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FYE Dec (THB m) FY21A FY22A FY23E FY24E FY25E
Revenue 181,333 185,483 211,512 217,682 223,893
EBITDA 91,554 89,862 99,427 102,339 105,401
Core net profit 27,038 25,608 28,271 29,334 29,396
Core EPS (THB) 9.09 8.61 9.51 9.86 9.88
Core EPS growth (%) (1.4) (5.3) 10.4 3.8 0.2
Net DPS (THB) 7.69 7.69 8.22 8.53 8.54
Core P/E (x) 25.3 22.6 22.1 21.3 21.2
P/BV (x) 8.4 6.8 7.0 6.7 6.5
Net dividend yield (%) 3.3 3.9 3.9 4.1 4.1
ROAE (%) 34.2 31.2 32.6 32.4 31.1
ROAA (%) 7.7 7.2 7.7 8.0 8.8
EV/EBITDA (x) 8.8 7.6 7.4 7.0 6.5
Net gearing (%) (incl perps) 91.8 74.3 89.9 69.6 49.6
Consensus net profit - - 28,660 31,540 35,643
MIBG vs. Consensus (%) - - (1.4) (7.0) (17.5)

Wasu Mattanapotchanart
wasu.m@maybank.com
(66) 2658 5000 ext 1392

Maybank

Securities
Share Price THB 210.00
12m Price Target THB 240.00 (+19%)
Previous Price Target THB 240.00

Company Description

ADVANC is No.1 mobile operator with 46.3% mobile
revenue market share in 2021. Its 5G network had
76% population coverage at end-4Q21.

Statistics
52w high/low (THB) 226.00/184.50
3m avg turnover (USDm) 38.5
Free float (%) 34.1
Issued shares (m) 2,974
Market capitalisation THB624.6B
UsD18.4B
Major shareholders:
Intouch Holdings 40.4%
Singtel Strategic Investments 23.3%
Thai NVDR 8.2%
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Source: FactSet

Terms defined

FBB - fixed broadband

TTTBB - Triple T Broadband, second-largest FBB
operator in Thailand in terms of subscribers
NBTC - The National Broadcasting and
Telecommunications Commission

Other listed stocks mentioned

JASIF - Jasmine Broadband Internet
Infrastructure Fund (JASIF TB, CP THB7.05,
HOLD, TP THB6.20).
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Value Proposition

ADVANC was the first provider of mobile phone services in
Thailand. Two players joined the market, but ADVANC has
maintained its lead in the market.

In the mobile market, ADVANC had 46.1% revenue market
share, followed by TRUE’s 31.7% and DTAC’s 22.1%.

ADVANC has been moving to diversify its revenue by growing
fixed broadband & Enterprise Business/Other services.
Nevertheless, mobile revenue still accounted for 88% of core
service revenue in FY22.

Cost of services is gradually falling, but declining ARPU is
dragging down ROIC.

Quarterly mobile revenue market share

|
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Financial Metrics

ADVANC has the cleanest balance sheet among the three
telcos with only 0.8x net-debt-to-EBITDA ratio (TFRS16
accounting) at end-FY22 (vs TRUE’s 4.6x and DTAC’s 1.9x).
Barring substantial investment projects, we forecast ADVANC
to be free of interest-bearing debt by FY28E.

The clean balance sheet has allowed the company to raise
its DPR from 75.0% in FY20 to 84.9% in FY21 and 87.9% in
FY22.

It also had the highest EBITDA margin of 48.4% in FY22 (vs
TRUE’s 40.9% and DTAC’s 37.0%).

The company also had the highest ROE of 31.2% in FY22 (vs
TRUE’s -10.8% and DTAC’s 19.0%).

ADVANC'’s interest-bearing debt is declining
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Price Drivers

Historical share price trend
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1. Share price started to recover from disappointment of
high 4G spectrum costs.

2. Intense price competition in the prepaid market started
in 3Q19, resulting in share price decline.

3. Share price rebounded as mobile competition was easing
during 3Q20-2Q21.

4. In Nov 2021, TRUE and DTAC announced their plan to
merge. Investors expected ADVANC to benefit from
easing competition.

5. Inflation rates soared after the Russia-Ukraine war had
broken out in Feb 2022, leading the consensus to
downgrade earnings forecasts.

Swing Factors
Upside

= Easing mobile competition (i.e. increases in price of
fixed-speed unlimited data plans).

= |nflation recedes and consumer purchasing power
improves as the Russia-Ukraine war ends.

= Joint ventures in data centre and virtual banking
businesses.

= Stronger-than-expected revenue growth in the non-
mobile enterprise segment.

Downside

= Recession.
= Higher-than-expected inflation in 2023E.
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Risk Rating & Score? 20.9 Medium Risk
Score Momentum? +0.0

Last Updated 4 Apr 2023
Controversy Score? None - no evidence of
(Updated: 4 Apr 2023) controversies

Mobile service is an enabler of many economic activities, including e-commerce, mobile banking, mobile money, cloud services,
loT solutions and more. Digital innovations have high priority in its materiality matrix. However, mobile service is also an enabler
of activities that can cause social problems and social ills, such as gambling, pornography and cyberbullying. Data privacy and
cyber security is the second highest priority in its materiality matrix.

The entry of 5G services promises new revenue streams if scalable user cases are found. But it can also scale up potential social
risk, especially on vice. Social responsibility will take on more meaning beyond CSR projects such as donations and freebies etc.
As the industry leader, ADVANC must take a lead in setting the best practice in cyber wellness and online safety.

Mobile phone service providers are neither direct major polluters nor highly extractive on natural resources. The important
environmental issues to address are the indirect consequence of mounting e-waste as well as the health hazard posed by the
EMS, especially amid increasing density of telco towers and base stations. However, as these all involve equipment
manufacturers and vendors, these matters are ranked low in its materiality matrix.

