22) 0 (2) (4) (6)
Total Cap. & Liab. 10,650 12,581 12,432 12,307 12,266
Non-Cash Wkg. Capital (1,554) (1,447) (1,418) (1,374) (1,354)
Net Cash/(Debt) 572 684 1,105 1,581 2,181
Debtors Turn (avg days) 18.8 17.7 17.2 17.3 17.0
Creditors Turn (avg days) 181.0 117.7 64.2 37.6 22.7
Inventory Turn (avg days) 24.5 283 34.0 34.4 359
Asset Turnover (x) 0.6 0.6 0.6 0.6 0.7
Current Ratio (x) 1.2 0.8 0.9 1.1 1.2
Quick Ratio (x) 0.9 0.6 0.7 0.9 1.0
Net Debt/Equity (X) CASH CASH CASH CASH CASH
Net Debt/Equity ex Ml (X) CASH CASH CASH CASH CASH
Capex to Debt (%) 53.6 471 37.7 36.4 36.4
Z-Score (X) 1.7 1.8 1.9 NA NA
Source: Company, DBS HK

Cash Flow Statement (HK$ m)

FY lun 2021A 2022A 2023F 2024F 2025F
Pre-Tax Profit 596 600 738 822 1,018
Dep. & Amort. 1,768 1,820 1,938 1,970 2,018
Tax Paid (130) (109) (218) (242) (300)
Assoc. & JV Inc/(loss) 0 0 0 0 0
(Pft)/ Loss on disposal of FAs 17 1M 0 0 0
Chg in Wkg.Cap. 169 (265) (91) (48) (23)
Other Operating CF 0 (21) 45 45 44
Net Operating CF 2,420 2,036 2,413 2,546 2,757
Capital Exp.(net) (851) (712) (570) (550) (550)
Other Invts.(net) (204) (1,693) 0 0 0
Invts in Assoc. & JV 0 0 0 0 0
Div from Assoc & JV 0 0 0 0 0
Other Investing CF (81) (217) (378) (386) (399)
Net Investing CF (1,136) (2,622) (948) (936) (949)
Div Paid (328) (342) (356) (431) (505)
Chg in Gross Debt (223) (96) 0 0 0
Capital Issues (26) 0 0 0 N/A
Other Financing CF (741) (686) (689) (703) N/A
Net Financing CF (1,318) (1,124) (1,045) (1,133) (1,208)
Currency Adjustments 1 0 0 0 0
Chg in Cash (33) (1,709) 421 476 600
Opg CFPS (HK$) 2.02 2.08 2.26 234 2.51
Free CFPS (HK$) 1.41 1.19 1.66 1.80 1.99

Source: Company, DBS HK
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SmarTone Live more, Bank less

Target Price & Ratings History

HKS Closing
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Source: DBS HK
Analyst:  Tsz Wang Tam
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China / Hong Kong Company Update

Hutchison Telecom

Bloomberg: 215 HK Equity | Reuters: 0215.HK

Refer to important disclosures at the end of this report

DBS Group Research . Equity 2 Dec 2022

BUY wpgrade from Hold) Waiting for mobile roaming recovery

Last Traded Price (1 Dec 2022): HK$1.15 (HSI: 18,736)
Price Target 12-mth: HK$1.40 (22% upside) (Prev HK$1.20) Investment Thesis

Roaming revenue recovery. Roaming revenue accounted for

IT\"aVI\ySt Tam +852 36684195 1 am@db only ¢.8% during the pandemic vs. ¢.20% before COVID-19. A
> ang' am Szwangtam >com recovery in roaming revenue will be positive for earnings
¢ Raising mobile roaming revenue by 29%, and thus
earnings by 54% in FY23 Expect higher 5G penetration to drive ARPU recovery. We

forecast mobile ARPU will improve by 4%, 7%, and 2% in

E FY2 i 7 fi
o Expect FY23 roaming revenue to recover to 70% of its FY22, FY23, and FY24.

FY19 level, contributing 15% to mobile service revenue

e Forecast earnings to grow to HK$236m and HK$386m in | Huge cash position to be unlocked. We estimate Hutchison
FY23 and FY24, from -HK$17m and HK$236m in FY22 and | Telecom to have net cash of c.HK$3.6bn at the end of 2022,

FY23, respectively equivalent to c.HK$0.8 per share. The value could be
e Upgrade to BUY; with attractive dividend yield of ¢.7% unlocked with further special dividends in the future.
Price Relative Valuation:
HKs Relative Index Our TP of HK$1.4 is based on a SOTP valuation: (1) HK$0.6
213 per share for the mobile business, at 15x FY23 PE, in line

with its major peer, and (2) net cash of HK$0.8 per share.

173
153
2.4 133

e 113 Where we differ:
i 73 More cautious about earnings recovery. Due to the
oo | {22 slowdown of local service revenue growth and increasing
Nov-18 Nov-19 Nov-20 Nov-21 Nov-22 network costs, we are more cautious about Hutchison
—Hutchison Telecom (LHS)  — Relative HSI (RHS) Telecom'’s earnings recovery trajectory compared to its
Forecasts and Valuation peers.
FY Dec (HK$m) 2021A  2022F  2023F  2024F
Turnover 5.385 4,980 5450 5717 Key Risks to Our View:
EF;E/: Profit Még Mgg ngg Wigz Irratipnal markgt competition (downsidg risk). Hong Kong's
Net Profit 4 a7 236 386 mobile market is crowded with four major players. Irrational
Net Pft (Pre Ex) (core profit) 4 7 236 386 ici i
Net Profit Gth (Pre-ex) (%) (98.9) N/A N/A 63.6 pricing may lead to a price war.
EPS (HK$) 0.00 0.00 0.05 0.08
EPIS GéhE(E@S) K (908098 ONé/S oNéé 830.2 Recovery of mobile roaming revenue (upside risk). Faster-
ilute . . . . . N . .
DPS (HK$) 027 007 007 007 than-expected m'oblle roaming revenue W.'” lead Fo higher
BV Per Share (HK$) 2.24 217 2.14 214 EBITDA and earnings, as the mobile roaming business
P/Cash Flow (X) 1.6 6.3 3.6 3.8
P/Free CF (X) 2.2 114 49 4.7
EV/EBITDA (X) 1.1 14 1.0 0.7 At A Glance
Net Div Yield (%) 23.7 6.5 6.5 6.5 Issued Capital (m shrs) 4,819
P/Book Value (X) 0.5 0.5 0.54 0.5
Net Debt/Eauitv (X) CASH  CASH  CASH  casq  MkeCap(HKm/US$m) 3242 /712
ROAE(%) 0.0 0.2) 23 3.7 Major Shareholders (%)
Earnings Rev (%) NA c 33 C'K Hutc.h|son Holdlhgs Ltd. 66.1
Consensus EPS (HK$) (0.00) 0.02 004 LiKaShing Foundation 7.3
Other Broker Recs: B:1 S:0 H:4  Free Float (%) 26.6
Source of all data on this page: Company, DBS Bank (Hong Kong) Limited 3m Avg. Daily Val. (US$m) 0.4
(“DBS HK”), Thomson Reuters GICS Industry: Communication Services / Telecommunication Services

u DBS Watchlist the stock on Insights Direct to receive prompt updates
Insights Direct

ed- BM / sa- CS /AH


https://www.dbs.com/insightsdirect/company/TR5000066640?source=pdfwatchlist&sourceid=tmp&subsource=&logincode=true

Company Update ﬂDBS

Hutchison Telecom Live more, Bank less

Company Background

Hutchison Telecom (HT) has now become a pure mobile
operator following the sale of its fixed-line assets,
operating under the brand “3 Hong Kong". It has a ¢.20%
mobile subscriber market share. Its major shareholder is
CK Hutchison Holdings Limited.

