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Price Performance

IDEA.BO share price (Rs)
NIFTY (rebased)

 YTD 1m 3m 12m
Abs 1.2% 2.1% 0.1% 15.1%
Rel 8.5% 7.3% 7.0% 1.5%
 

Idea Cellular Limited (Reuters: IDEA.BO, Bloomberg: IDEA IN)
Rs in mn, year-end Mar FY09A FY10A FY11E FY12E
Revenue 101,493 124,471 154,209 178,650
EBITDA 28,353 33,651 37,194 43,429
EBITDA margin 27.9% 27.0% 24.1% 24.3%
Net Profit 9 ,009 9,539 8,328 5,853
Adjusted EPS (Rs) 3.1 3.1 2.5 1.8
Adjusted EPS growth (%) (22.7%) 0.1% (17.5%) (29.7%)
EV/EBITDA (x) 9.7 8.9 9.3 7.9
Adjusted P/E 23.45 23.42 28.41 40.42
FCF to mkt cap (%) 9.6% (3.2%) 3.7% 3.6%
ROE 10.7% 7.7% 7.1% 4.7%
Net debt/EBITDA 1.3 1.9 2.9 2.5

 

52-wk range (Rs) 80.00 - 48.50
Mkt cap (Rs mn) 236,557
Mkt cap ($ mn) 5,179
Shares O/S (mn) 3,302
Free float (%) 39.3%
3-mth avg trading volume 4 ,281,221
3m Average daily value ($ mn) 6 .52
NIFTY 5,687
Exchange Rate 45.68
Price (Rs) 71.65
Date Of Price 25 Jan 11

Source: Company data, Bloomberg, J.P. Morgan estimates.
 
See page 12 for analyst certification and important disclosures, including non-US analyst disclosures.  
J.P. Morgan does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the firm may 
have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their 
investment decision.  

In a seasonally strong quarter, Idea’s results showcased volume growth and 
smaller pricing declines driving a robust 8% Q/Q revenue growth. While the 
quarter saw solid operating metrics, management highlighted potential MOU 
pressure and didn’t deny the possibility of post-paid pricing declines. We 
remain concerned about profitability in FY12, and we don’t believe Idea is 
best positioned to absorb 3G related expenses. We maintain our Underweight 
rating and our Dec-11 price target of Rs60, which implies 17% downside. 

• Idea delivered a strong 3Q FY11, which was well received by the market. 
3Q revenue of Rs39.6B increased 8% Q/Q while net profit (helped by lower 
net interest expenses) was up 35% Q/Q. The EBITDA margin was stable at 
24.0%. Minutes grew 10% Q/Q and the ARPM decline moderated to ~1% 
from 3-6% earlier.  

• Staggered 3G launch to help 4Q FY11 bottom line: We expect continued 
margin pressure in 4Q on account of network opex and SG&A. 
Nevertheless, due to Idea’s expected launch of 3G services in the “next few 
months” and that, too, in a staggered manner, amortization of capitalized 
interest and the license fee will have a small impact in 4Q FY11. For FY11, 
our EPS estimate is now increased by 11% to Rs2.5.  

• Little room for a FY12 miss: We expect pricing pressure in FY12 driven 
by the post-paid segment on account of Mobile Number Portability – 
something the company did not dismiss. We also expect some MOU 
dilution, as Idea continues to add low-usage subs. We are forecasting a 
16%/17% growth in revenue/EBITDA but a 30% decline in net profit. On 
our estimates, depreciation & amortization together with net interest 
expenses account for 85% of FY12 EBITDA, leaving Idea little room to 
absorb any operational disappointments. 

• We maintain our Dec-11 SOTP-based PT of Rs60: Idea trades at 40.4x 
FY12E P/E and 7.9x EV/EBITDA, a 171% and 11% premium, respectively, 
to Bharti, which see as unjustified. Risks to our PT include monetization of 
tower assets, potential M&A activity, and lower pricing pressure.  
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Company Description   P&L sensitivity metrics FY11 EBITDA FY11 EPS 
      impact (%) impact (%) 

 Mobile revenue (INR mn) 155,382  
     Impact of each 5% 4.4% 18.2% 
 Indus revenue (INR mn) 11,255  
      Impact of each 5% 0.6% 2.7% 
 EBITDA margin (%) 24.1%  
      Impact of each 1% 4.1% 17.3% 
 Capex (INR mn) 29,038  
      Impact of each 5% NA 0.9% 
 Source: Company Reports and J.P. Morgan Estimates   

Idea Cellular is a pure play wireless GSM operator in 
India. The company has a strong management team 
and is backed by the Aditya Birla group, which has a 
49% stake in the operator. After the recently completed 
acquisition of 100% of Spice, Idea Cellular has 
operations in all 22 service areas of India. Idea 
(including Spice) has 11% subscriber market share 
and 13% revenue share. In addition to a pan-India 
presence, Idea has a 16% stake in Indus Towers. 

    
Shareholding (Sep-10)  Price target and valuation analysis   

 
 
 
 
 
 

Our December 2011 SOTP-based price target is Rs60. This 
includes a DCF-based value of Rs43 for Idea’s core business and 
Rs16 for Idea’s 16% stake in Indus. 