Material E issues

By adopting multiple energy-efficient technologies in the
management of base stations nationwide, ADVANC reduced
indirect GHG emissions from electricity consumption by
18,743 tCO2e in 2021. This was partly supported by the
installation of additional solar panels at 2,744 base stations.
By 2023, ADVANC aims to have reduced GHG emissions
intensity, as calculated by the ratio of direct and indirect
emissions to data traffic by 90% compared to the baseline
in 2015. It also aims to increase renewable energy usage to
5% of total energy consumption.

In 2021, waste from ADVANC’s operation dropped by 67%. In
addition, the operator collected 160k pieces of e-waste and
reduced paper usage thanks to 8.4m e-bill accounts.

In 2023, ADVANC aims to collect 360k units of obsolete
mobile and related electronic waster from proper recycling
and reduce non-recyclable e-waste from ADVANC to 5% of
total waste from 35 in 2018.

Material S issues

ADVANC retained 85% of the talent pool and had 85% of the
staff in critical roles to undergo new ability training in
digital technology in 2021.

As of end-2021, ADVANC’s 5G network covered 76% of
Thailand’s population. The operator aims to raise the
population coverage to 85% by the end of 2022.

ADVANC'’s key strength lies in its innovative digital-inclusion
projects, including: i) AIS Academy; ii) Aor Sor Mor Online
application; and iii) AIS 5G Battling Covid-19.

The HR department launched AIS Academy as internal
training platform in 2015 before extending the offering to
all Thai citizens from 2018 onwards. In 2020, AIS Academy
launched an online learning platform called “LearnDi
anywhere”, which offered free courses in business,
technology and finance, among other topics.

Key G metrics and issues

The 11-member board has two women. Of all board
members, 36% were non-executive directors, and 91% were
independent directors. Total monetary remuneration for
the chairman of the board, independent directors, and
non-executive directors totalling 6 people was THB26.8m.
ADVANC’s auditor for the past five years has been Deloitte
Touche Tohmatsu Jaiyos Audit.

For data security ADVANC has received certifications from:
1) 1SO27001 Information Security Mgt Systems since 2015;
2) CSASTAR (Cloud Security Alliance) Self-Assessment since
2016; and 3) PCI DSS (Payment Card Industry Data Security
Standard) since 2017.

In May 2020, ADVANC’s 8.3b records related to customers’
internet usage were leaked. After a week of data leakage,
ADVANC confirmed that it owned the data and apologised
for the security lapse. We believe the data breach could
be related to the rise in complaints regarding loss of
customer data from 171-178 complaints in FY18-19 to 583
complaints in FY20.

In 2019, the Digital Quotient Promotion programme was
rolled out. This measures the digital proficiency of 8-12
years old using metrics recommended by WEF, OECD and
IEEE and applied in 110 countries. In 2019 the first year of
the rollout the programme was implemented in 24 schools
with 3,100 students participating.

The AIS Secure Net (network protector programme), which
was launched in 2019, assists customers at risk of cyber
threats. In 2021, there were 131,195 users of the service.
Like other operators, ADVANC has several disputes pending
from the concessionary era covering 1990-2018. Losing any
of the cases could have a negative impact on the
enterprise.

1Risk Rating & Score - derived by Sustainalytics and assesses the company’s exposure to unmanaged ESG risks. Scores range between 0 - 50 in order of increasing
severity with low/high scores & ratings representing negligible/significant risk to the company’s enterprise value, respectively, from ESG-driven financial impacts. 2Score
Momentum - indicates changes to the company's score since the last update - a negative integer indicates a company’s improving risk score; a positive integer indicates
a deterioration. 3Controversy Score - reported periodically by Sustainalytics in the event of material ESG-related incident(s), with the impact severity scores of these
events ranging from Category 0-5 (0 - no reports; 1 - negligible risks; ...; 5 - poses serious risks & indicative of potential structural deficiencies at the company).

April 10, 2023 3
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Quantitative Parameters (Score: 31)

| Particulars Unit 2019 2020 2021 TRUE TB (2021)
Scope 1 tCO2e 11,177 11,196 8,931 10,566
Scope 2 tCO2e 604,230 685,687 636,390 326,623
Total tCO2e 615,407 696,883 645,321 337,189
Scope 3 tCO2e NA NA NA 370
Total tCO2e NA NA NA 337,559
Scope 1 & 2 emission intensity tCO2e/TB 0.020 0.015 0.010 2.80
Green energy share of usage % 0.9% 1.0% 1.6% 2.8%
Power usage effectiveness (PUE) at data . 1.61 1.56 1.510 NA
centres %

% of waste reused, recycled, or sold % 14.1% 65.0% 80.3% 13%
Green building certified m sqft 0.23 0.23 0.23 NA
% of women in workforce % 60.0% 60.0% 60.5% 60%
% of women in management roles % 52.7% 50.4% 50.1% 46.8%
Average training hours per employee number 48.0 37.0 32.0 37.7
Number of data breach, leak, theft number - 1 - -
Top 4 employees' payout as % of net profit % 0.2% 0.3% 0.4% NA
Directors’ payout as % of net profit % 0.1% 0.1% 0.1% 0.2%
Independent directors on board % 36% 36% 36% 31%
Women directors on board % 9% 9% 18% 6%
Shareholder payouts (dividend payout ratio) % 70.0% 75.0% 84.9% NA

Qualitative Parameters (Score: 67)
a) Is there an ESG policy in place and whether there is a standalone ESG committee or is it part of a risk committee?
Yes, ADVANC has a Sustainable Development Committee that defines policy and strategies and ensures that the implementation of
sustainability development policy and strategy meets the target.
b) Is the senior management salary linked to fulfilling ESG targets?
No.
c) Does the company follow the task force of climate related disclosures (TCFD) framework for ESG reporting?
Yes
e) Has the company been involved in controversies which have impacted their management/stock price performance
Yes, there were two incidents of data leaks in 2018 (1-day share price decrease of 1.8%) and 2022 (1-day share price decrease of
4.2%). Also, ADVANC’s share price dropped by 5.1% on 30 Jan 2020 after the company lost a lawsuit against National Telecom
(THB31.1b claim against ADVANC) at Arbitration Institute; ADVANC appealed the order at the Central Admin Court in Apr 2020, and
the case is still on-going.
f) What are the 2-3 key carbon mitigation/water/waste management strategies adopted by the company?
1. increase network's energy efficiency through the analysis of data usage, 2. increase utilization of renewable energy (i.e. solar
panels at base stations), and 3. reduce non-recyclable E-waste from AlS services and operations.
g) Does carbon offset form part of the net zero/carbon neutrality target of the company?

