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Lee Cherng Wee Maxis Berhad
(603) 7890 8888 (ext 2067)
leecw @apexsecurities.com.my Bogged down by staff optimisation cost
Recommendation: HOLD Summary
Current Price: RM 4.03 « Maxis’s 9MFY23 net profit of RM936m was below our expectations due to
Previous Target Price: RM 4.44 higher costs related to workforce optimisation.
Target Price: ! RM 4.35 ¢ Looking ahead, Postpaid revenue continues to lead Maxis’ growth and
Upside/Downside: 7.9% :.'IevicT1 sales expected to rebound in 4Q23 in conjunction with iPhone 15’s
aunch.

¢ We maintain our HOLD recommendation with a lower target price of

Stock information -
RM4.35 (WACC 5.67%, terminal growth 1%).

Board MAIN
Sector Telecommunication Results Review
Bursé / Bloomtferg Code 6012 / MAXIS MK e Results review. 3QFY23 net profit declined 9% yoy to RM287m, dragged down
Syariah Compliant Yes by higher staff costs (+37% qoq to RM277m) related to workforce optimisation.
FTSE4Good Index Yes Revenue for the quarter fell 1.1% yoy to RM2.44b mainly due to lower device sales
FTSE ESG Rating Yok sk (-16.8% gog to RM297m) as customers held back in anticipation of iPhone 15 launch
Bloomberg ESG Rating Yo te ok ok in 4Q23.
shares fssued () 7321 Bel tations. In 9M23 lative net profit at RM936m makes up to 62%
, o Below expectations. In , cumulative net profit a m makes up to 62%

Market Cap (RM 31,563.3 .

arke ap_( m ! and 69% of our and consensus forecasted net profit of RM1.49b and RM1.36b
52-Week Price Range (RM) 3.65-4.59 respectively. The variance was mainly due to the higher staff costs. Management
Beta (x) 1.2 noted that the staff optimisation is one-off for this year in bid to reduce 10% of
Free float (%) 12.9 their workforce with half of them from the Enterprise business. Maxis expects a
3M Average Volume (m) 2.9 payback period of 1 year for the higher staff costs but has not guided on future cost
3M Average Value (RM' m) 11.8 savings from the workforce reduction.
Top 3 Shareholders (%) e Operations Highlights. Postpaid continues to lead growth after subscribers grew
Binariang GSM Sdn Bhd 62.2 8% yoy and 2.4% qoq to 3.53m while ARPU declined to RM76.8 vs RM77.9 in 2Q23.
Employees Provident Fund Board 111 Enterprise segrngnt also contributed so slight revenue growth while Prepaid and

Home Connectivity were flat.

Amanah Saham Nasional Bhd 10.3

e Industry Highlights. The telecommunication industry is gearing up for 5G with

Share Price Performance focus on the Enterprise segment as the Consumer segment is harder to monetize.

o \M ” o Outlook. Despite the setback of higher staff costs, Maxis is still on track to meet
100 M’ 100 its management guidance of a) low single digit growth in Service Revenue, b) Flat
9% 95 EBITDA growth at RM3.9b. However, management reduced its capex guidance to
o 9% slightly less than RM1b.
¢ \"’0& \“’\wﬁ \"\iy \“’\w& »"\w& - . . . .
v e e Valuation. Trimmed our FY23 earnings forecast by 11% to adjust for the higher

staff costs. Re-iterate our HOLD recommendation on Maxis with a lower target price
of RM4.35 (previously RM4.44).

MAXIS MK Equity FBMKLCI Index

iMm 3M 12M
Absolute (%) 02 25 49 ¢ Risk. Price slashing by competitors. Changes in government regulations. Higher-

Relative (%) 03 34 6.6 than-expected 5G capex affecting cashflow and dividend.
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Figure 1: Results Comparison

