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Idea gains traction in revenue mkt share   

 Gross revenue grew 4.9% QoQ in 3QFY11 vs. 1.1% in 2QFY11 
Based on TRAI's quarterly revenue report, industry gross revenue grew 4.9% in
3QFY11 vs. 1.1% in 2QFY11 given the seasonally strong quarter. Among the
operators, Idea and Uninor gained the highest (+50bps revenue share), followed by
Videocon (+30bps) and Tata Tele (+15bps) while RCom (-85bps), Bharti (-35bps), 
BSNL (-25bps), and Aircel (-20bps) lost share during the quarter.  

 Idea gained revenue share across service areas; RCom lost share 
Bharti continues to lead the market with revenue share of 31.2%. Its revenue share
increased in metros (+30bps) while it lost rev. share in service areas ‘A’ (-80bps), 
‘B’ (-20bps) and ‘C’ (-45bps). Idea and Uninor gained revenue share in all service
areas while RCom’s revenue share declined. Vodafone’s revenue share increased
by 15bps/40bps in service areas ‘A’ and ‘C’ while in other areas its revenue share 
remained stable. 

 Reaffirm positive view on Indian mobile sector; Idea is our top-pick 
We believe revenue market share, revenue growth and EBITDA margins are the
key metrics to focus and incumbents continue to do well on these parameters. We 
believe Indian mobile sector can outperform in 2011 on the back of improving
regulatory climate coupled with better pricing power. We expect regulatory issues
to get resolved in the next 12 months which can then lead to stabilization in prices
(and potentially improvement) as rational regulation stimulates potential
consolidation in the sector. We maintain our Buy ratings on Bharti, Idea and RCom
with SoTP-based price targets of Rs500, Rs105 and Rs195, respectively. Idea is
our top-pick as it offers pure play exposure to the Indian mobile sector. 
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Chart 1: India mobile operators gross revenue market share – 3QFY11 (Dec 2010) 
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Table 1: Gross revenue based on TRAI reported data 

Revenue (Rs m) Jul-Sep'08 Oct-Dec'08 Jan-Mar'09 Apr-Jun'09 Jul-Sep'09 Oct-Dec'09 Jan-Mar'10 Apr-Jun'10 Jul-Sep'10 Oct-Dec'10

Bharti Airtel 80,093 86,871 88,960 89,128 87,754 85,798 87,428 93,196 91,649 95,078

Vodafone 48,047 52,220 55,008 54,705 53,809 55,216 58,379 61,332 61,611 64,628

Idea (incl. Spice) 26,384 29,880 31,834 32,018 31,804 33,708 35,011 37,404 37,173 40,556

RCOM (GSM+CDMA) 34,181 32,984 31,323 30,492 31,634 32,179 31,919 32,184 32,537 31,557

BSNL (incl. MTNL) 27,714 28,814 31,521 26,810 26,934 25,602 25,311 22,646 24,015 24,394

Tata Teleservices 20,299 21,188 21,359 18,680 19,601 19,589 24,009 23,241 24,024 25,595

Aircel 7,661 8,213 8,946 8,975 9,556 10,555 12,262 13,323 13,951 14,064

Others 2,413 2,429 2,984 3,053 2,676 2,999 3,525 3,835 5,228 8,497

Market - Total 246,793 262,600 271,935 263,860 263,766 265,645 277,844 287,161 290,186 304,370

Source: TRAI 

Table 2: Gross revenue market share based on TRAI reported data 

Revenue market share (%) Jul-Sep'08 Oct-Dec'08 Jan-Mar'09 Apr-Jun'09 Jul-Sep'09 Oct-Dec'09 Jan-Mar'10 Apr-Jun'10 Jul-Sep'10 Oct-Dec'10