Yes
Target (Score: 100)
Particulars Target Achieved
Generate THB150m revenue from digital innovations by 2024 150 102
Reduce GHG emissions intensity (tCO2e/TB) by 90% in 2023 compared to the baseline in 2015 90% 89%
Increase renewable energy usage to 5% of total energy consumption by 2023 5.0% 1.2%
Collect 360,00 units of obsolete mobile and related electronic waste for recycling in 2023 360,000 160,924
Reduce non-recyclable E-waste from services and operations to 3% in 2023 3% 0.0%
Improve the wellbeing of 700,000 people through digital platform and collaboration by 2023 700,000 459,950
Protect 290,000 Thai users from cyber threats in 2023 (users of AIS Secure Net and AIS Fibre Secure) 290,000 142,016
Impact
NA

Overall Score: 57
As per our ESG matrix, Advanced Info Service (ADVANC TB) has an overall score of 57.

ESG score Weights  Scores Final Score As per our ESG assessment, ADVANC has an established framework,
Quantitative 50% 31 16 internal policies, and tangible mid/long-term targets, but it has
Qualitative 25% 67 17 some challenges on the controversies (litigations and data leaks).
0 ADVANC'’s overall ESG score is 57, which makes its ESG rating above
Ia';gft 25% 100 ;3 average in our view (average ESG rating = 50).
ota
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1.1

1H22 shows positive signs
1Q23E core profit to show YoY and QoQ growth

Revenue increase to help boost YoY profit growth

We forecast 1Q23E core net profit of THB6.8b (+6.5% YoY, +1.4% QoQ) on
the back of THB33.8b core service revenue (+3.3% YoY, +0.0% QoQ). On the
YoY basis, core profit growth should be supported by revenue growth;
mobile/FBB/enterprise revenues grew by 1.8%/12.0%/16.8%. Despite the
lack of QoQ revenue growth, we forecast QoQ profit growth of 1.4% due to
9.8% decrease in selling and market expense (4Q is a high season of
marketing campaigns).

Securities

Fig 1: We forecast 1Q23E core net profit of THB6.8b (+6.5% YoY, +1.4% QoQ) on the back of THB33.8b core service revenue
(+3.3% YoY, +0.0% QoQ)

Unit: THB m 1Q22 4Q22 1Q23E % YoY % QoQ 2022 2023 % YoY  1Q23E as % of FY23E
MBB revenue 28,847 il 29,524 29,376 1.8% -0.5% 116,695 120,807 3.5% 24.3%
FBB revenue 2,437 2,598 2,729 12.0% 5.1% 10,063 28,763 185.8% 9.5%
Others 1,486 1,718 1,735 16.8% 1.0% 6,273 6,661 6.2% 26.1%
Service revenue ex. IC 32,770 33,840 33,841 3.3% 0.0% 133,031 156,230 17.4% 21.7%
IC and equipment rental revenue 3,239 3,373 3,373 4.1% 0.0% 12,977 13,881 7.0% 24.3%
Service revenue 36,009 37,213 37,214 3.3% 0.0% 146,008 170,110 16.5% 21.9%
Handset sale 9,270 11,485 9,734 5.0% -15.3% 39,475 41,402 4.9% 23.5%
Total revenue 45,279 48,698 46,948 3.7% -3.6% 185,483 211,512 14.0% 22.2%
Regulatory cost -1,357 -1,392 -1,391 2.5% -0.1% -5,502 -5,955 8.2% 23.4%
Network opex -4,816 -5,277 -5,383 11.8% 2.0% -20,074 -34,150 70.1% 15.8%
Cost of sale -30,678 -33,399 -31,787 3.6% -4.8% -126,170 -40,988 -67.5% 77.6%
SG&A -5,537 -5,493 -5,540 0.1% 0.9% -22,353 -24,788 10.9% 22.3%
S&M exp -1,491 -1,874 -1,690 13.3% -9.8% -7,026 -7,499 6.7% 22.5%
GA exp -4,046 il -3,619 -3,850 -4.8% 6.4% -15,327 -17,289 12.8% 22.3%
EBITDA 22,404 22,884 22,764 1.6% -0.5% 89,398 96,409 7.8% 23.6%
Normalised EBITDA margin 49.5% 47.0% 48.5% -2.0% 3.2% 48.4% 45.6% -5.8% 106.4%
D&A exp 13,369 13,118 13,118 -1.9% 0.0% 51,842 58,345 12.5% 22.5%
Operating profit 9,064 9,806 9,620 6.1% -1.9% 36,960 38,207 3.4% 25.2%
Other income and share of profit 153 26 26 -83.0% 0.0% 488 1,857 280.6% 1.4%
Interest exp -1,320 -1,294 -1,280 -3.0% -1.1% -5,231 -5,463 4.4% 23.4%
Tax charge -1,543 -1,747 -1,609 4.3% -7.9% -6,167 -6,331 2.7% 25.4%
Core net profit 6,345 6,665 6,757 6.5% 1.4% 25,611 28,271 10.4% 23.9%
Net profit 6,311 7,363 6,757 7.1% -8.2% 26,014 28,271 8.7% 23.9%
Profitability ratios

