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ANALYSIS

Telecom chess match tightens

AIS acquisition of Triple T Broadband puts more pressure on the regulator as it decides on
True-DTAC merger, with the sector becoming a duopoly, writes Komsan Tortermvasana

ast week's announcenment ]1!.'

Advanced Info Service (ALS) on its

proposil o acguire fixed broad-

hand provider Triple T Broadhand

(TTTBE) is expected to complicate
the welecom regulaior’s decision on the fate
of the merger between AlSs mobile rivals
True Corporation and Total Access Com-
munication (DTAC).

The acquisition appears fo make busi
ness sense for ALS in terms of economy of
scale, business synergy and market expan-
sion, especially in the provinces. The coun-
try's higgest mohile operator by subscriber
hase also offers bmadband internet service
under the brand ALS Fibre.

Industry sources said the AIS-TTTEB
deal differs from the DTAC-True deal as
the flxed broadband intermer business
would have at least three major players
in the market following AIS's acquisition,
compared with iwo In the mohile segment
after the merger of DTAC and True.

Home internet does not require e
quency licences, which carry a ety cost in
the mebile business, meaning new players

can mone easily enter the market.

A report presemed by a National Broad.-
casting and Telecommunications Commis-
sion (NBTC) subcommittee studying the
economic impact of the True-DTAC deal
found the merger could hinder the coun-
try's GIOP growth and push up inflagion.

The acquisition of TTTBB is perceived
by some indusoy pundits as o wise tactic
b ATS as ins rivals work towards a merger.

IMPROVE BROADBAND INCLUSION
Under the acquisition deal, AIS aims to buy
maostof TTTEE'S shares from Acumen Co,
a subsidiary of [asmine lermational Ple
[1AS), for 19.5 billion baht.

AlS also plans to buy a 19% stake in Jas-
mine Broadband Internet Infrastructure
Fund (JASIF ) from JAS at a cost of 12.9 hil-
lioon b

IASIF onvwnis fibre-optical cables spanning
L million core kilometres, currently leased
b TTTEE for ies broadband Intermet service
under the brand 3RB.

Both deals would be undertaken by
Advanced Wireless Metwork (AWN ), a sub-
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An AIS mobile shop
inside
CentralWorld. After
the AIS-TTTBE deal
i completed, AIS is
eupected to
bacome the second

higgest fixed
broadband
operator with a
34% markat share.
LT THUAAAT
WICHEARNSLT

sidiary of AlS

AlS said the deals require approval from
the NBTC hefore the ransactions can
he executed,

The company expects the deals to be
l:;l.lilill[l'l.‘ﬂ'.‘d i ||‘I1,‘ ﬁrﬂ qual.rh-f |_|Trtrxl bi=ie

AlS chief inancial officer Tee Seeum-
pororg sald the scquisition will enhance
consumer access to a broader and bemer
quallty of service by improving broadband
inclusion in new areas, especially upooun
try and rural ansas.
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A combined fibre network will support
effective sharing that reduces network
duplication, said Mr Tee.

He said the imvestment in JASTF will open
the door for the fund to nvest in AIS's addi-
tional telecom assets.

CHALLENGING TIME
The AIS-TTTBE proposal emerged while the
MBTC is scrutindsing the True-DTAC deal.
True and DTAC formally submired
a report of their amalgamation plan 1o
the telecom regulator on Jan 25, follow-
ing the NETC's regulation that stipulates
merger plans must be sent (o the regulator
at least ¥ working days before they can
execute them.
The planned merger has been heavily

LEFT
A True Mabi Shop.
True's revenus
from fixed
Ibroadband
business
amounted to 7.32
billion baht in the
first quarter of
2022,

criticised by some academics and con-
aumer advocates who are concerned about
the prospect of reduced competition in the
mobile business, which would put consum-
ers ot & disadvantage.

The new NETC board was sworn info
office in April and resolved 1o postpone
its resolution governing the merger deal
by another 60 days from the original date
in May.

The board also set up four suboom-
siitiees 10 scrutinise the merger and held
forus group hearings o gauge the impact
of the deal.

