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Company	Description		
NTT	 is	 a	 telecommunication	 conglomerate	
headquartered	 in	 Tokyo,	 Japan.	 Established	 in	
1952	 by	 the	 Government	 of	 Japan,	 NTT	 was	
initially	 founded	 as	 statutory	 corporation	 and	
was	 later	privatized	 in	1985	and	then	 listed	on	
Tokyo	Stock	Exchange	in	1987.			
	
NTT	has	over	330,000	employees	and	operates	
across	the	globe,	including	major	cities	in	Japan	
and	in	the	US.		
	
Key	Financials	

	

 
Akira	Shimada	 Chief	Executive	Officer	
Takashi	Hiroi	 Chief	Financial	Officer	
Katsuhiko	Kawazoe	 Chief	Technology	Officer		
  
  
  

 
 
 
 
 

(JPY¥)	 FY21A	 FY22A	 FY23E	 FY24E	
Operating	Profit	
(tn)	

1.80	 1.87	 2.26	 2.29	

Gr	Rate	(%)	 4.1	 21.1	 1.1	 1.1	
Margin	(%)	 8	 8	 9	 9	
ROA	(%)	 5	 5	 5	 5	
OCF	Ratio	(%)	 48	 33	 63	 41	
D/E	Ratio	(%)	 89	 96	 93	 104	

Key	Executives		
	
	
	

 
 

Uncertainties	facing	Credit	Profile	
 

Recommendations		
We	 are	 initiating	 coverage	 of	Nippon	 Telegraph	 and	 Telephone	
Corporation	(TYO	9430).	We	have	given	an	issuer	profile	rating	of	
“Neutral”	to	TYO	9430's	credit	outlook.	We	will	be	focusing	on	NTT	
0.583	03/01/24	as	we	prefer	higher	yield	at	the	shorter	end	of	the	
curve.	
	
Recent	Developments	
• NTT's	 "New	Value	Creation	&	 Sustainability	2027,	 to	 invest	

~JPY8,000bn	in	the	next	five	years,	focusing	in	growth	areas	
and	accelerate	cash-generation	ability	for	the	future	

• NTT	 entered	 into	 Phoenix,	 Arizona	 in	 the	 US,	 elevating	
revenue	streams	within	the	Global	Solutions	Business	

• NTT	 is	 the	 first	 AWS	 Direct	 Connect	 Delivery	 partner	 in	
Thailand,	bolstering	cloud	connectivity	

• Japanese	 lawmakers	 are	 reviewing	 to	 ease	 regulations	
governing	NTT	mandating	nationwide	service,	and	decision-
making	limits	

	
Key	Credit	Considerations	
The	 company	 faces	 great	 uncertainties	 stemming	 from	 the	
potential	privatization,	which	in	turn	may	lead	to	downgrading	of	
the	 credit	 profile	 with	 Japanese	 government’s	 withdrawal	 of	
shareholdings	 and	 support.	 Despite	 promising	 operational	
expansion	 and	 likely	 deregulation	 as	 a	 silver	 lining	 to	
privatization,	 we	 conclude	 our	 credit	 analysis	 with	 a	 Neutral	
rating.	
	
Credit	Positives	
• Diversification	of	business	in	high-growth	areas	such	as	data	

centers	 and	 cloud	 services	 sets	 the	 company	well	poised	 to	
capitalize	 revenue	 growth	 and	 enhance	 its	 credit	 profile	
through	secular	growth	

• Japan’s	upbeat	corporates	 to	provide	growth	support	 to	 the	
company.	 Non-manufacturers	 reported	 the	 strongest	
conditions	 since	 1991,	 reflecting	 robust	 recovery	 of	 Japan’s	
economy	 which	 provides	 fundamental	 backstop	 to	 the	
company’s	operations	and	credit	profile	due	to	government’s	
large	shareholding	and	significant	domestic	revenue	

	
Credit	Negatives	
• Potential	 full	 privatization	 of	 NTT	 by	 the	 government’s	

withdrawal	 of	 shareholdings	 worries	 the	 investors	 as	 the	
present	 credit	 profile	 is	 supported	 by	 the	 presumption	 of	
government	support	

• The	 potential	 privatization	 has	 a	 silver	 lining	 in	 term	 of	
deregulation	as	NTT	may	no	longer	be	required	to	disclose	its	
research	on	electronic	communications	technologies		

• Current	high	leverage	position	of	the	company	is	not	boding	
well	with	the	high	interest	rate	environment,	with	close	to	half	
of	its	debt	due	for	refinancing	within	the	next	3	years.		
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Figure	1.	Revenue	by	Business	Segments		

 
Source:	NTT	Annual	Report	
	
Figure	2.	NTT’s	Close	Competitors		

Top	Competitors	of	NTT	
(Telecommunication	Industry)	

KDDI	Corporation	

SoftBank	Group	Corp	

Singtel	Telecommunications	Limited		

PCCW	Limited	
	

Top	Competitors	of	NTT	
(Data	and	Consulting	Industry)	