Handset margin 1.4% 0.8% 0.8% 0.9% 1.0%

EBITDA margin 49.5% 47.0% 48.5% 48.4% 45.6%

SG&A to revenue -16.9% -16.2% -16.4% -16.6% -16.8%

Effective tax rate -19.6% -19.2% -19.2% -18.1% -19.2%

NPM 13.9% 15.1% 14.4% 14.8% 14.0%

Core net margin (% of total revenue) 14.0% 13.7% 14.4% 13.8% 13.4%

Source: Company, MST

Lacklustre mobile revenue, but FBB revenue remains strong

We project 1Q23E mobile revenue, 86.8% of revenue, at THB29.4b (+1.8%
YoY, -0.5% QoQ); the YoY growth should be supported by higher subscriber
base while the slight QoQ decline is due to slightly lower ARPU of
THB212/month (-0.5% QoQ). ADVANC was the first operator to apply data
quotas on fixed-speed prepaid plans in Dec 2022 (before the competitors
followed suit in early Feb 2022), so there could be slight decline in mobile
ARPU (consumers preferring to use competitors’ prepaid packages for
approximately one month).

April 10, 2023
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We forecast FBB revenue, 8.1% of core service revenue, at THB2.7b (+12.0%
YoY, +5.1% QoQ). FBB competition has already eased as operators have
removed the THB299/month plan from the market. Also, we forecast non-
mobile enterprise revenue at THB1.7b (+16.8% YoY, 1.0% QoQ).

Fig 2: We expect net addition of 25k mobile subscribers in Fig 3: We forecast QoQ mobile revenue growth of 0.5% in
1Q23E (vs 507k in 1Q22 and 351k in 4Q22) 1Q23E
mobile §ubscribers
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Source: Company, MST Source: Companyl, MST

1.2 Mobile competition has been easing

The increase in international tourists in 4Q22 and declining inflation rates
have led to improved consumer purchasing power. As a result, competition
has begun to ease in the mobile market. In the prepaid market, ADVANC
changed the data quotas for fixed-speed data plans from unlimited internet
usage to 30-50GB in Jan 2023 before True Move H and dtac followed suit in
early Feb. For example, 4mbps data plans (THB150 for 30-day usage) now
have 30GB data quota, and 15mpbs data plans (THB200 for 30-day usage)
now have 50GB data quota.

In the postpaid market, dtac brand raised prices of its postpaid packages
for new customers (old customers can still use their existing data plans) to
match True Move H’s and AIS’s price levels (AIS is ADVANC’s consumer
brand) on 2 Mar (the new TRUE entity was officially registered as a new
company on 1 Mar). Out of five limited-data plans by dtac, three saw 15-
38% increases in price/GB while two plans saw no price changes.

Fig 4: Examples of dtac’s price plans: New (3 Mar 2023) vs Old (Feb 2023)

NEW oLD
Voice call (minutes) Voice call (minutes) Price per GB
Data Quota
THB/month | Data Quota (GB) dtac # non-dtac # THB/month (GB) dtac # non-dtac # OLD 9% chg
399 20 100 349 20 100 19.0 16.5 15.2%
499 40 250 499 40 300 11.5 11.5 0.0%
599 50 250 599 50 300 11.0 11.0 0.0%
699 60 300 699 80 80 10.7 7.7 37.6%
899 80 300 899 100 . 100 10.2 8.0 28.1%
Unlimited
1,199 250 1,099 . 200
Unlimited
1,499 400 1,499 500
1,699 Unlimited Unlimited 500
o) 700 L) Unlimited  Unlimited 700
2,199 1,200 2,199 Unlimited

Source: Company, MST
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Fig 5: AIS, True Move H and dtac now have the same pricing for postpaid data plans

THB/month = Data Quota (GB) Voice call (minutes)
399 20 100
499 40 250
599 50 250
699 60 300
899 80 300
1.199 Untimited For AIS, 350 mins. For True and dtac, free in-network

calls and 250-min any-network calls.

Source: Company, MST

1.3 Strong network quality could give ADVANC a short-term
edge in 2Q-3Q22E
We could see ADVANC’s mobile revenue growing faster than TRUE’s this
year partly due to stronger network quality amid the same pricing of
postpaid data plans across three brands (AIS, True and dtac).
According to the Opensignal survey in Nov 2022, ADVANC offered average
5G speed of 156mbps, higher than True Move H’s 100mbps and dtac’s
29mbps. ADVANC’s overall mobile internet had average speed of 18mbps,
higher than True Move H’s 16mbps and dtac’s 11mbps. However, ADVANC’s
network advantage may last only 2-3 quarters as True Move H’s and dtac’s
networks are becoming more integrated over time.
Fig 6: Average 5G download speed as of Nov 2022 Fig 7: 5G availability as of Nov 2022
mbps Average 5G speed 5G availability
180 4 25% 1 e 23.2%
160 | 156.4
140 20% -
120 A
100.4 15% -
100 - 12.6%
80 10% -
60
40 29.4 5%
20 4
0 T T 0% AIS ‘ True Move H ‘ dtac
AlS True Move H dtac
Source: Opensignal, MST Source: Opensignal, MST
Fig 8: Average mobile internet speed (3G-5G) as of Nov 2022 Fig 9: Mobile gaming experience score as of Nov 2022 (0-
100 points)
mbps Average internet speed points Gaming experience
20 - 7 -
18 17.6 o 70 4 69.2
16 68 -
14 66
63.8
12 1.3 64 -
10 - 62
8 60 1 58.5
6 - 58
4 4 56
2 ] 54
52 T T
0 AlS ‘ True Move H ‘ dtac AIS True Move H dtac
Source: Opensignal, MST Source: Opensignal, MST
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1.4 QoQ profit growth to accelerate in 2Q23E

2.1

Fig 10: TTTBB’s cost structure

We forecast QoQ core profit growth to accelerate in 2Q23E thanks to easing
competition and lower electricity costs, which accounted for 30% of
network opex in FY22. In Mar, the government cut the electricity tariff for
businesses from THB5.33 per unit in Jan-Apr 2023 to THB4.77 per unit in
May-Jul 2023, implying 10.5% decrease in the tariff rate. As a result,
ADVANC has hinted that network opex should have already peaked in 1Q23E.