Bharti Airtel 32.5% 33.1% 32.7% 33.8% 33.3% 32.3% 31.5% 32.5% 31.6% 31.2%

Vodafone 19.5% 19.9% 20.2% 20.7% 20.4% 20.8% 21.0% 21.4% 21.2% 21.2%

Idea (incl. Spice) 10.7% 11.4% 11.7% 12.1% 12.1% 12.7% 12.6% 13.0% 12.8% 13.3%

RCOM (GSM+CDMA) 13.9% 12.6% 11.5% 11.6% 12.0% 12.1% 11.5% 11.2% 11.2% 10.4%

BSNL (incl. MTNL) 11.2% 11.0% 11.6% 10.2% 10.2% 9.6% 9.1% 7.9% 8.3% 8.0%

Tata Teleservices 8.2% 8.1% 7.9% 7.1% 7.4% 7.4% 8.6% 8.1% 8.3% 8.4%

Aircel 3.1% 3.1% 3.3% 3.4% 3.6% 4.0% 4.4% 4.6% 4.8% 4.6%

Others 1.0% 0.9% 1.1% 1.2% 1.0% 1.1% 1.3% 1.3% 1.8% 2.8%

Market - Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Source: TRAI 

Table 3: Market share of top three operators in metro service areas 

Metro  Dec'07 Mar'08 Jun'08 Sep'08 Dec'08 Mar'09 Jun'09 Sep'09 Dec'09 Mar'10 Jun'10 Sep'10 Dec'10 

 Revenue market share %                            

Vodafone 27.8% 28.4% 28.5% 28.2% 28.7% 28.3% 28.4% 28.6% 29.1% 29.8% 29.5% 29.6% 29.6% 

Bharti Airtel 27.4% 27.3% 28.1% 28.2% 28.6% 28.2% 28.1% 27.8% 27.7% 26.4% 27.7% 26.7% 27.0% 

RCOM 14.5% 14.1% 13.4% 14.4% 13.4% 12.8% 13.5% 14.2% 14.5% 13.7% 14.0% 14.2% 13.2% 

Subscriber market share (%)                        

Vodafone 22.2% 22.1% 22.0% 21.8% 21.6% 20.8% 20.6% 19.9% 19.2% 18.9% 18.4% 18.0% 17.6% 

Bharti Airtel 22.3% 22.1% 21.6% 21.0% 20.7% 19.9% 19.5% 18.9% 18.2% 17.5% 17.2% 16.9% 16.4% 

RCOM 17.6% 17.7% 18.5% 18.6% 18.8% 20.2% 20.5% 20.6% 20.4% 20.0% 20.0% 19.7% 19.3% 

Source: TRAI, COAI and AUSPI 
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Table 4: Market share of top three operators in ‘A’ category service areas 

Circle A  Dec'07 Mar'08 Jun'08 Sep'08 Dec'08 Mar'09 Jun'09 Sep'09 Dec'09 Mar'10 Jun'10 Sep'10 Dec'10 

Revenue market share (%)                           

Bharti Airtel 32.8% 32.3% 34.8% 35.2% 35.7% 35.3% 36.5% 36.0% 35.3% 34.3% 34.9% 33.9% 33.1% 

Vodafone 18.1% 18.4% 19.1% 18.7% 19.2% 19.6% 20.2% 19.4% 19.7% 19.6% 19.9% 19.6% 19.7% 

Idea 11.7% 11.9% 12.8% 12.7% 13.4% 13.7% 14.0% 13.5% 14.4% 14.0% 14.2% 13.8% 14.3% 

Subscriber market share (%)                        

Bharti Airtel 25.6% 25.7% 26.2% 26.5% 26.8% 26.2% 25.9% 24.9% 24.1% 23.1% 22.5% 21.6% 20.8% 

Vodafone 18.4% 18.7% 19.1% 19.1% 19.1% 18.9% 19.2% 18.6% 18.3% 18.2% 18.1% 17.9% 17.8% 

Idea 13.1% 13.4% 13.8% 13.5% 13.6% 13.4% 13.3% 12.8% 12.7% 12.3% 12.2% 12.1% 12.3% 

Source: TRAI, COAI and AUSPI  

Table 5: Market share of top three operators in ‘B’ category service areas 

Circle B  Dec'07 Mar'08 Jun'08 Sep'08 Dec'08 Mar'09 Jun'09 Sep'09 Dec'09 Mar'10 Jun'10 Sep'10 Dec'10 

 Revenue market share (%)                            

Bharti Airtel 25.0% 25.2% 28.2% 28.2% 29.1% 28.8% 29.9% 29.6% 28.9% 28.7% 29.3% 28.7% 28.4% 

Vodafone 18.5% 19.0% 20.3% 19.9% 20.7% 21.6% 22.0% 21.6% 21.8% 22.4% 22.8% 22.4% 22.3% 

Idea 14.4% 14.8% 15.5% 15.7% 16.3% 16.6% 17.1% 17.3% 17.6% 17.9% 18.4% 18.2% 18.6% 

Subscriber market share (%)                        