An NBTC subcommitee assessing the
ceonomic impact of the deal recently
unveiled its study, finding a negative impact
on the country’s economic outlook. The
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study found the merger could reduce Thai-
land's GDP growth by berween (005% and
1.99%, depending on the level of collusion
by the major eperators after the merger
takes place.

The merger could also drive up the
country’s inflation rate by 0.05%-2.07%,
depending on the degree of collusion,
according to the study.

Muobile service prices afier the merger
are projected to rise by hetween 2.03%
and 19.5% if no collusion takes place, the
study found,

NETC management is expected to draft
an execuive summary foom these four sub-
commirtess and forward it 1o the board,

Management is also tasked with drafting
measures goveming the deal, then submit-
ting them to the board.

“This process has not been carried out
wet,” asource close to the NETC board told
thr Bamgholk Post.

AI5S™S UPPER HAND

A source close 10 InTouch Holdings, the
parent of AlS, said the TTTBE owners init
ated talks with AlS about a deal threeyears
agn, bur merger momentum was revived
whien Gulf Energy Development Ple, the
country'’s largest private power producer
by miarketvalue, became the biggest share-
holder of InTowch last vear.

The souree, who requested anomym-
ity, said JASSs motivation is to reduece its
debt burden.

[AS still wants to focus on some busi-
nesses, especially digital TV Mono 29,
which provides a vadety of content, sald
thie source.

The source said the AIS-TTTEB deal has
fiuir stromg points.

First, AlSsought approval from the NETC
direetly from the start, which differs from
the True-DTAC deal, where both parties
only Intended to notify the NBTC about
their maove.

Second, the acquisition would give AlS
the second largest subscriber base in fxed
broadband with at least three major players
in the market, excluding more than 10]ocal

opperators in the provinees, the source sald.

Third, the fixed internet broadband
market has only 51% houschold pen-
etration, meaning it is unsaturated,
compared with 120% penetration in the
menbile oarker.

Finally, the home intermet business does
not requine frequencies to operate.

“Ifthe deal is rejected by the NBTC, AlS
canstill operste is home nternet biesiness
with projected double-digit growth,” the
source said,

“If the True-DTAC merger is given the
nod but the ALS deal is blocked, the NETC
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would be in trouble for sune”

The source explained AlS's deal is less
complicated than the Troe-DTAC merger
deal as the fixed broadband internet busi-
1es% Boes oL reguine Specnum o operate
and the AIS acquisition would still leave
at least three major plavers in the marker.

The deals with 3BR and JASIF wouild
help AlS Fibre increase growth in the prov-
inces via economy of scale and scope, as
well as the synergy of operations and ser-
vices through AlS Playbox set-top boxes
and 3BBEs Giga TV Box, which can pose
challenges to the True 1D platform, said
the source,

Analysts project ALS Flhre to increase s
AVETAGE revenue |1r.r|.|||il [.-"LH.I-"IJ} and AISs
share price in the long mn.

If the True-DTAC merger plan s shot
dowm but AlS's deal is approved, it may
be because the NBTC sees the conse
quences of the deals in different lights, the
source said.

Pravasit I.uH.:lIlm;ul-rll.w:ulgx:u.a n advisor
1o the NBTC chairman and a former NETC
commissioner, agreed the iming of the AIS
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Telecom plays
confront regulator

acquisition is perfect as it parallels its
rivals' proposed merger, potentially
complicating the regulator’s decisions
rl-djlrdirl.ﬂ Baoh dbeals,

“AlS has the upper hamd over True
and DTAC in this latest move,” Mr
Prawit said.

The clear statement by AIS that it
sought approval from the NBTC for
the wequisition directly stings both True
and DTAL, who insisted their merger
procedures fiollowed the NETCs regula-
tions by merely notifying the regulator
before executing the deal, he said.

