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2018 OUTLOOK

Data consumption to soar

Telecom operators expected to focus on cost reductions
in 2018, writes Komsan Tortermvasana

RATIO OF ENTERPRISE VALUE TO EBITDA
FUPRRTERE T RETPERE ST 2017¢ | 2018 | 2019F

-
AlS o3| 93| 90| 88 | 109 | 99| 92| 85
rq dtac 62| 55| 54| 64| 61| 57| 70| 69
“true  mo| 99| 95|08 [ mo | 94| 81| 67
Difference
B AISvs DTAC 32| 38| 36| 24 | 49| 42| 22| 16
W Troeve DTAC a8 | ES TR A TR TR T 02

Source: CIMB Research

he telecom sector in 2018 is

expected to continue revenue

growth of 2% more than GDP

growth, in line with growing

data consumption from users
communicating via multimedia services,
especially through over-the-top (OTT)
platforms.

Increasing consumer use of innovative
services and behaviour changes from such
usage is expected to keep revenue growth
steady in the sector.

Pisut Ngamvijitvong, an analyst from
CIMB Thai (CIMBT), predicts the big three
operators will remain concerned over their
respective declines in return on investment
(ROI) because of the high 4G licence bids
in 2015.

This will make cost reductions a much
more important strategy than the competi-
tion over customers that has persisted for
the last two years.

“Smartphones will be more affordable
this year and users will consume much
more data [than before],” he said.

Somchai Lertsutiwong, chiefexecutive of
Advanced Info Service (AIS), said the mobile
penetration rate is more than 130% of the
population and will continue growingin line
with connectivity demands through devices,
especially the Internet of Things (IoT).

Mr Somchaisaid data services consume
more than 60% of total traffic and will be a

BANGKOK POST GRAPHICS

major factor driving higher average revenue
per unit for operators.

The number of postpaid subscribers will
continue to increase as more users tend
to consume data services via unlimited
broadband internet promotions through
postpaid plans.

“Traditional telecom services via data,
multimedia and voice will be major drivers
for the telecom sector in 2018. Although
increasing numbers of people are using
OTT, especially on-demand video, the
proportion is still insignificant,” he said.

All operators provide a variety of digi-
tal services both for businesses and con-
sumers via innovative platforms, but the
use of these services has yet to be broadly
adopted, said Mr Somchai.

New revenue streams from innovative
services will still be able to generate sig-
nificant benefits in 2018, he said.

“AlS expects to see revenue grow 2%
higher than the GDP of the country, in
line with the overall telecom sector,” said
Mr Somchai.

Kittinut Tikawan,
newly appointed co-
president for com-
mercial operations
at True Corporation,
reinforced the con-
sensus that the overall
telecommunications

market in Thailand

is expected to expe-

rience continuous

growth, while opera-

tors will maintain their

efforts to attract new subscribers as well as
keep their existing customer base.

“The overall telecom market in the coun-
try will grow between 3-5%."

Mr Kittinut said True Move, a mobile
business arm of True Corp, is the second-
largest operator in terms of market share.

True believes prepaid customers will turn
to postpaid mobile services in 2018 because
of their growing appetite formobile internet.

As smartphones become more afford-
able, more content marketing will be
launched by operators, offering more
incentives and privileges.

In addition, consumers will be offered
more convergence marketing activities
on digital platforms as well as integrated
mobile content, mobile commerce and
mobile payment, which will create prod-
uct differentiation and better respond to
customer demand in the digital age.

NEW CHAPTER FOR 10T

IoT implementation will be more concrete
in 2018 in both business and consumerseg-
ments, along with the use of big data analyt-
ics in business operations.

A significant step in IoT development
in the country took place after the telecom
regulator approved the final draft of utilisa-
tion on the 920-925 megahertzband for loT
services in November last year.

