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KCL and SPH to acquire full 
control of M1 

In February 2019, Axiata accepted a 

cash offer of MYR1.65 billion (USD405 

million) from Konnectivity for its stake in 

M1 Limited, a fixed and mobile operator 

in Singapore. Konnectivity is a spe-

cial purpose vehicle jointly owned by 

Singapore Press Holdings (SPH) and 

Singaporean conglomerate Keppel Cor-

poration (KCL). The offer was made on 

27 September 2018 and it was intended 

for all outstanding M1 shares other than 

those already owned by Konnectivity. 

The offer price was set at SGD2.06 per 

share, which represents a 26.4% pre-

mium to M1’s closing price of SGD1.63 

on 21 September 2018. Following the 

acceptance of their offer to other share-

holders, KCL and SPH will eventually 

take full control of M1. As of 19 March 

2019, they have already secured ~95% of 

the shares, which gives them the right 

to compulsorily acquire the remaining 

~5% from dissenting shareholders at the 

same offer price of SGD2.06.

Axiata’s exit from M1: 
a need for capital reallocation

Axiata has been consistent in its view 

that M1’s share price over the last year 

has not been reflecting the intrinsic 

value of the company’s long-term future. 

Nevertheless, it has made the decision 

to accept the offer due to the need for 

capital reallocation and new priorities in 

line with its vision to be the New Genera-

tion Digital Champion by 2022.  

The Group also prefers not to be a mi-

nority investor in a soon-to-be privatized 

company that would make its investment 

illiquid. Here below we have summarized 

the rationale behind Axiata’s decision to 

divest from M1.

1. Get out of illiquid investments 
At the moment, it is in Axiata’s best inter-

est to hold liquid investments. KCL and 

SPH will take M1 private to facilitate its 

business transformation, leaving minority 

investors with non-tradable shares, i.e. 

illiquid assets. Having set other Capex-

heavy priorities for the coming years, 

Axiata has decided to divest all its shares 

in M1 and make the proceeds from the 

sale available to the Group. 

2. Stay away from intensifying 
competition
M1’s outlook is concerning for at least 

two reasons. One, M1’s performances 

have not met investors’ expectations so 

far, with the company being traded at a 

discount as compared to its peers.  

Two, the telecom market in Singapore 

is getting ready to welcome a fourth 

mobile player, TPG Telecom, which is 

likely to initiate a price war.  

SINGAPORE 
TELECOM MARKET

EXHIBIT 1
Premium paid for M1
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Source: Voluntary Conditional General Offer document from Konnectivity, 
7 January 2019.
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M1 is widely perceived as the most 

vulnerable player as its mobile revenue 

from Singapore market accounts for 

52% of its operating revenue in FY18 (vs. 

SingTel’s 11.5% and StarHub’s 35%). 

3. Free up capital to finance 
the Group’s digital transformation 
Axiata envisions the Group to become 

the New Generation Digital Champion 

by 2022. The sale of its shares in M1 

could be used to fund its digital transfor-

mation process as well as to refocus its 

efforts on core markets such as Malaysia 

and Sri Lanka.

In 1H18, M1 contributed MYR60 million 

(~USD15 million) to Axiata, accounting 

for ~10% of the Group’s net profit of 

MYR591 million (~USD145 million). 

Following the disposal of its investment 

in M1, Axiata will have to make it up for 

this loss by strengthening its brand in 

the digital business. 

But, given the challenges posed by an 

extremely complex ecosystem of con-

nectivity providers, equipment vendors, 

platform developers, software houses, 

application vendors and system inte-

grators, will Axiata be able to find the 

right angle to monetize the new digital 

technologies soon enough?

Post-Axiata era: a tough way ahead 
for M1 

M1 is expected to be facing a tough way 

ahead, both operationally and finan-

cially, due to the intensifying competi-

tion and the internal disruption brought 

about by its business transformation.

Competition will heat up as a 
fourth player is expected to launch 
its services in 2Q2019

TPG Telecom, which paid SGD105 mil-

lion (~USD75 million) in 2016 to secure 

the spectrum needed to operate as 

the 4th telco in Singapore, is expected 

to launch its services in 2Q2019 with a 

year-long trial of free mobile services 

for the first 20,000 customers. 

The case resembles what happened in 

India in 2016, when Reliance Jio entered 

the market with its half-year-long free 

mobile services, capturing 100 million 

subscribers in 170 days. As a result of 

that price war, the industry ARPU in 

India declined sharply, putting pres-

sure on the operators’ profit margins. 