Nomura	Research	Institute	

NEC	Asia	Pacific	Private	Limited	

Fujitsu	Limited	

SCSK	Corporation	
Source:	Refinitiv,	Company	Filings	
	
Figure	3.	NTT’s	Subsidiaries		

	
Source:	NTT	Annual	Report	
	
Figure	4.	NTT	2022	Income	Waterfall	(in	JPY,	bn)	

 
Source:	NTT	Annual	Report	

Company	Overview		
Nippon	 Telegraph	 and	 Telephone	 Corporation	 (NTT)	 is	 a	
telecommunication	 conglomerate	 headquartered	 in	 Tokyo,	 Japan.	
Established	 in	 1952	 as	 a	 telecommunication	 company,	 NTT	 has	
since	diversified	into	different	businesses.	Currently,	NTT	operates	
as	a	holding	company	for	3	key	business	segments	–	Integrated	ICT	
Business	(Mobile	Phone	Services),	Global	Solutions	Business	(Data	
Center	and	Cloud	Services),	and	Regional	Communications	Business	
(Telecommunication)	(Figure	1).		
	
NTT	 was	 initially	 founded	 as	 a	 statutory	 corporation	 by	 the	
Government	of	Japan	but	was	later	privatized	in	1985.	NTT	was	then	
publicly	 listed	 in	 1987	 on	 the	 Tokyo	 Stock	 Exchange.	 As	 of	 9	
September	2023,	NTT	has	a	market	capitalization	of	JPY1,582bn	/	
USD105.3bn	
	
The	 top	 4	 competitors	 for	 NTT	 competitive	 set	 in	 the	
Telecommunication	 industry	 are	 KDDI	 Corporation,	 SoftBank	
Group	 Corp,	 Singtel	 Telecommunications	 Limited	 and	 PCCW	
Limited	(Figure	2).	For	the	Data	and	Consulting	Industry,	it	would	
be	 Nomura	 Research	 Institute,	 NEC	 Asia	 Pacific	 Private	 Limited,	
Fujitsu	Limited	and	SCSK	Corporation	(Figure	3).		
	
NTT	 has	 approximately	 over	 330,000	 employees	 and	 operates	
across	the	globe,	including	major	cities	in	Japan	and	in	the	United	
States.	
	
Revenue	by	Segments	
NTT	 has	 3	 main	 revenue	 streams	 by	 segments,	 Integrated	 ICT	
Business	(Mobile	Phone	Services),	Global	Solutions	Business	(Data	
Center	and	Cloud	Services),	and	Regional	Communications	Business	
(Telecommunication)	(Figure	4).		
	
Integrated	ICT	Business	 is	 the	 largest	revenue	stream,	accounting	
for	 41.7%	 of	 top	 line	 revenue.	 This	 segment	 operated	 mainly	 in	
phone	 communication	 services	 and	 cloud	 infrastructure	 provider	
business,	making	money	through	subscriptions	signed	up	by	clients	
including	 large	 corporations	 and	 individuals.	 IFRS	 revenue	
increased	to	JPY1,458bn	in	1Q23,	up	36.0%	year	on	year.	
	
Global	 Solution	 Business	 holds	 25.6%	 of	 total	 revenue,	 making	
money	through	subscription	and	provision	services	for	companies	
in	 data	 center	 and	 technology	 consulting	 business.	 IFRS	 revenue	
decreased	to	JPY754.5bn	in	1Q23,	down	13.5%	year	on	year.			
	
Regional	Communication	Business	makes	up	22.8%	of	total	revenue	
and	generates	money	 through	 telephone	 subscription	 services	by	
Japan-based	clients	such	as	large	corporations	and	individuals.	IFRS	
revenue	increased	to	JPY1,015bn	in	1Q23,	up	46.0%	year	on	year.		
	
The	remaining	9.9%	of	total	revenue	comes	from	ventures	in	real	
estate	and	energy	businesses.	
	
Recent	Earnings	Review	
NTT	saw	a	slight	1.4%	increase	in	operating	revenue	by	JPY42.2bn	
in	 1Q23	 mainly	 due	 to	 improving	 margins	 in	 Integrated	 ICT	
Business	and	Global	Solution	Business	segments.	Fair	assumptions	
can	be	made	from	the	capitalization	of	the	5G	and	6G	market	due	to	
easing	regulations	and	increased	market	entry	into	markets	such	as	
Phoenix,	Arizona	in	the	United	States	and	Thailand.		
 
However, operating profit decreased by 5.7% by JPY7.2bn in the same 
quarter because of poor financial performance in the regional 
communication segment. Income from sales of shares was able to cover 
decrease in operating profit and elevated interest payment, bringing net 
profit up by 2.0%, which constitutes roughly JPY7.2bn. 

