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China Tower (788 HK)

1H25 results in-line; Maintain HOLD

China Tower released its 1H25 earnings. Revenue went up by 2.8%/0.2%
YoY/HoH to RMB49.6bn (vs. BBG consensus: RMB49.7bn). NP went up by
8.0%/6.6% YoY/HoH to RMB5.8bn (vs. BBG consensus: RMB5.7bn). NPM
slightly improved to 11.6%, 0.6ppt higher than 1H24/FY24. 1H25 revenue/NP
accounted for 49%/50% of our FY25 projections, similar to 1H24. 1H25 EBITDA
increased by 3.6% YoY to RMB34.2bn; while EBITDA margin was 69.0% (vs.
68.5% in 1H24). China Tower’s FCF declined by 14.7% YoY to RMB16.3bn from
a high base, but still remained at a very healthy level (CFO grew 172% HoH).
The Company declared a 1H25 dividend of RMBO0.13 per share, increasing
shareholder returns. Maintain HOLD, with TP adjusted to HK$13.1 (prev.
HK$13.7).

B We maintain our previous outlook: legacy business to remain stable;
while DAS and Two Wings business to realize double-digit growth. By
segment, Tower revenue (76% of 1H25 revenue) was stable at RMB37.8bn
in 1H, flattish YoY. DAS (9%) and Two Wings (14%) businesses continued
to grow by double digits, reaching RMB4.7bn (+12% YoY) and RMB13.4bn
(+15% YoY). China telcos’ capex is guided to shrink another 9% to
RMB289.8bn this year on top of a 9% decrease in 2024, with a greater share
towards computing instead of 5G (e.g., China Mobile announced that
25%/42% of its capex will be spent on computing/5G in 2025 vs. 23%/38%
in 2024). In addition, the telcos are likely to remain focusing on operation
optimization. We anticipate China Tower’s legacy revenue to stay at a
similar level going forward, and the rest of the business to continue double-
digit growth, benefiting from ongoing 5G rollouts and rising demand for
indoor and underground coverage upgrades. We expect the overall
revenue to be RMB100bn in 2025E (+3% YoY).

B China Tower to further enhance shareholder returns. In 2024, the
Company’s full-year DPS was RMBO0.42, up 11.5% YoY. This represented
a payout ratio of 76%. In 1H25, the Company increased its mid-term DPS
again by 21.6% YoY to RMBO0.13. The stock’s dividend vyield is 4.1% (vs.
CM/CT/CU: 5.9%/4.8%/4.6% per BBG).

B Maintain HOLD, given limited topline/EBITDA upside (2.7%/3.1% YoY in
2025E by our estimates). We slightly adjust down 2025E EBITDA forecast
to reflect continued industry headwinds and lagging legacy tower business.
TP is HK$13.1, based on the same 4.0x FY25E EV/EBITDA, which is the 5-
year avg. Upside risks include better-than-expected macroeconomic
recovery, increased spending from the domestic telcos, and further
shareholder return enhancement. Downside risks include continued cost
optimization from domestic telcos, and deteriorating dividend payout ratio.

Earnings Summary

(YE 31 Dec) FY23A FY24A FY25E FY26E FY27E
Revenue (RMB mn) 94,009 97,772 100,409 102,468 104,352
YoY growth (%) 2.0 4.0 2.7 2.0 18
EBITDA (RMB mn) 63,551.0 66,559.0 68,642.6 70,510.1 72,276.7
Net profit (RMB mn) 9,750.0 10,729.0 11,516.0 11,954.6 12,454.9
YoY growth (%) 11.0 10.0 7.3 3.8 4.2
EPS (Reported) (RMB) 0.56 0.61 0.66 0.68 0.71
P/E (x) 18.7 17.0 15.9 15.3 14.7

Source: Company data, Bloomberg, CMBIGM estimates
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Figure 1: Earnings revision

New old Diff (%)

