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20 YEAR-END REVIEW

Ithough the pandemic
has subsided, the telecom
industry still faces various
challenges that hindered
its recovery in 2022,
especially greater operational costs
whipped up by high electricity bills and
a decline in people’s purchasing power.

Fierce competition in the segment is
expected to continue in 2023,

Industry pundits believe carriers will
postaslight increase in revenue, but face
higher operational costs and expenses in
2023, similar to the previous year.

The usage of telecom services will
continue to grow in 2023, but their profit
margins are expected to decline.

From 2024, analysts said the industry
is expected to have a promising outlook
with a marked growth in profits.

TRUE-DTAC MERGER

True Corporation and Total Access
Communication (DTAC), the No.2
and No.3 mobile operators in terms of
subscriber base, are in the process of
a merger called an equal partnership.

Each party aims to have no more than
a 30% shareholding in the new merged
firm.

The merger is the first time DTAC's
parent firm, Norway’s Telenor, invests
in a country where the company does
not have full control of management.

The planned merger deal was
announced in November 2021 and
received approval at each firm’s share-
holder meetings in April 2022,

‘The merging parties believe the new
entity will have an enhanced capability
to compete with the country’s biggest
mobile operator, Advanced Info Service
(AIS).

“Real competition happens when
strong players compete. That's why if one
player is too strong and there are two
weak players, that's not real competition,”
said Suphachai Chearavanont, chairman
of the board for True.

The deal has drawn heavy criticism
from academics and consumer
advocates who say it would reduce
industry competition and erode
consumer benefits.

They urged the National Broadcasting
and Telecommunications Commission
(NBTC) to block the deal.

On Oct 20, the NBTC board reached
a resolution that it has no authority
to consider approving or rejecting
the planned merger by a vote of 3-2.
The regulator then acknowledged the
planned merger and issued remedy
measures to govern the deal.

After the ruling, consumer advocates
resorted to legal action to impede the
merger, including a petition filed
with the National Anti-Corruption
Commission against the NBTC board
members who voted to resolve the NBTC
has no authority to approve or reject the
merger deal.

Another petition was filed with the
Administrative Court, asking it to repeal
the board's resolution.

Despite the legal challenges, industry
pundits believe the merger will
eventually be completed.
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True Corporation and Total
Access Communication (DTAC)
are in the process of a merger.

GLIMATE or
CONSOLIDATION

Operators expect a slight increase in revenue amid higher operational costs
and expenses, writes Komsan Tortermvasana

TAKEOVER OF TTTBB

On July 4, AIS announced its plan to
acquire fixed broadband provider Triple
T Broadband (TTTBB) and buy a 19%
stake in Jasmine Broadband Internet
Infrastructure Fund (JASIF) — both
subsidiaries under Jasmine International
Plc (JAS) — in a deal worth 32.4 billion
bahtin total.

TTTBB is wholly owned by JAS, which
is also the biggest unitholder of JASIF
with a 19% stake.

The investment would be made by
Advanced Wireless Network (AWN), a
subsidiary of AIS.

JASIF owns fibre-optical cables
spanning 1.6 million core kilometres,
currently leased by TTTBB for its
broadband internet service under the
brand 3BB.
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AIS has its own fixed broadband
business under the AIS Fibre brand,
which has seen remarkable growth in
terms of subscriber base and revenue
since it was launched in 2015.

The takeover of TTTBB would make
AIS Fibre the second-largest fixed
broadband operator with a 34% market
share, behind TrueOnline, the fixed
broadband arm of True, which has a
39% market share.

National Telecom and other provincial
operators have a combined 27% market
share.

However, the deal hit a snag in
October when JASIF unitholders rejected
AlS's proposed amendments to optical
fibre cable (OFC) rental agreements
between TTTBB and JASIE as part of
the conditions for the deal.

