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Our meeting with OCK has reinforced our confidence that it is on
track to deliver robust earnings. This is mainly driven by: (i)
Malaysia - sustained 5G roll-out, (ii) Vietham - tower network
expansion, (iii) Indonesia - higher value contracts for network
management, and (iv) interest savings from debt restructuring.
Moving forward, OCK may pay constant dividends with a formal
dividend policy. We maintain our forecasts, TP of RM0.74 and
OUTPERFORM call.

No stopping its tower portfolio expansion. The group does not
intend to slow down the expansion of its tower portfolio after having
achieved its target of owning 5,300 towers across Malaysia, Myanmar
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and Vietnam. Moving forward, in the near-to-medium term, OCK KLCI 1516.58
targets to secure additional telco towers in the following markets; (i) ~ YTD KLCI chg 4.3%
Malaysia: 150-200, and (i) Vietnam: 500. The group is on track to Y TD stock price chg 19.5%
attain the latter, after having secured approval to acquire an additional i
120 towers in Vietnam recently. Meanwhile, in terms of geographical —=tock Information
expansion, OCK is mulling over the option to apply for a tower license ~ Shariah Compliant Yes
in Laos. This may potentially be the next frontier for OCK following its I\B/llg?krgtbce;rng(ngI;/?rrn) OCK MK ES‘Z%'%’
previous ventures to Myanmar (2015) and Vietnam (2017). Shares Outstanding 1051.0
Riding on 5G roll-out momentum in Malaysia. We expect OCK to ~ 52-week range (H) 0.54
continue to benefit from sustained deployment of the first 5G network ~ 52-week range (L) 0.38
in Malaysia. This would be via involvement in the roll-out of an  3-mthavg daily vol: 3,372,866
additional estimated 2,500 5G sites in 2024 (2023: c. 5,000 sites).  Free Float 42%
Moving forward, for Malaysia’s upcoming second 5G network, we De€td 0.5
believe that OCK may also gain from: (i) co-location at its existing Maior Sharehold
tower sites, and (ii) construction of new build-to-suit (BTS) towers. This ajor Sharenolcers 5
is underpinned by OCK’s track record and involvement in the ﬁtlelL?EaAram'l?::uidgﬁhgatanTentera 333;’
successful roll-out of 5G sites for the first network. Furthermore, we Emplo;?ee Providgent?:und 5'0%(:
believe that new BTS sites are required to expand Malaysia’s 5G ’
coverage footprint. Summary Earnings Table
Eyeing 5G in Indonesia as well. OCK targets 15%-20% topline _FYE Dec (RM m) 2022A  2023F 2024F
growth in Indonesia, largely driven by higher scope of works for ~ Revenue 6171 7128 739.2
network-managed services (NMS). Additionally, to a smaller extent, the =~ EBITDA 1911 1985  209.9
group expects growth to be boosted by new fiberization contracts. To EBIT 82.4 100.5 1181
recap, in 3QCY23, OCK’s market share of NMS in Indonesia dwindled PBT ) 48.4 65.1 86.0
QoQ to circa 29%, based on coverage of 32,125 sites (2QFY23: 45%; Net Profit (NP) 32.8 42.6 57.0
49,200 sites). This was partly due to consolidation and rationalization G [FAAL] e 2D 200
. : S . : Consensus (NP) - 41.4 51.4
of tower sites by quosat to avoid duplication. This was after the Iatter_s Earnings Revision ) ) )
merger Wlth Hutchison 3 to form the second largest telco operator in Core EPS (sen) 35 4.0 5.4
Indonesia. Core EPS growth 28.1 156 336
On the bright side, NMS contract values have increased due to wider ~ DPS (sen) X 0.5 0.5
job scopes that include enhanced ‘comprehensive and active” BVPS (RM) 0.6 0.6 0.7
components. As such, this translates to margin expansion and hence EE\R; gg 183 18; gg
higher_ profitability. Moving forwgrd, OCI_( expects_the award of higher Net Gearing (X) 0:8 0:8 0:7
value job orders to sustain, particularly if Indonesia ramps up the roll- Div. Yield (%) } 0.9 0.9

out of 5G. At this juncture, according to OpenSignal, Indonesia’s 5G
network availability is 1%, which implies significant room for expansion.
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Bottomline boost from interest savings. OCK is aggressively bidding for new projects to replenish its order book,
which amounts to circa RM278m as at end-Sept 2023. Amongst others, this includes: (i) a large scale solar power
plant in East Malaysia, and (ii) contracts to provide 5G solutions in Malaysia (e.g. installation of systems that apply
artificial intelligence such as smart CCTV networks). Hence, these new contracts are expected to boost FY24
bottomline, alongside expected interest cost savings. To recap, in end Nov 2023, OCK issued the first tranche
(RM400m) for its RM700m Sukuk Murabahah program (MARC rating: AA-). In Jan 2024, OCK utilized the sukuk
proceeds to refinance or pare down the bulk of its USD-denominated debt. As a result, the group expects to recognize
quarterly interest savings of RM1.5m-2.0m.