RMBmn FY25E FY26E FY27E FY25E FY26E FY27E FY25E FY26E FY27E
Revenue 100,409 102,468 104,352 = 101,796 104,386 108,429 -1% 2% -4%
EBITDA 68,643 70,510 72,277 69,055 71,216 74,458 -1% -1% -3%
Net profit 11,516 11,955 12,455 12,121 13,718 16,107 -5% -13% -23%
EPS (RMB) 0.66 0.68 0.71 0.69 0.78 0.92 -5% -12% -23%
EBITDA margin 68.4% 68.8% 69.3% 67.8% 68.2% 68.7% 0.5 ppt 0.6 ppt 0.6 ppt
Net margin 11.5% 11.7% 11.9% 11.9% 13.1% 14.9% @ -04ppt  -15ppt  -2.9 ppt

Source: CMBIGM estimates

Figure 2: CMBIGM estimates vs. Bloomberg consensus

CMBIGM BBG Consensus Diff (%)
FY26E FY25E FY26E FY26E
Revenue 100,409 102,468 104,352 101,914 105,723 111,682 -1% -3% -7%
EBITDA 68,643 70,510 72,277 68,301 70,168 74,611 1% 0% -3%
Net profit 11,516 11,955 12,455 13,065 21,305 29,547 -12% -44% -58%
EPS (RMB) 0.66 0.68 0.71 0.74 0.99 1.49 -11% -31% -52%
EBITDA margin 68.4% 68.8% 69.3% 67.0% 66.4% 66.8% 1.3 ppt 2.4 ppt 2.5 ppt
Net margin 11.5% 11.7% 11.9% 12.8% 20.2% 26.5% -1.4 ppt -8.5 ppt -14.5 ppt

Source: Bloomberg consensus, CMBIGM estimates
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Financial Summary

INCOME STATEMENT 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec (RMB mn)

Revenue 92,170 94,009 97,772 100,409 102,468 104,352
Operating expenses (78,858) (79,507) (81,442) (83,381) (85,207) (86,888)
Selling expense (49,532) (49,049) (50,229) (51,614) (53,249) (54,813)
Other rental related expenses (5,857) (5,393) (5,504) (5,392) (5,400) (5,395)
Others (23,469) (25,065) (25,709) (26,375) (26,558) (26,680)
Operating profit 13,312 14,502 16,330 17,029 17,261 17,464
Other income 1,095 1,114 365 402 410 418
EBITDA 62,844 63,551 66,559 68,643 70,510 72,277
Interest income 124 43 63 76 176 305
Interest expense (3,003) (2,827) (2,639) (2,353) (2,117) (1,798)
Other income/expense 0 0 0 0 0 0
Pre-tax profit 11,528 12,832 14,119 15,153 15,730 16,389
Income tax (2,741) (3,082) (3,389) (3,637) (3,776) (3,934)
After tax profit 8,787 9,750 10,730 11,516 11,955 12,455
Minority interest 0 0 1 0 0 0
Net profit 8,787 9,750 10,729 11,516 11,955 12,455
BALANCE SHEET 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec (RMB mn)

