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Bursa / Bloomberg Code
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Company Results

Axiata Group Berhad

Off to a decent start

Summary

e 1QFY24 net profit of RM189.9m was slightly above our and consensus

expectation.

e Reported improved sales in 1QFY24 attributed to improvement in

blended ARPU in both XL Axiata and Robi.

e Downgrade our recommendation to HOLD with a target price of RM2.94

(WACC 6.04%, terminal growth 0.5%).

Results Review

¢ Results review. Axiata’s reported 1Q24 net profit stands at RM135.0m which

rose by 31.8% yoy, but fell 8.1% qoq. The strong yearly performance was led by
improvement in blended ARPU in both XL Axiata and Robi coupled with better cost
savings. Similarly, revenue was registered at RM5.6b, recording growth of 13.3%
yoy (-2.3% qoq).

Within expectations. 1QFY24 core net profit of RM189.9m makes up to 31%
and 28% of both our and consensus forecasted net profit and is deemed to be
within expectation.

Operations Highlights. While XL Axiata subscribers has fallen mildly -0.4% yoy,
blended ARPU surged rapidly to IDR44,000 (vs IDR40,000 in 1QFY23). This was
driven by improved competitive environment. Concurrently, contribution from Robi
remained positive as subscribers grew 4.5% yoy and blended ARPU inched higher
to BDT140 (vs BDT137 in 1QFY23). Meanwhile, edotco demonstrated robust
EBITDA growth of 13.5% yoy, supported by reduced manpower and site-related
costs, along with an increase in built-in towers and tenancy ratio in Bangladesh,
Cambodia, and the Philippines.

Industry Highlights. Looking ahead, the forthcoming merger between Dialog
Axiata and Bharti Airtel is anticipated to further strengthen their presence in
Sri Lanka. Additionally, the Group is implementing a strategic and structural
transformation in Indonesia, aiming to convert Link Net into a FibreCo and XL
Axiata into a converged ServeCo. XL Axiata will be able to leverage on Link
Net's extensive fibre optics network, positioning itself as the second largest
fixed broadband provider in Indonesia. The Group is also exploring a potential
merger between XL Axiata and Smartfren.

Outlook. We were welcomed with FY24 guidance of: a) mid-single digit revenue
growth, b) mid-teens EBIT growth, c) capex of RM6.1b.

Valuation. We downgrade our recommendation to HOLD with a lower target
price of RM2.94 based on DCF valuation (WACC of 6.04% with a long-term growth
rate of 0.5%).

Risk. Axiata continues to face geopolitical, macroeconomic and regulatory risks as
well as strengthening USD and high interest rates.
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Figure 1: Results Comparison

