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TELECOMS

True defends record bid for spectrum

SRISAMORN PHOOSUPHANUSORN

True Move, the country’s third-largest
mobile operator, insists its bidding price
for the 900-megahertz licence is not
“extremely unreasonable’; despite concerns
that prices offered went higher than many
were expecting,.

“The bidding price is within the com-
pany’s expectations of reasonable value,
following our considerable research into
determining the real value of the spectrum,”
said Suphachai Chearavanont, chief execu-
tive of True Corporation, the parent firm of
True Move.

Industry analysts branded the auction
prices as “irrational’, which ended after
nearly 66 hours of fierce bidding involving
199 rounds of price offers.

“The price did not exceed our figures
which were based on many studies and
in working with several consulting firms

before the auction took place,” Mr Supha-
chai argued.

Mr Suphachai conceded he was con-
cerned with how the auction would con-
clude, saying, “I don’t think the bids would
have ended abruptly in the first round on
the last day of the auction, as the four con-
tenders bid vigorously and showed no signs
of letting up.”

“We really had no way of knowing that
we would win this fight as the auction was
seen to be dragging on inconclusively,” Mr
Suphachai said.

True Move and Jasmine International
won the two licences of the 900-MHz spec-
trum providing fourth generation (4G)
wireless broadband service at a record
cost of 76.298 billion baht and 75.564 bil-
lion baht respectively.

Noppadol Dej-Udom, chief financial
officer of True Corporation, said the bid-
ding price was reasonable when compared
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with the massive growth in the use of
mobile data and the huge growth in Thai-
land’s mobile data market, of up to 200%
last year.

The cost of acquiring new spectrum is
worth it to the operators, which factor the
cost into their business plans, he said.

True Move and Jasmine will go before
the media today to explain their strategic
plans on providing 4G.

Total Access Communications (Dtac),
which failed in both the 1,800-MHz and
900-MHz auctions, said they will allo-
cate capital to expand their 4G network
into other bands for greater quality and
higher capacity, despite not having a slot
in the 900-MHz band.

Industry veterans suggested the ever-
higher bids show that “spectrum demand”
is very real in Thailand.

“If operators could add more capac-
ity and speed to their networks through

technological upgrades and more base
stations, they wouldn’t be paying such
ridiculous prices for new spectrum,” said
an industry source who asked not to
be named.

National Broadcasting and Telecommu-
nications Commission (NBTC) member
Prawit Leesathapornwongsa said he
believed that Jasmine, as a new player in the
market, will seek to cooperate with opera-
tors who failed in the 900-MHz auction to
save on infrastructure investment costs.

He conceded the auction price Jasmine
offered is too high to make a profit.

Mr Prawit, however, said the infrastruc-
ture investment costs for operators of the
900-MHz spectrum will be lower than for
the 1800-MHz despite the higher bid prices.

This is because the 900-MHz spectrum
can cover a longer range. One 900-MHz
tower can cover the same area as three
1800-MHz towers, he said.
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Futures Focus

he SET50 Index closed last week at 816.37 points,

I a decrease of 2.32 points or 0.3% from the previ-

ous week. The most active SET50 Futures contract

S507Z15 (expiring in December 2015) was settled at 807.80
points, a decrease of 10.70 points or 1.3%.

US stocks endured aroller-coaster ride, thanks to the Fed
and oil prices. On Thursday, theysnapped a three-day win-
ning streak as oil prices plunged. The slump came despite
the Federal Reserve interest-rate hike, which analysts said
was a vote of confidence in the US economy. The Dow sank
another 367 points on Friday, as oil prices and concern
about the global response to the Fed, weighed on shares. It
closed at 17,128.55, down 0.8% on the week.

In Thailand, shares rebounded on Tuesday, with the SET
posting its best gain in three-and-a-half months on rally-
ing telecom shares as the 4G auction continued. Jasmine
International and True Corp finally won the two licences
atworld-record prices of 75.65 billion and 76.3 billion baht
respectively early Saturday. However, the SET outloolk
remained bearish due to the weak economic recovery and
relatively stretched valuations, according to BMI Research.
The SET Index closed down 25 points on Friday at 1,284.92,
trimming its weekly gain to 0.3%.

On the TFEX, daily average trading volume was 355,481
contracts, an increase of 26,138 contracts or 7.9% from the
previous week. The most actively traded product was Stock
Futures with 1,024,933 contracts, or 204,987 per day. Total
open interest was 1,084,306 contracts, down 3,209 or 0.3%.

