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China Unicom (00762.HK)

Sustained Business Growth and Enhanced Dividend Payout Bolster Market
Confidence

China | Telecom Services |

China Unicom (00762.HK) demonstrated robust financial performance and a continuously
optimizing business structure in 2024. Its annual results not only slightly exceeded market
expectations but also underscored the strategic effectiveness of the company's two core
businesses: Connectivity and Communications (CC) and Computing and Digital Smart
Applications (CDSA). Final dividend of RMB0.1562 per share (pre-tax), which, together with
the interim dividend, brings the full-year dividend to RMBO0.4043 per share (pre-tax). This
represents a year-on-year increase of 20.1%, significantly higher than the earnings growth.
The dividend payout ratio reached 60% in 2024, an increase of 5 percentage points yoy,
clearly reflecting the company's strong commitment to shareholder returns and confidence
in its future.

2024 Annual and 2025 First Quarter Performance Review

For the full year 2024, China Unicom's operating revenue reached RMB389.6 billion, a
steady yoy increase of 4.6%, leading the industry in growth rate. Service revenue amounted
to RMB345.98 billion, up 3.2% yoy, with a continuous optimization of the revenue mix. Profit
attributable to equity shareholders of the Company reached RMB20.6 billion, a substantial
10.1% yoy increase, and return on equity (ROE) rose to 5.8%. The growth in these key
financial indicators primarily stemmed from the company's effective implementation of cost
control and operational efficiency enhancements. Notably, gross profit on sales of
telecommunications products was RMB1.14 billion. Although accounts receivable increased
from RMB38.69 billion in 2023 to RMB53.73 billion in 2024, an increase of 38.9%, the
company emphasized that due to its large customer base, there is no significant
concentration of credit risk regarding customer receivables.

Entering the first quarter of 2025, China Unicom maintained its steady growth trajectory.
Operating revenue reached RMB103.35 billion, a yoy increase of 3.9%. Profit before income
tax was RMB7.60 billion, and profit attributable to equity shareholders of the Company
reached RMB5.93 billion, growing 5.6% yoy. First quarter service revenue was RMB90.88
billion, an increase of 2.1% compared to RMB89.04 billion in the first quarter of 2024. Sales
of telecommunications products revenue also rose from RMB10.45 billion to RMB12.47
billion, an increase of 19.3%. These figures indicate that the company has maintained strong
operational momentum into the new fiscal year.

Analyzing the performance of its business segments, China Unicom's two core businesses—
Connectivity and Communications (CC) and Computing and Digital Smart Applications
(CDSA)—both achieved steady growth and structural optimization. The CC business, serving
as the company's "steady support", generated revenue of RMB261.33 billion in 2024, a 1.5%
yoy increase, accounting for 76.0% of service revenue. The subscriber base reached a new
record high, with mobile subscribers totaling 340 million, a net addition of 10.68 million;
fixed-line broadband subscribers exceeded 120 million, with a net addition of 8.84 million,
with both mobile and broadband subscriber bases reaching historical highs. The average
monthly ARPU for integrated package subscribers remained above RMB100. The number of
Internet of Things (loT) connections surpassed 620 million, with a net addition of 130
million, and 5G loT business scale led the industry. The number of Internet of Vehicles (loV)
connections reached 76 million, maintaining the leading position in the industry.
Furthermore, the Gewu Industrial Internet platform managed over 12 million devices,
accounting for one-eighth of the total number of devices nationwide. TV connectivity and
information services also achieved innovative breakthroughs, with subscriber bases for key
products such as Unicom UHD, Unicom Cloud Drive, and Unicom Housekeeper continuously
expanding, leading to significant revenue growth. In the first quarter of 2025, the CC
business continued its steady performance, with mobile subscribers reaching 349 million, a
net addition of 4.78 million; fixed-line broadband subscribers at 124 million, a net addition
of 1.92 million; and 10T connections reaching 663 million, a net addition of 38.4 million.

