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May auctions for spectrum uncertain

Timeline may not be
met amid objections

KOMSAN TORTERMVASANA

The planned auction of 1800 and 850-meg-
ahertz spectrum licences in May 2018 is
hanging in the balance as critical factors
could potentially obstruct the regulator’s
plan to award licences to winners by June
next year.

A failure to have an auction within the
timeline means the National Broadcast-
ing and Telecommunications Commis-
sion (NBTC) may have to create addi-
tional measures for mobile users on the
two spectrum ranges after the concession
ends in September 2018 to avoid ser-
vice disruption.

Major operators are also considering
opposing the planned auction of the two
spectrum ranges, with a top executive
of a major mobile operator feeling the
reserve price is too high and permitting
JAS Mobile Broadband to join the auction

would be unfair after JAS defaulted on its
first licence payment for the 900MHz band
in 2015.

“Under the existing auction draft of the
1800 and 850MHz licences, the auction will
not be able to draw high and competitive
bids. The planned timeline will also be very
difficult to meet,” said the executive.

Last week, the NBTC board approved
the auction draft for the 1800 and 850MHz
licences. NBTC office plans to hold a public
hearing for the auction draftin December
this year and the auctions will be held by
May next year.

Theauction licences should be awarded
by June 2018, two months ahead of the
expiry of the concessions.

The 1800 and 850MHz spectrum ranges
are operated by Total Access Communica-
tion (DTAC) under the concessions from
state-owned enterprise CAT Telecom, and
are due to expire on Sept 30 next year.

If the concession expires but the spec-
trumranges under the concession have yet
to be reallocated to a new holder, the regu-
lator may have to issue remedial measures
to prevent service disruption.

Under remedial measures, the operator

News ID: C-171113001033 (13 Nov 17/05:30)
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who holds the concession must continue
the service to users but has to transfer all
benefits (after expenses) to the state.

However, NBTC has not yet applied
remedial measures and disputes over the
calculation of benefits to deliver to the state
are rarely resolved.

The top executive said apart from the
uncertainty of NBTC'’s authority to hold
the auction, major operators disagree
with the auction draft as they consider
the reserve price, based on the winning
price of the 2015 4G licence auction, to
be too high.
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MARKET WATCH |

Thanawat Patchimkul
Head of Research
DBS Vickers Securities (Thailand)

The DBS Group Research has
recently raised its 2018 average Brent
crude oil price forecast by US$5/bar-
rel to US$60-65/barrel. Year-to-date
Brent prices have averaged around
US$53/barrel (Bt1,757), which is sig-
nificantly higher than the 2016 level of
US$45/barrel. This presents an
opportunityto pickupsome oiland gas
stocks to ride on the sector’s recovery
story.

There are several factors under-
pinning the upward revision in the
Brent price forecast. First, we believe
global demand growth will be robust.
Thisisnotmuch ofasurprise giventhe
improving economic growth outlook
formost countries. Second, the pace of
oil inventory drawdown in 2017 is
fasterthanin 2016. Besides, the inven-
tory level is also currently lower com-
pared to ayear earlier. Hence, the sea-
sonal inventory build-up in the first

quarter should support oil prices.

Finally, we believe Opec countries
arelikelytoextend the production cuts
beyond the current timeline of March
2018.

Meanwhile, as we expect produc-
tivity gainsin the US shale industry to
inch closerto thelimit, production cost
is likely to rise. As a result, US shale
production growth is likely to be tem-
pered going forward.

Ourtop picksare CNOOCLtd (883
HK), Sembcorp Marine (SMM SP),
Medco Energi Internasional (MEDC
1J),and BumiArmadaBhd (BABMK).
FortheThaimarket, PTT Groupisour
preferred oil and gas play.

TISCOSECURITIES

Following a series of disappointing
earnings earlier in the 3Q results sea-

son, the market is now starting to see
some earnings beats. As of November
10, we saw beats from GLOW (+10.7
per cent), GPSC (+13.5 per cent), and
food (TU +14.25 per cent). Some
results were in line such as GLOBAL
(-1) and HMPRO (+4 per cent) while
notable missesincluded BANPU (-26
per cent) and IVL (-19 percent).
However, westillthinkit’s unlikely that
there will be much in terms of year on
yearearnings growth forthe SETindex
in 3Q given the scale of misses in the
banking and energy sectors.
Meanwhile the Thai telco sector -
which at one point fell between 10-
25per centsinceits October peak - has
beguntorecover from theinitial shock
of the NBTC’s spectrum auction
announcementlastweek. We maintain
ourview that weshould notsee arepeat
ofthespectrumlicence overbiddingin

2015, and the selling was overdone.
However, we acknowledge that this
overhang could take several months
before it is resolved.

Lacklustre 3Q17 earnings, a fading
of foreign fund inflows and concerns
about an expected US rate rise next
month are likely to keep the SETindex
stuck in a narrow trading range this
month. Nonetheless we expect con-
tinuing upbeat domestic macro data
and year-end LTF buying to cushion
market downside risks. Key drivers
that should also support Thai equity
prices include higher commodity
prices, the rise in the Consumer
Confidence Indextoasix-monthhigh,
theNovember11to December 3 shop-
ping tax break and strong tourist
arrivals from Asia, particularly China.

Although aggregate bank earnings
missed our forecast by 8 per cent, we

view the sector as in the early stages of
recovery and expect core profit and
asset quality to continue to improve as
the NPL cycle shifts from retail/SME
toward corporates. Note that we have
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just upgraded our rating on SCB to
“Buy”based on our view of a declining
credit default risk by PACE.

RESEARCH DEPARTMENT
TRINITY SECURITIES

Iflast week'stalks aboutlikely post-
ponementofUS corporate income tax
reductionto 2019 becometrue, the US
stockmarketswill significantlydrop as
investors have priced in the US tax
reduction, which was expectedto start
nextyear. Onthecontrary, ifthe US tax
reduction postponement takes place,
there will be positive sentiment for
emerging stock markets and capital

could flow into this region again.

In the short term, the US dollar is
depreciating, which could give positive
impacts on emerging-country curren-
ciesand thebaht. However, it will limit
the upsideofexport-oriented stocksin
the short term again.

Thisweek’smajorissuesincludethe
review of stocklist for MSCI and shop-
ping tax incentives. The shopping tax
incentives are expected to boost pur-
chasing power particularly among
middle-income earners at some level,
while some retail stocks were factored
inthisissueand theremaynotbe much
further movement.

Investment strategy: The SET
Index is expected to swing in a range
0f1,650-1,750 points for the rest of this
year. Its upside will belimited upon its
valuation and downside will be sus-
tained by LTF/RMF purchases. We
continue “Selective” strategy. In the
short term, we pick hire-purchase
banks, auto parts makers, retail oper-
ators. Long-term stock picks are elec-
tronics and industrial estate.
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