Rent negotiation with JASIF implies long-
term upside

TTTBB’s lack of liquidity sparked fear among JASIF
unitholders

What happened?

JASIF share price dropped by 9.1% on 23 Mar to THB7.0 due to the news that
TTTBB could not pay the full amount of monthly rent to JASIF on time. In
FY23E, TTTBB needs to pay THB943m/month to JASIF. On 15 Mar 2023,
TTTBB paid THB900m rent to JASIF and asked to delay the payment of the
remaining THB43m to 31 Mar due to liquidity issues. Price competition has
intensified over the past 4-5 years, and the TTTBB’s FBB ARPU has dropped
from THB652/month in 4Q18 to THB577/month in 4Q22, which is below
TTTBB’s THB590/sub/month opex (FY21 data showed monthly costs per sub
of THB356 from JASIF rent and THB234 from other opex).

Implications for ADVANC and JASIF

The mismatch of high opex and low ARPU at TTTBB means that TTTBB’s
business is not self-sustainable. However, ADVANC, the soon-to-be owner
of TTTBB, stated on 29 Mar that the company “does not intend to inject
additional cash nor capital into TTTBB”. After the acquisitions of TTTBB and
JASIF (likely to be completed in mid-2023), ADVANC will consider rental
restructuring with JASIF and debt restructuring with commercial banks so
that TTTBB can continue operating without relying on ADVANC’s cash flow.

The rental restructuring is likely to entail lower annual rental payment to
JASIF and longer lease duration. Fifteen-percent reduction in JASIF rent
implies THB1b profit upside for ADVANC (3.4% of FY24E core profit). For
JASIF, 15% reduction in rental income would result in a 17% decline in FY24E
DPS from THBO0.99 (14% yield) to THBO0.82 (12% yield). Nevertheless, our
target price of THB6.20 for JASIF is likely to remain unchanged in the case
of lower rent because we expect ADVANC to lengthen the lease duration to
make the rental structuring NPV-neutral.

Fig 11: TTTBB’s ARPU at year-end
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THB/sub/month JASIF rental Other opex Total opex THB/month
700 - 628 660 - 652
590 636
600 - 527 640
500 - 256 4
234 620 608
400 1 102 600 - 597
300 - 580 4 577
200 4 372 356 560
4 225
100 540 -
0 T T |
2019 2020 2021 520 T
2018 2019 2020 2021 2022
Source: ADVANC, TTTBB, MST Source: TTTBB, MST
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3.1

Fig 12: Growth rates of core service revenue and core net

Valuation and recommendation

Reiterate BUY on ADVANC thanks to favourable
structural changes

We reiterate BUY on ADVANC (THB240 TP) on the back of 10.4% core profit
growth in FY23E. We forecast QoQ core profit growth to accelerate in 2Q23E
thanks to easing competition and lower electricity costs (1Q23E should be
the peak of the company’s network opex). Downside risk is inflation rate
remaining significantly above 3% in FY23E, which could hurt consumer
purchasing power and hence ADVANC’s prepaid revenue.
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Fig 13: ADVANC’s targets vs MST’s FY23E forecasts
profit (excluding TTTBB and JASIF)
] ] MST
Service revenue growth Core net profit growth FY23E
20% A 17.4% Core service revenue growth 4.4%
- EBITDA growth mid-single digit growth 0.9%
15% 1 4.4% revenue Network CAPEX (THB b) -29.0
growth, excluding 10.4%
10% - 8.8% TTTBB.
5% - 3.193-8%
2.4% 1% 1.6%
0%
-1.4%
-5% -
-5.1% -5.3%
-10% -
-15% -
-14.7%
-20% -
2019 2020 2021 2022 2023E 2024E

Source: Company data, MST

Fig 14: 1-year-forward P/E band

Source: Company data, MST
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Source: Company data, MST

3.2

THB850/month campaign for iPhone 14 to improve
customer retention

In late-Mar, ADVANC collaborated with UOB to launch a 34-month loans for
smartphone purchases. To qualify for this loan, a customer needs to apply
for: i) THB699/month postpaid data plan with ADVANC; and ii) UOB’s
personal loan card called UOB Cash Plus. In addition to the THB699/month
for ADVANC’s data plan, UOB’s loan requires THB850/month repayment.
After 24 months of debt repayments, a customer has the option to: i) sell

April 10, 2023
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his/her iPhone (in good condition) at 30% of the original price; or ii)

continue repaying the debt until the 34™ month.

Smartphone loans and cell phone reselling are nothing new in Thailand, but
ADVANC is merely the first company to combine the two things into one
product and attach the loan to its postpaid plan. This promotional campaign
could be slightly positive to ADVANC because it allows the company to
deplete iPhone 14 inventory and improve customer retention.

