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CAT labour
union seen as
4G wild card

NBTC vows to stick
to auction schedule

KOMSAN TORTERMVASANA

The telecom regulator is concerned the
planned fourth-generation (4G) auctions
may be delayed if CAT Telecom’s labour
union disagrees with the agency’s pro-
posal of returning an unused five mega-
hertz on the 1800-MHz spectrum to the
regulator to add spectrum bandwidth
for auction.

CAT Telecom must make its labour
union understand that bandwidth has
to be returned without any conditions
attached or compensation from the
government, said Takorn Tantasith,
secretary-general of the National Broad-
casting and Telecommunications Com-
mission (NBTC).

He said the NBTC did not have
the authority to pay any compensa-
tion to state agencies returning a por-
tion of a spectrum before the expiry of
a concession.

The original plan for the 4G auction
on the 1800-MHz spectrum was to auc-
tion two licences of 25 MHz of bandwidth
in November, each licence of 12.5 MHz.

The 25 MHz of bandwidth is from
True Move and Digital Phone Co, whose
concessions with CAT Telecom expired
in 2013.

The NBTC has ordered both mobile
operators to continue service and to look
after their 2G users until next January.

CAT and Total Access Communica-
tion Plc (DTAC) have jointly agreed to
return to the NBTC a portion of 5 MHz of

News ID: C-150706001073 (6 Jul 15/05:26)

¥ IQNewsClip’

www.ignewsclip.com

bandwidth from the unused 25 MHz on
the 1800-MHz spectrum. DTAC's conces-
sion will end in 2018.

Mr Takorn said the return of 5 MHz
from CAT and DTAC would benefit the
telecommunications industry, as itwould
increase the bandwidth of each licence
from 12.5 MHz to 15 MHz. This could
eliminate an immense waste of spectrum
from a block size of 2.5 MHz per licence.

However, the NBTC is determined to
stick to the 4G auction’s November sched-
ule, so any possibility of an interruption
will be rejected.

“The NBTC is set to auction 30 MHz
of bandwidth by including the 5 MHz of
CAT’s proposal,” Mr Takorn said. “If the
labour union files a legal challenge with
the administrative court asking for some
compensation for the state enterprise, it
could cause the auction to be suspended.”

The secretary-general said the NBTC
would keep to the original plan by auc-
tioning only 25 MHz of bandwidth on the
1800-MHz spectrum if it looked like the
auction could be suspended.

The heads of DTAC and CAT met last
Friday with the NBTC secretary-general
to discuss the issue.

DTAC insisted it supported CAT
returning the unused 5MHz of bandwidth
under its concession to the NBTC without
any conditions attached.

Col Sanpachai Huvananda, CAT's
president, said he would try to convince
the labour union to support the proposal,
which would benefit the overall industry
and not just the company.

Mr Takorn said the NBTC was set
to hold a public hearing on July 18 for
the auction design for the 1800-MHz
licence but wanted to clarify CAT’s pro-
posal beforehand.
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hailand’s telecommunications

industry is facing another chal-

lenging vear as it deals with the

internal and external impact of

a sluggish economy as well as
uncertainty about the timing and con-
tent of fourth generation (4G) spec-
trum auctions.

The good news is that given its influ-
ence on the business environment, it
will be even more important for the
information and communication tech-
nology (ICT) industry to take advantage
of the opportunities arising from tran-
sitioning to 4G technology in order to
stay competitive in disruptive times.

“Thailand’s telecommunications
industry will be transformed signifi-
cantly from 2015 onward, as a result
of the unprecedented race by telecom
companies to win market share,”
says the research firm IDC Thailand.

Theheads ofthe three largest mobile
operators — Advanced Info Service
(AIS), Total Access Communication
(DTAC) and True Move — say the
greater availability of fixed and wire-
less broadband internet and the surge

garing up for

the4G bonanza

New-generation technology will get
people communicating even faster and help
the government create a digital economy.
By Srisamorn Phoosuphanusorn

in internet use will support the transi-
tion to the digital economy.

Mobile data transmission rates in
Thailand have surged since 3G ser-
viceswere introduced in 2013. In Asean,
only Myanmar has lagged Thailand in
adopting 3G services.