For the proposed amendments, AIS
wants JASIF to extend the main lease
agreement, which involves 80% of
JASIF’s OFCs, from January 29, 2032 to
December 31, 2037. However, the carrier
wants to terminate the rental assurance
agreement, which concerns the other
20% of JASIF's OFCs.

Additionally, AIS supports TTTBB
paying an advance rental fee of 3 billion
baht to JASIF via three instalment
payments of 1 billion baht each.

AIS insisted the amendments were
proposed to match business realities
and the current environment for fixed
broadband services.

As of mid-November, AIS said it was
committed to pursuing the deal despite
the unchanged rental agreements
between TTTBB and JASIE
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Real competition
happens when
strong players
compete. That’s
why if one player
is too strong and
there are two weak
players, that's not
real competition.

Suphachai Chearavanont
Board chairman, True

An industry source who requested
anonymity said as of November 11,
AIS was still in negotiations with JAS
to obtain a lower purchase price for
TTTBB shares in exchange for making
no amendments to the OFC rental
agreements.

Pisut Ngamvijitvong, senior equity
research analyst at Kasikorn Securities
(KS), said the fixed broadband market
landscape could turn into a duopoly
after AIS succeeds in acquiring TTTBB,
similar to other business sectors such
as department stores, hypermarkets,
convenience stores and high-speed train
operations.

Representatives of consumer
protection associations protest against
the merger of True Corporation

and DTAC in front of the NBTC
headquarters on October 20, 2022.
PHOTO: APICHART JINAKUL

HIGH OPERATION COSTS

According to KS, the telecom industry
will continue to see fierce competition in
2023 with promotional packages offered
that erode operators’ profit margins,
despite an increase in mobile and fixed
broadband usage.

The industry is expected to post 1-2%
growth in revenue in 2022 with a decline
in profit margins, said Mr Pisut, with the
trend likely to continue in 2023.

“Operational costs for telecom firms
will still be high in 2023 amid strong
competition,” he said.

However, an asset write-off following
the DTAC-True merger could be a way to
shore up margins, said Mr Pisut.

True and DTAC may not be able to
enjoy the benefits of their merger much
in 2023 as the shops and operations of
the two brands still remain separate, he
said.

The share prices of the three major
telecom operators should improve
next year as investors look at long-term
prospects, Mr Pisut said.

“The real increase in their profits
should happen from 2024, he said.

“The telecom sector is different from
other industries, such as tourism, food
and commodities, which are starting to
benefit from the recovery. The telecom
segment still faces some challenging
issues amid tough competition.”

AIS chief executive Somchai
Lertsutiwong said in 2022 telecom
operators are likely to post 2% revenue
growth on average, while operational
costs could rise 7-8%.

AlS announced in July its plan to acquire TTTBB and invest 19% in JASIF

®iPhone 14 Pro

The industry faced several challenges
in 2022, such as rising inflation, higher
electricity costs, declining consumer
purchasing power, increasing interest
rates, a weaker baht as well as major
flooding.

Operators need to quickly adjust
business management and reduce costs
while boosting operational efficiency,
he said.

Mr Somchai said mobile networks
must be upgraded to serve autonomous
functions while IT systems must be
transformed into intelligent systems.

“We hold out hope that 2023 will
be better than 2022, following years of
declining margins,” he said.

AIS announced its plan to become
a “cognitive telco’, which is a smart
telecom organisation, by 2024,

Mr Somchai said the company needs
to pursue this strategy soon as consumer
behaviour changes rapidly and its rivals
merge.

He said 5G will be a fundamental
infrastructure for innovation adoption
and the new economy.

As speeds and service quality may be
insufficient for telecom operations from
2022, the key is to differentiate through
the use of big data analytics and artificial
intelligence, said Mr Somchai.

The latest iPhone
models are displayed
at the Thailand
Mobile Expo, held in
October at Queen
Sirikit National
Convention Center.
PHOTO: SOMCHAI
POOMLARD

in a deal worth 32.4 billion baht in total.
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