Historical PB band

PB band (x)
(x)

1.2
v +2sd: 0.91x

0.8 -
| +1sd: 0.76x
0.6 W%Vbq Avg: 0.61x
-1sd: 0.46x

0.4 -
-2sd: 0.31x

0.2 T T T
Dec-18 Dec-19 Dec-20 Dec-21

Source: Thomson Reuters, DBS HK
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Company Update ﬂDBS

Hutchison Telecom Live more, Bank less

Key Assumptions

FY Dec 2020A 2021A 2022F 2023F 2024F
Mobile sub number (k) 3,279.0 3,202.0 3,041.3 3,271.9 3,389.4
Mobile ARPU (HK$) 79.0 833 86.3 92.4 94.3

Source: Company, DBS HK

Segmental Breakdown (HK$ m)

FY Dec 2020A 2021A 2022F 2023F 2024F
Revenues (HK$ m)

Mobile service 3,285 3,241 3,234 3,500 3,767
Fixed line 0 0 0 0 0
Hardware sales 1,260 2,144 1,746 1,950 1,950
Total 4,545 5,385 4,980 5,450 5,717

Source: Company, DBS HK
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Company Update

Hutchison Telecom

BaDBS

Live more, Bank less

Income Statement (HK$ m)

FY Dec 2020A 2021A 2022F 2023F 2024F
Revenue 4,545 5,385 4,980 5,450 5717
Cost of Goods Sold (1,238) (2,082) (1,694) (1,892) (1,892)
Gross Profit 3,307 3,303 3,286 3,559 3,826
Other Opng (Exp)/Inc (2,921) (3,183) (3,231) (3,260) (3,359)
Operating Profit 386 120 55 299 466
Other Non Opg (Exp)/Inc 0 0 0 0 0
Associates &V Inc 4) (4) 4) (4) 4)
Net Interest (Exp)/Inc 62 (30) (28) (7) 9
Dividend Income 0 0 0 0 0
Exceptional Gain/(Loss) 0 0 0 0 0
Pre-tax Profit 444 86 23 288 471
Tax (83) (82) (40) (52) (85)
Minority Interest 0 0 0 0 0
Preference Dividend 0 0 0 0 0
Net Profit 361 4 17) 236 386
Net Profit before Except. 361 4 (17) 236 386
EBITDA 1,606 1,416 1,409 1,668 1,857
Growth

Revenue Gth (%) (18.6) 18.5 (7.5) 9.4 4.9
EBITDA Gth (%) 2.4 (11.8) (0.5) 183 11.4
Opg Profit Gth (%) 0.0 (68.9) (54.2) 4434 56.1
Net Profit Gth (%) (15.9) (98.9) N/A N/A 63.6
Margins & Ratio

Gross Margins (%) 72.8 61.3 66.0 65.3 66.9
Opg Profit Margin (%) 8.5 2.2 1.1 5.5 8.2
Net Profit Margin (%) 79 0.1 (0.3) 43 6.8
ROAE (%) 3.0 0.0 (0.2) 23 3.7
ROA (%) 2.5 0.0 0.1) 1.6 2.6
ROCE (%) 2.5 0.0 (0.3) 1.9 3.0
Div Payout Ratio (%) 100.0 32,875.0 N/A 152.9 935
Net Interest Cover (x) NM 4.0 1.9 458 NM
Source: Company, DBS HK

Interim Income Statement (HK$ m)

FY Dec 1H2020 2H2020 1H2021 2H2021 1H2022
Revenue 1,982 2,563 2,565 2,820 2,298
Cost of Goods Sold (315) (923) 911) (1,171) (723)
Gross Profit 1,667 1,640 1,654 1,649 1,575
Other Oper. (Exp)/Inc (1,530) (1,391) (1,568) (1,615) (1,623)
Operating Profit 137 249 86 34 48)
Other Non Opg (Exp)/Inc 0 0 0 0 0
Associates &JV Inc (2) (2) 2) 2) (2)
Net Interest (Exp)/Inc 52 10 (10) (20) (23)
Exceptional Gain/(Loss) 0 0 0 0 0
Pre-tax Profit 187 257 74 12 (73)
Tax 41) (42) (43) (39) (23)
Minority Interest 0 0 0 0 0
Net Profit 146 215 31 (27) (96)
Net profit bef Except. 146 215 31 (27) (96)
Growth

Revenue Gth (%) (21.2) (16.4) 29.4 10.0 (10.4)
Opg Profit Gth (%) (8.1) 5.1 (37.2) (86.3) (155.8)
Net Profit Gth (%) (22.3) (10.8) (78.8) N/A N/A
Margins

Gross Margins (%) 84.1 64.0 64.5 58.5 68.5
Opg Profit Margins (%) 6.9 9.7 34 1.2 (2.1

Net Profit Margins (%) 7.4 8.4 1.2 (1.0) (4.2

Source: Company, DBS HK
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Company Update

Hutchison Telecom

BaDBS

Live more, Bank less

Balance Sheet (HK$ m)

FY Dec 2020A 2021A 2022F 2023F 2024F
Net Fixed Assets 2,551 3,001 3,075 3,147 3,218
Invts in Associates & JVs 282 215 211 207 203
Other LT Assets 5,558 7,253 6,888 6,522 6,263
Cash & ST Invts 5,251 3,975 3,623 3,934 4,175
Inventory 92 96 74 83 83
Debtors 839 729 635 858 709
Other Current Assets 241 177 177 177 177
Total Assets 14,814 15,446 14,684 14,928 14,828
ST Debt 0 0 0 0 0
Creditors 1,495 1,693 1,309 1,678 1,455
Other Current Liab 518 452 452 452 452
LT Debt 0 0 0 0 0
Other LT Liabilities 754 2,486 2,486 2,486 2,600
Shareholder’s Equity 12,047 10,815 10,437 10312 10,321
Minority Interests 0 0 0] 0] 0
Total Cap. & Liab. 14,814 15,446 14,684 14,928 14,828
Non-Cash Wkg. Capital (841) (1,143) (874) (1,012) (939)
Net Cash/(Debt) 5,251 3,975 3,623 3,934 4,175
Debtors Turn (avg days) 56.3 53.1 50.0 50.0 50.0
Creditors Turn (avg days) 39,159.3 744.0 1,632.7 1,051.3 1,151.3
Inventory Turn (avg days) 1,916.3 43.9 92.6 553 60.9
Asset Turnover (x) 0.3 0.4 0.3 0.4 0.4
Current Ratio (x) 32 2.3 2.6 2.4 2.7
Quick Ratio (x) 3.0 2.2 2.4 2.2 2.6
Net Debt/Equity (X) CASH CASH CASH CASH CASH
Net Debt/Equity ex Ml (X) CASH CASH CASH CASH CASH
Capex to Debt (%) N/A N/A N/A N/A N/A
Z-Score (X) 1.8 1.3 1.4 1.4 NA
Source: Company, DBS HK

Cash Flow Statement (HK$ m)