The country’s mobile data usage has
grown exponentially since the launch
of commercial wireless broadband
services, thanks to the proliferation of
smartphones and the phenomenal
increase in 3G users.

Internet use in Thailand rose at
the highest rate in the world last year,
climbing 34 places in the latest global
study by the International Telecommu-
nication Union (ITU).

Although Thailand adopted 3G
moaobile services later than most coun-
tries, the migration rate from 2G to
3G was the fastest in the world, with
more than 2.85 million 2G subscribers
switching to 3G in less than five months
after commercial services began.

Asof Sept 30, 2014, 73.5 million sub-
scribers in Thailand were connected
through 3G mobile technology on the
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2100-megahertz spectrum out of a
total 103 million mobile accounts in a
population of 67 million, says the Digi-
tal Advertising Association (Thailand).

Atotal of 180 million voice calls and
250 million internet connections are
made over mobile networks in Thai-
land every day. In addition, there are
33 million Line users in Thailand, the
second-largest user base after Japan.

Thailand has the third-largest Face-
book user base in the world at 28 mil-
lion. Bangkok has more Faceboolk users
than any other city worldwide. The
country also has the second-highest
number of YouTube viewers in Asia,
with 53% of users watching at least one
video a day.

The sharp rise in internet use in
Thailand was partly supported by the
allocation ofthe international standard
2.1-GHz band for 3G mobile service and
the increase in mobile internet use.

Statistics show these technolo-
gies offer a wide range of benefits
including making life easier, improv-
ing productivity within industries
across countries and enhancing the
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development of national telecom net-
work infrastructure.

Thailand’s internet-ready popula-
tion is seeingthe highest rates of use for
social media, mobile games, music and
video files, e-mail and online shopping
compared with neighbouring states,
says Sigve Brekke, the head of Telenor
Asla, the major shareholder of DTAC.

“Data transactions in Thailand
are building up at a very fast pace and
we need access to more [spectrum]
resources to accommodate the explo-
sive growth in mobile datatraffic,” said
Mr Brelke, who will take over as group
chief executive of Norway-based Tel-
enor in August.

The three major mobile operators
have announced that they are ready to
invest in 4G. The government decided
the auctions would go ahead late this
vear, after suspending them for one

vear, after acknowledging the positive
economicimpact 4G could have. Offer-
ing data speeds that are 10-50 times
faster than 3G, it is essential to the
country’s social and economic devel-
opment, policymakers now say.

The National Broadcasting and
Telecommunications Commission
(NBTC) plans to auction the 1800-MHz
spectrum on Nov 11 and the 900-MHz
spectrum on Dec 15.

The regulator has divided the
25-MHz bandwidth of the 1800-MHz
spectrum into two slots of 12.5 MHz
each and set a minimum bid of 11.6
billion baht for each. The auction for
20 MHz of bandwidth on the 900-MHz
spectrum will also be divided into two
slats, of 10 MHz each, with minimum
bids of 11.26 billion baht for each.

All four slots of 45 MHz of bandwidth
will be sold for a minimum combined
value of 42.9 billion baht.

The reserve prices for 4G spectra
are 70% of the average valuation of the
spectrum band, suggested by its con-
sultant, the ITU.

In addition to the usual voice and
other services of 3G, 4G provides
mobile broadband internet access to
laptops with wireless modems, smart-
phones and other mobile devices.

Potential and current applica-
tions include amended mobile web
access, Internet Protocol (IP) teleph-
ony, gaming services, high-definition
mobile TV, videoconferencing, 3D tel-
evision and cloud computing.

However, mobile operators have also
been calling for Prime Minister Prayut
Chan-o-cha to allocate more spectra
for 4G auctions apart from the existing
1800-MHz and 900-MHz frequencies,
saying the amount of bandwidth on

Data transactions in Thailand are building up
at a very fast pace and we need access to
more [spectrum] resources to accommodate
the explosive growth in mobile data traffic

SIGVE BREKKE
Telenor Asia

offer is insufficient and impractical as

it is too small to deliver high-quality

mobile broadband connections.
Some industry veterans have urged

e Continued on page 48

the prime minister to make an order
under Section 44 of the interim consti-
tution to recall the 25 MHz of unused
bandwidth on the 1800-MHz spectrum
from DTAC for the auctions.