Although the market conditions in India 

and Singapore are nowhere alike, similar 

effects can be anticipated in Singapore, 

too. Industry-wide ARPU erosion and 

profit decline both seem inevitable in 

the short term. 

EXHIBIT 2
M1’s ownership change

Source: Voluntary Conditional General Offer document from Konnectivity, 
Telegeography, Value Partners analysis.
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As the smallest operator among the 

3 existing players, M1 is undoubtedly 

the most exposed to the entrance of 

TPG Telecom. With 80% of its revenue 

coming from the Singapore market 

(vs. StarHub’s 50% and SingTel’s 13%), 

M1 needs to brace itself by improving 

customer satisfaction, especially among 

its post-paid subscribers. 

KCL and SPH bet on a successful 
transformation of M1 to unlock its 
intrinsic value

KCL and SPH are set to improve M1’s busi-

ness in 4 main areas, namely Digital trans-

formation, Cost management, Growth 

opportunities, Network restructuring. 

M1’s transformation will require substan-

tial investments, which will add onto 

M1’s escalating costs (EBITDA declined 

by 10.3% YoY in 4Q2018) and the 

upcoming investments for 5G, including 

spectrum and network rollout.

However, KCL and SPH might benefit 

from some synergies between the telco 

business and their respective industries. 

For instance, NB-IoT applications for 

KCL’s business in the gas, electricity and 

urban logistics. Or enterprise services, 

including digital solutions and plat-

forms, by leveraging Keppel T&T’s data 

centers. But have KCL and SPH laid out 

a clear plan to unlock this value, con-

sidering people, culture, organization, 

governance and leadership? 

EXHIBIT 3
India telecom market, Mobile segment, ARPU

Source: BMI, company annual reports, Value Partners analysis.
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EXHIBIT 4
Mobile service revenue and ARPU YoY changes by player

EXHIBIT 5
Pay-TV subscriber market share by player, %

MOBILE SERVICE REVENUE, Q3 2017 VS. Q3 2018 
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LG Uplus will acquire major control 
of CJ HelloVision

On 14 February 2019, LG Uplus’ Board of 

Directors approved the company’s plan 

to acquire 50% plus 1  share of CJ Hello-

Vision, the largest CATV player in Korea, 

for KRW800 billion (~USD700 million). 

The price paid per share, KRW20,659, 

implies a 97% premium on CJ HelloVi-

sion’s closing price on 14 February 2019, 

i.e. KRW10,500. LG Uplus’s valuation of 

CJ HelloVision suggests an EV/EBITDA 

of 5.8x (including the premium paid for 

the acquisition of a majority stake).

SK Telecom also announced plan to 
acquire Tbroad

Just one week after LG Uplus an-

nounced its plan to acquire a majority 

stake in CJ HelloVision, Korea’s largest 

mobile operator SK Telecom (SKT) also 

signed an MoU for a takeover of the 

country’s No.2 CATV operator, Tbroad, 

on 18 February 2019.

Consolidation moves are reshaping 
the pay-TV 

Korea’s pay-TV market has long been 

dominated by CATV until the emer-

gence of IPTV in 2008. Since then, IPTV 

has been growing rapidly and overtook 

CATV’s in terms of subscribers in 2018, 

while satellite TV has been holding a 

~10% share since 2003. Following the 

acquisition of CJ HelloVision, LG Uplus is 

expected to become Korea’s 2nd largest 

player in the overall pay-TV market, with 

an estimated subscriber market share 

of 24.7%. For its part, SK Telecom, if 

the acquisition of Tbroad goes through, 

will become the #3 player with a 23.6% 

share. Such moves are reshaping the 

industry, with the top 3 telecom opera-

tors now dominating the pay-TV arena, 

and the pure CATV players stepping out 

of the stage.

What is driving Korean telcos’ interest 
over CATV operators?

As Telco business is currently being 

challenged by declining mobile ser-

vice revenue, pay-TV seems to be the 

next growth engine of the industry. In 

3Q2018, the leading telcos, namely SK 

Telecom, KT, and LG Uplus, all suffered 

a significant decline in their mobile 

service revenue (YoY change: -8.5%, 

-3.1%, -5.3%, respectively), due to the 

increasing competition from MVNOs 

(now holding 12% of the market, vs. 0% 

in 2011) and an industry-wide declining 

ARPU (YoY change: -8% on average for 

the top 3 telcos). 

