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Telecommunications Neutral 
Frequency Allocation Up in the Air ↔ 

By Clement Chua l clement.chua@kenanga.com.my 
 

MCMC has cancelled the ministerial order on the allocation of the 700MHz spectrum, which was 
reported by news outlets on 2 June 2020. The first surprise came when MCMC apparently pen the said 
allocation on 15 May 2020 without undergoing a due public tender process. By way, the opted 
distribution was 10MHz x 2 each given to AXIATA’s Celcom, DIGI and  MAXIS and 5MHz x 2 each to TM 
and surprisingly, unlisted Altel Communications. The above allocations could have otherwise derailed 
the previous vision to establish a consortium to manage the national 5G deployment. No details were 
made known about the costs involved with the distribution of the frequencies. That said, such imbroglio 
could delay the national 5G deployment even further, possibly until 2021 by our estimates. On the 
flipside, this could also delay the capex stress which the winning telcos have to bear in rolling out the 
networks. We maintain our NEUTRAL call on the sector, anticipating socioeconomic challenges posed by 
the Covid-19 pandemic and movement control orders to weigh down on listed players for this year. That 
said, we believe the long-term prospect of the sector will be supported by the essentiality of 
telecommunication services.  Given recent share price movements, we take this opportunity to de-rate 
MAXIS (TP: RM4.90) to UP from MP, and OCK (TP: RM0.630) to MP from OP. 

Double one eighties. Yesterday, MCMC cancelled the ministerial order on the allocation of the 

700MHz spectrum band which was allocated without undergoing the usual tender procedures 

on 15 May 2020, while also escaping public notice from the lack of an official statement. This 

move came to light when it was picked up by news outlets on 2 June 2020. The distribution 

would have otherwise been by blocks of 10MHz x 2 each to AXIATA’s Celcom, DIGI and MAXIS 

and 5MHz x 2 each to TM and Altel Communications, an unlisted company. The emergence of 

Altel was a surprise to us, as we would have placed our bets on U Mobile if individual allocation 

was to be offered,  with it being the fourth largest celco operator. Furthermore, spectrum costs 

were not made known despite being a material component in the award of new frequencies. In addition, the move skews away from the 

formation of a 5G consortium which was intended to reduce individual pains from bearing the spectrum prices as well as to minimise capex 

spending in rolling out our national 5G network.  

More studies needed? This spectrum award cancellation was accompanied by the cancellation and inquiry of specific use in the 700MHz, 

900MHz and 2600MHz frequencies. Captioned to increase transparency and to restudy the spectrum uses, we find this move also surprising 

as this could pave the way to another re-farming of these frequencies. Currently, the 900MHz frequency is utilised by Celcom, Digi, Maxis 

and U Mobile for 4G/LTE services and is paired with the 1800MHz band since July 2017 for 15 years expiry till 2032. Meanwhile, the 

2600MHz spectrum has been part of a public inquiry conducted by the MCMC in September 2019; hence, its feature might be less alarming 

to the industry. 

Business as usual for now, but plans have been stirred. Retracting the 700MHz spectrum assignment would for now return the industry to 

the drawing board in the deployment of the national 5G network. Whether a consortium or individual telcos, the awardee(s) would have to 

bear the brunt of spectrum costs and incur higher capex spending to build the necessary infrastructure for the new network.  We also 

continue to believe that the return on investments on running the 5G network could be limited in the near-term, only seeing enterprise 

adoption as commercial demand could be limited by the narrow network coverage and the affordability of 5G device and subscription 

plans. Though by the looks of things, we would not be surprised if the readiness and commercialisation of the network are delayed towards 

2021 (from the initial 3QCY20 target). That said, the deferment of the timeline could be partly faulted on the Covid-19 pandemic and 

movement control orders.  

NEUTRAL view maintained. Our call on the sector remains NEUTRAL as the socioeconomic implications caused by the Covid-19 pandemic 

and said movement control orders could strain the near-term performance of market leaders. Risks include the possibilities of: (i) loss of 

income from certain customers that could dilute ARPUs, (ii) subscribers down-trading to cheaper options offered by competitors, (iii) 

collection issues with enterprise customers seeking deferment, and/or (iv) loss of affected enterprise customers with SME closures. That 

said, given its highly essential nature, telcos will continue to be perceived to possess long-term sustainability and as a supplement to 

economic recovery in the medium-term. Given recent uptrend movements in respective share prices, we take this opportunity to revise our 

ratings for: (i) MAXIS (TP: RM4.90) to Underperform from Market Perform, as near-term risks could be under-discounted  at current level; 

and (ii) OCK (TP: RM0.630) to Market Perform from Outperform, as its positive factor of having a high recurring income base could have 

already been accounted for. 
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Peer Table Comparison  
 

Name 
Last Price 

(RM) 

Market Cap 

(RM'm) 

Shariah 
Compliant 

Current 

FYE 

Revenue Growth 
Core Earnings 

Growth 
PER (x) - Core Earnings PBV (x) ROE (%) 

Net DivYld 

(%) Target Price 

(RM) 
Rating 

  
1-Yr. 
Fwd. 