Industry observers believe the 4G
auction will be more competitive than
the 3G auctions in 2012, when the three
local mobile operators were the only
bidders and they paid only 2% above
the reserve prices.

They point out that this time the
amount of bandwidth on offer for 4G
is limited while the number of licences

up for grabs is fewer than the number
of operators likely to bid.

In order to attract newcomers into
the market to improve competition fur-
ther, the NBTC is also planning to cap
the maximum spectrum each operator
may have at 60 MHz including for the
4G frequencies.

In addition to generating at least 50
billion baht in bids, the 4G auctions are
expected to create direct investment
opportunities of 320 million baht in
telecoms-related industries, with new
jobs and a lift in GDP next year.

In addition, 4G smartphones are
expected to dominate the handset
market next year as operators move
to cash in on the lucrative data ser-
vices market.

Some global handset makers,
including Samsung and Huawei,
believe 4G smartphones will become
mainstream in Thailand next year. By
2017, all new smartphone models in
Thailand will be 4G-ready as there will
be no price gaps between 3G and 4G
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phones, with domestic sales of smart-
phones reaching 18-20 million units.

Mobile operators believe that
domestic maobile data consumption
is on track to roughly double every
year for the next five years. Thailand'’s
smartphone penetration rate is pro-
jected to nearly double to 61% in 2017.

Operators say 4G technology will
help Thailand catch up with digitally
advanced countries and is in line with
the government’s push to create a dig-
ital economy. And if done right, the
digital economy can contribute to the
growth of GDP and change the way our
society communicates.
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Split spectrum auction into three if 30MHz is available, says True Corp boss

USANEE MONGKOLPORN
THE NATION

THE National Broadcasting and
Telecommunications Commission
(NBTC) should split the 1800-
megahertz spectrum into three
10MHzbandsifit decides toauction
licences for a total 30MHz band-
width, the chief executive officer of
True Corp said last week.

Suphachai Chearavanont said
putting three licences up for grabs
would help maintain competition
among major telecom operators
after the 1800MHz auction.

The licensing body should not
jeopardise the chances of the bid-
ders, said Suphachai, who is also

head of the Telecommunications
Association of Thailand.

The NBTC is likely to auction
30MHz of the 1,800MHz spectrum
in November, instead of the 25MHz
originally planned, after CAT
Telecom offered to return 5MHz on
that spectrum held by Total Access
Communication (DTAC) to the
NBTC for the auction.

However, the auction of 30MHz
depends on whether CAT can com-
pletely transfer the bandwidth to the
NBTC before the NBTC finalises the
auction plan, which will be soon.

Ifit can’t, the watchdog will have
to go ahead with the original auction
plan, which called for the NBTC to
put 25MHz of the 1,800MHz spec-

trum up for tender in November, of
which 12.5MHz was reclaimed from
TrueMove and the other half from
Digital Phone Co.

DTAC has urged the NBTC to
divide the 30MHz bandwidth into
three licences, each with 10MHz.

But Takorn Tantasith, secretary-
general of the NBTC, said that if the
watchdog does as requested, it would
risk drawing public criticism for fail-
ing to promote meaningful bidding
competition.

The Telecom Committee will
today consider the draft of the
1800MHz auction regulations,
including one to cap the spectrum
each of the telecom operators can
own at 60MHz.

Suphachai said a telecom opera-
tor should have at least 20MHz to
ensure smooth 4G wireless broad-
band service.

He wants to see the 1I800MHz
licence auction held as soon as pos-
sible, as the 4G serviceis a keybuild-
ingblock for the government’s estab-
lishment of the digital economy.

The association’s executive com-
mittee appointed Suphachai as pres-
ident last month, replacing Vichai
Bencharongkul, the executive chair-
man of broadband service provider
United Information Highway.

The 30-member executive com-
mittee chooses its president from its
membership. This selection saw
three members contending for the

post — Suphachai, former senator
Anan Worathitipong and Kajornsak
Singhaseni, a senior executive vice
president of CAT. Kajornsak later
withdrew from the race.

The vote was 16 for Suphachai
and 13 for Anan, with one member
absent. Suphachai’s term runs to
2017.