Company Results

FYE Dec (RM m) 3QFY§ SQFYE Y((;A)Y) 2QFY§ Q(c;/oQ) 9MFY§ 9MFY§ Y(;)Y) 5 Quarters Trend Comments
Revenue 2,442.0 2,405.0 15 2,470.0 1y 7,235.0 7,438.0 28 &+ """ —w— s Lowerdevice sales
EBITDA 929.0 1006.0 (7.7) 1002.0 (7.3) 2,945.0 2,903.0 (14) = *—*—=—"—4 Staff optimisation cost
Pre-tax profit 384.0 470.0 (18.3)  453.0 (15.2) 1397.0 1266.0 9.4) ¥ —r———y,
Net profit 287.0 315.0 (8.9) 329.0 (12.8) 926.0 936.0 11 et
Core net profit 287.0 315.0 (8.9) 329.0 (12.8) 926.0 936.0 11 ¥
Core EPS (sen) 3.7 4.1 (8.9) 4.2 (12.8) 119 12.0 11 ¥
EBITDA margin (%) 38.0 418 40.6 40.7 39.0 B
PBT margin (%) 5.7 9.5 18.3 19.3 17.0 ey
Core PATAMI margin (%) 118 13.1 13.3 12.8 12.6 e
Source: Company, Apex Securities
Financial Highlights
Income Statement Balance Sheet
FYE Dec (RM m) FY21 FY22 FY23 FY24F FY25F FYE Dec (RM m) FY21 FY22 FY23 FY24F FY25F
Revenue 92410 9789.0 9836.1 9889.8 #### Cash 1910 628.0 697.2 3010 303.2
EBITDA 3876.0 3938.0 3983.6 4153.7 4250.7 Receivables 1654.0 2136.0 2163.9 24725 2226.6
Depreciation & Amortisation -1649.0 -17210 -1819.7 -16813 -1720.5 Other current assets 5.0 7.0 58.2 106.5 49.1
EBIT 2213.0 2218.0 2163.9 2473.5 2532.2 Total Current Assets 2850.0 2781.0 2919.4 2879.9 2578.9
Net Finance Income/ (Cost) -4510 -4070 -3783 -3786 -380.2 Fixed Assets 5193.0 5639.0 6028.6 6345.0 66318
Associates & JV 0.0 0.0 0.0 0.0 0.0 Intangibles 11474.0 11507.0 11450.0 11400.0 11350.0
Pre-tax Profit 1762.0 1811.0 1785.7 2094.9 2152.0 Other non-current assets 2926.0 3118.0 3079.5 3135.7 315.1
Tax -4540 -630.0 -4465 -5246 -536.8 Total Non-current assets  19593.0 20264.0 20558.1 20880.6 21096.9
Profit After Tax 1308.0 11810 1339.2 1570.3 1615.2 Short-term Debt 2034.0 283.0 2204.0 199.7 672.7
Minority Interest 0.0 0.0 0.0 0.0 0.0 Payables 3527.0 3807.0 39344 3807.6 41495
Net Profit 1308.0 11810 1339.2 1570.3 1615.2 Other Current Liabilities 185.0 353.0 300.0 300.0 300.0
Exceptionals 0.0 0.0 0.0 0.0 0.0 Total Current Liabilities 5746.0 4443.0 6438.4 4307.2 5122.2
Core Net Profit 1308.0 11810 1339.2 1570.3 1615.2 Long-term Debt 8056.0 9582.0 7674.0 9978.7 8833.0
Other non-current liabilities 1916.0 2649.0 2736.9 26613 2850.9
Key Ratios Total Non-current Liabilitie 9972.0 122310 104109 12640.0 11683.9
FYE Dec (RM m) FY21 FY22 FY23 FY24F FY25F Shareholder's equity 6725.0 6369.0 64722 6643.0 6703.3
EBITDA margin 419% 402% 405% 420% 42.0% Minority interest 0.0 10 20 3.0 40
EBIT margin 23.9% 227% 220% 250% 25.0% Equity 6725.0 6371.0 6472.2 6643.0 6703.3
PBT margin BB B5% B2% 212% 213%
PAT margin “U.2% D% B6% B9% 16.0% Cash Flow
NP margin 4.2% 2P B6% BI9% 16.0% FYE Dec (RM m) FY21 FY22 FY23 FY24F FY25F
Core NP margin “U.2% D% B6% B9% 16.0% Operating cash flow 3763.0 3303.0 3158.9 3250.6 3333.8
ROE B4% 1B5% 207% 236% 24.1% Net capex -1633.0 -1720.0 -1573.8 -1582.4 -1619.3
ROA 6.7% 5.8% 6.5% 7.5% 7.7% Others 133.0 4240 2459 2472 253.0
Net gearing 1323% 1450% 418% U8.7% 137.3% Investing cash flow -1497.0 -1296.0 -1327.9 -1335.1 -1366.3
Dividends paid -1330.0 -1566.0 -1244.0 -1399.5 -1555.0
Key Assumptions Debt drawdown 2300.0 1500.0 500.0 2000.0 500.0
FYE Dec (RM m) FY21 FY22 FY23 FY24F FY25F Debt repayment -2050.0 -1750.0 -283.0 -2204.0 -199.7
P ostpaid subscribers ('000) 3,139 3,343 3,400 3,500 3,600 Finance costs -456.0 -428.0 -407.8 -408.2 -4105
Prepaid subscribers ('000) 5959 5785 5700 5800 5,900 Others -2710 -326.0 -300.0 -300.0 -300.0
Postpaid ARPU(RM) 80.4 78.8 78.0 77.0 76.0 Financing cash flow -1807.0 -2570.0 -1734.8 -2311.7 -1965.2
Prepaid ARPU (RM) 37.8 38.7 38.0 38.0 38.0 Net cash flow 459.0 -563.0 96.2 -396.3 2.2
Forex 0.0 0.0 0.0 0.0 0.0
Valuations FY24f Others 0.0 0.0 0.0 0.0 0.0
Terminal growth rate 100% Beginning cash 705.0 1164.0 6010 697.2 3010
WACC 5.67% Ending cash 1164.0 601.0 697.2 3010 303.2
Fair Value (RM) 4.36