Integrated 
ICT 

Business
41.70%

Regional 
Communication 

Business
22.80%

Global 
Solutions 
Business
25.60%

Others
9.90%
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Figure	5:	NTT’s	Prominent	Managers	&	
Shareholders	

Prominent	Managers	and	Directors	of	Nippon	
Telegraph	and	Telephone	Corporation	

Chief	Executive	Officer	 Akira	Shimada	
Senior	Executive	Vice	
President	 Katsuhiko	Kawazoe	
Senior	Executive	Vice	
President	 Takashi	Hiroi	
Senior	Executive	Vice	
President	 Tadao	Yanase	

Executive	Vice	President	 Sachiko	Oonishi	
	
Executive	Vice	President	 Akiko	Kudo	
	
Senior	Vice	President	 Kei	Ikeda	
	
Senior	Vice	President	 Kyoko	Yamamoto	
	
Senior	Vice	President	 Makiko	Sekine	
	
Senior	Vice	President	 Natsuko	Fujiki	
	
Senior	Vice	President	 Shingo	Kinoshita	
	
Senior	Vice	President	 Toshihiko	Nakamura	
	
Senior	Vice	President	 Akitoshi	Hattori	
	
Senior	Vice	President	 Minako	Tsumenaga	
	
Senior	Vice	President	 Ken	Katsuyama	
Source:	NTT	Annual	Report	
	
Figure	6:	NWD’s	Main	Shareholders	

Main	Shareholders	of	New	World	Development	
Company		

The	Ministry	of	Finance	 34.30%	

The	Master	Trust	Bank	of	Japan	Ltd	 11.23%	

Custody	Bank	of	Japan	Ltd	 4.91%	

Toyota	Motor	Corporation	 2.37%	

JP	Morgan	Chase	Bank	385632	 1.63%	

Moxley	&	Co	LLC	 1.06%	

State	Street	Bank	West	Client	 0.79%	

Nippon	Life	Insurance	Company	 0.76%	
NTT	Employee	Share-Holding	
Association	 0.69%	

Barclays	Securities	Japan	Ltd	 0.57%	
Source:	Factset,	NTT	Annual	Report	
	
Figure	7:	Nippon	Telegraph	and	Telephone	
Corporation	Business	Structure	

 
Source:	NTT	Annual	Report		
	
	
	

Ownership	&	Management	
Management	of	NTT	
The	current	President	and	CEO	of	NTT	is	Mr.	Akira	Shimada	who	has	
been	 a	 director	 at	 NTT	 since	 June	 2022.	Mr.	 Akira	 Shimada	 first	
joined	in	1981	and	was	later	appointed	executive	vice	president	in	
June	2015	and	senior	executive	vice	president	in	June	2018.	Since	
joining	NTT	in	1981,	Jason	T.	Liberty	has	served	as	Executive	Vice	
President	and	Chief	Financial	Officer.	In	his	previous	role,	Mr.	Akira	
Shimada	 was	 responsible	 for	 Finance,	 Strategy,	 Compliance	 and	
Human	Resource	(Figure	5).		
	
Shareholders	of	NTT		
Some	of	the	major	shareholders	of	NTT	are	The	Ministry	of	Finance	
(Japan),	The	Master	Trust	Bank	of	Japan	Ltd,	Custody	Bank	of	Japan	
Ltd,	Toyota	Motor	Corporation	and	JP	Morgan	Chase	Bank	385632	
(Figure	6).	
	
Subsidiaries	of	NTT		
NTT	Group	companies	are	classified	into	their	respective	business	
segments	(Figure	7).		
	
Under	 Integrated	 ICT	 Business,	 NTT	 subsidiaries	 include	 listed	
companies	 such	 NTT	 DOCOMO,	 NTT	 Communications,	 and	 NTT	
Comware.	 These	 companies	 provide	 telecommunication	 services.	
NTT	DOCOMO	is	majority	owned	by	NTT	while	the	remaining	two	
are	wholly	owned	subsidiaries.	
	
Under	 Global	 Solution	 Business,	 NTT	 Data	 operates	 as	 the	 main	
subsidiary,	providing	tech	consulting	services	in	cloud,	data	centers	
and	system	and	software	development.	As	of	AY2022,	NTT	Data	has	
a	market	capitalization	of	JPY2.63tn,	of	which	58%	is	owned	by	NTT.	
	
Under	Regional	Communication	Business,	NTT	owns	NTT	East	and	
NTT	 West,	 of	 which	 provides	 domestic	 intra-prefectural	
communication	 services.	 Both	 subsidiaries	 are	 100%	 owned	 by	
NTT.		
	
Subsequent	smaller	subsidiaries	owned	by	NTT	include	NTT	Urban	
Solutions	 and	 NTT	 Anode	 Energy	 for	 Real	 Estate	 and	 Energy	
ventures.		
	
During	 FY2022,	 NTT	 Data	 has	 completed	 numerous	 acquisitions,	
mainly	 with	 Aspirent,	 Umvel,	 SAP	 partner	 Natuvion	 Group,	
Postlight,	Vectorform	and	Apisero	to	expedite	tech	advancement	in	
cloud,	 supply	 chain,	 application,	 IT	 service	 management	 and	
cybersecurity	market.		
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Figure	8:	Forecasted	Growth	of	5G	Solutions	in	
Japan	(JPY,	bn)	

	
Source:	Statista	
	
	
Figure	9:	Forecasted	Growth	of	Edge	Computing	
(USD,	bn)	
	

	
Source:	Statista	
	
	
Figure	10:	Forecasted	Growth	of	Data	Centers	
(USD,	bn)	