Suphachai said he could play a
role in contributing to the country’s
execution of the digital economy
strategy and the national ICT infra-
structure plan.

The country needs to further
develop ICT infrastructure, human
resources and strategies for cloud
computing, Internet data centres
and international gateways, he said.

o
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A clearer signal . ...

ing industry is in store as digital

TV operators and media agen-
cies have agreed to an official TV
ratings company to improve viewer
measurement and accuracy.

The National Broadcasting and
Telecommunications Commission
(NBTC) has no power to regulate TV
ratings, so broadcasters and media
agencies have agreed to adopt a self-
regulating system.

They expect the new ratings
agency will improve the accuracy
of the assessment. The TV indus-
try has been dominated by ratings
company, Nielsen Company Thai-
land, for two decades and advertisers
and broadcasters have sometimes
questioned the accuracy of its data
and methodology.

Last year, the industry set up the
Media Research Bureau (MRB) as a
non-profit organisation to supervise
ratings for the 24 digital TV channels.

Wannee Rattanapon, president
of the Media Agency Assoclation of
Thailand (MAAT), said Thailand’s
TV ratings needed to be improved,
reflecting the fact that it has the
smallest sample size for measuring
ratings compared with other coun-
tries in the Asia-Pacific region.

The new ratings company will
endorse the ratings data submitted
to the MRB and all TV operators will

A major change in the broadcast-

have equal access to the information.
The current system favours media
owners and big clients who subscribe
to the incumbent’s ratings data.

The MRB has already started the
bidding process to find an official
TV ratings company. Earlyin March,
three companies — the German
research firm GfK, Tokyo-based
Video Research and Britain's Kantar
Media — submitted their proposals
tothe agency.

To everyone’s surprise, Nielsen
did not participate.

Sinthu Peatrarut, managing direc-
tor for media client leadership at
Nielsen Thailand, said it failed to get
permission from the US headquar-
ters to submit its application to the
MRB within the given period.

Although the company did not
join the selection process, Nielsen
remains a strong presence in Thai-
land with a variety of services,
including TV ratings and measure-
ment that are set to continue.

“Our absence from the selec-
tion process for the new TV ratings
agency will not block us from further
investment here,” said Mr Sinthu.

Nielsen announced in June it
was improving the reliability of its
ratings by increasing its sample size
to 2,200 households from 1,800, It
would also offer a clearer breakdown
of viewing platforms. The company

NEW CHAMPIONS

TV ratings nationwide (May 1-31, 2015)

Ranking Channel  Average rating

1 N 3.389
2 (%)) 2.661
3 &) 0.835
1 | 0.414
5  RoF 0.332
6 3 0.311
7 Q| 0.256
8 lnusz|wv 0.174
9 0.169
10 ey 0.159
u g3 | 0.139
12  truedU 0.109
13 e dd 0.082

Ranking  Channel Average rating
13 3/ 0.082
15 ™ 0.073
16 TNNYE 0.065
16 o 0.065
18 b 4 0.061
19  newjt 0.058
20 W25 0.056
21 = o 0.054
22 mc@r 0.041
2 (] 0.035
24 NOWHY 0.023
25 e voree 0.022
26 0.014

Source: Nielsen Thailand
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has already installed home panels
in 2,200 households, of which 1,020
have satellite dishes, 500 use digital
set-top boxes, 400 subscribe to True-
Visions, 180 use local cable and 100
have analogue antennas.

Ms Wannee said the terms of
reference for the new ratings com-
pany would focus mainly on multi-
platform audience measurement
to keep up with market trends and
changes in consumer behaviour, A
growing number of viewers, espe-
clally vounger people, spend more
time watching TV programmes on
PCs, tablets and smartphones than
on TV sets.

The three research companies
competing to handle the new ratings
approach have to propose an appro-
priate home panel system based on
accepted statistical principles. They
will be evaluated based on research
approach (40%), pricing (30%), expe-
rience (20%) and software (10%).

The winning company will be
awarded a five-year contract with a
renewal option foranother five years.
It will be audited by a French inde-
pendent auditor, CESP.