2-Yr. Fwd. 
1-Yr. 
Fwd. 

2-Yr. 
Fwd. 

Hist. 
1-Yr. 
Fwd. 

2-Yr. 
Fwd. 

Hist. 
1-Yr. 
Fwd. 

1-Yr. 
Fwd. 

1-Yr. Fwd. 

                                

Stocks Under Coverage                               

AXIATA GROUP BHD 3.79 34,750.7   Y  12/2020 -3.5% -0.5% -20.2% 4.3% 36.2  45.3  43.4  1.6  1.6  3.4% 2.1% 3.85  MP 

DIGI.COM BHD 4.50 34,987.5   Y  12/2020 -3.0% 1.5% -7.4% 2.1% 22.5  24.3  23.8  53.0  51.9  216.1% 4.1% 4.65  MP 

MAXIS BHD 5.44 42,543.5   Y  12/2020 1.1% 3.6% 1.6% 3.7% 28.3  27.9  26.9  6.0  5.9  21.4% 3.3% 4.90 UP 

OCK GROUP BHD 0.595 570.4   N  12/2020 9.3% 6.9% 19.9% 5.0% 20.3  17.0  16.1  1.0  0.9  5.6% 0.0% 0.630 MP 

TELEKOM MALAYSIA BHD 4.30 16,192.8   Y  12/2020 -8.2% -0.4% -10.2% 5.2% 16.2  18.1  17.2  2.5  2.3  13.2% 2.0% 4.20 MP 

Simple Average     -0.9% 2.2% -3.3% 4.1% 24.7 26.5 25.5 12.8 12.5 52.0% 2.3%   

                  

Consensus Estimates                  

TIME DOT COM BHD  10.40  6,268.6   Y  12/2020 12.1% 9.4% 4.5% 7.6% 20.0  19.1  17.8  2.3  2.1  11.9% 2.5%  11.35  BUY 
                  

 

Source: Kenanga Research  
 
 

AXIATA Sum-of-Parts Valuation 
 

 

Companies Methodology Earnings Multiple Equity Value (RM'm) Effective Stake (%) 
Effective Value 

(RM'm) 

Celcom (Malaysia) DCF WACC: 7.9%, TG: 1.0%              17,523.8  100.0%                   17,523.8  

XL (Indonesia) DCF WACC: 9.9%, TG: 2.5%             16,891.5  66.4%                   11,209.2  

Robi (Bangladesh) EV/EBITDA 5.0x               7,669.0  68.7%                    5,268.6  

Dialog (Sri Lanka) EV/EBITDA 4.8x                5,090.0  83.3%                     4,241.0  

Ncell (Nepal) EV/EBITDA 5.0x               4,815.4  80.0%                    3,852.3  

Smart (Cambodia) EV/EBITDA 6.0x               4,756.2  72.5%                    3,448.2  

edotco EV/EBITDA 7.0x               4,487.0  63.0%                    2,826.8  

Vodafone Idea (India) Market Price                 7,528.0  1.6%                       122.0  

      Total Effective Value                 48,491.9  

      (-) Net Debt                   13,213.6  

      Total Equity Value                 35,278.3  

      No. of Axiata Shares ('m)                    9,156.2  

      Value/Share (RM)                        3.85  
 

 

Source: Kenanga Research 
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Stock Ratings are defined as follows:  

 
 
Stock Recommendations 

 
OUTPERFORM  : A particular stock’s Expected Total Return is MORE than 10%  

MARKET PERFORM : A particular stock’s Expected Total Return is WITHIN the range of -5% to 10% 

UNDERPERFORM : A particular stock’s Expected Total Return is LESS than -5% 

 
 
Sector Recommendations*** 

 
OVERWEIGHT  : A particular sector’s Expected Total Return is MORE than 10%  

NEUTRAL  : A particular sector’s Expected Total Return is WITHIN the range of -5% to 10% 

UNDERWEIGHT  : A particular sector’s Expected Total Return is LESS than -5%  

 
 
 
***Sector recommendations are defined based on market capitalisation weighted average expected total return for stocks 
under our coverage. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

This document has been prepared for general circulation based on information obtained from sources believed to be reliable but we do not make any 
representations as to its accuracy or completeness. Any recommendation contained in this document does not have regard to the specific investment 
objectives, financial situation and the particular needs of any specific person who may read this document. This document is for the information of 
addressees only and is not to be taken in substitution for the exercise of judgement by addressees. Kenanga Investment Bank Berhad accepts no liability 
whatsoever for any direct or consequential loss arising from any use of this document or any solicitations of an offer to buy or sell any securities. 
Kenanga Investment Bank Berhad and its associates, their directors, and/or employees may have positions in, and may effect transactions in securities 
mentioned herein from time to time in the open market or otherwise, and may receive brokerage fees or act as principal or agent in dealings with 
respect to these companies. 
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