	
Source:	Statista,	Markets	and	Markets	
	
	
Figure	11:	Value	Chain	of	Data	Centre	Industry	

	
Source:	KPMG,	GSMA	
	
	
Figure	12:	Increasing	Renewable	Energy	for	Telco	
Infrastructure		

	
Source:	Deloitte	
	
	
	
	
	
	
	
	
	
	
	

	
Industry	Outlook	
Continued	Growth	in	5G	Market	in	Japan	
The	market	growth	of	5G	services	in	Japan	is	on	a	fast	track,	with	a	
forecasted	Compound	Annual	Growth	Rate	(CAGR)	of	39.6%	from	
JPY	 4.5bn	 in	 2022	 to	 JPY	 65.0bn	 in	 2030	 (Figure	 8).	 This	 rapid	
growth	 is	 primarily	 attributed	 to	 strong	 government	 support	 in	
Japan,	 allowing	 telecommunication	 operators	 to	 install	 5G	 base	
stations	on	more	than	200,000	traffic	signals	nationwide	in	2022.	
These	infrastructure	enhancements	will	accelerate	the	deployment	
of	 5G	 services,	 leading	 to	 increased	 adoption	 and	demand	 for	 5G	
subscriptions.	
	
Coupled	 with	 existing	 high	 barriers	 to	 entry	 into	 Japan's	
telecommunications	 market,	 such	 as	 licensing	 requirements	 and	
infrastructure	capabilities.	 It	 is	expected	that	the	concentration	of	
most	sales	will	be	among	a	few	major	existing	players.	
	
	
Strong	Demand	for	Edge	Computing		
The	 heightened	 demand	 for	 edge	 computing,	 a	 distributed	
computing	framework	that	brings	enterprise	applications	closer	to	
data	sources	like	IoT	devices	and	local	edge	servers,	is	expected	to	
revolutionize	 the	 provision	 of	 online	 services	 among	 existing	
companies.	 This	 infrastructure	 upgrade	will	 enable	 companies	 to	
achieve	 reduced	 costs,	 increased	 access	 to	 new	 apps,	 improved	
business	KPIs,	and	enhanced	productivity.	
	
The	market	CAGR	is	forecasted	to	be	15.7%,	reaching	USD	111.3bn	
by	 2028	 (Figure	 9).	 This	 is	 mainly	 due	 to	 key	 drivers	 such	 as	
stronger	demands	for	IoT	and	real-time	analytics.	The	adoption	of	
edge	computing	will	improve	business	functions	and	cost	efficiency	
of	existing	tech	companies.		
	
Exponential	Growth	in	Data	Centers	
Data	centres	are	forecasted	to	grow	from	USD	315.0bn	in	2022	to	
USD	440.0bn	in	2028,	with	a	CAGR	of	5.7%	(Figure	10).	This	growth	
is	 driven	 by	 rapid	 digitalization	 worldwide	 and	 the	 increased	
demand	 for	 cloud	 computing.	 For	 instance,	 cloud	 solutions	 are	
expected	 to	 grow	 at	 a	 14.1%	 CAGR	 from	 2023	 to	 2030	 due	 to	
heightened	 demand	 from	 software	 companies	 such	 as	 Apple.	
Furthermore,	data	centres	require	large	land	sizes,	and	construction	
cost	 is	 USD	 10	million	 per	megawatt	 to	 build.	 Lastly,	 there	 is	 an	
increasing	 widespread	 use	 of	 cloud	 technology	 among	 many	
demographics,	including	the	government	(Figure	11).	
	
Growing	Concern	of	Sustainability	for	Telecom	Infrastructure		
There	 is	 a	 growing	 emphasis	 on	 carbon	 reduction	 in	 the	 telco	
industry.	This	is	mainly	driven	by	the	rising	costs	of	non-renewable	
energy	sources,	such	as	oil,	which	are	currently	at	an	all-time	high,	
and	 a	 stronger	 push	 for	 sustainability	 goals	 from	 the	 UN	
government.	 In	 2023,	 the	 usage	 of	 renewable	 energy	 for	 telco	
infrastructure	 increased	 by	 10%,	 and	 globally,	 61%	 of	 telco	
companies	have	pledged	to	net-zero	targets	(Figure	12).	
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Figure	13:	NTT	Table	of	Financial	Ratios	&	
Forecasts	

Source: NTT's Financial Statements 
 
Figure	14:	NTT’s	Near-term	Concentration	of	Debt	
Maturity	(USD,	bn)	

	
Source: Refinitiv, Company Filings 
	
Figure	15:	NTT’s	Debt	to	Equity	
(Data	&	Consulting	Business)	
	

	
Source: Refinitiv, Company Filings 
	
Figure	16:	NTT’s	Interest	Coverage	Ratio	
(Data	&	Consulting	Business)	

	
Source: Refinitiv, Company Filings 
	

Financial	Analysis	
Overview:	
The	table	on	the	left	shows	NTT’s	latest	2-year	historical	financial	
performance	 and	 5-year	 forecast	 s	 including	 key	 ratios	 which	
indicate	their	profitability,	activity,	liquidity	and	leverage	positions	
(Figure	13).	We	 identify	 revenue	growth	 to	be	 the	key	driver	 for	
various	metrics	changes.	A	stable	but	slow-growing	profit,	coupled	
with	 increasing	 spendings	 on	 expansion	 and	 investments	 that	 is	
likely	to	be	financed	through	debt,	are	expected	to	add	pressure	to	
profitability,	liquidity,	and	solvency	ratios	of	the	company.		
	