The first new digital TV ratings
figures are expected to be released
in July 2016. Until then, figures from
Nielsen will continue to be used.
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Digital TV started out with a bang, but
one year on, operators are whimpering.

Stay tuned for more

The arrival of digital TV was heavily hyped, but one year on the very survival
of some channels is in doubt. By Saengwit Kewaleewongsatorn

hailand marked one year of
digital TV in April, but there
was little to celebrate for
some broadcasters.

It has become clear that not
all 24 digital channels are going to
flourish. The first casualty was Thai TV
Co, owned by media veteran Pantipa
Sakulchai. It decided to exit the busi-
ness after failing to pay the regulator
the second instalment of its auction
fee on May 25 this year.

The other operators all made their
second payments totalling 8.4 billion
baht but they have complained that
they remain in the red. They blame
delays in the distribution of subsidy
coupons to households to buy set-top
boxes, the slow expansion of the digital
TV network and confusing regulations
and rules.

Channel numbering remains
another big issue that the National
Broadcastingand Telecommunications
Commission (NBTC) seems unable to
tackle. The goal is simple enough —
making sure thatthe same numbersare
used on all platforms, be it terrestrial,
digital, satellite or cable TV.

Supab Kleekajrai, president of the
Digital TV Operators Club, said these

factors were causing huge suffering
among digital broadcasters.

Most SET-listed media companies
engaged in digital TV posted sharp
drops in net profit or even losses in
the first quarter due to mounting fixed
costs from their digital TV operations.

GMM Grammy Ple, the country’s
largest entertainment company, sold
its investments in non-core business
such as Exact Scenario Co for 784 mil-
lion baht and Se-Education Plc for
300 million in order to offset some of
its costs.

The other companies — RS Plc,
Nation Multimedia Group Plc, Mono
Technology Plc and Workpoint Enter-
tainment Plc — have opted to raise
funds by issuing new shares, warrants
or bills of exchange.

ButThai TV, the operator of two digi-
tal channels — Loca children’s chan-
nel and Thai TV 1177 news — decided
to return its two licences and exit the
business after losing 300 million baht
inits first year.

Ms Pantipa sald the business was
hurt because the regulator allegedly
had failed to live up to its pledges to
facilitate a smooth transition to digi-
tal TV.
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The NBTC was slow to deliver digi-
tal TV network expansion, and sub-
sidy coupon distribution was months
behind schedule, resulting in all 24
channels including Thai TV having a
small number of viewers, she said ina
letter written to the regulator explain-
ing her decision.

The NBTC originally intended to
distribute 22 million subsidy cou-
pons but has now lowered its target to
14 million.

For Thai TV, meanwhile, returning
its two 15-year licences will not be that
easy. It must still pay the remaining five
instalments plus value-added tax total-
ling 1.75 billion baht. Otherwise, the
regulator will seize its guarantee letter
for 1.6 billion baht issued by Bang-
kok Bank.

The NBTC has also warned Bangkok
Banlkthatitwill no longer be allowed to
serve asaguarantor ifit does not make
good on what Thai TV still owes.

NBTC member Tawatchal Jittrapa-
nun said Thai TV had two options to
avoid seizure of the bank guarantee. It
could rent 40% of its airtime to others,
or seel business partners to hold its
shares up to a maximum of 49%.

Thai TV said it would not pay any
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more licence fees, and the regulator is
threatening to ban its directors from
running any broadcasting business
for three years ifit returns the licences.

With both sides standing firm,
the dispute now appears headed for
the courts.

WIDESPREAD DISAPPOINTMENT
“It's very disappointing that digital TV
has not met society’s expectations,”
said Surin Krittayaphongphun, execu-
tive vice-president of BEC World Plc,
the operator of Channel 3.

He said the structure designed by
the NBTC did not suit the business
environment, and there were simply
too many TV channels.

Currently, there are 24 digital chan-
nels plus three analogue operators that
simulcast their programming on the
digital platform.

The same operators who eagerly
forked out hundreds of millions of
baht each for licences last year, believ-
ing they had received alicence to print
money, are now complaining that the
cost was too high.

Content production, studios and

o Continued on page 52

equipment are proving more expen-
sive than some had thought.