Fig 15: We have a DCF-based target price of THB240 (7.6% WACC, 2.0% TG) for ADVANC

Securities

DCF Valuation

Cost of equity assumption (%)
Risk free rate

Market risk premium

Stock beta

Cost of equity , Ke

Cost of debt, Kd
After-tax cost of debt
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Cashflows (THB m)
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FY23E net debt
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Current share price (THB/share)
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40,981
38,077
803,093
88,491
714,602
2,974

213.0
12.7%
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FYE 31 Dec FY21A FY22A FY23E FY24E FY25E
Key Metrics

P/E (reported) (x) 20.2 23.7 221 21.3 21.2
Core P/E (x) 25.3 22.6 22.1 21.3 21.2
P/BV (x) 8.4 6.8 7.0 6.7 6.5
P/NTA (x) 8.4 6.8 7.0 6.7 6.5
Net dividend yield (%) 3.3 3.9 3.9 4.1 4.1
FCF yield (%) 5.9 7.1 10.0 8.7 9.0
EV/EBITDA (x) 8.8 7.6 7.4 7.0 6.5
EV/EBIT (x) 21.2 18.5 19.2 17.8 17.4
INCOME STATEMENT (THB m)

Revenue 181,332.9 185,483.0 211,512.4 217,681.8 223,893.0
EBITDA 91,554.0 89,862.0 99,427.2 102,338.9 105,401.0
Depreciation (53,374.0) (52,902.0) (60,950.5) (62,381.4) (66,059.9)
Amortisation 0.0 0.0 0.0 0.0 0.0
EBIT 38,180.0 36,960.0 38,476.7 39,957.6 39,341.1
Net interest income /(exp) (5,626.0) (5,231.0) (5,723.7) (5,943.0) (4,984.9)
Associates & JV 0.0 10.0 1,718.5 1,785.0 1,828.5
Exceptionals 0.0 0.0 0.0 0.0 0.0
Other pretax income 340.0 442.0 560.0 560.0 560.0
Pretax profit 32,894.0 32,181.0 35,031.5 36,359.6 36,744.7
Income tax (5,970.0) (6,167.0) (6,760.3) (7,025.9) (7,348.9)
Minorities (2.0) (3.0) 0.0 0.0 0.0
Discontinued operations 0.0 0.0 0.0 0.0 0.0
Reported net profit 26,922.0 26,011.0 28,271.2 29,333.6 29,395.7
Core net profit 27,038.1 25,607.8 28,271.2 29,333.6 29,395.7
BALANCE SHEET (THB m)

Cash & Short Term Investments 12,739.3 9,013.5 11,701.2 10,553.7 9,033.2
Accounts receivable 16,552.3 17,901.8 19,307.1 19,870.2 20,437.2
Inventory 2,104.3 3,839.3 2,381.6 2,453.1 2,526.7
Property, Plant & Equip (net) 117,844.0 121,339.0 149,353.7 144,555.9 137,470.0
Intangible assets 142,639.0 152,384.5 138,705.9 125,027.4 111,348.8
Investment in Associates & JVs 982.9 993.6 14,188.6 14,474.2 14,766.7
Other assets 63,360.0 52,261.7 44,204.4 34,547.2 24,396.7
Total assets 356,221.7 357,733.3 379,842.6 351,481.7 319,979.3
ST interest bearing debt 14,131.7 24,131.7 24,131.7 24,131.7 10,000.0
Accounts payable 45,055.4 46,545.9 54,690.7 56,147.7 58,387.0
LT interest bearing debt 73,696.6 48,000.0 67,420.0 51,000.0 47,000.0
Other liabilities 141,514.0 154,087.0 144,795.0 127,416.0 107,817.0
Total Liabilities 274,397.2 272,764.3 291,037.1 258,695.5 223,204.1
Shareholders Equity 81,698.8 84,843.3 88,679.7 92,660.4 96,649.5
Minority Interest 125.8 125.8 125.8 125.8 125.8
Total shareholder equity 81,824.5 84,969.0 88,805.5 92,786.2 96,775.3
Total liabilities and equity 356,221.7 357,733.3 379,842.6 351,481.7 319,979.3
CASH FLOW (THB m)

Pretax profit 32,894.0 32,181.0 35,031.5 36,359.6 36,744.7
Depreciation & amortisation 53,374.0 52,902.0 60,950.5 62,381.4 66,059.9
Adj net interest (income)/exp 5,626.0 5,231.0 5,723.7 5,943.0 4,984.9
Change in working capital (1,034.3) (1,677.6) 8,518.7 760.7 1,660.3
Cash taxes paid (5,970.0) (6,167.0) (6,760.3) (7,025.9) (7,348.9)
Other operating cash flow 441.5 1,489.4 (1,177.8) (1,211.0) (1,203.5)
Cash flow from operations 85,331.2 83,958.9 102,286.3 97,207.7 100,897.3
Capex (25,786.1) (31,952.6) (29,000.0) (29,000.0) (29,208.4)
Free cash flow 40,035.9 40,967.1 62,2471 54,234.3 55,942.5
Dividends paid (21,204.1) (22,869.5) (24,826.8) (24,893.9) (25,379.8)
Equity raised / (purchased) 0.0 0.0 0.0 0.0 0.0
Change in Debt (22,103.3) (27,935.0) 6,814.4 (29,403.8) (31,505.0)
Other invest/financing cash flow (21,919.2) (12,877.0) (31,550.9) (15,057.6) (16,324.7)
Effect of exch rate changes 0.0 0.0 0.0 0.0 0.0
Net cash flow (5,681.5) (11,675.3) 23,722.9 (1,147.5) (1,520.5)
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FYE 31 Dec FY21A FY22A FY23E FY24E FY25E
Key Ratios

Growth ratios (%)

Revenue growth 4.9 2.3 14.0 2.9 2.9
EBITDA growth 2.2 (1.8) 10.6 2.9 3.0
EBIT growth 1.2 (3.2) 4.1 3.8 (1.5)
Pretax growth 1.1 (2.2) 8.9 3.8 1.1
Reported net profit growth (1.9) (3.4) 8.7 3.8 0.2
Core net profit growth (1.4) (5.3) 10.4 3.8 0.2
Profitability ratios (%)

EBITDA margin 50.5 48.4 47.0 47.0 47.1
EBIT margin 21.1 19.9 18.2 18.4 17.6
Pretax profit margin 18.1 17.3 16.6 16.7 16.4
Payout ratio 84.9 87.9 86.4 86.4 86.4
DuPont analysis