The move was aimed at initiating a spec-
trum standard for machine-to-machine
connectivity that responds to the applica-
tion of new technologies, the increasing
utilisation of IoT devices and improving
the efficacy in every sector of the country.

IMC Institute predicts [oT services will
be as crucial to the daily lives of Thais as
they are intrinsic to the government's smart
city projects.

Takorn Tantasith, secretary-general of
National Broadcasting and Telecommu-
nications Commission (NBTC), said the
telecom sector will continue to grow in
2018 in line with the increasing demands
of data consumption.

New SIM subscriptions amount to 4.1
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million numbers per month for the over-
all market.

“Telecom operators will have to manage
their network capacities to serve increasing
use of data services in the long run,” Mr
Takorn said.

The NBTC believes 2018 see the ini-
tial steps of IoT development for the
mass market.

According to a Frost & Sullivan study,
the loT ecosystem will generate some 34
billion baht within the economy.

YEAR OF COOPERATION

Mr Somchai said cost reduction man-
agement is a critical mission for mobile
operators as ROI for telecoms has been
declining, mainly because of the expense
from 4G licences as well as technologi-
cal development.

“Apart from seeking and contributing to
new revenue streams, telecom operators
will try to reduce operation costs in a drive
to ensure healthy profit margins,” he said.

Previously, Mr Somchai said AIS will
spend only 24 billion baht for its network
expansion budget in 2018, only 60% of the
40-billion-baht annual budget over the past
three years.

AlS’s network capacity covers 98% of the
population in Thailand, both on 3G and 4G
wireless broadband networks.

The 2018 budget will mainly boost
capacity density in areas where data ser-

Smartphone users will be offered more integrated marketing activities in the new year, says True Corp. THANARAK KHUNTON

vice is needed.

MTr Pisut said the telecom sector has
suffered from declining ROI since the
2015 auction of 4G licences. The decline is
reflected in foreign investment for telecom
shares on the Stock Exchange of Thailand
(SET).

He said the winning bids of 4G licence
auctions in 2015 were too high, especially
for the 900MHz spectrum.

“Prior to 2015, foreign investors held 30%
of AIS, butthe portion declined to only 17%

after the auction and
recently increased
slightly to 20%,” said
Mr Pisut.

AIS won the
900MHz licence for
75.65 billion baht
while True Move
won another licence
for 76.29 billion.

The companies
have paid for two
terms — 8.04 billion
baht each in 2016

and 4.02 billion baht each in 2017.

In 2018, AIS and True Move each must
pay the third licence payment at 4.02 bil-
lion baht.

In 2019, AIS and True Move will have
to pay 59.5 billion and 60.2 billion baht,
respectively. But they requested a delay
until 2023, with interest payments, and
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the NBTC approved that request in
late December.

Mr Pisut said foreign investors are also
concerned about uncertainty surrounding
the next auction in 2018.

“The SET soared beyond 1,700 points
for months and most major stocks saw new
price highs, while telecom stocks have only
seen small increases,” he said.

The NBTC plans to auction one licence
for 10MHz (upload and download) on the
850MHz spectrum, and three licences
on the 1800MHz spectrum (each con-
taining 30MHz of bandwidth for upload
and download).

The reserve price for the 850MHz licence
is 37.9 billion while each 1800MHz licence
is set at 37.4 billion baht.

The 1800 and 850MHz spectrum ranges
are operated by Total Access Communi-
cation (DTAC) under a concession from
state-owned enterprise CAT Telecom that
will expire on Sept 30, 2019.

Operators and investors consider the
reserve prices of the next auction to be too
high as they are based on the 2015 auction’s
winning prices.

The existing NBTC has no authority
to hold the auction because its six-year
working term expired in October 2017. The
acting NBTC prepared the design draft for
the next auction.

Itis difficult to predict when the govern-
ment will finish recruitment for the new
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Smartphones will be more
affordable this year.

PISUT NGAMVIJITVONG
Analyst, CIMB Thai

NBTC, making it uncertain whether the
auction will be held before DTAC’s con-
cession expires in September.