PAY-TV MARKET
IN KOREA
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However, aggregate pay-TV sales of the 

3 leading players reached KRW935 bil-

lion (~USD820 million) in 3Q2018, up by 

23.1% from a year ago. Hence, the shared 

belief that strengthening the pay-TV 

business would help telcos improve their 

performances overall. 

In a market such as Korea where pay-

TV household penetration has already 

reached approx. 150%, acquiring new-

to-payTV customers is a challenging job. 

Therefore, telcos have decided to scale 

up their pay-TV business by acquiring 

CATV players and migrating their sub-

scribers to IPTV. Usually much smaller 

in size, CATV players have been losing 

shares of the market to IPTV players, 

who are all deep-pocket telco players, 

as the customer acquisition costs keep 

rising and investments for contents and 

network upgrades are more frequently 

needed. CATV players have made a 

more rational choice between the two 

options: to compete head-to head with 

telcos by means of capital expenditure 

or to cooperate with them by means of a 

merger or an acquisition.

However, following the acquisition of 

CATV operators, IPTV players face a big 

challenge, i.e. to align CATV’s ARPU to 

that of IPTV’s. According to market data 

from Korea Communication Commission 

(KCC), monthly ARPU for IPTV ser-

vices is ~66% higher than that of CATV 

services, i.e. KRW12,435 (~USD10.9) 

vs. KRW 7,500 (~USD6.6). Migrating 

customers from CATV to IPTV does not 

in itself justify higher customer spend-

ing. IPTV players will have to deliver 

premium contents and offer a superior 

customer experience to upsell their 

services to their new customers. But 

are they equipped to do so? Would the 

multi-play offer and customer-centric 

strategy be enticing enough to lure the 

existing CATV subscribers? 

EXHIBIT 6
Korea pay-TV market overview

Source: Korea Communication Commission (KCC), Ministry of Science and ICT (MSIT), 
Value Partners analysis
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KT and large CATV operators are also 
looking for consolidation opportunities

Currently, among the 3 IPTV operators 

in Korea, only KT has not made a move 

yet. However, rumors have been spread 

that KT is eyeing D’live, which is owned 

by MBK Partners, a private equity firm. 

During its 3Q2018 earnings conference 

call, KT disclosed that “we are consider-

ing acquiring an MSO (Multiple System 

Operator) in a bid to overcome growth 

stagnation of KT SkyLife [the only 

satellite TV player in Korea, subsidiary 

of KT]”. If KT closes a deal with D’live, 

which is the 3rd largest CATV operator 

holding a 7.2% market share, KT’s share 

will jump to 37.9%, strengthening its #1 

position in the pay-TV market. 

For the remaining CATV operators, 

the future does not look so bright. By 

nature, telcos have a greater advan-

tage over CATV operators in terms of 

network and bundling services (e.g. 

triple-play). By contrary, CATV opera-

tors, the small ones above all, face inten-

sifying financial pressure from network 

upgrade needs and customers’ requests 

for premium contents. With little sur-

prise, the 4th and the 5th largest cable 

TV operators (CMB and Hyundai HCN) 

are also said to be potential targets for 

M&A deals. But where are the buyers?

EXHIBIT 7
Korea, ARPU of CATV vs. IPTV

KOREA, MONTHLY ARPU BY PAY-TVPLATFORM, 2016, KRW

Source: Korea Communication Commission (KCC), Value Partners analysis.
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Value Partners is a global management 

consulting firm with a proven track record 

in the Telecoms, Media, and Technology 

(TMT) industry. 

We have worked for the vast majority 

of TMT players around the world over 

the past 25 years, including regulators, 

government agencies, industry 

associations, service providers, and 

strategic investors. 

We also possess one of the largest TMT 

practices worldwide, as we collaborate 

with the leading Telecom, Media, and 

Content players globally, on projects that 

span the full universe of telecom & media 

technologies – fixed, wireless, broad-

band, satellite, broadcast – and range 

from customer segmentation, to product 

launch, market entry, strategic alliances, 

and M&A.

Over the past decades, we have advised 

most of the leading private equity firms 

on multiple transactions, supporting 

them in a seamless and holistic man-

ner through both buy-side and sell-side 

services, including origination (target 

identification and target readiness), 

deal execution (due diligence, valuation 

and negotiation), portfolio management 

(post-deal integration, business 

enhancement and transformation), 

exit planning (exit story, buyers 

identification, vendor due diligence), 

sale execution (sale process, due 

diligence process), and closing (bid 

evaluation, negotiation support).
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