TFEX TRADING STATISTICS

Previous
Week| %
(3 days)| Change| Change
Trading Yolume (contracts)
* SET5H0 Index Futures 695,279 287685 | 407,594 [ 14165%
*Gold Futures 43798 51646 ([ 12.262] 3684%
* Stock Futures 1024 933 | 659 613 | 365,320 55 55%
* [J3D Futures 4347 1762| 258b[ 146 1%
* Brent Crude Ofl Futures 327 390 -63] -1615%
* SET50 Index Options §723| 7035( 1658 2399%
* Total Volume 1777407 955,031 789.376) 7959%
* Total Open Interest* (contracts),084,306 [1.087.515 | -53,209] -0.30%
* Daily Average Volume (contracts)355,481( 329,344 26138| 794%

*QOpen Interest of last Thursday
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Thailand Futures Exchange
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SET50 INDEX AND SET50 INDEX FUTURES

PRICE COMPARISON
Volume Price
(Contracts) (Index Points)
140,000 ’s.;m Index,” ~si
835
120,000 . S——
T 830
100,000 AN 805
y 4 AN 820
80,000 7 % B
60000 __of N\ 810
.
Aq00 S50Z15 _ oy,
20,000 -
® TDecid Decl5 Dect6  Dec Decls

SET50 INDEX FUTURES SERIES COMPARISON

Settlement | Prior Settlement %
Price Price Change

817.10 8185 -4 -0.17%
807.80 820.0 2.2 -1.51%
814.30 815.6 -1.3 -0.16%
801.90 804.0 ] -0.26%
789.50 7941 -46 -0.58%
784.00 m77 -3.7 0.47%
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WHO ARE THE REAL WINNERS OF THE 900MHZ LICENCE AUCTIONS? >» 48

Who are real winners of 900MHz auction?

ALTHOUGH TRUE AND JAS MAY HAVE QUOTED
WINNING BIDS, ANALYSTS ARE WARY ABOUT
THE IMPACT OF THE HIGH COST ON LIQUIDITY

USANEE MONGKOLPORN,
SIRIVISH TOOMGUM
THE NATION

FAILINGtowinthe 900MHzlicences
last week might not necessarily deal a
severe blow to the losers, while suc-
cessfullybidding for thelicences could
turn into the winners’ burden, indus-
try pundits said last week.

And the prevailing question nowis
whether Thailand’s telecom market
still has room for a fourth player to
make profit and also see more chal-
lengers in the future.

AlS

Three hours before midnight on
Saturday, executives of Advanced
Wireless Network (AWN), a unit of
Advanced Info Service (AIS), report-
edly ordered beers brought to their
bidding room. Once the auction
resumed promptly at midnight after
a three-hour break, AWN hit the exit
button to drop out of the race.

Andwhentheclockstruck12.15am
at the end of round 199, and none of
the four bidders raised the price,
which meant the auction had finally
ended, AIS executives gave abiground
of applause and a big cheer.

Some might interpret this as AIS
feeling happy because the gruelling
marathon bidding, after over 66
hours, had finallyended. Last month’s
1800MHz licence auction took only
33 hours to complete. But others
might view this as AIS being relieved
that it was not a winner and its smug-
ness that the winners paying such
exorbitant prices, whoever they were,
could run into liquidity problems and
may even need to recapitalise.

AIS reportedly calculated that a

fairlicence price should be about Bt50
billion-Bt60 billion. However, it
reportedly kept raising its bid to drive
up the price before jumping ship.

The biggest surprise was newcom-
er Jas Mobile Broadband of Jasmine
International emerging as one of the
winners of the first licence block by
quoting Bt75.654 billion, while True
Move H Universal Communication
(TUC) of True Corp was the winner of
the second block by quoting Bt76.30
billion.

The final price per capita MHz is
estimated to be among the highest in
the world for an auction of 90OMHz.

ATS had prepared abackup planin
case it lost, entailing allocation of
5MHz out of 15MHz of its existing
1800MHz frequency to serve 2G-
900MHz subscribers. [tisalsoin talks
tolease 2G cellular base stations from
TOT to serve these 2G customers.

AIS has more than 45 million sub-
scribers, mostlyusing 3G. About 1 mil-
lion are 2G users. TOT granted the
900MHz spectrum to AIS and ALS
concession expired last September.
The National Broadcasting and
Telecommunications Commission
then reclaimed it for auction.

Accordingto AIS, itdecided tofold
its cards after seeing the bidding price
exceed its expected fairvalue. AIS last
offer was B75.98 billion.

AITS said the decision to exit allows
the company to maintain its strong
financial status and save money for
further rollout of its 4G and 3G net-
works. There will be future auctions
for the company to acquire addition-
al bandwidth, ranging from the
1800MHz and 2300MHz frequen-
cies to 2600MHz. Last month, AWN
waswon a 1800MHzspectrum licence
to operate a 4G service.
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AIS is also set to sign the 3G-
2.1GHz service offering partnership
deal with TOT. The deal gives AIS the
right to be the first company TOT will
partner with to help develop its
2.3GHzservice. Industryplayers spec-
ulate that AIS and DTAC, the other
failed bidder, will team up to urge the
NBTC to hurry the release of other
spectra from state enterprises for auc-
tioning.

DTAC's 1800MHz spectrum does
not expire until 2018, during which
time the 900MHz bid winners will be
paying a huge amount for the
900MHzlicence upfrontfee. This will
discourage them from entering the
bidding for the 1800MHz frequency,
one industry observer said. However,
AIS is expected to face competition
from True for data services.

DTAC

The board of DTAC’s strategic
partner, Telenor, reportedly granted a

budget ofabout Bt70 billion for DTAC
TriNet to join the 900MHz licence
bidding. This gave DTAC executives
high confidence that it would emerge
as one victor.