Bharti Airtel 20.4% 20.6% 21.2% 21.9% 22.0% 21.3% 21.5% 21.4% 21.0% 20.4% 20.2% 19.8% 19.6% 

Vodafone 18.7% 18.4% 18.8% 19.4% 20.0% 20.0% 20.2% 20.0% 19.8% 19.6% 19.4% 18.9% 18.2% 

Idea 14.5% 14.9% 15.2% 14.6% 14.6% 14.4% 14.2% 14.2% 14.1% 13.8% 13.7% 13.5% 13.5% 

Source: TRAI, COAI and AUSPI  

Table 6: Market share of top three operators in ‘C’ category service areas 

Circle C  Dec'07 Mar'08 Jun'08 Sep'08 Dec'08 Mar'09 Jun'09 Sep'09 Dec'09 Mar'10 Jun'10 Sep'10 Dec'10 

 Revenue market share (%)                            

Bharti Airtel 39.8% 38.8% 45.6% 46.0% 46.2% 44.7% 47.5% 45.7% 41.3% 39.1% 41.7% 41.0% 40.6% 

RCOM 24.2% 21.1% 22.1% 21.0% 18.5% 17.1% 17.1% 16.5% 16.4% 14.7% 14.4% 14.3% 13.5% 

BSNL 22.5% 26.5% 16.9% 18.3% 18.7% 19.6% 13.5% 14.1% 14.5% 16.0% 11.2% 11.1% 10.8% 

Subscriber market share (%)                         

Bharti Airtel 35.1% 35.0% 35.9% 36.3% 35.9% 34.7% 34.3% 33.2% 30.9% 29.2% 29.0% 28.4% 27.4% 

RCOM 26.1% 26.3% 26.6% 26.5% 25.9% 24.0% 22.4% 21.2% 19.9% 18.0% 16.8% 16.3% 15.8% 

BSNL 21.2% 20.7% 19.2% 17.7% 16.6% 16.2% 15.2% 14.4% 14.4% 14.1% 13.5% 13.5% 13.6% 

Source: TRAI, COAI and AUSPI 

Table 7: Valuation Comparison 

  Market Target % Market cap Net debt P/E EPS growth EV/EBITDA EBITDA growth 

 Rating price Price * upside (m, USD) (m, USD) FY12E FY13E FY12E FY13E FY12E FY13E FY12E FY13E 

Bharti Buy 328 500 53% 27,584 (13,629) 15.8 10.8 27% 46% 7.5 6.0 24% 21% 

Idea Buy 60 105 76% 4,356 (2,599) 32.5 15.3 -14% 112% 6.8 5.4 26% 25% 

RCOM Buy 97 195 102% 4,413 (7,701) 10.2 5.5 36% 85% 6.6 4.9 14% 27% 

* Our Price Targets are SoTP based; Note: Prices as on 23 Feb’11; Net debt as of FY11E; Source: UBS estimates 
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 Statement of Risk 

Changes in the competitive and regulatory landscape and technology advances 
could have an impact on our estimates and valuations for the operators. We 
believe irrational competition among existing operators presents the biggest risk 
to our forecasts, ratings, and price targets.  

 

 Analyst Certification 

Each research analyst primarily responsible for the content of this research 
report, in whole or in part, certifies that with respect to each security or issuer 
that the analyst covered in this report: (1) all of the views expressed accurately 
reflect his or her personal views about those securities or issuers; and (2) no part 
of his or her compensation was, is, or will be, directly or indirectly, related to 
the specific recommendations or views expressed by that research analyst in the 
research report. 
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Required Disclosures 
 
This report has been prepared by UBS Securities India Private Ltd, an affiliate of UBS AG. UBS AG, its subsidiaries, 
branches and affiliates are referred to herein as UBS. 

For information on the ways in which UBS manages conflicts and maintains independence of its research product; 
historical performance information; and certain additional disclosures concerning UBS research recommendations, 
please visit www.ubs.com/disclosures. The figures contained in performance charts refer to the past; past performance is 
not a reliable indicator of future results. Additional information will be made available upon request. UBS Securities Co. 
Limited is licensed to conduct securities investment consultancy businesses by the China Securities Regulatory 
Commission. 