CIMBT believes the 2015 spectrum auc-
tions for 1800MHz and 900MHz depressed
industry sentiment.

Telecom operators need to double their
spectrum holdings in preparation for 5G
technology, said CIMBT.

Competition between the telecom firms
is expected to be much more cooperative as
the company heads prefer to discuss moving
the market forward to optimise their benefits.

CIMBT expects a positive trend for the
mobile industry from 2017-2019. Price cuts
are no longer effective and there will be
more collaboration in pricing.
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Reform panel
agrees to ease
digital TV debt

Will back govt move
to defer licence bills

MONGKOL BANGPRAPA

The national media reform committee
is backing a recent government move
to help digital TV operators handle
their multi-billion-baht debts in its
reform proposals.

To relieve their financial problems
and better help digital TV businesses, the
committee has agreed to draft proposals
“that are in line with the framework set
out by the government and the NBTC
[National Broadcasting and Telecom-
munications Commission|,” committee
chairman and permanentsecretary to the
Prime Minister’s Office Jirachai Moon-
thongroi said.

Last month, the NBTC approved sus-
pending terrestrial digital TV operators’
licence payments for three years after
the operators struggled to meet the high
payments after being awarded the TV
licences in 2014.

Atotal of 17 winning bidders, granted
rights to run 24 TV channels, must pay
50.86 billion baht, but so far they have
managed to pay 34 billion baht to the
NBTC, or 64% of the amount.

The regulator endorsed the debt mora-
torium plan, following repeated requests
by the Association of Digital TV Operators
who said they cannot survive in the fast-
changing media industry without help
from the government.

According to Mr Jirachai, competition
in the bidding led to high licence fees,
butinstead of earning ad revenues based
on the number of digital TV viewers, the
operators have lost audiences to over-
the-top (OTT) service providers such as
Facebook and YouTube which broadcast
TV programmes online.

Under the NBTC plan to help digital
TV operators, they can suspend the next
two installments during 2018 and 2020
and resume payments in 2021 and 2022.

However, to put this plan into action,
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Prime Minister Prayut Chan-o-chaneeds
to invoke Section 44 of the interim charter
to allow the suspension.

The regulator can only fulfil some of
the demands made by the Association of
Digital TV Operators, NBTC secretary-
general Takorn Tantasith said earlier,
adding the commission cannot waive the
remaining licence payments as requested
because it violates laws.

However, to answer what can or cannot
be done with licence payments, it is
important to first clarify whether there
was a mistake in the bidding; otherwise,
there will be no reason to lower the high
fees, said Thai Journalists Association
chairman Pramed Lekpetch, who sits on
a sub-panel under the national media
reform committee.

“Bidding prices were allowed to sky-
rocket without a ceiling,” even though
the figures are not relevant to actual ad
revenue, he said. The result is undoubt-
edly the end of digital TV, Mr Pramed said.

Mr Takorn earlier admitted ad budg-
ets were limited to about 100 million
baht while there are too many digital
TV channels. Things are set to get worse
when the money is shared by online
media platforms.

The appropriate number of digital TV
channels should be reduced to between
15 and 16 in Thailand, he said. This will
allow each TV operator to earn revenue of
between 6 and 7 billion baht on average.

In a related development, Mr Jirachai
denied a rumour his committee will sug-
gestthe government reform Thai PBS, the
country’s sole public TV station, under its
plan to improve media content.

There is only an idea to reform the
state-owned TV channel, National
Broadcasting Services of Thailand (NBT),
suggested by the now-defunct National
Reform Steering Assembly, he insisted.

Ideally, “every media agency should
review itself” to better educate people
and promote morality, Mr Jirachai said.

Gen Prayut accused Thai PBS in 2016
of one-sided news reporting by present-
ing mostly people’s problems and saying
little about what the government was
doing to help them.
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