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PLDT Inc.
Proposed bond issuance reduces refinancing risk, a credit
positive, but leverage will stay elevated

On 16 June, PLDT Inc. (Baa2 stable) announced a proposed issuance of a 10- and 30-year
dual tranche US dollar-denominated bond. This will be the first US dollar issuance by PLDT in
more than 18 years.

We expect that most of the proceeds from the issuance will be used to refinance debt
maturities in 2020 and 2021 and to partially finance capital spending. This will reduce PLDT's
refinancing risks over the next 18 months and extend its debt maturity profile; both factors
are credit positive.

However, as shown in Exhibit 1, we expect that leverage will remain elevated at 2.8x-3.0x
in the next 12-18 months and at the top end of our tolerance range for the company's Baa2
rating.

Exhibit 1

PLDT's leverage will remain at 2.8x-3.0x over the next 12-18 months
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Still, PLDT's Baa2 rating reflects its leading revenue market share in the Philippines' duopoly
telecommunications market, as well as its higher operating margin compared with its global
telecommunications peers in the Baa category.

We expect revenue growth of 5%-6% over the next 12-18 months, reflecting strength in
internet and data services, offset by declines in legacy voice and SMS revenue. Data and
broadband, which contributed around 67% of revenue for the 12 months ended March 2020,
will continue to drive earnings and profitability.

http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBC_1234041
https://www.moodys.com/credit-ratings/PLDT-Inc-credit-rating-600012675
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PLDT registered a consolidated adjusted EBITDA margin of 50.3% for the 12 months ended March 2020, which is much higher
compared with its similarly rated global telecommunications peers, which typically have margins of 30%-40%.

With growing service revenue and tight cost management, we expect that the company will maintain margins of 48%-50% and an
adjusted cash flow from operations of PHP70 billion-PHP75 billion in 2020.

PLDT’s initial capital spending guidance of PHP83.1 billion for 2020 was its largest-ever budget and an increase of 14% over the
PHP72.9 billion in 2019. However, with coronavirus outbreak disruptions across manpower and supply chains, PLDT indicated that
20%-25% of this planned capital spending will slide into 2021.

Exhibit 2

PLDT's capital spending will remain high at 40%-45% of revenue in 2020
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PLDT's network investment for the roll-out of its LTE network and further fiber expansion to support increases in data usage and
improving customers' data experience will keep capital spending levels high at 40%-45% of revenue (around PHP65 billion) in 2020.
About 20% of this amount is earmarked for expansion of its home broadband network and can be funded largely from associated
incremental revenue.

While competition in the wireless segment has recently eased, the entry of a third mobile operator, Dito, could strain incumbents'
margins and erode market share. Dito's entry into the Philippines market will intensify price competition and reduce the incumbents’
market share. However, it will take a number of years and substantial cash investment to build a network capable of supporting data
usage and establish a customer base. As a result, we expect that the threat of any significant disruptions to the marketplace over the
next 12 months will be low.

We expect PLDT to maintain prudent management of its balance sheet including a cash balance of around PHP30 billion and strong
access to bank and capital markets. PLDT has a history of prudent financial management, which has helped offset rising debt and
further supported the company's investment grade profile. In addition, we expect foreign-currency exposures to remain manageable
with less than 15% of debt denominated in US dollars.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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Moody’s related publications

» PLDT Inc.: Update to credit analysis (28 May 2020)
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