FY Dec 2020A 2021A 2022F 2023F 2024F
Pre-Tax Profit 444 86 23 288 471
Dep. & Amort. 1,224 1,300 1,358 1,373 1,395
Tax Paid (24) 0 (40) (52) (85)
Assoc. & JV Inc/(loss) 4 4 4 4 4
(Pft)/ Loss on disposal of FAs 0 0 0 0 0
Chg in Wkg.Cap. (102) 2,155 (269) 138 (73)
Other Operating CF (249) (169) (194) (218) (247)
Net Operating CF 1,297 3,376 883 1,533 1,464
Capital Exp.(net) (593) (874) (397) (397) (283)
Other Invts.(net) (202) (2,040) (103) (103) (217)
Invts in Assoc. & JV 0 0 0 0 0
Div from Assoc & JV 0 0 0 0 0
Other Investing CF 46 (2,586) 2,593 43 59
Net Investing CF (749) (5,500) 2,093 457) (441)
Div Paid (291) (1,315) (361) (361) (377)
Chg in Gross Debt (422) (398) (405) (405) (405)
Capital Issues 0 0 0 0 0
Other Financing CF 0 0 0 0 0
Net Financing CF (713) (1,713) (766) (766) (782)
Currency Adjustments 0 0 0 0 0
Chg in Cash (165) (3,837) 2,209 310 241
Opg CFPS (HK$) 0.29 0.25 0.24 0.29 0.32
Free CFPS (HK$) 0.15 0.52 0.10 0.24 0.25

Source: Company, DBS HK

Page 5



Company Update

Hutchison Telecom
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Live more, Bank less

Target Price & Ratings History

HK$
2.0

1.8
1.6
1.4
1.2
1.0
0.8
0.6
0.4
0.2
0.0

Dec-21
Jan-22 1
Feb-22 1
Mar-22 A
Apr-22
May-22 4
Jun-22
Jul-22 4
Aug-22 7
Sep-22 1
Oct-22 A
Nov-22 1
Dec-22 -

Source: DBS HK

Analyst:  Tsz Wang Tam

S.No. Date Closing Target  Rating
Price Price

1 5-Jan-22 HK$1.26 HK$1.40 BUY

2 28-Feb-22 HK$1.32  HK$1.10 HOLD

3 1-Aug-22 HK$1.42  HK$1.20 HOLD
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China / Hong Kong Company Update

HKBN Ltd.

Bloomberg: 1310 HK Equity | Reuters: 1310.HK

Refer to important disclosures at the end of this report

DBS Group Research . Equity 2 Dec 2022

BUY Surfing on digitalisation wave
Last Traded Price (1 Dec 2022): HK$5.29 (HSI : 18,736)
Price Target 12-mth: HK$11.10 (110% upside) (Prev HK$10.70)  Investment Thesis

Attractive dividend yield of.c.14%. HKBN offers an attractive dividend

IT\"aVI\ySt Tam 4852 36684195 am@db yield of ¢.14% and a decent adjusted free cash flow (AFF) CAGR of
>z ang fam SZNAngtamEzabs.com C.7% in FY8/23-FY8/25.

What's New Unlocking cost synergies from the integration of WTT and Jardine
o FY8/22 AFF stable, but payout ratio lower at 78% OneSolution (JOS) with HKBN's enterprise business, which accounts
for c.60% of its total service revenue. The integration also allows

' - . ' HKBN to cross-sell different services and offer one-stop solutions for
* Expect a healthier competition environment in FY8/23; digital transformation to an enlarged customer base.

revised up ARPU estimation for its broadband business

e Management is re-setting distribution ratio at 75% of AFF

o Maintain BUY; with attractive dividend yield of ¢.13% Expect market share gain in residential broadband market through
Disney+. HKBN's partnership with Disney+ could help it gain market
Price Relative share in new housing and from small residential broadband service
Hics Refative Index providers.
e e Valuation:
o - Our target price (TP) of HK$11.1 is based on a dividend discount
: 115 model (DDM), assuming a 7.9% cost of equity and a 1% terminal
63 > growth rate.

Nov-18 Nov-19 Nov-20 Nov-21 Nov-22

Where we differ:
Positive on medium-term outlook. The market expects HKBN's

——HKBN Ltd. (LHS) — Relative HSI (RHS)

Forecasts and Valuation growth to slow down after WTT's integration in FY8/21. However, we

$Y Aug (HK$Sm) 12?2622\ szozzlgl; W230(2)gf ngoggﬁ believe enterprises will speed up investments in digitalisation in a
urnover , . ) ) ~ ~ ; ;

EBITDA 5291 5638 >'399 5930 post-COVID-19 wqud, vsup'portmg gtronger growth for HKBN, which

Pre-tax Profit 712 703 931 ggp Offers one-stop digitalisation solutions.

Net Profit 553 530 720 761

Net Pft (Pre EX) (core profit) 553 530 720 761 : TP

Net Profit Gth (Pre-ex) (%)~ 167.5 (4.2) 359 57 KeyRisks to Qur View: , ,

EPS (HK$) 0.42 0.40 0.55 0.58 Price war. Competitors irrationally undercutting HKBN's prices for a

EPS Gth (%) 167.5 (4.2) 359 5.7 prolonged period is negative for HKBN.

Diluted EPS (HK$) 0.37 0.36 0.49 0.51

DPS (HK$) 0.60 0.68 0.79 0.79

BV Per Share (HK$) 3.75 3.62 3.43 3.22  Protracted COVID-19 impact will increase uncertainties in the

PE (X) 12.5 13.1 9.6 9.1 ; ; [ ;

B/Cash Elow (X) 537 33 30 31 economlc enwronmgnt and limit information technology (IT)

P/Free CF (X 52 4.6 4.1 4.1 spendmg by enterprises.

EV/EBITDA (X) 6.6 6.1 55 54

Net Div Yield (%) 113 129 14.9 14.9

P/Book Value (X) 1.4 15 15 16  AtAGlance

Net Debt/Equity (X) 2.0 2.0 20 2.1 lIssued Capital (m shrs) 1312

ROAE(%) 10.6 11.0 15.6 17.4 Mkt Cap (HKm/US$m) 6,940/ 892

Earnings Rev (%): 8 8 13 Major Shareholders (%)

Consensus EPS (HK$) 0.30 0.41 0.46 CPP Investment Board 13.9

Other Broker Recs: B:3 S:2 H:2 MBK Partners K.K. 11
Source of all data on this page: Company, DBS Bank (Hong Kong) Limited TPG Capital, L.P. 1.1
(“DBS HK”), Thomson Reuters GIC Private Limited 8.0

Free Float (%) 56.0
3m Avg. Daily Val. (US$m) 2.9

GICS Industry: Communication Services / Telecommunication Services

u DBS Watchlist the stock on Insights Direct to receive prompt updates
Insights Direct

ed- BM / sa- CS /AH


https://www.dbs.com/insightsdirect/company/TR5045390379?source=pdfwatchlist&sourceid=tmp&subsource=&logincode=true

Company Update aDBS

HKBN Ltd. Live more, Bank less

Company Background

HKBN is a broadband service provider in Hong Kong which
was previously under City Telecom (now renamed HKTV
[1137 HK]) founded by Ricky Wong in 1992. In 2012, HKBN
was sold to CVC Capital Partner in a management buyout
and was listed in 2014. It has become the second largest
player in the residential as well as enterprise broadband
markets with market shares of ¢.34% and ¢.37%,
respectively. The company has a dividend policy of paying
at least 75% of adjusted free cash flow (AFF).

Historical PE and PB band

Forward PE band (x) PB band (x)

(x) (x)
A 6.1

+2sd: 181.3x
169.6 -
J +1sd: 127.5x
119.6 M/,J ‘M aq | \ +2sd: 4.25x
69.6 Avg: 73.7x +1sd: 3.53x
3.1 -
\'\\\ Avg: 2.8x
~—r . M

e e -1sd: 19.9% 21 v- \\M-ud: 2.08x

Dec-18 Dec-19 Dec-20 Dec-21 ¥ -2sd: 1.36x
-30.4 - 1.1

Dec-18 Dec-19 Dec-20 Dec-21

Source: Thomson Reuters, DBS HK
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Company Update

HKBN Ltd.