Business as usual in Myanmar. In spite of the ongoing political upheaval at Myanmar, it is business-as-usual for
OCK'’s operations at Myanmar. Moreover, lease payments for its towers billed to local mobile network operators (e.g.
MyTel) remain timely. As such, this dispels concerns that OCK may need to recognize impairments on its assets in
Myanmar, which has estimated book value of USD100m. Nevertheless, OCK does not intend to increase its
investments in Myanmar until the political situation stabilizes. Whilst there are some restrictions on the repatriation of
funds from Myanmar, the group remains unperturbed, as it intends to plough back its profits into the market.

Consistent dividends in future? The group alluded to the possibility that it may formulate a new dividend policy in
the near term. In addition, moving forward, OCK targets to declare dividends once every year. This is underpinned by:
(i) robust operating cash flows, (ii) a firm balance sheet, and (iii) enhanced liquidity from its new sukuk program. For
the same reasons, OCK does not plan to secure equity funding for expansion in the near-to-medium term. To recap,
in recent years, OCK paid dividends sporadically, including in FY17 (0.9 sen) and FY21 (0.5 sen).

Forecasts. Maintained.

We also keep our TP of RM0.74 based on 7x FY24F EV/EBITDA. This is at a discount to our valuation of 8x ascribed
to AXIATA’s towerco (Edotco), to reflect OCK's relatively smaller size. There is no adjustment to our TP based on ESG
given a 3-star rating as appraised by us (see Page 4).

We continue to like OCK given that: (i) it is well positioned to benefit from JENDELA Phase 2 and 5G roll-out projects
in ASEAN, (i) it has strong earnings visibility as 55% of its top line emanates from recurring income derived mainly
from telco tower leasing and network management contracts, and (iii) it may potentially expand to new regional
markets with growth potential such as Laos. Maintain OUTPERFORM.

Risks to our call include: (i) unfavorable regulatory changes, (ii) delayed roll-out of 5G infrastructure, and (iii)
country and political risks at frontier markets where OCK has a presence.
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Income Statement Financial Data & Ratios
FYE Dec (RM m) 2020 2021 2022 2023F 2024F FYE Dec 2020 2021 2022 2023F 2024F
Revenue 474 488 617 713 739 Growth
EBITDA 154 161 191 199 210 Revenue 0.0% 3.1% 26.4% 15.5% 3.7%
Depreciation (88)  (96)  (109) (98) (92) EBITDA 9.0% 46% 188% 3.9% 5.8%
EBIT 65 65 82 100 118 EBIT 21.9% -0.1% 26.2% 21.9% 17.6%
Net Interest Exp (29)  (24) (30) (35) (32) PBT 34.4% 51% 27.4% 34.4% 32.1%
Associates 0) (0) (0) (0) (0) Core Net Profit -1.9% 42% 28.1% 15.7% 33.6%
Exceptionals (2) ) (4) 0 0
Profit Before Tax 36 38 48 65 86 Profitability
Taxation (5) 5) (20) (24) (20) EBITDA margin 32.5% 33.0% 31.0% 27.9% 28.4%
Minority Interest (5) () (6) 9) 9) EBIT Margin 13.8% 13.4% 13.4% 14.1% 16.0%
PATAMI 27 25 33 43 57 PBT Margin 7.6% 7.8% 7.8% 9.1% 11.6%
Core Net Profit 28 29 37 43 57 Core Net Margin 5.8% 5.9% 6.0% 6.0% 7.7%
Effective Tax Rate  12.6% 143% 20.6% 21.0% 23.0%
Balance Sheet ROA 2.0% 2.0% 2.4% 2.5% 3.2%
FYE Dec (RM m) 2020 2021 2022 2023F 2024F ROE 5.2% 51%  6.0% 65% 8.1%
Fixed Assets 597 682 758 802 832
Intangible Assets 183 183 187 183 179 DuPont Analysis
Other Fixed Assets 213 194 209 209 209 Net Margin 5.8% 5.9% 6.0% 6.0% 7.7%
Inventories 61 63 87 97 100 Asset Turnover (x) 0.3 0.3 0.4 0.4 0.4
Receivables 189 167 268 321 335 Leverage Factor(x) 2.3 2.2 2.3 2.3 2.2
Other Curr Assets 83 94 70 70 70 ROE 5.2% 5.1% 6.0% 6.5% 8.1%
Cash 79 82 70 65 95
Total Assets 1406 1465 1649 1747 1820 Leverage
Debt/Asset (x) 0.3 0.2 0.3 0.3 0.3
Payables 145 149 116 133 141 Debt/Equity (x) 0.6 0.5 0.7 0.7 0.6
ST Borrowings 204 264 228 296 299 Net Debt (RM m) 355 360 506 546 522
Other ST Liability 36 B35} 48 48 48 Net Debt/Equity (x) 0.7 0.6 0.8 0.8 0.7
LT Borrowings 229 179 348 311 307
Other LT Liability 169 165 183 183 183 Valuations
Net Assets 623 674 725 776 843 Core EPS (sen) 2.9 2.7 3.5 4.0 5.4
DPS (sen) 0.0 0.5 0.0 0.5 0.5
S'holders' Equity 538 597 639 682 739 BV/share (RM) 0.6 0.6 0.6 0.6 0.7
Minority Interests 85 77 86 95 104 Core PER (x) 18.4 19.4 15.2 13.1 9.8
Total Equity 623 674 725 776 843 Div. Yield (%) 0.0 0.9 0.0 0.9 0.9
PBV (x) 0.9 0.9 0.9 0.8 0.8
Cashflow Statement EV/EBITDA (x) 5.7 5.7 54 54 5.1
FYE Dec (RM m) 2020 2021 2022 2023F 2024F
Operating CF 180 168 31 139 180
Investing CF (99) (149) (71)  (138) (118)
Financing CF (61) (46) 42 (5) (32)
Change In Cash 21 (26) 2 (5) 30
Free CF 82 54 (57) 1 62