UBS Investment Research: Global Equity Rating Allocations 

UBS 12-Month Rating Rating Category Coverage1 IB Services2

Buy Buy 49% 40%
Neutral Hold/Neutral 42% 35%
Sell Sell 8% 21%
UBS Short-Term Rating Rating Category Coverage3 IB Services4

Buy Buy less than 1% 14%
Sell Sell less than 1% 0%

1:Percentage of companies under coverage globally within the 12-month rating category. 
2:Percentage of companies within the 12-month rating category for which investment banking (IB) services were provided within 
the past 12 months. 
3:Percentage of companies under coverage globally within the Short-Term rating category. 
4:Percentage of companies within the Short-Term rating category for which investment banking (IB) services were provided 
within the past 12 months. 
 
Source: UBS. Rating allocations are as of 31 December 2010.  
UBS Investment Research: Global Equity Rating Definitions 

UBS 12-Month Rating Definition 
Buy FSR is > 6% above the MRA. 
Neutral FSR is between -6% and 6% of the MRA. 
Sell FSR is > 6% below the MRA. 
UBS Short-Term Rating Definition 

Buy Buy: Stock price expected to rise within three months from the time the rating was assigned 
because of a specific catalyst or event. 

Sell Sell: Stock price expected to fall within three months from the time the rating was assigned 
because of a specific catalyst or event.  



 
India Mobile Sector   23 February 2011 

 UBS 6 
 

KEY DEFINITIONS 
 Forecast Stock Return (FSR) is defined as expected percentage price appreciation plus gross dividend yield over the next 12 
months. 
 Market Return Assumption (MRA) is defined as the one-year local market interest rate plus 5% (a proxy for, and not a 
forecast of, the equity risk premium). 
 Under Review (UR) Stocks may be flagged as UR by the analyst, indicating that the stock's price target and/or rating are 
subject to possible change in the near term, usually in response to an event that may affect the investment case or valuation. 
 Short-Term Ratings  reflect the expected near-term (up to three months) performance of the stock and do not reflect any 
change in the fundamental view or investment case. 
Equity Price Targets have an investment horizon of 12 months. 
 
EXCEPTIONS AND SPECIAL CASES 
UK and European Investment Fund ratings and definitions are: Buy: Positive on factors such as structure, management, 
performance record, discount; Neutral: Neutral on factors such as structure, management, performance record, discount; Sell: 
Negative on factors such as structure, management, performance record, discount. 
Core Banding Exceptions (CBE): Exceptions to the standard +/-6% bands may be granted by the Investment Review 
Committee (IRC). Factors considered by the IRC include the stock's volatility and the credit spread of the respective company's 
debt. As a result, stocks deemed to be very high or low risk may be subject to higher or lower bands as they relate to the rating. 
When such exceptions apply, they will be identified in the Company Disclosures table in the relevant research piece. 
 
  
Research analysts contributing to this report who are employed by any non-US affiliate of UBS Securities LLC are not 
registered/qualified as research analysts with the NASD and NYSE and therefore are not subject to the restrictions contained in 
the NASD and NYSE rules on communications with a subject company, public appearances, and trading securities held by a 
research analyst account. The name of each affiliate and analyst employed by that affiliate contributing to this report, if any, 
follows. 
UBS Securities India Private Ltd: Suresh A Mahadevan, CFA; Varun Ahuja, CFA.    
  
Company Disclosures 

Company Name Reuters 12-mo rating Short-term rating Price Price date 
Bharti Airtel Ltd. BRTI.BO Buy N/A Rs331.15 22 Feb 2011 
Idea Cellular IDEA.BO Buy N/A Rs59.95 22 Feb 2011 
Reliance Communication Limited RLCM.BO Buy N/A Rs95.10 22 Feb 2011 

Source: UBS. All prices as of local market close. 
Ratings in this table are the most current published ratings prior to this report. They may be more recent than the stock pricing 
date 
  
        
Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report. 
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Reliance Communication Limited (Rs) 
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Note: On August 4, 2007 UBS revised its rating system. (See 'UBS Investment Research: Global Equity Rating Definitions' table 
for details). From September 9, 2006 through August 3, 2007 the UBS ratings and their definitions were: Buy 1 = FSR is > 6% 
above the MRA, higher degree of predictability; Buy 2 = FSR is > 6% above the MRA, lower degree of predictability; Neutral 1 = 
FSR is between -6% and 6% of the MRA, higher degree of predictability; Neutral 2 = FSR is between -6% and 6% of the MRA, 
lower degree of predictability; Reduce 1 = FSR is > 6% below the MRA, higher degree of predictability; Reduce 2 = FSR is > 6% 
below the MRA, lower degree of predictability. The predictability level indicates an analyst's conviction in the FSR. A 
predictability level of '1' means that the analyst's estimate of FSR is in the middle of a narrower, or smaller, range of possibilities. 
A predictability level of '2' means that the analyst's estimate of FSR is in the middle of a broader, or larger, range of possibilities. 
From October 13, 2003 through September 8, 2006 the percentage band criteria used in the rating system was 10%.        
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Global Disclaimer 
 
This report has been prepared by UBS Securities India Private Ltd, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and affiliates are referred to herein as UBS. In certain countries, 
UBS AG is referred to as UBS SA. 
 