Company Results

FYE Dec (RM m) 10FY24 1QFY23 Y(% 4QFY§ Q(OO/OQ) 3MFY23 3MFY24 Y(% 5 Quarters Trend Comments
Revenue 5,662.1 4,997.2 13.3 5,793.6 (2.3) 4,997.2 5,662.1 13.3 ——= Led byimproved data and
EBITDA 2,959.7 2,314.3 279 2,632.8 2.4 23143 2,959.7 27.9 ——=  service revenue from XL and
Pre-tax profit 302.2 218.7 38.2 396.6 (23.8) 218.7 302.2 382 = T T
Net profit 135.0 102.4 318 146.7 (8.0) 102.4 135.0 318
Core net profit 189.9 83.2 128.3 287.0 (33.8) 83.2 189.9 128.3 ==+ *——  Bettermargin due to cost
Core EPS (sen) 2.1 0.9 128.3 3.1 (33.8) 0.9 2.1 128.3 * = = optimisation
EBITDA margin (%) 52.3 46.3 45.4 46.3 52.3 —_—— "
PBT margin (%) 5.3 4.4 6.8 4.4 5.3 ——
Core PATMImargin (%) 3.4 17 5.0 17 3.4 —*
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 19994.4 20020.3 22002.3 23535.9 24487.8 Cash 6969.4 74517 46121 43595 58412
Operating Profit 9084.6 8236.3 9858.5 11040.9 10825.4 Receivables 5060.9 6943.6 4808.7 51439 53519
EBITDA 8735.2 8169.8 10390.3 11588.6 11389.6 Inventories 2227 2164 2189 234.1 2436
Depreciation & Amortisation -6317.8 -7878.0 -7200.0 -8013.7 -7735.4 Other current assets 157.6 82.3 968.2 968.2 968.2
EBIT 2417.3 2918 3190.3 3574.9 3654.2 Total Current Assets 12410.6 14694.0 10607.9 10705.7 12404.9
Net Finance Income/ (Cost) -1466.1 -21013  -23969  -2097.3 -2104.9 Fixed Assets 269753 272010 274398 264869 26097.8
Associates & JV -94 -66.5 5318 547.7 564.1 Intangibles 21722.7 134422 122375 122375 122375
Pre-tax Profit 9512 -1809.5 793.4 1477.7 1549.3 Other non-current assets 114418  26303.6 28156.7 28156.7 28156.7
Tax -643.7 -604.9 -6512 5911 619.7 Total Non-current assets 60139.8 66946.7 67834.1 668812 66492.1
Profit After Tax 307.5 -2414.4 142.2 886.6 929.6 Short-term Debt 42314 7088.1 2666.0 2666.0 2666.0
Minority Interest 0.0 205.0 267.4 2674 2674 Payables 13555.1  10579.6 9317.4 9586.9  10482.6
Net Profit 307.5 -2619.3 -125.2 619.2 662.2 Other Current Liabilities 2566.2 3405.6 32100 32100 32100
Exceptionals 1018.1 4206.0 667.4 0.0 0.0 Total Current Liabilities 20352.7 21073.3 15193.3 15462.8 16358.5
Core Net Profit 1325.6 1586.7 542.2 619.2 662.2 Long-term Debt 14819.1 183475 22176.2 22176.2 22176.2
Other non-current liabilities 123128 11539.6 12837.2 12837.2 12837.2
Key Ratios Total Non-current Liabilit 271319 29887.1 35013.4 35013.4 35013.4
FYE Dec (RM m) FY21 FY22 FY23 FY24F FY25F Shareholder's equity 18005.3 23935.1 22064.1 20939.5 21354.0
EBITDA margin 43.7% 40.8% 47.2% 49.2% 46.5% Minority interest 7060.5 67453 61712 61712 61712
EBIT margin 2% 15% 14.5% 15.2% 14.9% Equity 25065.8 30680.4 28235.3 27110.7 27525.2
PBT margin 4.8% -9.0% 3.6% 6.3% 6.3%
PAT margin 15% -12.1% 0.6% 3.8% 3.8% Cash Flow
NP margin 15% -13.1% -0.6% 2.6% 2.7% FYE Dec (RM m) FY21 FY22 FY23 FY24F FY25F
Core NP margin 15% -13.1% -0.6% 2.6% 2.7% Pre-tax profit 9512 -1809.5 793.4 1477.7 1549.3
ROE 12% -8.5% -0.4% 2.3% 2.4% Depreciation & amortisation 6317.8 1005 107.0 103.2 12.0
ROA 0.4% -3.2% -0.2% 0.8% 0.8% Changes in working capital 82714 -48518 870.2 -80.9 678.2
Net gearing 24.8% 26.1% 37.8% 26.4% 24.1% Others -6652.3  15495.6 5907.7 7052.0 6736.2
Operating cash flow 8888.1 8934.8 7678.2 85519 9075.7
Net capex -6487.5 -97610  -6969.7  -7060.8  -7346.3
Key Assumptions ('000) FY21 FY22 FY23 FY24F FY25F Others -1586.2 -1824.0 2269.6 0.0 0.0
XL postpaid subscibers 1316 B2 1627 1708 1793 Investing cash flow -8073.8 -11585.0 -4700.1 -7060.8 -7346.3
XL prepaid subscribers 56585 55964 55891 58685 61619 Changes in borrowings 668.0 6994.1 -1582.0 0.0 0.0
XL prepaid ARPU 107 96 90 90 90 Issuance of shares 0.0 0.0 0.0 0.0 0.0
XL postpaid ARPU 35 37 40 40 42 Dividends paid -8255 -504.7 -1743.9 -1743.9 -247.7
Others -1059.0  -3077.0 -19415 0.0 0.0
Financing cash flow -1216.5 3412.3 -5267.3 -1743.9 -247.7
Net cash flow -402.2 762.2 -2289.2 -252.7 14817
Valuations FY24F Forex 0.0 0.0 0.0 0.0 0.0
Terminal growth rate 0.50% Others 649.4 377.2 575.1 0.0 0.0
WACC 6.04% Beginning cash 6722.0 6312.3 6326.2 46121 43595
Fair Value (RM) 2.94 Ending cash 6969.2 74517 4612.1 4359.5 58412

Source: Company, Apex Securities
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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.

All analyst(s) names appear in the front page, whom prepared this report, does not have any interest in the following
securities covered in this report.

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.