However,	 NTT’s	 strong	 balance	 sheet	 provides	 support	 to	 the	
company’s	 fundamentals	 and	 key	 metrics	 are	 expected	 to	 stay	
within	a	 comfortable	 range.	We	expect	 improvements	 in	 the	 long	
term	across	key	measurements	and	company’s	fundamentals	driven	
by	 increasing	 revenue	 generation	 in	 high-growth	 sectors	 such	 as	
data	centers	and	cloud	services.		
	
Investment	and	Deregulations	to	Improve	Profitability	
Bottom-up	revenue	forecast	suggests	TMT	challenges	to	capitalize	
5G	 and	 6G	 tech	 markets	 due	 to	 regulatory	 restrictions	 on	
partnerships	 and	 R&D,	 with	 forecasted	 profit	 margin	 to	 remain	
largely	 stagnant	 at	 8-9%.	 However,	 there	 could	 be	 ramp	 ups	 for	
long-term	growth	with	ease	of	lawmaker	regulations	and	JPY	8000	
bn	investments	in	R&D,	data	utilization,	and	data	center	upgrades	to	
bolster	 cash-generation.	 The	 degree	 of	 improvements	 is	 largely	
dependent	 on	 the	 marginal	 synergy	 and	 edge	 created	 from	 the	
abovementioned	investment	and	deregulations.	
	
	
Liquidity	Faces	Short-term	Pressure	
We	 expect	 short-term	 cash	 flow	 to	 decline	with	more	 near-term	
debt	maturities.	14.3bn	(49.4%)	of	all	debt	matures	within	the	next	
3	years	(Figure	14),	sounding	off	a	cautious	tone	on	higher	refinance	
costs	given	rising	interest	rates	across	both	USD	and	JPY.		
	
However,	 we	 also	 anticipate	 improved	 future	 liquidity	 driven	 by	
enhanced	 cash	 generation	 plans,	 revenue	 expansion	 in	 Phoenix,	
Thailand,	 and	 the	 healthcare	 sector,	 that	 is	 likely	 to	 alleviate	 the	
pressure	facing	NTT’s	liquidity.		
	
Growing	Debt	as	Financing	Source	to	Drag	on	Solvency		
There	is	a	growing	dependence	on	debt	to	fund	expansion	in	R&D,	
data	 utilization,	 and	 data	 center	 upgrades	 as	 such	 initiatives	 are	
capital	 intensive	and	cashflow	growth	from	operations	is	 likely	to	
remain	slow	and	unable	to	fund	the	expansion.		
	
Long-term	 interest	 coverage	 gradually	 declines	 due	 to	 high	 debt	
levels	but	is	expected	to	withstand	refinancing	costs	due	to	stable	
and	improving	cash	flow.		
	
Comfortable	Interest	Coverage	Ratios	across	Businesses	
NTT’s	Telecom	and	Data	Centre	Businesses	have	interest	coverage	
ratios	at	28.5x	(Figure	15)	and	8.7x	(Figure	16)	respectively.	NTT	
led	its	telecom	peers	and	had	one	of	the	highest	interest	coverage	
ratio,	 compared	 to	 2.8x	 for	 both	 Singtel	 and	PCCW.	On	 the	 other	
hand,	NTT	stands	the	lowest	in	terms	of	interest	coverage	ratio	for	
its	data	centre	business,	compared	to	71x	for	Fujitsu	and	103x	for	
SCSK.	Both	 interest	 coverage	 ratios	 are	 likely	 to	 face	downwards	
pressure	due	 to	higher	 forecasted	 leverage	positions	and	 interest	
payments.	 However,	 the	 ratios	 still	 remain	 at	 very	 comfortable	
range	for	NTT	to	meet	debt	servicing	obligations.		
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Figure	17:	NTT’s	New	Value	Creation	&	
Sustainability	2027	Goals		

 
Source:	Company	Filings	and	Website	
	
	
Figure	18:	NTT’s	Network	in	United	States		

	
Source:	Nippon	Times	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

Recent	developments	
New	Value	Creation	&	Sustainability	2027	
NTT's	 "New	 Value	 Creation	 &	 Sustainability	 2027	 Powered	 by	
Innovative	Optical	and	Wireless	Network	(IOWN)	strategy,	means	
to	 invest	 ~JPY8,000bn	 in	 the	 next	 five	 years,	 focusing	 in	 growth	
areas	 such	 as	 R&D,	data	 utilization,	 and	 data	 center	 upgrades,	 as	
well	as	accelerate	cash-generation	ability	for	the	future	(Figure	17).	
	