They also say signal transmission
remains a major problem for digital
TV. Operators must resolve this prob-
lem themselves by paying extra fees to
have satellite TV providers in remote
locations carry their signals to viewers
in these areas.

Birathon Kasemsri Na Ayudhya,
head of commercial and business
development at TrueVisions, said
there were simply too many channels
chasingtoo fewviewers, and operators
would need a long time to break even.

When digital broadcasting began
last year, he said, the number of chan-
nels quadrupled practically overnight,
vet marketing and advertising budgets
from product makers and brands were
rising by only 5-10% per year.

Col Natee Sukolrat, chairman of
the NBTC’s broadcasting commit-
tee, took a more upbeat view. He said
digital TV had passed its toughest test,
and the proportion of digital viewers
had reached a respectable 27% of all

TV viewers in just one year. Viewers
have more choices now and 24 chan-
nels is just about the right number in
his opinion.

Incumbents such as Channel 3
and 7 will gradually lose their domi-
nance, given free-market competition,
he said.

RATINGS ROULETTE

TV ratings so far have been stable,
dominated by Channels 3and 7, which
accounted for 70% oftotal ad spending
on TV, said Kanokkarn Prajongsaeng-
sti, managing director for investment
and knowledge at IPG Mediabrands.

Digital TV ratings face wide fluc-
tuations, so ad agencies have to fre-
quently adjust their budgets for digital
channels, she noted.

Analogue channels have felt some
effects from the rise of digital TV, with
their viewership dropping to 38% now
from 52% last year, while the number
of digital TV viewers has doubled to
16% from 8%. About 44% of viewers
watch content on both analogue and

digital channels.

Ms Kanokkarn said the digital TV
channel operators needed to put more
focus on contentto gain more viewers.

Interestingly, the two leaders are
also pushing more marketing cam-
paigns, the likes of which people have
not seen for about 10 years.

Channel 3 has held soap-opera
opening events and advertised in
other media outlets, as has Channel
7, which has modernised its brand to
reflect the digital TV era and staged
roadshows nationwide.

Chalakorn Panyashom, executive
vice-president for TV operations at
Worlkpoint, said that even though
newcomers were gradually gaining a
slice of the viewership pie, the future
trend will not change significantly.

Thosein the toptier of the new digi-
tal universe — Workpoint, RS’s Chan-
nel 8, Mono Channel and Grammy's
One HD — remain far below the
two leaders.

“The most difficult thing is to bal-
ance investment cost and return,”

said Mr Chalakorn, adding that the
surviving players must have a solid
background in finance, as they would
suffer losses for up to five years.
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ADVERTISING OUTLOOK

“The economic downturn can be
considered another factor inthe huge
losses for digital TV, said Rattakorn
Surbsuk, trading partner at GroupM,
adding that advertisers had been cau-
tious and tightened their spending in
line with weak consumer purchas-
ing power.

Nielsen Thailand reported 25%
year-on-year growth in total media
spending in the first quarter to nearly
33 billion baht, driven by digital TV
and online media.

However, that figure does not
reflect the real value of the industry
due to the inflation of ad spending
on digital TV as estimated by the
research company.

In fact, it said, the ad industry was
expected to show flat growth for the
first half of 2015.
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Higher debt-provision expense to cast shadow over banking stocks

Siam Commercial Bank (SCB)
“Holdl!
By Asia Plus Securities

We estimate 2Q15 net profit at Bt12.5
billion, shrinking 4.8 per cent quarter on
quarter and 14.9 per cent year on year.

Although extraordinary expenses would
decrease, versus Bt billion net after tax
booked in 1015, there are a number of
negative factors in this quarter. Debt
provision expense is projected to
increase because the bank decided to
raise its credit cost from 80 basis points

in 1015 to 94bp in 2015 and revise up its
2015 credit cost target to 100bp from
the policy credit cost rate of 75-80bp for
non-performing loans (NPL) is growing
above the estimate of 2.1-2.3 per cent to
2.3-2.5 per cent of total loans in 2015,
mostly housing and SME loans. The

bank also increased debt provision
for special mention loans of SSI (the
bank has already made provision for
36 per cent of SSI's total debts of
Bt20 billion).

The core business likely has
stayed flat from the prior quarter,
including net interest income, fee
income, and income from other
operations.

