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Rating Action Overview 
− We believe that despite Chunghwa Telecom Co. Ltd.'s (CHT) strong projected funds from 

operations over the next 12 months, its liquidity profile could weaken slightly over the 

same period. This reflects our expectation of CHT's reduced cash on hand, increased 

short-term refinancing needs, and higher capital expenditure. 

− We are therefore revising our assessment of CHT's liquidity to adequate from strong. 

− At the same time, we are affirming our 'twAAA' long-term and 'twA-1+' short-term issuer 

credit ratings on CHT. 

− The rating outlook remains stable and reflects our expectation that (CHT) will maintain its 

market leadership, very robust cash flow generation, and very conservative financial 

policy over the next one to two years. 

Rationale Action Rationale 

CHT's overall liquidity is likely to weaken over the next 12 months despite still strong funds 

from operations. We expect CHT's liquidity to weaken over the next one to two years due to 

reduced cash on hand, higher refinancing in terms of short-term borrowing needs, and higher 

capital expenditure. This is despite our projection of the company's strong funds from 

operations (FFO) of New Taiwan dollar (NT$) 68 billion to NT$72 billion per year in 2020-2021. 

We now expect CHT's ratio of liquidity sources to liquidity uses to be less than 1.5x over the 

next 12 months, when factoring into expansionary capital expenditure. Therefore, we have 

revised our assessment of CHT's liquidity to adequate from strong which has no impact on the 

ratings.  

We still believe CHT has strong banking relationships, a high credit standing, and can absorb 

high-impact, low-probability events, with limited refinancing. This is supported by CHT's very 

strong credit reputation in the domestic financial market and the very low interest rates on the 

company's corporate bonds. 
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CHT has maintained relatively stable performance in the highly competitive domestic 

telecom market. We affirmed the ratings on CHT to reflect our view that the telecom provider 

will maintain its market leadership, robust cash flow generation, and conservative debt 

appetite over the next one to two years. We also expect CHT to maintain low debt leverage over 

the same period, despite moderately increasing capital expenditure. These strengths are 

partly offset by persistent margin pressure in the mobile sector due to stiff competition, as 

well as the company's slightly declining market share in broadband markets. 

Outlook 

The stable rating outlook reflects our expectation that (CHT) will maintain its market 

leadership, very robust cash flow generation, and very conservative financial policy over the 

next one to two years. 

Downside scenario 

Downgrade risk is remote over the next two years because CHT's very strong business position 

and low debt offer significant headroom for the ratings. However, we may lower the long-term 

issuer credit rating if CHT's competitive position weakens very significantly. Such a change 

could result from potential unfavorable regulatory changes. 

Liquidity 

We estimate that CHT's principal liquidity sources in the 12 months ending September 2021 

will comprise: 

 Cash and short-term investments: NT$22 billion as of the end of third quarter 2020. 

 Funds from operations: NT$68 billion-NT$72 billion. 

We estimate that CHT's principal liquidity uses in the 12 months ending September 2021 will 

comprise: 

 Debt maturity of NT$13.7 billion. 

 Maintenance capital expenditure: NT$10 billion  

 Cash dividend: NT$30 billion-NT$33 billion. 

Ratings Score Snapshot 

Issuer Credit Rating: 'twAAA/Stable/twA-1+' 

Note: The descriptors below are on a global scale. 

Business Risk: Strong 

• Country risk: Intermediate 

• Industry risk: Intermediate 

• Competitive position: Strong 

Financial Risk: Minimal 

• Cash flow/Leverage: Minimal 

Anchor: twaaa   

Modifiers 

• Diversification/Portfolio effect: Neutral (no impact) 

• Capital structure: Neutral (no impact) 
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• Financial policy: Neutral (no impact)  

• Liquidity: Adequate (no impact) 

• Management and governance: Strong (no impact) 

• Comparable rating analysis: Neutral (no impact) 

Stand-alone credit profile: twaaa  

• Related government rating: AA- 

• Likelihood of government support: Low (no impact) 

Related Criteria & Research 

Related Criteria 

− General Criteria: Rating Government-Related Entities: Methodology And Assumptions - 

March 25, 2015 

− General Criteria: Group Rating Methodology - July 01, 2019 

− Criteria | Corporates | General: Corporate Methodology: Ratios And Adjustments - April 01, 

2019 

− Criteria | Corporates | General: Methodology And Assumptions: Liquidity Descriptors For 

Global Corporate Issuers - December 16, 2014 

− General Criteria: Country Risk Assessment Methodology And Assumptions - November 19, 

2013 

− General Criteria: Methodology: Industry Risk - November 19, 2013 

− Criteria | Corporates | General: Corporate Methodology - November 19, 2013 

− General Criteria: Methodology: Management And Governance Credit Factors For Corporate 

Entities - November 13, 2012 

− General Criteria: Principles Of Credit Ratings - February 16, 2011 

Related Research 

− Taiwan Ratings' Ratings Definitions – August 10, 2020 

(Unless otherwise stated, these articles are published on www.taiwanratings.com) 

Ratings List 

Ratings Affirmed 

Chunghwa Telecom Co, Ltd. 

Issuer Credit Rating twAAA/Stable/twA-1+ 

 

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors, have specific meanings ascribed to them in 

our criteria, and should therefore be read in conjunction with such criteria. Please see Ratings Criteria at www.taiwanratings.com for further information. 

Complete ratings information is available to subscribers of Rating Research Service at rrs.taiwanratings.com.tw. All ratings affected by this rating action can 

be found on Taiwan Ratings' public website at www.taiwanratings.com. 
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