BaDBS

Live more, Bank less

Key Assumptions

FY Aug 2021A 2022A 2023F 2024F 2025F
Residential broadband 886.0 897.0 937.0 977.0 1,017.0
sub (k)

Residential broadband

ARPU (HKS) 190.0 184.0 187.0 189.0 191.0
Mobile sub base (k) 254.0 241.0 241.0 241.0 241.0
Mobile ARPU (HK$) 111.0 110.0 1111 112.2 113.2
Source: Company, DBS HK

Segmental Breakdown (HK$ m)

FY Aug 2021A 2022A 2023F 2024F 2025F
Revenues (HK$ m)

Residential revenue 2,465 2,433 2,508 2,615 2,719
Enterprise revenue 4,966 4,427 4,519 4,651 4,760
Product revenue 4,033 4,766 5,440 5814 6,105
Total 11,464 11,626 12,467 13,081 13,584
Source: Company, DBS HK

Income Statement (HK$ m)

FY Aug 2021A 2022A 2023F 2024F 2025F

Revenue 11,464 11,626 12,467 13,081 13,584

Cost of Goods Sold (6,951) (7,156) (8,022) (8,401) (8,822)

Gross Profit 4,513 4,470 4,445 4,680 4,762

Other Opng (Exp)/Inc (3,698) (3,532) (3,415) (3,430) (3,458)

Operating Profit 815 938 1,030 1,250 1,304

Other Non Opg (Exp)/Inc 21 60 29 29 17

Associates & JV Inc (32) (49) (25) (20) (15)

Net Interest (Exp)/Inc (479) (236) (331) (328) (326)

Dividend Income 0 0 0 0 0

Exceptional Gain/(Loss) 0 0 0 0 0

Pre-tax Profit 325 712 703 931 980

Tax (118) (159) (173) (211) (219)

Minority Interest 0 0 0 0 0

Preference Dividend 0 0 0 0 0

Net Profit 207 553 530 720 761

Net Profit before Except. 207 553 530 720 761

EBITDA 2,529 2,571 2,688 2,899 2,930

Growth

Revenue Gth (%) 213 1.4 7.2 49 3.8

EBITDA Gth (%) 4.6 1.7 4.6 7.9 1.0

Opg Profit Gth (%) 37.2 15.1 9.8 213 43

Net Profit Gth (%) 112.9 167.5 (4.2) 35.9 5.7
Margins & Ratio

Gross Margins (%) 39.4 38.5 35.7 35.8 35.1

Opg Profit Margin (%) 7.1 8.1 83 9.6 9.6
Net Profit Margin (%) 1.8 4.8 4.3 55 5.6
ROAE (%) 3.4 10.6 1.0 15.6 17.4
ROA (%) 0.9 2.6 2.6 36 3.8

ROCE (%) 2.8 41 4.4 5.6 6.0
Div Payout Ratio (%) 485.0 142.2 168.4 143.8 1355
Net Interest Cover (x) 1.7 4.0 3.1 3.8 4.0

Source: Company, DBS HK
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Balance Sheet (HK$ m)

FY Aug 2021A 2022A 2023F 2024F 2025F
Net Fixed Assets 3,901 3,731 3,573 3,390 3,187
Invts in Associates & JVs 23 74 74 74 74
Other LT Assets 14,229 13,578 13,073 12,616 12,203
Cash & ST Invts 1,527 1,129 1,702 2,119 2,461
Inventory 111 111 114 116 118
Debtors 1,073 967 987 1,006 1,027
Other Current Assets 905 835 773 787 802
Total Assets 21,768 20,427 20,295 20,108 19,871
ST Debt 481 298 298 298 298
Creditors 936 779 818 858 901
Other Current Liab 2,447 2,054 2,133 2,214 2,267
LT Debt 10,831 10913 10913 10913 10913
Other LT Liabilities 1,535 1,459 1,389 1,322 1,261
Shareholder’s Equity 5,538 4,924 4,745 4,502 4,229
Minority Interests 0 0 0] 0] 0
Total Cap. & Liab. 21,768 20,427 20,295 20,108 19,871
Non-Cash Wkg. Capital (1,294) (919) (1,077) (1,163) (1,222)
Net Cash/(Debt) (9,786) (10,082) (9,508) (9,092) (8,750)
Debtors Turn (avg days) 38.7 320 286 27.8 273
Creditors Turn (avg days) 61.6 56.7 45.8 453 44.6
Inventory Turn (avg days) 9.2 7.3 6.5 6.2 59
Asset Turnover (x) 0.5 0.6 0.6 0.6 0.7
Current Ratio (x) 0.9 1.0 1.1 1.2 1.3
Quick Ratio (x) 0.7 0.7 0.8 0.9 1.0
Net Debt/Equity (X) 1.8 2.0 2.0 2.0 2.1
Net Debt/Equity ex Ml (X) 1.8 2.0 2.0 2.0 2.1
Capex to Debt (%) 5.1 4.6 5.1 5.1 5.1
Z-Score (X) NA NA NA NA NA
Source: Company, DBS HK

Cash Flow Statement (HK$ m)

FY Aug 2021A 2022A 2023F 2024F 2025F
Pre-Tax Profit 325 712 703 931 980
Dep. & Amort. 1,855 1,696 1,454 1,445 1,422
Tax Paid (232) (166) (236) (271) (273)
Assoc. & JV Inc/(loss) 0 (4) 0 0 0
(Pft)/ Loss on disposal of FAs 16 (47) 0 0 0
Chg in Wkg.Cap. (125) (628) (161) (156) (183)
Other Operating CF 515 299 331 328 326
Net Operating CF 2,354 1,862 2,091 2,278 2,271
Capital Exp.(net) (572) (516) (570) (570) (570)
Other Invts.(net) 41 0 0 0 0
Invts in Assoc. &JV (40) (60) 0 0 0
Div from Assoc & JV 0 0 0 0 0
Other Investing CF (13) 267 6 9 11
Net Investing CF (584) (309) (564) (561) (559)
Div Paid (1,139) (1,146) (709) (964) (1,033)
Chg in Gross Debt 566 (455) 0 0 0
Capital Issues 0 0 0 0 0
Other Financing CF (355) (343) (245) (336) (336)
Net Financing CF (928) (1,944) (953) (1,300) (1,370)
Currency Adjustments 9 (6) 0 0 0
Chg in Cash 850 (397) 573 416 342
Opg CFPS (HK$) 1.89 1.90 1.72 1.86 1.87
Free CFPS (HK$) 1.36 1.03 1.16 1.30 1.30

Source: Company, DBS HK
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Target Price & Ratings History

HKS Closing
12.0 Price
11.0 1 5-Jan-22 HK$9.50 HK$13.60 BUY
100 2 22-Apr-22 HK$9.00 HK$13.60 BUY
9.0 28-Oct-22 HK$5.83 HK$10.70 BUY
' 1
8.0 2
7.0
3

6.0
50
40 T T T T T T T T T T T 1

— [a\] o~ o~ o~ o~ o~ ™~ o~ o~ o~ o~ o~

N N ool IR oo N oo I

§ 5 852835322838 28

Source: DBS HK
Analyst:  Tsz Wang Tam
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7

What's New

View our full data-driven analysis and more
at DBS Insights Direct

¢ Raising mobile roaming revenue by 32%, and thus AFF by
2% in FY23

e Expect FY23 roaming revenue to recover to 70% of its
FY19 level, contributing 8% to mobile service revenue

e Forecast AFF to grow by 3% in FY23 and FY24
e Maintain BUY on ¢.8% dividend yield

Price Relative

HKS Relative Index

13.6 210
12.6 190
11.6 170
150
10.6
130
110
20

7.6 + 70
Nov-19 Nov-20 Nov-21 Nov-22

—HKT Trust (LHS) — Relative HSI (RHS)

Forecasts and Valuation

Still a trusted pick

Investment Thesis
Attractive dividend yield of c.8% with steady AFF growth at an
expected CAGR of ¢.3% in FY22-FY24.