PhillipCapital

30 May 2025

Neutral
CMP HKD9.67
(Closing price as of 28 May)
Target HKD 9.19 (-4.9%)

COMPANY DATA
0/S SHARES (MN) :

30,598.124345

MARKET CAP (HKD MN) : 298943.7
52 - WK HI/LO (HKD): 11.56/5.61
SHARE HOLDING PATTERN, %

China United Network Communications 80.67%

Group Company Limited

PRICE VS. HSI

80%

60%

o & o
& & &
¥ o e\

r\/b
o
K y
—o9fLHK 7 HangSeng Inflex &

Source: Phillip Securities (HK) Research

KEY FINANCIALS

RMB mn FY23 FY24 FY25E FY26E
Revenue 372,597 389,589 406,760 420,679
Net profit 18,726 20,613 22,249 23,981
Reported EPS 0.61 0.67 0.73 0.78
P/E ratio, x 14.3 13.5 12.5 11.6

Dividend Yield, % 3.8% 4.5% 5.4% 6.3%

Source: Company reports, Phillip Securities Est.
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The CDSA business generated revenue of RMB82.49 billion in 2024, a substantial yoy
increase of 9.6%, accounting for 24.0% of service revenue. Unicom Cloud revenue
reached RMB68.6 billion, up 17.1% yoy. Data center revenue was RMB25.9 billion, a
7.4% yoy increase. Intelligent computing business showed strong growth, with newly
signed contract value exceeding RMB26 billion last year. The company cumulatively
implemented over 29,000 industrial Internet projects and established over 7,100 5G
factories, achieving leadership in service capability and market position. In digital
government services, intelligence services revenue reached RMB7.1 billion, up 26.5%
yoy; data services revenue reached RMB6.4 billion, up 20.8% yoy, indicating the
company's continued deep cultivation and breakthroughs in areas such as digital
government and intelligent urban governance. International business also
accelerated its growth, with revenue reaching RMB12.5 billion, a 15.2% yoy increase.
It also expanded its branch network globally to enhance globalized operations,
particularly in the loV sector, serving the overseas expansion of leading Chinese
automotive enterprises and facilitating the development of the intelligent connected
new energy vehicle industry. In the first quarter of 2025, the CDSA business achieved
a breakthrough in scale, with Unicom Cloud revenue reaching RMB19.72 billion. Data
center revenue was RMB7.22 billion, a yoy increase of 8.8%. Intelligence services
revenue reached RMB2.10 billion, up 14.0% yoy, and data services revenue was
RMB1.84 billion, up 11.3% yoy. The company cumulatively implemented 30,000
"5G+Industrial Internet" projects and established over 7,500 5G factories, further
solidifying its leading position in industry applications.

Regarding operating costs, the total operating costs in 2024 amounted to RMB373.56
billion, a 4.5% yoy increase, with its percentage of operating revenue slightly
decreasing to 95.9%. Depreciation and amortization charges were RMB83.39 billion,
down 1.7% yoy, with its percentage of operating revenue decreasing from 22.8% to
21.4%. This primarily benefited from the company's precise investment, network "co-
build co-share," and optimization efforts in recent years. However, due to factors
such as the expanding scale of the network, network, operation, and support
expenses increased by 7.2% to RMB64.32 billion, with its percentage of operating
revenue increasing from 16.1% to 16.5%. Employee benefit expenses increased by
3.2% yoy to RMB64.93 billion, but its percentage of operating revenue slightly
decreased to 16.7%, reflecting the company's efforts to optimize human resource
efficiency. General and administrative expenses decreased by 7.4% yoy to RMB5.12
billion, while selling and marketing expenses increased by 3.2% yoy to RMB36.98
billion, with both their percentages of operating revenue decreasing, indicating the
company's achievements in enhancing quality and efficiency and improving resource
allocation efficiency. Other operating expenses increased by 7.2% to RMB65.13
billion, primarily due to the continuous growth of the CDSA business, leading to an
increase in associated project costs. In the first quarter of 2025, depreciation and
amortization expenses were RMB20.20 billion, a decrease of 4.6% compared to
RMB21.18 billion in the first quarter of 2024, confirming the ongoing benefits of
precise investment and network optimization.