This report is for distribution only under such circumstances as may be permitted by applicable law. Nothing in this report constitutes a representation that any investment strategy or 
recommendation contained herein is suitable or appropriate to a recipient’s individual circumstances or otherwise constitutes a personal recommendation. It 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 in any jurisdiction. No 
representation or warranty, either express or implied, is provided in relation to the accuracy, completeness or reliability of the information contained herein, except with respect to information 
concerning UBS AG, its subsidiaries and affiliates, nor is it intended to be a complete statement or summary of the securities, markets or developments referred to in the report. UBS does not 
undertake that investors will obtain profits, nor will it share with investors any investment profits nor accept any liability for any investment losses. Investments involve risks and investors should 
exercise prudence in making their investment decisions. The report should not be regarded by recipients as a substitute for the exercise of their own judgement. Past performance is not 
necessarily a guide to future performance. The value of any investment or income may go down as well as up and you may not get back the full amount invested. Any opinions expressed in this 
report are subject to change without notice and may differ or be contrary to opinions expressed by other business areas or groups of UBS as a result of using different assumptions and criteria. 
Research will initiate, update and cease coverage solely at the discretion of UBS Investment Bank Research Management. The analysis contained herein is based on numerous assumptions. 
Different assumptions could result in materially different results. The analyst(s) responsible for the preparation of this report may interact with trading desk personnel, sales personnel and other 
constituencies for the purpose of gathering, synthesizing and interpreting market information. UBS is under no obligation to update or keep current the information contained herein. UBS relies 
on information barriers to control the flow of information contained in one or more areas within UBS, into other areas, units, groups or affiliates of UBS. The compensation of the analyst who 
prepared this report is determined exclusively by research management and senior management (not including investment banking). Analyst compensation is not based on investment banking 
revenues, however, compensation may relate to the revenues of UBS Investment Bank as a whole, of which investment banking, sales and trading are a part. 
The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Options, derivative products and futures are not suitable for all investors, and 
trading in these instruments is considered risky. Mortgage and asset-backed securities may involve a high degree of risk and may be highly volatile in response to fluctuations in interest rates 
and other market conditions. Past performance is not necessarily indicative of future results. Foreign currency rates of exchange may adversely affect the value, price or income of any security 
or related instrument mentioned in this report. For investment advice, trade execution or other enquiries, clients should contact their local sales representative. Neither UBS nor any of its 
affiliates, nor any of UBS' or any of its affiliates, directors, employees or agents accepts any liability for any loss or damage arising out of the use of all or any part of this report. For financial 
instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC and/or UBS Capital Markets LP) acts as a market maker or 
liquidity provider (in accordance with the interpretation of these terms in the UK) in the financial instruments of the issuer save that where the activity of liquidity provider is carried out in 
accordance with the definition given to it by the laws and regulations of any other EU jurisdictions, such information is separately disclosed in this research report. UBS and its affiliates and 
employees may have long or short positions, trade as principal and buy and sell in instruments or derivatives identified herein. 
Any prices stated in this report are for information purposes only and do not represent valuations for individual securities or other instruments. There is no representation that any transaction 
can or could have been effected at those prices and any prices do not necessarily reflect UBS's internal books and records or theoretical model-based valuations and may be based on certain 
assumptions. Different assumptions, by UBS or any other source, may yield substantially different results. 
United Kingdom and the rest of Europe: Except as otherwise specified herein, this material is communicated by UBS Limited, a subsidiary of UBS AG, to persons who are eligible 
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research where applicable. France: Prepared by UBS Limited and distributed by UBS Limited and UBS Securities France SA. UBS Securities France S.A. is regulated by the Autorité des 
Marchés Financiers (AMF). Where an analyst of UBS Securities France S.A. has contributed to this report, the report is also deemed to have been prepared by UBS Securities France S.A. 
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