Overall, 1H15 net profit is esti-
mated at Bt25.6 billion, decreasing
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7.8 per cent from the same period
last year and making up only 47 per
cent of our FY2015 forecast.

Since SCB's business target has
changed to the slower and more
conservative, we revise down our
net profit forecast in 2015-16
respectively by 79 per cent and 10.7
per cent to reflect projections for
decreasing net loan growth, fee
income, and income from other
operations. Debt provision and cred-
it cost forecast is also revised up, as
shown in the table. According to a
new forecast, SCB's net profit is pro-
jected to decrease 5.5 per cent YoY
in 2015 but grow 9.7 per cent YoY in
2016 from the low base and the
hope of an improving economy.

Only “Hold” for dividend is rec-
ommended for SCB since the share
price still has a limited upside when
compared with a new 2015 fair
value after the forecast revision of
Bt165 (GGM, based on 1.77x price to
book value and long-termreturn on
equity forecast of 17.5 per cent (pre-
viously 18.8 per cent)), versus Bt180
earlier.

Kasikornbank (KBANK)

[ Buyll
By Asia Plus Securities

We estimate 2015 net profit at
Bt10.6 billion, shrinking 14 per cent
QoQ and 9.1 per cent YoY as a result
of increasing operating expense,
mostly related to installation of a
core banking system regarding
deposits. Since it is the final phase
of K-transformation project, the
cost-to-income ratio is projected to
increase to 47.6 per cent in this
quarter.

Debt provision expense would
also increase, with credit cost pro-
jected at 120bp.

A further increase is anticipated
in every quarter of the year to the
bank’s credit cost target of 150bp by
the end of 2015 in an attempt to
cope with NPLs that might increase
to 2.7-2.8 per cent of total loans
from 2.47 per cent at the end of 1015
(consolidated financial statement).

Moreover, net interest margin
(NIM) is projected to decrease
around 10bp. Despite a benefit from
decreasing funding cost after the
interest rate cut, NIM has been
affected by decreasing average loan
yields as a result of weak loan
growth, lower interest rate, and
debt restructuring to help vulnera-
ble debtors, especially small and
medium enterprises. Fee income
would also decline following

Page: 1/2
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THE GROWING POPULARITY OF 4G IS LEAVING ADVANC
OUT IN THE COLD AS THE ONLY OPERATOR UNABLE TO
OFFER 46. THIS IS SENDING USERS IN DROVES TO TRUE
AND DTAC. ADVANC CANNOT OFFER 4G, AS IT DOES NOT
HAVE SUFFICIENT SPECTRUM TO START IT, MEANING IT IS
THE HUNGRIEST FOR THE AUCTION OF NEW SPECTRUM.

decreasing loan transactions, par-
ticularly from SMEs.

We revise down FY2015-2016
earnings forecast by 16.3 per cent
and 10.3 per cent to reflect increas-
ing debt provision expense and
credit cost. NIM forecast is also
decreased from KBANK's more
relaxed debt repayment policies for
SME debtors.

According to the new forecast,
2015 net profit is projected to shrink
9.2 per cent YoY, compared with a
flat growth projected for the sector.
However, KBANK’s net profit is esti-
mated to grow as much as 171 per
cent YoY in 2016 as a result of the
low base in 2015 and decreasing
debt provision expense.

After the forecast revision, new

2015 fair value (GGM, based on 1.92x
price to book value and long-term
return on equity forecast of 17.5 per
cent ) is Bt232 (Bt270 previously).
We reiterate “Buy" for the share
price still has more than 18 per cent
upside. However, since the earnings
forecast is slashed more than 10 per
cent and 2015 earnings are project-
ed to shrink from last year, which
would affect the share price in the
short term, we recommend staying
away from KBANK for now.

Telecom
By SCB Securities

The prices of 4G handsets are
coming down, particularly with the
sets from China arriving on the mar-
ket. This is making 4G more afford-
able and thus more popular.
However, 4G spectrum availability is
limited and lopsided, with TRUE
leading the pack and ADVANC left
outin the cold.

We expect the auction to level
the playing field, giving more spec-
trum for everyone. We do not expect
a price fight and do expect higher
ARPU from 4G. TRUE remains our
top pick as it heads into the black
and challenges ADVANC'’s long-held
status as top dog in the cellular
market.