Regarding capital expenditure, the company's capital expenditure in 2024 was
RMB61.37 billion, a 17% yoy decrease, while computing power investment increased
by 19% year-on-year. This reflects the company's precise investment strategy,
optimizing its investment structure by allocating more resources to high-growth
potential computing power areas to solidify the foundation for high-quality
development. The company anticipates capital expenditure of RMB55.0 billion in
2025, with computing power investment expected to increase by 28% yoy. Special
budget allocations have also been made for key Al infrastructure and major projects,
further underscoring its strategic focus. In 2024, the company's net cash flow from
operating activities was RMB89.40 billion, and free cash flow after deducting capital
expenditure for the year was RMB28.03 billion. Although the company's current
liabilities exceeded current assets by RMB111.9 billion, management emphasized
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that its continuous net cash inflows from operating activities, sufficient revolving
banking facilities of RMB229.1 billion (of which RMB220.9 billion was unutilized as at
31 December 2024), and good credit history will ensure the company has ample
funds to meet its working capital commitments, expected capital expenditure, and
debt obligations.

Investment Thesis

China Unicom's robust performance in its Connectivity and Communications (CC)
business provides a solid foundation. Its large subscriber base and stable ARPU
ensure core revenue streams. More critically, the company's Computing and Digital
Smart Applications (CDSA) segment demonstrates strong growth momentum and
significant development potential. As the digital economy flourishes and Al
technology is deeply integrated, the demand for computing power, data centers, and
vertical industry solutions is expected to continue its upward trajectory. China
Unicom, through a precise capital expenditure strategy, is gradually shifting its
investment focus towards high-value, high-growth computing power infrastructure,
while vigorously developing cloud services and intelligent applications. This
effectively optimizes its business structure and enhances profitability. Furthermore,
the company's consistently optimized dividend policy, with dividend growth
outpacing profit growth, underscores its commitment to shareholder returns and
confidence in future cash flows. We expect FY2025E-FY2026E EPS to be RMB 0.73
and RMB 0.78 respectively, with PT of HK$9.19, implies a FY2025E P/E of 11.9x (~3-
months historical average plus 1 standard deviation). Our investment rating is
“Neutral”.