However, their confidence evapo-
rated when the biddingalmost passed
the budget on the fourth day, on
Friday, and the bidding war showed
no signs of coming to an end.

DTAC dropped out at 5pm on
Friday when it quoted about Bt70.18
billion. Afterthe auction ended, DTAC
said it would allocate the bidding
budget for expanding its existing 3G
and 4G network. It is confident its
existing 2.1GHz, 1800MHz and
850MHzbands are sufficient for pro-
viding a quality service.

“Now we're working out how to
restore subscribers’confidence and we
mightlowerserviceratesto keepthem
with us,” a DTAC source said.

DTAC sin talks with CAT Telecom
on a possible partnership to use
20MHZ of CAT’s 1800MHz to offer a
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WHAT THE ‘BIG FOUR’ OWN

Mobile phone spectrum ownership of
four major private telecom operators
after the auction of two 1800MHz
licences and two 900MHz licences.

Licence M Concession
AIS DTAC
2.1GHz;15MHz 2.1GHz; 15MHz

with expiration
date in Dec 2027

with expiration
date in Dec 2027

Newly acquired 1800MHz; 45MHz
1800MHz; 15SMHz and 850MHz;
with expiration 10MHz, with same
date in Sep expiration date in
2033 September 2018
total 30MHz total 70MHz

True Corp

2.1GHz; 15MHz with expiration date
in Dec 2027

Newly acquired 1800MHz; 1I5MHz
with expiration date in Sep 2033

Newly acquired 900MHz; 10MHz
with expiration date 15 years after
obtaining the licence
*15MHz of 850MHz

total 55MHz

Jasmine International

Newly acquired 900MHz; 10MHz
with expiration date 15 years
after obtaining the licence

total 10MHz

*True uses 850MHz of CAT Telecom under partnership

Source: Compiled by The Nation

4G service. Sanpachai Huvananda,
CAT's acting chief executive officer,
said DTAC’s failure to clinch a
900MHzlicence gives CAT morebar-
gaining power in the partnership
talks.

Atelecom analystsaid DTAC s fail-
ure would hurt its earnings. Without
the 90OMHz spectrum, DTAC will be
forced to expand the 850MHz and
1800MHz networks, which incur an
annual concession fee of 30 per cent
versus the 5-per-cent annual regula-
tory fee for 9OOM Hz.

As 850MHz and 1800MHz assets
will be depreciated over three years,
its depreciation expenses will surge.
DTAC will likely be vulnerable, as the
850MHz and 1800MHz concessions
will expire in 2018 and there is still
uncertainty over when the NBTC will
put the 850MHz/1800MHz spec-
trum up for auction.

True

True now has the biggest chunk of
bandwidth under NBTC licences -
15MHz of 2.1GHz, 15MHz of
1800MHz and now 10MHz of
900MHz. “Wefight with full force and
evenatthelastminute we didn't know
that we would win. I admit that I was
shocked when welearned that we won.
Itlooked like anever-endingauction,”
True CEO Suphachai Chearavanont
said.

It is hard to say if the eventual
licence price was too high, but it does
not exceed the level studied by the
financial adviser, he said.

NATION GRAPHICS

Earlier Suphachai said True wants
to acquire as much spectra as possi-
ble to enable it to maintain its leader-
ship in wireless data services.

The analyst said that with more
spectrum, True could beat DTAC. But
True will have to pay Bt40 billion for
the 1800MHz licence it won last
month. This will constrain its finan-
cial capability. If True pays another
hefty sum forthe 900MHzlicence, its
leverageis expected toworsen further

and putitatrisk ofhaving to seek cap-
ital infusion.

“If Trueweakens DTAC, AIS might
also enjoy a windfall. If DTAC gets
weaker, nothing guarantees that
DTAC customers will leave to go to
True. They can also go to AIS,” the
analyst said.

“But if DTAC weakens, DTAC can
start a price war and that will hurt all
players,” he added.

Jas

The announcement of Jas as a
licence winner raised several ques-
tions, notablyitsability to make a prof-
it giventhe exorbitantly priced licence.

Jas and True will hold a press con-
ference today on their 9OOMHz busi-
ness plans.

A telecom analyst was suspicious.

“Why did Jas, with no mobile
phone user base, dare to pay so much
for the licence when even AIS, with
more than 40 million customers ready
to use the 90OMHz service, decided
to exit, as AIS considered the price
was too high?”
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Jas reportedly is in talks with SK
Telecom or Japan’s SoftBank over a
possible strategic partnership.

The analystis doubtful the telecom
market still has room for new players
when even the third player is finding
it hard to show a profit.

One telecom marketing guru said
that in principle, a newcomer, if it is
the fourth one, will be inclined to join
with the market leader to beat the
third player. He believes Jas would
seek expertise and a sales channel
from AIS for quick penetration into
the mass market.

A Jas executive source said Jas
wants to deploy a wireless broadband
service to complement its fixed-line
broadband service. “We've gotnodebt
and were confident in our financial
strength. We don’t understand why
theyhavetobe afraid ofus aswe're just
a small player with a strong determi-
nation to enter the market,” he said.
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