Current assets 49,706 78,083 91,360 92,159 96,744 99,213
Cash & equivalents 5,117 3,955 2,598 4,868 12,535 17,600
Account receivables 42,260 71,685 85,907 84,467 81,327 78,678
Inventories 0 0 0 0 0 0
Prepayment 2,329 2,443 2,855 2,825 2,883 2,936
Other current assets 0 0 0 0 0 0
Contract assets 0 0 0 0 0 0
Non-current assets 255,854 247,924 241,474 233,576 224,617 214,782
PP&E 209,377 201,542 192,770 183,787 174,420 164,755
Right-of-use assets 31,578 31,083 32,247 32,935 33,108 32,785
Intangibles 0 0 0 0 0 0
Goodwill 0 0 0 0 0 0
Other non-current assets 14,899 15,299 16,457 16,854 17,089 17,241
Total assets 305,560 326,007 332,834 325,736 321,361 313,995
Current liabilities 65,158 63,934 75,799 70,418 69,152 65,285
Short-term borrowings 25,597 23,786 28,525 29,418 26,693 23,748
Account payables 26,646 28,286 33,269 27,252 28,895 28,284
Other current liabilities 5,510 4,825 6,280 6,839 6,747 6,592
Lease liabilities 7,127 6,864 7,378 6,818 6,727 6,572
Contract liabilities 0 0 0 0 0 0
Accrued expenses 278 173 347 91 90 88
Non-current liabilities 46,811 64,379 57,056 52,265 45,954 39,085
Long-term borrowings 31,448 49,329 41,084 35,506 29,421 22,930
Other non-current liabilities 15,363 15,050 15,972 16,759 16,534 16,155
Total liabilities 111,969 128,313 132,855 122,683 115,106 104,370
Share capital 176,008 176,008 176,008 176,008 176,008 176,008
Retained earnings 17,583 21,686 23,970 27,044 30,246 33,616
Total shareholders equity 193,591 197,694 199,978 203,052 206,254 209,624
Minority interest 0 0 1 1 1 1
Total equity and liabilities 305,560 326,007 332,834 325,736 321,361 313,995

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 3
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CASH FLOW 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec (RMB mn)

Operating

Profit before taxation 8,787 9,750 10,729 11,516 11,955 12,455
Depreciation & amortization 49,532 49,049 50,229 51,614 53,249 108,062
Change in working capital (7,454) (29,286) (15,656) (6,052) 3,328 610
Others 14,269 3,327 4,166 3,908 3,292 2,791
Net cash from operations 65,134 32,840 49,468 60,986 71,823 123,918
Investing

Capital expenditure (28,639) (33,464) (29,783) (45,698) (46,635) (47,492)
Acquisition of subsidiaries/ investments 0 0 0 0 0 0
Others 982 1,559 1,804 2,158 2,292 2,426
Net cash from investing (27,657) (31,905) (27,979) (43,540) (44,342) (45,066)
Financing

Dividend paid (4,618) (5,653) (8,442) (8,442) (8,752) (9,086)
Net borrowings (21,870) 15,997 (1,905) (4,685) (8,810) (9,436)
Proceeds from share issues 0 0 0 0 0 0
Others (12,337) (12,440) (12,498) (2,049) (2,252) (2,017)
Net cash from financing (38,825) (2,096) (22,845) (15,176) (19,814) (20,538)

Net change in cash

Cash at the beginning of the year 6,471 5,117 3,955 2,598 4,868 12,535
Exchange difference (6) 1) 1) 0 0 0
Cash at the end of the year 5,117 3,955 2,598 4,868 12,535 17,600
GROWTH 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec

Revenue 6.5% 2.0% 4.0% 2.7% 2.0% 1.8%
Operating profit 2.1% 8.9% 12.6% 4.3% 1.4% 1.2%
EBITDA (0.3%) 1.1% 4.7% 3.1% 2.7% 2.5%
Net profit 19.9% 11.0% 10.0% 7.3% 3.8% 4.2%
PROFITABILITY 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec

Operating margin 14.4% 15.4% 16.7% 17.0% 16.8% 16.7%
EBITDA margin 68.2% 67.6% 68.1% 68.4% 68.8% 69.3%
Return on equity (ROE) 4.6% 5.0% 5.4% 5.7% 5.8% 6.0%
GEARING/LIQUIDITY/ACTIVITIES 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec

Current ratio (x) 0.8 1.2 1.2 1.3 1.4 15
VALUATION 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec

P/E 20.8 18.7 17.0 15.9 15.3 14.7

Source: Company data, CMBIGM estimates. Note: The calculation of net cash includes financial assets.
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Disclosures & Disclaimers

Analyst Certification

The research analyst who is primary responsible for the content of this research report, in whole or in part, certifies that with respect to the securities or issuer
that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about the subject securities or issuer; and (2)
no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific views expressed by that analyst in this report.