Source: Kenanga Research
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) Net Div
PBV (x) ROE (%) N‘(*;e ?1;"' Yid
(%)
1-Yr. . 1-Yr. 2-Yr. 1-Yr. 2-Yr. 1-Yr. 1-Yr. 1-Yr. 1-Yr. Fwd
Fwd. . Fwd. Fwd. Fwd. Fwd. Fwd. Fwd. Fwd. : )

PER (x) - Core

Last Target Earnings

Price Price
(RM)

Core EPS (sen) Core EPS Growth

Upside Shariah Current
(C) Compliant FYE

TELECOMMUNICATIONS

AXIATA GROUP BHD OoP 2.72 3.10 14.0% 24,967.1 Y 12/2023 4.4 7.3 -63.7% 66.6% 62.3 37.4 1.4 -0.3% 9.5 3.5%
CELCOMDIGI BHD OoP 4.21 5.34 26.8% 49,389.6 Y 12/2023 12.0 12.8 -16.8% 7.2% 35.1 32.8 3.2 9.2% 18.0 4.3%
MAXIS BHD OoP 3.82 5.30 38.7% 29,9185 Y 12/2023 17.0 16.7 11.0% -1.6% 22.5 22.9 4.9 21.4% 21.0 5.5%
OCK GROUP BHD OoP 0.520 0.743 42.9% 546.5 Y 12/2023 3.7 5.0 15.4% 33.8% 14.0 10.5 0.9 6.4% 0.0 0.0%
TELEKOM MALAYSIA BHD OoP 5.90 6.76 14.6% 22,642.0 Y 12/2023 49.4 41.2 49.1% -16.7% 11.9 14.3 25 20.5% 25.0 4.2%
SECTOR AGGREGATE 127,463.8 -4.5% 1.0% 25.3 25.0 2.6 11.4% 3.5%
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Stock ESG Ratings:

.

Earnings Sustainability & *
Quality

Community Investment
Workers Safety & Wellbeing
Corporate Governance
Anti-Corruption Policy
Emissions Management

%

GENERAL

Cybersecurity & Data Privacy
Digitalisation & Innovation
Supply Chain Management
Talent Management
Customer Satisfaction

Y denotes half-star
% -10% discount to TP
* % -5% discount to TP
% %% TP unchanged
% %%k +5% premium to TP
* &Kk k*k +10% premium to TP

SPECIFIC

LD b b B b b b b o b i
LR b b B b P b b b b i o

LD b b DB B e

OVERALL
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OCK Group Bhd Results Note

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.Kenanga Investment
Bank Berhad being a full-service investment bank offers investment banking products and services and acts as issuer and liquidity provider
with respect to a security that may also fall under its research coverage.

Published by:

KENANGA INVESTMENT BANK BERHAD (15678-H)
Level 17, Kenanga Tower, 237, JalanTunRazak, 50400 Kuala Lumpur, Malaysia
Telephone: (603) 2172 0880 Website: www.kenanga.com.my E-mail: research@kenanga.com.my
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