Source: Company, Apex Securities
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Head Office: Head Office: Mutiara Damansara Office:
6th Floor, Menara Apex, Kong Ming Ming (ext 2002) Kenneth Leong (ext 2093)

Off Jalan Semenyih, Shirley Chang (ext 2026) Lee Cherng Wee (ext 2067)
Bukit Mewah 43000 Kajang, Norisam Bojo (ext 2027) Steven Chong (ext 2068)
Selangor Darul Ehsan, Malaysia Ahmad Mujib (ext 2028) Jayden Tan (ext 2069)

General Line: (603) 8736 1118

Mutiara Damansara Office: Institutional Dealing Team:
5th Floor Menara UAC, 12, Jalan PJU 7/5, Siti Nur Nadhirah (ext 2032)
Mutiara Damansara,

47800 Petaling Jaya,

Selangor Darul Ehsan, Malaysia PJ Office:
General Line: (603) 7620 1118
General Line: (603) 7890 8899 Azfar Bin Abdul Aziz (Ext 822)

RESEARCH RECOMMENDATION FRAMEWORK

STOCK RECOMMENDATIONS

BUY: Total returns* are expected to exceed 10% within the next 12 months.

HOLD: Total returns* are expected to be within +10% to — 10% within the next 12 months.
SELL: Total returns* are expected to be below -10% within the next 12 months.

TRADING BUY: Total returns* are expected to exceed 10% within the next 3 months.
TRADING SELL: Total returns* are expected to be below -10% within the next 3 months.
*Capital gain + dividend yield

SECTOR RECOMMENDATIONS

OVERWEIGHT: The industry defined by the analyst is expected to exceed 10% within the next 12 months.
NEUTRAL: The industry defined by the analyst is expected to be within +10% to — 10% within the next 12 months.
UNDERWEIGHT: The industry defined by the analyst, is expected to be below -10% within the next 12 months.

DISCLAIMER

Disclaimer: The report is for internal and private circulation only and shall not be reproduced either in part or otherwise
without the prior written consent of Apex Securities Berhad. The opinions and information contained herein are based on
available data believed to be reliable. It is not to be construed as an offer, invitation or solicitation to buy or sell the
securities covered by this report.

Opinions, estimates and projections in this report constitute the current judgment of the author. They do not necessarily
reflect the opinion of Apex Securities Berhad and are subject to change without notice. Apex Securities Berhad has no
obligation to update, modify or amend this report or to otherwise notify a reader thereof in the event that any matter
stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes
inaccurate.

Apex Securities Berhad does not warrant the accuracy of anything stated herein in any manner whatsoever and no reliance
upon such statement by anyone shall give rise to any claim whatsoever against Apex Securities Berhad. Apex Securities
Berhad may from time to time have an interest in the company mentioned by this report. This report may not be
reproduced, copied or circulated without the prior written approval of Apex Securities Berhad.
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