Besides, the analyst confirms that neither the analyst nor his/her associates (as defined in the code of conduct issued by The Hong Kong Securities and Futures
Commission) (1) have dealt in or traded in the stock(s) covered in this research report within 30 calendar days prior to the date of issue of this report; (2) will
deal in or trade in the stock(s) covered in this research report 3 business days after the date of issue of this report; (3) serve as an officer of any of the Hong
Kong listed companies covered in this report; and (4) have any financial interests in the Hong Kong listed companies covered in this report.

CMBIGM Ratings

BUY : Stock with potential return of over 15% over next 12 months

HOLD : Stock with potential return of +15% to -10% over next 12 months

SELL : Stock with potential loss of over 10% over next 12 months

NOT RATED : Stock is not rated by CMBIGM

OUTPERFORM : Industry expected to outperform the relevant broad market benchmark over next 12 months
MARKET-PERFORM : Industry expected to perform in-line with the relevant broad market benchmark over next 12 months
UNDERPERFORM : Industry expected to underperform the relevant broad market benchmark over next 12 months

CMB International Global Markets Limited

Address: 45/F, Champion Tower, 3 Garden Road, Hong Kong, Tel: (852) 3900 0888 Fax: (852) 3900 0800

CMB International Global Markets Limited (“CMBIGM”) is a wholly owned subsidiary of CMB International Capital Corporation Limited (a wholly owned
subsidiary of China Merchants Bank)

Important Disclosures

There are risks involved in transacting in any securities. The information contained in this report may not be suitable for the purposes of all investors. CMBIGM
does not provide individually tailored investment advice. This report has been prepared without regard to the individual investment objectives, financial position
or special requirements. Past performance has no indication of future performance, and actual events may differ materially from that which is contained in the
report. The value of, and returns from, any investments are uncertain and are not guaranteed and may fluctuate as a result of their dependence on the
performance of underlying assets or other variable market factors. CMBIGM recommends that investors should independently evaluate particular investments
and strategies, and encourages investors to consult with a professional financial advisor in order to make their own investment decisions.

This report or any information contained herein, have been prepared by the CMBIGM, solely for the purpose of supplying information to the clients of CMBIGM
or its affiliate(s) to whom it is distributed. This report is not and should not be construed as an offer or solicitation to buy or sell any security or any interest in
securities or enter into any transaction. Neither CMBIGM nor any of its affiliates, shareholders, agents, consultants, directors, officers or employees shall be
liable for any loss, damage or expense whatsoever, whether direct or consequential, incurred in relying on the information contained in this report. Anyone
making use of the information contained in this report does so entirely at their own risk.

The information and contents contained in this report are based on the analyses and interpretations of information believed to be publicly available and reliable.
CMBIGM has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIGM provides
the information, advices and forecasts on an "AS IS" basis. The information and contents are subject to change without notice. CMBIGM may issue other
publications having information and/ or conclusions different from this report. These publications reflect different assumption, point-of-view and analytical
methods when compiling. CMBIGM may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in
this report.

CMBIGM may have a position, make markets or act as principal or engage in transactions in securities of companies referred to in this report for itself and/or
on behalf of its clients from time to time. Investors should assume that CMBIGM does or seeks to have investment banking or other business relationships with
the companies in this report. As a result, recipients should be aware that CMBIGM may have a conflict of interest that could affect the objectivity of this report
and CMBIGM will not assume any responsibility in respect thereof. This report is for the use of intended recipients only and this publication, may not be
reproduced, reprinted, sold, redistributed or published in whole or in part for any purpose without prior written consent of CMBIGM.

Additional information on recommended securities is available upon request.

For recipients of this document in the United Kingdom
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