Risk factors

1) Business growth may be lower than expected; 2) Macroeconomic downward
pressure continues, and corporate customers' spending on digital transformation and
ICT solutions may slow down; 3) Policy risks of the government pushing for more
price cuts.
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Financial
C lidated of Profit or Loss C of Financial Position
Dec V/E, RMEBE mn Fy22 Fy23 FY24 FY25E FY26E Dec V/E, RMB mn Fy22 Fy23 Fy24 FY25E FY26E
Revenue 354,944 372,597 389,589 406,760 420,679 Non Current Asset
Interconnection charges (10,947) (11,292) (11,222) (12,024) (12,615) PPE 352,433 355,995 351,530 344,022 336,509
Depreciation and amortisation (86,829) (84,847) (83,392) (85,066) (83,375) Others 143,987 146,955 160,907 162,953 165,042
Network, operation and support expenses (56,425) (60,026) (64,320) (68,036) (71,580) Total Non Current Assets 496,420 502,950 512,437 506,975 501,551
Employee benefit expenses (60,726) (62,939) (64,931) (67,236) (68,317) Current Asset
Costs of telecom. products sold (34,720) (36,403) (42,466) (44,551) (47,096) Inventory 1,882 2,217 2,463 2,829 3,141
Other operating expenses (92,957)  (102,123) (107,223) (111,718) (117,537) Trade and other receivables 26,331 38,692 53,730 77,029 86,130
Finance costs (1,005) (1,981) (1,784) (1,856) (1,769) Bank balance and cash 55,297 47,733 28,480 31,358 44,490
Interest income 1,747 2,105 1,981 1,768 1,861 Others 2,733 69,459 74,127 74,127 74,127
Share of net profit of associates 2,153 2,519 2,592 2,641 2,646 Total Current Assets 146,243 158,101 158,800 185,343 207,888
Share of net profit of joint ventures 1,593 1,803 1,481 2,218 1,888 Total Assets 642,663 661,051 671,237 692,318 709,438
Other income — net 3,850 3,534 4,951 4,514 5,007 Non Current Liabilities
Profit before tax 20,588 22,945 25,254 27,415 29,793 Long-term bank loans 1,528 1,252 1,170 1,104 1,006
Income tax (3.751) (4,023) (4,521) (4,985) (5,616) Other Non-current Liabilities 46,729 42,249 35,825 36,943 39,107
Shareholders Net profit 16,745 18,726 20,613 22,249 23,981 Total Non-current Liabilities 48,257 43,501 36,995 38,047 40,113
Non-controlling interests 92 196 120 181 195 Current Liabilities
Reported EPS, Basic 0.55 0.61 0.67 0.73 0.78 Short-term bank loans 331 681 711 689 656
DPs 0.27 0.34 0.40 0.49 0.57 Trade and other payables 154,838 161,279 163,367 173,359 179,289
Payout ratio 50% 55% 60% 68% 73% Others 95,701 101,692 106,594 106,594 106,594
Total Current Liabilities 250,870 263,652 270,672 280,642 286,540
Equity
Key Financial Data Shareholders® equity 341,619 351,474 361,045 370,924 379,885
Dec Y/E FY22 FY23 FY24 FY25E FY26E Non-controlling interests 1,917 2,424 2,525 2,706 2,901
Valuation Ratio Total equity 343,536 353,898 363,570 373,630 382,786
P/S ratio, x 0.7 0.7 0.7 0.7 0.7 Total Liabilities and Equity 642,663 661,051 671,237 692,318 709,438
P/E ratio, x 15.8 14.3 13.5 12,5 11.6
Dividend Yield, % 3.2% 3.8% 4.5% 5.4% 6.3%
Consoli of Cash Flow
Per share data (HKD) Dec V/E, RMB mn FY22 FY23 Fy24 FY25E FY26E
EPS 0.61 0.67 0.72 0.77 0.83 CFO
BVPS 12.52 12.66 12.55 12.89 13.20 Profit before income tax 20,588 22,945 25,254 27,415 29,793
DPS (HKD) 0.31 0.37 0.44 0.52 0.61 D&A add-back 86,829 84,847 83,392 85,066 83,375
Others 897 (997) (5,300) (4,985) (5,616)
Growth & Margin Net (inc}/dec working capital " 777" (4404)"  (13,984) (13,673) (3.482)
Growth Net cash flow from operating activities 100,537 102,391 89,402 93,823 104,069
Revenue Growth 8.3% 5.0% 4.6% 4.4% 3.4% CFl
Operating Profit Growth 15.7% 21.3% 74% 13.1% 11.2% Purchase of PP&E (72,470) (79,375) (75,740) (77,558) (75,862)
EBITDA Growth 3.0% 0.6% -0.4% 3.8% 0.3% Others 16,358 (6,168) (8,916) (928) 75
Net Profit Growth 16.5% 11.8% 10.1% 7.9% 7.8% Net cash flow from investing act (56,112) (85,543) (84,656) (78,486) (75,787)
Margin
Operating Profit Margin -15.9% -16.1% -16.5% -16.7% -17.0% (7,986) (9,546) (11,683) (12,371) (15,020)
EBITDA Margin 27.9% 26.8% 25.5% 25.4% 24.6% Others (15,824) (14,969) (12,381) (89) (131)
Net Profit Margin 4.7% 5.0% 5.3% 5.5% 5.7% Net cash flows from financing act (23,810) (24,515) (24,064) (12,459) (15,151)
Net Change in Cash 20,615 (7,667) (19,318) 2,878 13,132
Key Ratios Cash and CE at Y/E 55,297 47,733 28,480 31,358 44,490
ROE 4.9% 5.4% 5.7% 6.1% 6.3%
ROA 2.7% 2.9% 3.1% 3.3% 3.4%