Roaming revenue recovery. Roaming revenue accounted for
only c.4% during the pandemic vs. c.12% before COVID-19.
Thus, any roaming revenue recovery will be positive for AFF
growth.

Expect higher 5G penetration to drive ARPU recovery. We
forecast post-paid mobile ARPU to improve by 2.4% and
2.8% in FY22 and FY23, respectively.

Valuation:
Our TP of HK$13.6 is based on a dividend discount model
(DDM), assuming a 7.2% cost of equity.

Where we differ:

The market is concerned about the impact of lower IT
spending in the enterprise market due to COVID-19. We
believe that the impact is manageable, as demand for
telecommunication services such as broadband is relatively
stable.

Key Risks to Our View:
Price war in mobile market. Hong Kong's mobile market is

FY Dec (HK$m) 2021A 2022F 2023F 2024F . . .

Turnover 33967 34864 35660 36424 Crowded with four major players and a price war would put

EBITDA 12,619 13227 13605 14022 pressure on the company's mobile ARPU.

Pre-tax Profit 5.819 6.020 6.156 6.452

Net Profit 4,808 5.013 5.126 5.374 ) o )

Net Pft (Pre EX) (core profit 4.808 5013 5126 5374 Interest rate upcycle. Any increase in interest rates will

Net Profit Gth (Pre-ex) (%) (9.3) 43 23 4.8 reduce the adjusted funds flow (AFF) and thereby dividend

EPS (HK$) 0.63 0.66 0.68 0.71 distribution

EPS Gth (%) (9.3) 42 23 4.8 :

Diluted EPS (HK$) 0.63 0.66 0.68 0.71

DPS (HK$) 0.73 0.76 0.78 0.80

BV Per Share (HK$) 4,90 476 467 4n9 AtAGlance

PE(X) 14.8 14.2 13.9 13.2 Issued Capital (m shrs) 7,576
P/Cash Flow (X) 6.7 6.3 6.2 6.1

P/Free CF (X) 13.1 108 103 107 MKeCap (HKm/USSm) 71,063/9.134
EV/EBITDA (X) 8.9 8.6 85 85 Major Shareholders (%)

Net Div Yield (%) 7.8 8.1 83 8.6

P/Book Value (X) 1.9 2.0 2.0 2.0 PCCW Lid 520
Net Debt/Eauitv (X) 1.1 1.2 1.3 14  FreeFloat (%) 48.0
ROAE(%) 128 13.7 14.3 153 3m Avg. Daily Val. (US$m) 83
AFF 5,513 5,743 5917 6,098 . o A ‘ o ,

AFF Gth (%) >4 49 30 30 GICS Industry: Communication Services / Telecommunication Services
AFF Rev (%): 13 19 2.5

Consensus EPS (HK$) 0.63 0.65 0.68

Other Broker Recs: B:11 S:0 H:0

Source of all data on this page: Company, DBS Bank (Hong Kong) Limited
(“DBS HK"), Thomson Reuters

BDBS

Insights Direct

Watchlist the stock on Insights Direct to receive prompt updates

ed- BM / sa- CS /AH


https://www.dbs.com/insightsdirect/company/TR5036381928?source=pdfwatchlist&sourceid=tmp&subsource=&logincode=true
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Company Background

HKT is an integrated telecom service provider in Hong
Kong, with the largest market share in the fixed-line and
mobile markets. The company's broadband services are
provided via the brand “Netvigator” and its mobile services
are provided via the brands “csl.”, “1010", and “SUN
Mobile”. HKT is 52%-owned by PCCW (8 HK).

Historical PE and PB band

Forward PE band (x) PB band (x)
(x) 29 (X)
20.2 -
2.7 -
19.2 -
} +2sd: 18.7x +2sd: 2.58x
18.2 -
172 P M M rrrrrrrrrrrrrrrrrrrrrrrrr S +1sd: 17.6x . p +1sd: 2.41x
Avg: 16.6x . ) b Avg: 2.25
16.2 - ! b/ Y T W vg: 2.25x
15.2 ‘L’\vN WW\\ -1sd: 15.6x 2.1 | \\ \ j W“}J k‘ -1sd: 2.09x
142 -2sd: 14.5x 10 | wasd: 1.92x
13.2 -
1.7 -
12.2 -
11.2 1.5
Dec-18 Dec-19 Dec-20 Dec-21 Dec-18 Dec-19 Dec-20 Dec-21

Source: Thomson Reuters, DBS HK
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Key Assumptions

FY Dec 2020A 2021A 2022F 2023F 2024F
Fixed-line sub growth (%) (2.9) (3.1 (1.5) (1.5) (1.5)
Broadband sub growth 05 03 07 07 14
(%)

Mobile sub growth (%) (1.6) 3.6 13 1.3 1.0
Mobile ARPU 139.0 139.0 141.0 144.0 148.0
EBITDA margin (%) 38.7 37.5 37.9 381 38.5
Source: Company, DBS HK

Segmental Breakdown (HK$ m)

FY Dec 2020A 2021A 2022F 2023F 2024F
Revenues (HK$ m)

TSS 22,357 21,812 22,320 22,717 23,072
Mobile 10,366 11,748 12,037 12,339 12,639
PayTV 647 2,456 2,579 2,708 2,843
Other businesses 241 872 959 1,007 1,037
Eliminations (1,222) (2,927) (3,032) (3,102) (3,167)
Total 32,389 33,961 34,864 35,669 36,424

Source: Company, DBS HK
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Income Statement (HK$ m)

FY Dec 2020A 2021A 2022F 2023F 2024F
Revenue 32,389 33,961 34,864 35,669 36,424
Cost of Goods Sold (15,703) (16,729) (17,015) (17,347) (17,663)
Gross Profit 16,686 17,232 17,849 18,323 18,761
Other Opng (Exp)/Inc (9,498) (10,127) (10,350) (10,486) (10,566)
Operating Profit 7,188 7,105 7,499 7,837 8,195
Other Non Opg (Exp)/Inc 361 (8) 0 0 0
Associates &V Inc (79) (130) (125) (120) (120)
Net Interest (Exp)/Inc (1,296) (1,148) (1,354) (1,562) (1,623)
Dividend Income 0 0 0 0 0
Exceptional Gain/(Loss) 0 0 0 0 0
Pre-tax Profit 6,174 5819 6,020 6,156 6,452
Tax (855) (997) (993) (1,016) (1,065)
Minority Interest (16) (14) (14) (14) (14)
Preference Dividend 0 0 0 0 0
Net Profit 5,303 4,808 5013 5,126 5374
Net Profit before Except. 5,303 4,808 5013 5126 5374
EBITDA 12,529 12,619 13,227 13,605 14,022
Growth

Revenue Gth (%) (2.2) 49 2.7 23 2.1
EBITDA Gth (%) (2.2) 0.7 4.8 2.9 3.1
Opg Profit Gth (%) (6.6) (1.2) 5.5 4.5 4.6
Net Profit Gth (%) 1.6 (9.3) 43 2.3 4.8
Margins & Ratio