Net profit margin (%) 14.8 14.0 13.4 13.5 13.1
Revenue/Assets (x) 0.5 0.5 0.6 0.6 0.7
Assets/Equity (x) 4.4 4.2 4.3 3.8 3.3
ROAE (%) 34.2 31.2 32.6 32.4 31.1
ROAA (%) 7.7 7.2 7.7 8.0 8.8
Liquidity & Efficiency

Cash conversion cycle (86.2) (88.8) (83.7) (93.0) (92.2)
Days receivable outstanding 34.1 33.4 31.7 32.4 32.4
Days inventory outstanding 6.6 8.5 7.6 5.7 5.7
Days payables outstanding 126.9 130.7 122.9 131.1 130.3
Dividend cover (x) 1.2 1.1 1.2 1.2 1.2
Current ratio (x) 0.4 0.3 0.3 0.3 0.3
Leverage & Expense Analysis

Asset/Liability (x) 1.3 1.3 1.3 1.4 1.4
Net gearing (%) (incl perps) 91.8 74.3 89.9 69.6 49.6
Net gearing (%) (excl. perps) 91.8 74.3 89.9 69.6 49.6
Net interest cover (x) 6.8 7.1 6.7 6.7 7.9
Debt/EBITDA (x) 1.0 0.8 0.9 0.7 0.5
Capex/revenue (%) 14.2 17.2 13.7 13.3 13.0
Net debt/ (net cash) 75,089.0 63,118.2 79,850.5 64,578.0 47,966.8

Source: Company; Maybank IBG Research
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Historical recommendations and target price: Advanced Info Service (ADVANC TB)

‘ 7 Apr ‘ ‘ 11 May ‘ ‘ 10 Aug ‘ ‘ 16 Dec ‘ ‘ 5 May ‘ ‘ 4 Aug ‘ ‘ 22 Dec ‘ ‘ 28 Feb ‘ ‘ 2 Jun ‘ ‘ 1 Jul ‘
Buy : 11245.0 Buy : 11232.0 Buy : 11229.0 Buy : 11234.0 Buy : 11219.0 Buy : 1218.0 Buy : 11235.0 Hold : 1240.5 Hold : 1230.0 Buy : 1230.0
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Definition of Ratings

Maybank IBG Research uses the following rating system

BUY Return is expected to be above 10% in the next 12 months (including dividends)
HOLD Return is expected to be between 0% to 10% in the next 12 months (including dividends)
SELL Return is expected to be below 0% in the next 12 months (including dividends)

Applicability of Ratings

The respective analyst maintains a coverage universe of stocks, the list of which may be adjusted according to needs. Investment ratings are only applicable
to the stocks which form part of the coverage universe. Reports on companies which are not part of the coverage do not carry investment ratings as we do
not actively follow developments in these companies.
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THAI INSTITUTE OF DIRECTORS ASSOCIATION (I0D) CORPORATE GOVERNANCE REPORT RATING 2023

AAAAA

AAV
ADVANC

ALLA

AMARIN
AMATA
AMATAV
ANAN
AOT

APURE
ARIP
ASP
ASW
AUCT

AYUD
BAFS
BAM
BANPU
BAY
BRIK
BBL
BCP
BCPG
BDMS
BEM
BEYOND
BGC

AAAA

2s
7UP
ABICO

ACE
ACG
ADB
ADD
AEONTS
AGE
AHC

AIE

AIT
ALUCON
AMANAH
AMR
APCO
APCS
AQUA
ARIN
ARROW

ASAP
ASEFA
ASIA
ASIAN
ASIMAR
ASK
ASN
ATP30
B

BA

BC
AAA
A

A5

Al

ALL
ALPHAX
AMC
APP
AQ

AU

B52
BEAUTY
BGT
BLAND

BM
BROCK

CENTEL
CFRESH
CGH
CHEWA
CHO
CIMBT
CK

CKP

CM
CNT
COLOR
com7
COMAN
COTTO
CPALL
CPF
CPI
CPN
CRC
Css
DDD
DELTA
DEMCO
DOHOME
DRT
DTAC
DUSIT

CIVIL

CRANE

csc
CspP
Ccv

cwrt

BSBM
BTNC
CAZ
CCP
CGD
CMAN
CMO
CMR
CPANEL
CPT
CSR
CTW

D
DCON
EKH

EA
EASTW
ECF
ECL
EE
EGCO
EPG
ETC
ETE
FN
FNS
FPI
FPT
FSMART
FVC
GC
GEL
GFPT
GGC

pcc
DHOUSE
DITTO
DMT
DOD
DPAINT
DV8
EASON
EFORL
ERW
ESSO
ESTAR
FE
FLOYD
FORTH
FSS
FTE
GBX
GCAP
GENCO
GJs
GTB
GYT
HEMP
HPT
HTC
HUMAN
HYDRO
ICN
IFS

IG

IMH
INET

EMC
EP
EVER
F&D
FMT
GIFT
GLOCON
GLORY
GREEN
GsC
HL
HTECH
IHL
INOX
JAK

INTUCH

KBANK
KCE
KEX
KGI
KKP
KSL
KTB
KTC
LALIN
LANNA
LHFG
LIT
LOXLEY
LPN
LRH
LST
MACO
MAJOR
MAKRO
MALEE
MBK
MC
MCOT
METCO
MFEC
MINT
MONO