NTT	 targets	 a	 20%	 EBITDA	 increase	 by	 FY2027,	 aiming	 for	
JPY4,000bn.	These	measures	align	with	global	sustainability	goals	
and	enhance	competitiveness	in	the	telecom	industry.	
 
Entrance	into	Phoenix,	Arizona	in	the	US		
NTT	 entered	 the	 US	 telecom	 market	 via	 Phoenix	 and	 Arizona.	
Phoenix,	 ranked	 fourth	 in	 the	US	 data	 center	market,	 boasts	 90+	
facilities	 with	 600MW	 power,	 attracting	 industry	 giants.	 NTT's	
strategic	 expansion,	 featuring	 a	 Point-of-Presence	 (PoP)	 within	
Phoenix	AP's	data	center,	fortifies	its	IP	network	presence	in	the	US	
(Figure	 18).	This	 move	 fosters	 connections	 with	 new	 clients	 and	
enhances	 support	 for	 global	 customers.	 NTT's	 overarching	 goal	
remains	firm:	elevating	revenue	streams	within	the	Global	Solutions	
Business	segment.	
	
Launch	of	AWS-Partnered	Cloud	Services	in	Thailand	
NTT	is	the	first	AWS	Direct	Connect	Delivery	partner	in	Thailand,	
bolstering	cloud	connectivity.	Connecting	its	Bangkok	Data	Centers	
to	 AWS,	 NTT	 doesn’t	 need	to	 route	 through	 Singapore,	 offering	
secure	 and	 high-bandwidth	 access.	 Thus,	 it	 strengthens	 NTT's	
market	 presence,	 potentially	 boosting	 market	 share	 and	
profitability.	NTT's	commitment	to	data	security	also	adds	weight	
amid	growing	cybersecurity	concerns.		
	
Easing	of	NTT	Regulations	for	6G	Tech	Race		
Japanese	 lawmakers	 are	 reviewing	 regulations	 governing	 NTT	
mandating	nationwide	service,	and	decision-making	limits.		
The	need	for	this	review	arises	from	NTT's	IOWN	project,	aimed	at	
significantly	reducing	telecom	power	usage,	though	strict	disclosure	
demands	hindered	potential	partners.		
	
These	 adjustments	 could	 affect	 IOWN’s	 success	 and	 NTT's	 6G	
communications	market	competitiveness.	
	
Other	notables:	

• NTT	DOCOMO's	 recent	 announcement	 of	 a	 public	 tender	
offer	for	INTAGE	HOLDINGS	aims	to	establish	INTAGE	HD	
as	 a	 subsidiary	 and	 broaden	 its	 marketing	 solutions	
business.		

• In	 Sep	 2023,	 NTT	 partnered	 with	 National	 Centre	 for	
Neurology	 and	Psychiatry	 (NCNP)	 to	 develop	 "Brain	Bio-
Digital	Twin"	tech.	They	aim	to	detect	and	prevent	mental	
health	 conditions,	 reducing	 the	 need	 for	 costly	
diagnostics.	NTT	 also	 showcased	 progress	 in	 Project	
Humanity,	 enhancing	 life	 quality	 for	 ALS	 patients	 with	
advanced	tech.	
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Figure	19:	Nonmanufacturing	Business	
Conditions	Survey	

 
Source:	Japan’s	Government	Survey	
		
Figure	20:	Nikkei	225  

	
 
Source:	Nikkei		
	
Figure	21:	NTT’s	Shareholder	Breakdown	
 

	
 
Source:	Company Filings	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

Issuer	Credit	Analysis		
	
Positives	
1. Diversification	of	business	in	high-growth	areas	
NTT	has	highly	diversified	business	operations	spanning	traditional	
telecommunication	business	that	provides	steady	and	a	bulk	of	its	
total	 revenue	stream	(~40%),	mobile	services	 (~25%),	and	high-
growth	sectors	including	data	centres	and	cloud	services	(~25%).		
The	secular	growth	trend	and	potential	set	the	company	well	poised	
to	capitalize	revenue	growth	and	enhance	its	credit	profile	through	
diversification.	
	
Data	centers	are	 forecasted	to	grow	from	USD315.0bn	 in	2022	to	
USD440.0bn	 in	2028,	with	CAGR	of	5.7%.	Key	driver	 is	 the	 rapid	
digitalization	across	the	world,	dramatically	increasing	the	need	for	
cloud	computing	which	is	underpinned	by	data	centers.		
	
Edge	computing	is	a	distributed	computing	framework	that	brings	
enterprise	applications	closer	to	data	sources	such	as	IoT	devices	or	
local	edge	servers.	Key	drivers	are	stronger	push	for	loT	and	real-
time	analytics,	and	it	acts	as	an	extension	of	their	existing	system.	
	
2.	Japan’s	upbeat	corporates	to	provide	growth	support		
The	Bank	of	Japan’s	quarterly	Tankan	release,	a	very	comprehensive	
survey	of	Japan’s	firms,	shows	companies	remain	upbeat	as	inflation	
returns	to	Japan	after	three	lost	decades.		
	