Subscribers are flocking to 4G as
the availability of 4G handsets rises
and prices fall.

New players from China are
marching into the Thai mobile mar-
ket this year, including Huawai,
Oppo, Acer, and Asus.

They bring with them not only a
wide range of styles — including
ones able to handle 4G - but also
low prices — some as low as
Bt4,000. This is far cheaper than
Apple’s 4G handset introduced last
year that was priced at Bt21,000.
With the price of 4G handsets com-
ing down, we expect more users to
switch.

The growing popularity of 4G is
leaving ADVANC out in the cold as

the only operator unable to offer 4G.

This is sending users in droves to
TRUE and DTAC. ADVANC cannot
offer 4G, as it does not have suffi-
cient spectrum to start it, meaning
it is the hungriest for the auction of
new spectrum.

According to the timeframe set
out by the National Broadcasting
and Telecom Commission (NBTC),
the auction of 1800MHz will be held
in November and December will
bring the auction of 900MHz. If this
goes as planned, ADVANC will then

be able to start competing with the
other two on a more level playing
field.

The industry as a whole will ben-
efit from the several auctions that

News ID: C-150706003067 (6 Jul 15/06:20)
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will be held soon. The latest news
that CAT and DTAC have agreed to
return 5MHz on 1800MHz, now
under concession, to the NBTC for
auction brightens the picture even
more because it increases the band-
width being put up for auction on
1800MHz to 30MHz.

This amount can be split equally
into three licences rather than two
and is reminiscent of the 2.1GHz
auction in 2013 when the licences
exactly matched operators.

As a consequence, there was
almost no competition in the bid-
ding and the final prices for the
licences were equal to the starting
prices.

This 1800MHz auction should be
no different and will benefit all
three since they will be able to pay
what the licences are worth rather
than bidding each other up.

4Gis also ARPU accretive as
upload/download speed is 100
times faster than 3G. This gives
operators a solid reason to charge
more for 4G services.

We maintain “Buy” on TRUE with
discounted cash flow-based target
price of Bt17. A successful capital
increase and the rise to No 2 in the
post-paid market pushed the share
price up and we expect another
move up as it challenges ADVANC
for the top spot.

Backing its thrust is its first-
mover advantage in 4G, made even
keener by the delay in the 1,B00MHz
auction plus DTAC's struggle to pro-
tect its market share. We expect
TRUE's gain in revenue share will
continue for at least the next three
years.
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Ad Rate: 1,220 Advertising: NBTC: Register your pre-paid SIM card today Before the expiry date on Jul 31,15

Register your SIM for a safer, more secure society

d todav Protect your rights and benefits by registering your pre-paid SIM card today
= ‘  Retrieve any unused funds in your SIM card when cancelling a telephone number
1'\5 # Retrieve funds mistakenly transferred from your mobile
u\ 3‘ [ ] * Prevent illegal use of your phone number by unlawful peaple

Help the government pinpoint criminals more easily
Prevent and reduce hoax calls, crime-related calls, phone-scam
gangs and instigators more effectively.

\

\Check the status of your SIM by yourself

Press *151# Tel @

To make a preliminary check to see if
your SIM has been registered or not

g™

Prepare your National ID Card and mobile phone with the SIM card
Foreign nationals prepare your passport / Foreign laborers
present your alien registration documents

Then register at: Sy

« District offices nationwide
* Local administrative offices providing registration services
= Your mobile network service center

s U temoed 8 —orse

Or at more than 50,000 Service points nationwide displaying the “2 Shots” symbol

If you are unable to register in person, a representative can register on your behalf by bringing (1) a letter from you nominating a representative
(2) Original documents of your National ID Card or passport for foreign nationals or alien registration documents for foreign laborers (3) Original
documents of the National ID Card or passport for foreign nationals or alien registration documents for foreign laborers of your representative
(4) Your mobile telephone and SIM card. Registration via a representative can be done at service centers of your mobile network.

For further information: @ NBTC Call Center Tel. 1200 http://sim.nbtc.go.th

News ID: C-150706001038 (6 Jul 15/04:48) Page: 1/3
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