Current Price as of: May 28

Source: PSHK Est.
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Total Return Recommendation Rating Remarks
>+20% Buy 1 >20% upside from the current price
+5% to +20% Accumulate 2 +5% to +20%upside from the current price
-5% to +5% Neutral 3 Trade within * 5% from the current price
-5% to -20% Reduce 4 -5% to -20% downside from the current price
<-20% Sell 5 >20%downside from the current price

We do not base our recommendations entirely on the above quantitative return bands. We consider qualitative factors like (but not limited to) a
stock's risk reward profile, market sentiment, recent rate of share price appreciation, presence or absence of stock price catalysts, and speculative
undertones surrounding the stock, before making our final recommendation

GENERAL DISCLAIMER

This publication is prepared by Phillip Securities (Hong Kong) Ltd (“Phillip Securities”). By receiving or reading this publication, you agree to be bound by the terms and
limitations set out below.

This publication shall not be reproduced in whole or in part, distributed or published by you for any purpose. Phillip Securities shall not be liable for any direct or
consequential loss arising from any use of material contained in this publication.

The information contained in this publication has been obtained from public sources which Phillip Securities has no reason to believe are unreliable and any analysis,
forecasts, projections, expectations and opinions (collectively the “Research”) contained in this publication are based on such information and are expressions of belief
only. Phillip Securities has not verified this information and no representation or warranty, express or implied, is made that such information or Research is accurate,
complete or verified or should be relied upon as such. Any such information or Research contained in this publication is subject to change, and Phillip Securities shall not
have any responsibility to maintain the information or Research made available or to supply any corrections, updates or releases in connection therewith. In no event will
Phillip Securities be liable for any special, indirect, incidental or consequential damages which may be incurred from the use of the information or Research made
available, even if it has been advised of the possibility of such damages.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are subject to change at any time
without prior notice.

This material is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any
particular person. The products mentioned in this material may not be suitable for all investors and a person receiving or reading this material should seek advice from a
financial adviser regarding the suitability of such products, taking into account the specific investment objectives, financial situation or particular needs of that person,
before making a commitment to invest in any of such products.

This publication should not be relied upon as authoritative without further being subject to the recipient’s own independent verification and exercise of judgment. The
fact that this publication has been made available constitutes neither a recommendation to enter into a particular transaction nor a representation that any product
described in this material is suitable or appropriate for the recipient. Recipients should be aware that many of the products which may be described in this publication
involve significant risks and may not be suitable for all investors, and that any decision to enter into transactions involving such products should not be made unless all
such risks are understood and an independent determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein
with respect to any product should not be considered to be a disclosure of all risks or a complete discussion of such risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in this research
should take into account existing public information, including any registered prospectus in respect of such security.

Disclosure of Interest

Analyst Disclosure: Neither the analyst(s) preparing this report nor his associate has any financial interest in or serves as an officer of the listed corporation covered in
this report

Firm’s Disclosure: Phillip Securities does not have any investment banking relationship with the listed corporation covered in this report nor any financial interest of 1% or
more of the market capitalization in the listed corporation. In addition, no executive staff of Phillip Securities serves as an officer of the listed corporation.

Availability

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where
such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities to any registration or
licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

Information contained herein is based on sources that Phillip Securities (Hong Kong) Limited (“PSHK”) believed to be accurate. PSHK does not bear responsibility for any
loss occasioned by reliance placed upon the contents hereof. PSHK (or its affiliates or employees) may have positions in relevant investment products. For details of

different product's risks, please visit the Risk Disclosures Statement on http://www.phillip.com.hk.
© 2025 Phillip Securities (Hong Kong) Limited
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