Gross Margins (%) 51.5 50.7 51.2 51.4 51.5
Opg Profit Margin (%) 22.2 209 21.5 22.0 22.5
Net Profit Margin (%) 16.4 14.2 14.4 14.4 14.8
ROAE (%) 14.0 12.8 13.7 143 153
ROA (%) 52 4.5 4.5 4.6 4.7
ROCE (%) 7.0 6.4 6.7 6.9 7.1
Div Payout Ratio (%) 101.5 114.7 114.6 115.4 113.5
Net Interest Cover (x) 55 6.2 55 5.0 5.0
Source: Company, DBS HK

Interim Income Statement (HK$ m)

FY Dec 1H2020 2H2020 1H2021 2H2021 1H2022
Revenue 14,606 17,783 15,643 18,318 16,157
Cost of Goods Sold (6,941) (8,762) (7,550) (9,179) (8,134)
Gross Profit 7,665 9,021 8,093 9,139 8,023
Other Oper. (Exp)/Inc (4,608) (4,890) (5,127) (5,000) (5,014)
Operating Profit 3,057 4,131 2,966 4,139 3,009
Other Non Opg (Exp)/Inc (50) 411 0 (8) 3
Associates &JV Inc (30) (49) (63) (67) (38)
Net Interest (Exp)/Inc (658) (638) (561) (587) (627)
Exceptional Gain/(Loss) 0 0 0 0 0
Pre-tax Profit 2,319 3,855 2,342 3477 2,347
Tax (414) (447) (434) (563) (435)
Minority Interest (7) (9) (8) (6) (2)
Net Profit 1,898 3,405 1,900 2,908 1,910
Net profit bef Except. 1,898 3,405 1,900 2,908 1,910
Growth

Revenue Gth (%) (3.3) (1.2) 7.1 3.0 33
Opg Profit Gth (%) 9.1) (4.6) (3.0) 0.2 1.4
Net Profit Gth (%) (12.2) 11.5 0.1 (14.6) 0.5
Margins

Gross Margins (%) 52.5 50.7 51.7 499 49.7
Opg Profit Margins (%) 209 232 19.0 22.6 18.6
Net Profit Margins (%) 13.0 19.1 121 15.9 1.8

Source: Company, DBS HK
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Balance Sheet (HK$ m)

FY Dec 2020A 2021A 2022F 2023F 2024F
Net Fixed Assets 24,221 25387 26,487 27,558 28,602
Invts in Associates & JVs 813 915 890 870 850
Other LT Assets 68,400 72,175 72,809 73,437 74,491
Cash & ST Invts 2,737 3,070 2,722 2,673 2,165
Inventory 820 1,218 1,249 1,278 1,308
Debtors 3,253 3,953 4,058 4,007 4,091
Other Current Assets 2,927 2,894 2,873 2,851 2,830
Total Assets 103,171 109,612 111,088 112,674 114,338
ST Debt 1,552 61 61 61 61
Creditors 3,945 5,250 5,594 5,703 5,807
Other Current Liab 9,872 10,892 10,892 10,892 10,892
LT Debt 40,719 43,628 45,628 47,628 49,628
Other LT Liabilities 9,183 12,584 12,748 12,914 13,095
Shareholder’s Equity 37,838 37,141 36,095 35,391 34,758
Minority Interests 62 56 70 84 98
Total Cap. & Liab. 103,171 109,612 111,088 112,674 114,338
Non-Cash Wkg. Capital (6,817) (8,077) (8,306) (8,459) (8,469)
Net Cash/(Debt) (39,534) (40,619) (42,967) (45,016) (47,524)
Debtors Turn (avg days) 38.6 38.7 41.9 413 40.6
Creditors Turn (avg days) 110.7 151.5 177.3 179.9 179.3
Inventory Turn (avg days) 28.6 33.6 40.3 40.3 40.3
Asset Turnover (x) 0.3 0.3 0.3 0.3 0.3
Current Ratio (x) 0.6 0.7 0.7 0.6 0.6
Quick Ratio (x) 0.4 0.4 0.4 0.4 0.4
Net Debt/Equity (X) 1.0 1.1 1.2 13 14
Net Debt/Equity ex MI (X) 1.0 1.1 1.2 13 1.4
Capex to Debt (%) 1.3 12.0 10.1 9.7 10.2
Z-Score (X) 1.7 1.6 1.6 1.6 NA
Source: Company, DBS HK

Cash Flow Statement (HK$ m)

FY Dec 2020A 2021A 2022F 2023F 2024F
Pre-Tax Profit 6,174 5,819 6,020 6,156 6,452
Dep. & Amort. 5,341 5,652 5,853 5,888 5,947
Tax Paid (516) 27 (599) (613) (643)
Assoc. & JV Inc/(loss) 79 130 25 20 20
(Pft)/ Loss on disposal of FAs 0 0 0 0 0
Chg in Wkg.Cap. (1,717) (2,322) (1,481) (1,563) (1,711)
Other Operating CF 1,179 1,335 1,402 1,609 1,669
Net Operating CF 10,540 10,641 11,220 11,496 11,735
Capital Exp.(net) (4,765) (5,223) (4,630) (4,630) (5,088)
Other Invts.(net) 0 2) 0 0 0
Invts in Assoc. & JV (1,815) (292) 0 0 0
Div from Assoc & JV 0 0 0 0 0
Other Investing CF (39) 108 0 0 0
Net Investing CF (6,619) (5,409) (4,630) (4,630) (5,088)
Div Paid (5,336) (5,428) (6,058) (5,830) (6,007)
Chg in Gross Debt 1,818 1,444 2,000 2,000 2,000
Capital Issues 48 0 0 0 0
Other Financing CF (809) (932) (2,879) (3,086) (3,146)
Net Financing CF (4,279) (4,916) (6,938) (6,916) (7,154)
Currency Adjustments 33 3 0 0 0
Chg in Cash (325) 319 (348) (50) (507)
Opg CFPS (HK$) 1.62 1.71 1.68 1.72 1.77
Free CFPS (HK$) 0.76 0.72 0.87 0.91 0.88

Source: Company, DBS HK
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Target Price & Ratings History
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Nov-22
Dec-22 -

Source: DBS HK

Analyst:

Tsz Wang Tam

Closing

Price
5-Jan-22 HK$10.64
25-Feb-22 HK$10.70
12-Aug-22 HK$10.92

HK$13.30
HK$13.30
HK$13.30

BUY
BUY
BUY
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DBS HK recommendations are based on an Absolute Total Return* Rating system, defined as follows:

STRONG BUY (>20% total return over the next 3 months, with identifiable share price catalysts within this time frame)
BUY (>15% total return over the next 12 months for small caps, >10% for large caps)

HOLD (-10% to +15% total return over the next 12 months for small caps, -10% to +10% for large caps)

FULLY VALUED (negative total return, i.e., >-10% over the next 12 months)

SELL (negative total return of > -20% over the next 3 months, with identifiable share price catalysts within this time frame)

*Share price appreciation + dividends

Completed Date: 2 Dec 2022 10:49:12 (HKT)
Dissemination Date: 2 Dec 2022 18:02:52 (HKT)

Sources for all charts and tables are DBS HK unless otherwise specified.

GENERAL DISCLOSURE/DISCLAIMER

This report is prepared by DBS Bank (Hong Kong) Limited (“DBS HK"). This report is solely intended for the clients of DBS Bank Ltd., DBS HK,
DBS Vickers (Hong Kong) Limited (“DBSV HK"), and DBS Vickers Securities (Singapore) Pte Ltd. (“DBSVS"), its respective connected and
associated corporations and affiliates only and no part of this document may be (i) copied, photocopied or duplicated in any form or by any
means or (i) redistributed without the prior written consent of DBS HK.