KCAR
KIAT
KISS
KK
KOOL
KTIS
KUMWEL
KUN
KwC
KWM
L&E
LDC
LEO
LH
LHK

MATCH
MBAX
MEGA
META

JMART
Jsp
JUBILE
KASET
KCM
KwWI
KYE
LEE
LPH
MATI
M-CHAI
MCS
MDX
MENA
MJD

PHOL

PLANET
PLAT
PORT
PPS
PR9
PREB
PRG
PRM
PSH
PSL
PTG

NUSA
NWR
occ
0OGC
ONEE
PACO
PATO

PICO
PIMO
PIN
PJW

SAAM
SABINA
SAMART
SAMTEL
SAT

SABUY
SAK
SALEE
SAMCO
SANKO

RAM
ROCK

RPH
RSP
SIMAT
SISB
SK
SOLAR
SPACK
SPG
SQ
STARK
STECH
SUPER

Score Range

Number of Logo

Maybank

Securities

Description

90-100

Lower than 50

AAAAA
AAAA
AAA
AA
A

No logo given

Excellent
Very Good
Good
Satisfactory
Pass

N/A

SIs
SITHAI
SMPC
SNC
SONIC
SORKON
SPALI
SPI
SPRC
SPVI
SsC
SSsC
SSiiy
STA
STEC
STGT
STI
SUN
susco
SUTHA
SviI
SYMC
SYNTEC
TACC
TASCO
TCAP
TEAMG

SAPPE
SAWAD
SCI
SCAP
SCpP
SE
SECURE
SFLEX
SFP
SFT
SGP
SIAM
SINGER
SKE
SKN
SKR

SNNP
SNP
SO

SPA
SPC
SPCG
SR
SRICHA
SSF
SSP
STANLY

SVH
PTECH
TC
TCCC
TCJ
TEAM
THE
THMUI
TKC
TNH
TNPC
TOPP
TPCH
TPOLY
TRUBB

TEMAMA
THANA
THANI
THCOM
THG
THIP
THRE
THREL
TIPCO
TISCO
TK
TKN
TKS
TKT
TMILL
™T
TNDT
TNITY
TOA
TOP
TPBI
QM
TRC
TRUE
TsC
TSR
TSTE

STC
STPI

SVOA
SVT
swc
SYNEX
TAE
TAKUNI
TCC
TCMC
TFG
TFI
TFM
TGH
TIDLOR
TIGER
TIPH
TITLE

TNR
TOG
TPA
TPAC
TPCS
TPIPL
TPIPP
TPLAS

T
TYCN
UMS
UNIQ
UPA
UREKA
VARO

WFX
WPH
YGG

TSTH
TTA
TTB
TTCL
TTW
TU
TVDH
TVI
TVO
TWPC
U

UAC
uBlIS
UPOIC
uv
VCOM
VGI

VIH
WACOAL
WAVE
WHA
WHAUP
WICE
WINNER
XPG
ZEN

TWP
UBE
UEC
UKEM
Umi
UOBKH
UP

UPF
uTtp
VIBHA
VL
VPO
VRANDA
WGE
WIIK
WIN
WINMED
WORK
WP

X0
YUASA
ZIGA

Source: Thai Institute of Directors (10D)
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Anti-Corruption Progress Indicator 2023

Maybank

Securities

UszamdAlaauisuaiizinsisu CAC
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ALT DDD
APCO DHOUSE
BKD DOHOME
CHG EKH
CPR EVER
1eisuni1s5susay CAC
2s BPP
7UP BROOK
ADVANC BRR
AF BSBM
Al BTS
AIE BWG
AIRA CACTEST
AJ CEN
AKP CENTEL
AMA CFRESH
AMANAH CGH
AMATA CHEWA
AMATAV CHOTI
AP CHOW
AS cIG
ASIAN CIMBT
ASK cM
ASP cMc
AWC CNS
AYUD com7
B CPALL
BAFS CPF
BANPU cPI
BAY cPL
BBL CPN
BCH CRC
BCP csc
BES DCC
BEC DELTA
BEYOND DEMCO
BGC DIMET
BKI DRT
BLA DTAC
N/A

3K-BAT BEM

A BH

AAI BIG
AAV BIOTEC
ACC BIZ
ACE BJC
ACG BJCHI
AEONTS BKD
AFC BKKCP
AGE BLAND
AH BLISS
AHC BOFFICE
AIMCG BR
AIMIRT BRI

AIT BROCK
AJ BRRGIF
AJA BTG
AKR BTNC
ALLA BTSGIF
ALLY BUI

ALT B-WORK
ALUCON BYD
AMARIN CBG
AMATAR CCET
AMC ccp
AMR CcGD
ANAN CH
AOT CHARAN
APCO CHAYO
APEX CHG
APURE cl

AQ cIry
ASAP cIvIL
ASEFA CcK
ASIA CKP
ASIMAR CMAN
ASW CMR
AURA CNT
B52 CPH
BA cPL
BAREIT CPNCG
BBGI CPNREIT
BCT cPT
BDMS CPTGF
BEAUTY cPW
BEC CRANE

J

JMART
IJMT
KEX

KUM WEL
LDC

DTC
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EASTW
ECF
ECL
EGCO
EP

EPG
ERW
ESTAR
ETC

ETE
Financials
Financials
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TCccc
TCI
TCOAT
TEAM
TEAMG
TEGH
TEKA
TFFIF
TFM
TGE
TGPRO
TH
THAI
THE
THG
THL
TIF1
TIPH
TK
TKC
TKN
TLHPF
TLI
TMD
TNPC
TNPF
TOA
TPAC
TPBI
TPIPL
TPIPP

TSTH
TTB
TTCL
TU
TVDH
TVI
TVO
TWPC
U

UBIS
UEC
UKEM
UOBKH
uv

VGl

VIH
VNT
WACOAL
WHA
WHAUP
WICE
WIIK
XO
YUASA

TPOLY
TPRIME
TQM
TR
TRC
TRITN
TRUBB
TSE
TSI
TSR
TTI
TTLPF
TTT
TTW
TU-PF
TWP
TWZ
TYCN
UAC
uMmi
UNIQ
uP
UPOIC
URBNPF
uTP
UVAN
VARO
VIBHA
VNG
VPO
VRANDA
w
WAVE
WFX
WGE
WHABT
WHAIR
WHART
WIN
WORK
WORLD
wP
WPH
XPG
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