Sentiments	were	to	the	upside	and	non-manufacturers	reported	the	
strongest	 conditions	 since	 1991	 (Figure	 19),	 reflecting	 robust	
recovery	 of	 Japan’s	 economy	 	 (Figure	 20)	 which	 provides	
fundamental	 backstop	 to	 the	 company’s	 operations	 and	 credit	
profile	 due	 to	 government’s	 large	 shareholding	 and	 significant	
domestic	revenue.		
	
Negatives		
1. Potential	full	privatization	of	NTT	
The	market	is	currently	focused	on	discussions	of	NTT	becoming	a	
fully	privatized	company.	The	government,	through	the	Ministry	of	
Finance,	currently	and	is	required	to	owns	more	than	one	third	of		
stake	of	NTT	shares,	dictated	by	the	NTT	Law	(Figure	21).		
	
The	purpose	of	the	company	defined	by	the	law	is	to	ensure	proper	
and	stable	provision	of	telecommunications	services	all	over	Japan	
including	 remote	 rural	 areas	 by	 these	 companies,	 and	 the	
government	is	to	hold	at	least	one	third	of	the	NTT	shares.	
	
The	Liberal	Democratic	Party	(LDP)	has	set	up	a	project	 team	for	
reviewing	 the	 status	 of	 the	 NTT	 Act,	 including	 the	 possibility	 of	
repealing	 the	 NTT	 Act,	 to	 allow	 full	 privatization	 of	 NTT.	 The	
purpose	 of	 the	 privatization	 and	 sale	 of	 the	 NTT	 stake	 by	 the	
government	 is	 to	 fund	 planned	 increases	 in	 defense	 spending	 in	
coming	years,	according	to	party	officials.	The	current	spreads	of	the	
NTT	bond	yield	curve	are	based	on	the	assumption	of	government	
support	in	time	of	needs.	The	withdrawal	from	the	company	by	the	
Japanese	 Government	 in	 terms	 of	 shareholding	 could	 result	
widening	 of	 the	 spreads	 and	 the	 deteriorated	 credit	 profile	
perceived	by	the	investors.	
	
However,	 the	 NTT	 Act	 also	 states	 that	 NTT	 has	 an	 obligation	 to	
research	 electronic	 communications	 technologies	 and	 publicly	
disclose	the	results	of	this	research.	This	provides	a	silver	lining	of	
deregulation	 to	 the	 company	 as	 it	 will	 then	 be	 able	 to	 retain	 its	
proprietary	research	and	technological	edge	over	its	competitions,	
further	reinforced	through	its	current	market-leading	position.		
	
2.	High	leverage	not	boding	well	with	rising	interest	rates	
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Figure	22:	Relative	Valuation	of	NTT	against	
APAC	Peers	

	
Source:	Bloomberg	as	of	19	October	2023	
 
 
Figure	23:	NTT	Bonds	under	review	
		
Name	 Currency	 Ask	Yield	to	

Maturity	
Spread	to	
Treasury	

NTT		0.583	
03/01/24	

USD	 6.11	 77,4	

NTT	4.142	
07/26/24	

USD	 5.84	 49.6	

NTT	4.239	
07/25/25	

USD	 5.54	 54.2	

NTT	1.162	
04/03/26	

USD	 5.48	 70.3	

NTT	4.372	
07/27/27	

USD	 5.29	 70.9	

NTT	1.591	
04/03/28	

USD	 5.30	 78.4	

NTT	2.065	
04/03/31	

USD	 5.39	 90.8	

Source:	Bloomberg	as	of	19	October	2023	
 
	
	

14.3bn	 (49.4%)	 of	 all	 debt	 matures	 within	 the	 next	 3	 years,	
sounding	off	a	cautious	tone	on	higher	refinance	costs	given	rising	
interest	rates	across	both	USD	and	JPY.		
	
The	market	census	opined	that	the	Federal	Reserve	may	have	finally	
come	to	the	end	of	 its	hiking	cycle,	 leaving	federal	 funds	rate	at	a	
two-decade	high	of	5.25-5.50%	range.	The	Bank	of	Japan	during	its	
end	October	meeting,	watered	down	its	1%	cap	on	the	10-year	bond	
yield	 which	 it	 set	 just	 three	 months	 ago	 to	 allow	 long-term	
borrowing	costs	to	rise	more.		
	
The	challenging	interest	rate	environment	in	the	US	and	the	rising	
interest	 rate	 domestically	 in	 Japan	 both	 pose	 pressure	 to	 NTT’s	
refinancing	 needs	 especially	 in	 the	 short	 term.	 However,	 stable	
revenue	 generation	 and	 ample	 interest	 coverage	 should	 help	 the	
company	 to	navigate	 through	 the	maturity	wall	 in	 the	next	 three	
years	before	macroeconomic	environment	most	 likely	will	 see	an	
improvement	to	operational	and	financing	conditions.		
	