The research set out in this report is based on information obtained from sources believed to be reliable, but we (which collectively refers to
DBS Bank Ltd., DBS HK, DBSV HK, DBSVS, its respective connected and associated corporations, affiliates and their respective directors,
officers, employees and agents (collectively, the “DBS Group”) have not conducted due diligence on any of the companies, verified any
information or sources or taken into account any other factors which we may consider to be relevant or appropriate in preparing the
research. Accordingly, we do not make any representation or warranty as to the accuracy, completeness or correctness of the research set
out in this report. Opinions expressed are subject to change without notice. This research is prepared for general circulation. Any
recommendation contained in this document does not have regard to the specific investment objectives, financial situation and the
particular needs of any specific addressee. This document is for the information of addressees only and is not to be taken in substitution for
the exercise of judgement by addressees, who should obtain separate independent legal or financial advice. The DBS Group accepts no
liability whatsoever for any direct, indirect and/or consequential loss (including any claims for loss of profit) arising from any use of and/or
reliance upon this document and/or further communication given in relation to this document. This document is not to be construed as an
offer or a solicitation of an offer to buy or sell any securities. The DBS Group, along with its affiliates and/or persons associated with any of
them may from time to time have interests in the securities mentioned in this document. The DBS Group, may have positions in, and may
effect transactions in securities mentioned herein and may also perform or seek to perform broking, investment banking and other banking
services for these companies.

Any valuations, opinions, estimates, forecasts, ratings or risk assessments herein constitutes a judgment as of the date of this report, and
there can be no assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or
risk assessments. The information in this document is subject to change without notice, its accuracy is not guaranteed, it may be incomplete
or condensed, it may not contain all material information concerning the company (or companies) referred to in this report and the DBS
Group is under no obligation to update the information in this report.

This publication has not been reviewed or authorized by any regulatory authority in Singapore, Hong Kong or elsewhere. There is no
planned schedule or frequency for updating research publication relating to any issuer.

The valuations, opinions, estimates, forecasts, ratings or risk assessments described in this report were based upon a number of estimates

and assumptions and are inherently subject to significant uncertainties and contingencies. It can be expected that one or more of the

estimates on which the valuations, opinions, estimates, forecasts, ratings or risk assessments were based will not materialize or will vary

significantly from actual results. Therefore, the inclusion of the valuations, opinions, estimates, forecasts, ratings or risk assessments

described herein IS NOT TO BE RELIED UPON as a representation and/or warranty by the DBS Group (and/or any persons associated with

the aforesaid entities), that:

(@  such valuations, opinions, estimates, forecasts, ratings or risk assessments or their underlying assumptions will be achieved, and

(b)  thereis any assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings
or risk assessments stated therein.

Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets.
Any assumptions made in this report that refers to commaodities, are for the purposes of making forecasts for the company (or companies)
mentioned herein. They are not to be construed as recommendations to trade in the physical commodity or in the futures contract relating
to the commodity referred to in this report.

DBS Vickers Securities (USA) Inc ("'DBSVUSA"), a US-registered broker-dealer, does not have its own investment banking or research
department, has not participated in any public offering of securities as a manager or co-manager or in any other investment banking
transaction in the past twelve months and does not engage in market-making.
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ANALYST CERTIFICATION

The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the
companies and their securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of
his/her compensation was, is, or will be, directly or indirectly, related to specific recommendations or views expressed in the report. The
research analyst (s) primarily responsible for the content of this research report, in part or in whole, certifies that he or his associate’ does
not serve as an officer of the issuer or the new listing applicant (which includes in the case of a real estate investment trust, an officer of the
management company of the real estate investment trust; and in the case of any other entity, an officer or its equivalent counterparty of the
entity who is responsible for the management of the issuer or the new listing applicant) and the research analyst(s) primarily responsible for
the content of this research report or his associate does not have financial interests? in relation to an issuer or a new listing applicant that
the analyst reviews. DBS Group has procedures in place to eliminate, avoid and manage any potential conflicts of interests that may arise in
connection with the production of research reports. The research analyst(s) responsible for this report operates as part of a separate and
independent team to the investment banking function of the DBS Group and procedures are in place to ensure that confidential
information held by either the research or investment banking function is handled appropriately. There is no direct link of DBS Group's
compensation to any specific investment banking function of the DBS Group.

COMPANY-SPECIFIC / REGULATORY DISCLOSURES

1. DBS Bank Ltd, DBS HK, DBSVS or their subsidiaries and/or other affiliates have proprietary positions in SmarTone
Telecommunications Holdings Ltd (315 HK), Hutchison Telecommunications Hong Kong Holdings Ltd (215 HK), HKBN Ltd (1310
HK) and HKT Trust & HKT Ltd (6823 HK) recommended in this report as of 30 Nov 2022.

2. DBS Bank Ltd, DBS HK, DBSVS, their subsidiaries and/or other affiliates have a net long position exceeding 0.5% of the total
issued share capital in SmarTone Telecommunications Holdings Ltd (315 HK), Hutchison Telecommunications Hong Kong
Holdings Ltd (215 HK), HKBN Ltd (1310 HK) and HKT Trust & HKT Ltd (6823 HK) recommended in this report as of 30 Nov 2022.

3. DBS Bank Ltd, DBS HK, DBSVS, DBS Vickers Securities (USA) Inc (“DBSVUSA"), or their subsidiaries and/or other affiliates
beneficially own a total of 1% of the issuer's market capitalization of Hutchison Telecommunications Hong Kong Holdings Ltd
(215 HK) and HKBN Ltd (1310 HK) as of 30 Nov 2022.

4,  Compensation for investment banking services:
DBSVUSA does not have its own investment banking or research department, nor has it participated in any public offering of
securities as a manager or co-manager or in any other investment banking transaction in the past twelve months. Any US
persons wishing to obtain further information, including any clarification on disclosures in this disclaimer, or to effect a
transaction in any security discussed in this document should contact DBSVUSA exclusively.

5. Disclosure of previous investment recommendation produced:
DBS Bank Ltd, DBSVS, DBS HK, their subsidiaries and/or other affiliates of DBSVUSA may have published other investment
recommendations in respect of the same securities / instruments recommended in this research report during the preceding 12
months. Please contact the primary analyst listed on page 1 of this report to view previous investment recommendations
published by DBS Bank Ltd, DBS HK, DBSVS, their subsidiaries and/or other affiliates of DBSVUSA in the preceding 12 months.

1 An associate is defined as (i) the spouse, or any minor child (natural or adopted) or minor step-child, of the analyst; (i) the trustee of a trust
of which the analyst, his spouse, minor child (natural or adopted) or minor step-child, is a beneficiary or discretionary object; or (iii) another
person accustomed or obliged to act in accordance with the directions or instructions of the analyst.

2 Financial interest is defined as interests that are commonly known financial interest, such as investment in the securities in respect of an
issuer or a new listing applicant, or financial accommodation arrangement between the issuer or the new listing applicant and the firm or
analysis. This term does not include commercial lending conducted at arm's length, or investments in any collective investment scheme
other than an issuer or new listing applicant notwithstanding the fact that the scheme has investments in securities in respect of an issuer
or a new listing applicant.
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RESTRICTIONS ON DISTRIBUTION

General

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.

Australia

This report is being distributed in Australia by DBS Bank Ltd, DBSVS or DBSV HK. DBS Bank Ltd holds Australian
Financial Services Licence no. 475946.