DUOPOLY PROSPECTS
Pisur Mgamvijirvong, senlor equity
research analyst of Kasikom Securl-
ties (K5), said the AIS-TTTBE deal is
expected o pass the NBTCs regulatory
checks, similar to the Tree- DTAC deal.
After the deal is completed, AlS is
r,-_:x|:n.-'4;lrl| 10 hecome the Mfl:llnl.“sil.;gl.-.,l
fixed broadband operator with a 34%

Mews ID: C=2207 11001112 (11 Jul 22/04:47)

Wiq-‘wlt"ww' lipe

ww b Do

market share, trailing only True with a
W% marker share.

He said the latest deal shows the
telecom sector [s becoming a duopoly,
simillar te other sectors such as depart-
N STOres, I::..‘per:!::ukn,-lx, COHIVET
ence stores, high speed rain operators
and expressway operators,

“After the deal is concluded, we
should see healthy performance from
the players as their profit margins
improve and their stock prices are
projected to rise in the long run,” said
blr Plsut.

“If the ALS deal Is completed, the
market would be influenced by only
TrueOnline and AIS Fibre in the long
term, while NT's market share would
gradually fade oul”

The latest KS anabysis indicates the
AIS acquisition would drive down the
price war In the home infernet segment.

Trueinline's ARPL is currently 500
bailat, as opposed (o 450 baht for BB
and 420 baht for AIS Fibre,

DANGEROUS PATH
Somkiat Tangkitvanich, president
of Thailand Development Research
Institute ( TDRT}, said the two proposed
mega-deals in the telecom industry
Increase the risks of market concentra-
thon 1o a da NEEFHIL level,

The AIS-TTTBB acquisition is
believed to be a reaction to the True-

The question is how
long will Thais have

to put up with this
monopoly capitalism,
with state authorities
taking sides with these
capitalists?

SOMKIAT TANGKITUANICH
President, [haifand Development
Research Insiiute

DTAC merger, he said.
Mr Sombdar sald AIS made the betier
move as the operator sought direct
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A tebecom veteran I| the AIS-TTTEB .;r.quisltlun and the True-OTAC merger

should sail through checks by the NBTE. PORNSROM SATRABHAYA

approval from the regulater, whereas
True and DTAC insisted they do not
need the green light from the NETC.

If both deals swccesd, consumers
and small entrepreneurs will have
fewer service choices and are ot risk of
being taken advantage of by the opera-
tors, similar to what happened in the
ciriema, retail and hospital sectors,
he said.

"Not onbywould the poor be in trou-
hile, but the middle class would also be
affected,” said Mr Sombkiat.,

According o the TDRI chief, the
Thai economy is now similar to the U5
about 120- 150 years ago when a serles
of mergers among ofl and rall busi-
nesses s well as other sectors resuled
inextensive exploitation of the public,
This led to anti-monopoly sentiment
in the U5,

“The question is how long will Thais

e to put up with this monopaly capl-
talism, with state authorities taking
sides with these capitalists?™ Mr Som-
kiar asked.

Mr Prawit agreed that either merger
or takeover deals are likely o create
market dominance in the end.

True and DTAC indicated their amal-
gamation plan will create a new tech
firm that can sup port Thailand 4.0 aspi-
rations and provide better services to
benedit Thals. The new flrm s projected
1o become a leading digital force in the
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reglon, expected to gather local and
international experts and investment
in the kxcal tech ecosystem.

Yet br Prawitcastdoubt on howwell
this merged firm would compete onthe
international stage, pardeularly in tel-
ECOT SETVICes,

The True-DTAC merger seems o
hinge on reducing expenses and opera-
thon costs, he sald,

If the maobile operators really want
o suppor local startups, they should
pursue & joint venture with them unne-
lated 1o the merger, sald Mr Prawir

A telecom veteran who requested
anomymmity said both deals should sail
through regulitory checks by the NBTC.

The source said it is unlikely the two
business empires will “fight until the
el referring 1o Gulf and conglomer-
ate Charoen Pokphand {CP) Group, the
parent of True.

Amid this sector concentration, the
recruitment process for the final two
NBTC commissboness Is ongolng. The
process, which is expecied to be com-
Meted this month, would give the board
seven members.

The votes of any new commissioners
are expected o affect the NETCS reso
futions verting merger and acguisition
deals, as well as measures designed o
govern them,
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