Issuance	Analysis	
	
NTT’s	Outstanding	Bonds	
	
Comparing	to	APAC	Telecom	Peers		
NTT	 bonds	 are	 trading	mostly	 in	 line	with	 its	 Developed	Market	
(DM)	 APAC	 peers,	with	 G-Spreads	mostly	 in	 the	 65-100bp	 range	
(Figure	 22).	 NTT’s	 G-spreads	 relative	 to	 that	 of	 overall	 APAC	
Telecom	are	mostly	at	a	differential	of	within	5bp,	indicating	similar	
credit	profiles	for	the	sector	across	the	region.	This	is	in	line	with	
expectations	 as	 most	 telecom	 companies	 within	 the	 region	 have	
significant	 government	 shareholdings,	 supporting	 the	 credit	
fundamentals	 of	 the	 curve	 and	 justifying	 the	 tight	 spreads.	 South	
Korea	Telecom	companies	trended	much	higher	at	the	middle	and	
long	end	of	 the	yield	 curve	due	 to	 small	 government	 stake	 in	 the	
companies.		
	
Limited	 G-spread	 may	 Widen	 in	 the	 face	 of	 Potential	
Privatization	
The	limited	G-spread	is	underpinned	by	the	market	leader	status	of	
the	company	as	well	as	the	presumed	government	support	due	to	
its	large	shareholdings	through	Ministry	of	Finance.	
	
The	potential	privatization	therefore	presents	risks	of	downgrading	
of	the	credit	profile	of	the	company	with	government’s	withdrawal	
and	may	result	in	yield	peaking	and	upward	shift	of	the	curve.	
	
However,	we	believe	the	withdrawal,	even	were	to	happen,	will	be	
a	gradual	process	with	progressive	reduction	of	shareholding	by	the	
government,	as	conveyed	by	the	LDP.	The	deregulation	as	a	result	of	
the	process	may	offer	silver	lining	to	the	prospect	of	the	company.	
	
Overweight	NTT	0.583	03/01/24	
Among	 the	 USD	 issuances	 (Figure	 23),	 we	 prefer	 the	 NTT	 0.583	
03/01/24	tranche	for	the	higher	yield	to	maturity	of	6.11	comparing	
to	yields	at	low-to-mid	5	for	longer	maturity	issuances.	Additionally,	
the	uncertainties	stemming	from	the	potential	privatization	and	the	
likely	widening	of	 spreads	prevent	us	 from	 taking	 an	overweight	
position	at	the	longer	end	of	the	curve,	despite	nearing	the	end	of	
the	Fed’s	hiking	cycle.		
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Disclaimer	

	
This	research	material	has	been	prepared	by	NUS	Invest.	NUS	Invest	specifically	prohibits	the	redistribution	of	this	material	in	whole	or	in	
part	without	the	written	permission	of	NUS	Invest.	The	research	officer(s)	primarily	responsible	for	the	content	of	this	research	material,	in	
whole	or	in	part,	certifies	that	their	views	are	accurately	expressed	and	they	will	not	receive	direct	or	indirect	compensation	in	exchange	for	
expressing	 specific	 recommendations	 or	 views	 in	 this	 research	 material.	 Whilst	 we	 have	 taken	 all	 reasonable	 care	 to	 ensure	 that	 the	
information	 contained	 in	 this	 publication	 is	 not	 untrue	 or	 misleading	 at	 the	 time	 of	 publication,	 we	 cannot	 guarantee	 its	 accuracy	 or	
completeness,	and	you	should	not	act	on	it	without	first	independently	verifying	its	contents.	Any	opinion	or	estimate	contained	in	this	report	
is	 subject	 to	 change	without	notice.	We	have	not	 given	any	 consideration	 to	 and	we	have	not	made	any	 investigation	of	 the	 investment	
objectives,	financial	situation	or	particular	needs	of	the	recipient	or	any	class	of	persons,	and	accordingly,	no	warranty	whatsoever	is	given	
and	no	liability	whatsoever	is	accepted	for	any	loss	arising	whether	directly	or	indirectly	as	a	result	of	the	recipient	or	any	class	of	persons	
acting	on	such	 information	or	opinion	or	estimate.	You	may	wish	 to	 seek	advice	 from	a	 financial	adviser	 regarding	 the	suitability	of	 the	
securities	mentioned	herein,	taking	into	consideration	your	investment	objectives,	financial	situation	or	particular	needs,	before	making	a	
commitment	to	invest	in	the	securities.	This	report	is	published	solely	for	information	purposes,	it	does	not	constitute	an	advertisement	and	
is	not	to	be	construed	as	a	solicitation	or	an	offer	to	buy	or	sell	any	securities	or	related	financial	instruments.	No	representation	or	warranty,	
either	expressed	or	 implied,	 is	provided	 in	 relation	 to	 the	accuracy,	 completeness	or	 reliability	of	 the	 information	contained	herein.	The	
research	material	should	not	be	regarded	by	recipients	as	a	substitute	for	the	exercise	of	their	own	judgement.	Any	opinions	expressed	in	this	
research	material	are	subject	to	change	without	notice.	
	

©	2023	NUS	Investment	Society	
 
	 	



 

9 
 

Appendix:		
 

Pro	Forma	Financial	Statements	(3FS)	
	

Balance	Sheet	
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Income	Statement	
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Cash	Flow	
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Integrated	ICT	
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Regional	Communication	
	

	

	



 

14 
 

	

	
	
	
	
	
	
	
	
	



 

15 
 

Global	Solution	
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