DBS Bank Ltd, DBSVS and DBSV HK are exempted from the requirement to hold an Australian Financial Services
Licence under the Corporation Act 2001 (“CA") in respect of financial services provided to the recipients. Both DBS
Bank Ltd and DBSVS are regulated by the Monetary Authority of Singapore under the laws of Singapore, and DBSV HK
is regulated by the Hong Kong Securities and Futures Commission under the laws of Hong Kong, which differ from
Australian laws.

Distribution of this report is intended only for “wholesale investors” within the meaning of the CA.

Hong Kong

This report is being distributed in Hong Kong by DBS Bank Ltd, DBS Bank (Hong Kong) Limited and DBS Vickers (Hong
Kong) Limited, all of which are registered with or licensed by the Hong Kong Securities and Futures Commission to
carry out the regulated activity of advising on securities. DBS Bank Ltd., Hong Kong Branch is a limited liability
company incorporated in Singapore.

Indonesia

This report is being distributed in Indonesia by PT DBS Vickers Sekuritas Indonesia.

Malaysia

This report is distributed in Malaysia by AllianceDBS Research Sdn Bhd ("ADBSR"). Recipients of this report, received
from ADBSR are to contact the undersigned at 603-2604 3333 in respect of any matters arising from or in connection
with this report. In addition to the General Disclosure/Disclaimer found at the preceding page, recipients of this report
are advised that ADBSR (the preparer of this report), its holding company Alliance Investment Bank Berhad, their
respective connected and associated corporations, affiliates, their directors, officers, employees, agents and parties
related or associated with any of them may have positions in, and may effect transactions in the securities mentioned
herein and may also perform or seek to perform broking, investment banking/corporate advisory and other services
for the subject companies. They may also have received compensation and/or seek to obtain compensation for
broking, investment banking/corporate advisory and other services from the subject companies.

\\,

Ay
>
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Wong Ming Tek, Executive Director, ADBSR

Singapore

This report is distributed in Singapore by DBS Bank Ltd (Company Regn. No. 196800306E) or DBSVS (Company Regn
No. 198600294G), both of which are Exempt Financial Advisers as defined in the Financial Advisers Act and regulated
by the Monetary Authority of Singapore. DBS Bank Ltd and/or DBSVS, may distribute reports produced by its
respective foreign entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation
32C of the Financial Advisers Regulations. Where the report is distributed in Singapore to a person who is not an
Accredited Investor, Expert Investor or an Institutional Investor, DBS Bank Ltd accepts legal responsibility for the
contents of the report to such persons only to the extent required by law. Singapore recipients should contact DBS
Bank Ltd at 6878 8888 for matters arising from, or in connection with the report.

Thailand

This report is being distributed in Thailand by DBS Vickers Securities (Thailand) Co Ltd.

For any query regarding the materials herein, please contact [Chanpen Sirithanarattanakul] at [research@th.dbs.com]

United
Kingdom

This report is produced by DBS HK which is regulated by the Hong Kong Monetary Authority

This report is disseminated in the United Kingdom by DBS Bank Ltd, London Branch (“DBS UK"). DBS Bank Ltd is
regulated by the Monetary Authority of Singapore. DBS UK is authorised by the Prudential Regulation Authority and is
subject to regulation by the Financial Conduct Authority and limited regulation by the Prudential Regulation Authority.
Details about the extent of our regulation by the Prudential Regulation Authority are available from us on request.

In respect of the United Kingdom, this report is solely intended for the clients of DBS UK, its respective connected and
associated corporations and affiliates only and no part of this document may be (i) copied, photocopied or duplicated
in any form or by any means or (ii) redistributed without the prior written consent of DBS UK. This communication is
directed at persons having professional experience in matters relating to investments. Any investment activity
following from this communication will only be engaged in with such persons. Persons who do not have professional
experience in matters relating to investments should not rely on this communication.
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Dubai This communication is provided to you as a Professional Client or Market Counterparty as defined in the DFSA
International Rulebook Conduct of Business Module (the "COB Module"), and should not be relied upon or acted on by any person
Financial which does not meet the criteria to be classified as a Professional Client or Market Counterparty under the DFSA rules.
Centre

This communication is from the branch of DBS Bank Ltd operating in the Dubai International Financial Centre (the
"DIFC") under the trading name "DBS Bank Ltd. (DIFC Branch)" ("DBS DIFC"), registered with the DIFC Registrar of
Companies under number 156 and having its registered office at units 608 - 610, 6th Floor, Gate Precinct Building 5,
PO Box 506538, DIFC, Dubai, United Arab Emirates.

DBS DIFC is regulated by the Dubai Financial Services Authority (the "DFSA") with a DFSA reference number FO00164.
For more information on DBS DIFC and its affiliates, please see http://www.dbs.com/ae/our--network/default.page.

Where this communication contains a research report, this research report is prepared by the entity referred to
therein, which may be DBS Bank Ltd or a third party, and is provided to you by DBS DIFC. The research report has not
been reviewed or authorised by the DFSA. Such research report is distributed on the express understanding that,
whilst the information contained within is believed to be reliable, the information has not been independently verified
by DBS DIFC.

Unless otherwise indicated, this communication does not constitute an "Offer of Securities to the Public" as defined
under Article 12 of the Markets Law (DIFC Law No.1 of 2012) or an "Offer of a Unit of a Fund" as defined under Article
19(2) of the Collective Investment Law (DIFC Law No.2 of 2010).

The DFSA has no responsibility for reviewing or verifying this communication or any associated documents in
connection with this investment and it is not subject to any form of regulation or approval by the DFSA. Accordingly,
the DFSA has not approved this communication or any other associated documents in connection with this investment
nor taken any steps to verify the information set out in this communication or any associated documents, and has no
responsibility for them. The DFSA has not assessed the suitability of any investments to which the communication
relates and, in respect of any Islamic investments (or other investments identified to be Shari'a compliant), neither we
nor the DFSA has determined whether they are Shari'a compliant in any way.

Any investments which this communication relates to may be illiquid and/or subject to restrictions on their resale.
Prospective purchasers should conduct their own due diligence on any investments. If you do not understand the
contents of this document you should consult an authorised financial adviser.

United States

This report was prepared by DBS HK. DBSVUSA did not participate in its preparation. The research analyst(s) named
on this report are not registered as research analysts with FINRA and are not associated persons of DBSVUSA. The
research analyst(s) are not subject to FINRA Rule 2241 restrictions on analyst compensation, communications with a
subject company, public appearances and trading securities held by a research analyst. This report is being distributed
in the United States by DBSVUSA, which accepts responsibility for its contents. This report may only be distributed to
Major U.S. Institutional Investors (as defined in SEC Rule 15a-6) and to such other institutional investors and qualified
persons as DBSVUSA may authorize. Any U.S. person receiving this report who wishes to effect transactions in any
securities referred to herein should contact DBSVUSA directly and not its affiliate.

Other
jurisdictions

In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is intended only for qualified,
professional, institutional or sophisticated investors as defined in the laws and regulations of such jurisdictions.

DBS Bank (Hong Kong) Limited
13" Floor One Island East, 18 Westlands Road, Quarry Bay, Hong Kong
Tel: (852) 3668-4181, Fax: (852) 2521-1812
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18 Westlands Road, Quarry Bay, Hong Kong

Tel: 852 3668 4181
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THAILAND

DBS Vickers Securities (Thailand) Co Ltd

Contact: Chanpen Sirithanarattanakul
989 Siam Piwat Tower Building,
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Rama 1 Road, Pathumwan,
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Tel. 66 2 857 7831
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Securities and Exchange Commission, Thailand

SINGAPORE

DBS Bank Ltd
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12 Marina Boulevard,
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