 Risk free rate: 7.5% 
 Market risk premium: 7.5% 
 Beta: 1.1 

Indian 
Promoters

47%

Others
39%

FIIs
6%

Indian 
Institutions

8%

 Debt/capital 30% 
Source: Company Reports   Cost of debt: 5.0% 
J.P. Morgan vs. consensus  Terminal “g”: 3.0% 
Sales  Source: J.P. Morgan Estimates   
Rs MM J. P. Morgan Consensus  
FY11E 154,209 152,057  
FY12E 178,650 179,749  
EBITDA  
Rs MM J. P. Morgan Consensus  
FY11E 37,194 36,896  

 
Risks to our ratings and price target are: 1) faster-than-expected 
growth in profitability in new circles; 2) monetization of tower 
assets; 3) potential M&A activity; and 4) operators refraining 
from price aggression in post-paid segment. 

FY12E 43,429 46,405     
EPS     
Rs J. P. Morgan Consensus     
FY11E 2.5 2.1     
FY12E 1.8 2.0     

Source:  Bloomberg, J.P. Morgan.     
 
Table 1: Valuation comparison 

      Current  Target  Upside /  P/E (x) EV/EBITDA (x) Valuation 
Company name Ticker Rating Price price downside FY11E FY12E FY11E FY12E Method 
Bharti Airtel BHARTI IN N 338 380 13% 18.1 14.9  9.1  7.1 SOTP 
Reliance Communications RCOM IN N 133 160 20% 12.7 13.6  7.9  6.7 SOTP 
Idea Cellular IDEA IN UW 72 60 -16% 28.4 40.4  9.3  7.9 SOTP 
Tulip Telecom TTSL IN OW 173 230 33% 8.6 6.7  5.8  4.6 SOTP 
Tata Communications TCOM IN UW 256 245 -4% 4.6 4.6  10.9  9.5 SOTP 
Source: Bloomberg, J.P. Morgan estimates. Priced as of 25 Jan, 2011 
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Key takeaways from results and conf call 
Volumes strong in 3Q but watch dilution in MOUs 
Total minutes carried on Idea’s network increased 10.2% Q/Q (vs. a 3% Q/Q 
increase in Q2, 15% in Q3FY10). This was driven by a 42% Q/Q increase in the 
monthly net adds rate because MOUs increased only 1.8%. Management flagged a 
seasonally strong Q3 which drove volume growth. We believe the modest MOU 
increase indicates some usage dilution from the new net adds. Management indicated 
that it may be difficult to “hold” MOU per sub as the company is acquiring a large 
number of subs.  

Standalone revenue (excl. Indus) was Rs39.9B in 3Q (+8.2% Q/Q), 3.4% above our 
estimate of Rs38.6B. Consolidated revenue of Rs39.6B (+8% Q/Q), is 3.1%/2.7% 
above JPME/consensus. 

Post-paid pricing pressure not dismissed  
In 3Q, ARPM fell by 0.5paise to Rs41.8 paisa, in line with our estimate. This is a 
1.1% Q/Q decline, an improvement from the 3.4% decline in 2Q and the 5.7% in 1Q. 
ARPU was Rs168 (+1% Q/Q). Management highlighted that pricing trends appear to 
have improved, but also that “activity” continued at the segment level and churn 
levels can be expected to stay high. A negative metric in 3Q was blended churn, 
which increased to 10.0% from 8.0% in 2Q FY11, driven by a 2.1pp increase in pre-
paid churn. This is significantly higher than Bharti’s churn of 6% (2Q) and RCOM’s 
3.5% (2Q). We are concerned about the increase in churn at Idea and believe this can 
drive a further increase in SG&A expenses in 4Q FY11 (to Mar-2011). 

Importantly, when asked about post-paid pricing pressures from MNP, management 
did not rule out pricing pressure. Management juxtaposed this with comments that it 
did not expect a large impact on overall pricing as a result.  

Expect continue margin pressure  
Despite 8%+ Q/Q revenue growth, margins remained flat at 24%. This can be 
attributed to a 32% Q/Q increase in SG&A expenses. Standalone EBITDA margin 
was 20.6%, 30bp above JPMe. This is a near stable Q/Q (0.1pp decline) after the 
0.9pp in Q2. We note that margins in Idea’s established circles declined 30bp to 
26.7% and in new circles improved 7.3pp to -34.9%.  

We expect margin pressure to remain in 4Q and for FY12 and forecast EBITDA 
margins of 24.2% and 24.3% respectively for each.  

SG&A expenses which increased 32% Q/Q were driven by [1] higher gross adds, and 
[2] higher advertising expenses. We expect both these drivers to continue in 4Q and 
forecast another 5.5% Q/Q increase in this cost.  

Network opex in 3Q was lower by 1.5% Q/Q but this was due to a reversal of 
provision of Rs150MM, adjusting for which network opex would have been flat 
Q/Q. Management also highlighted some savings on leased-line costs which are 
sustainable. We believe slower-than-expected capex has helped keep network opex 
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in check, but with some capex spill over expected in FY12 we expect network opex 
to increase too.  

Capex spillover into FY12 
FY11 capex guidance was reduced by Rs10B to Rs30B, driven by the spillover into 
FY12 and some savings, both of which were “significant” contributors to the 
guidance cut. This is the third reduction this year, which started at Rs40-44B, and 
was revised down to Rs40B in the 2Q results in October 2010.  

We expect a spillover of capex from FY11 to FY12. We reduce our FY11 capex 
estimate by Rs6B to Rs29B, but increase our FY12 capex by Rs7.6B to Rs36.6B. 
While there is no guidance for FY12 capex yet (expect this at 4Q results) 
management broadly expects this to be in line with cash profits. Our FY12 cash 
profits estimate is Rs35.4B.  

Idea’s 3Q capex was Rs9.5B, 24% of sales (JPME: Rs10.8B, 28%) vs. Rs8B in 1H 
FY11. As a percentage of sales, management expects this to stay high in the near 
term due to 3G spend being mismatched with revenue. The bulk of 3G capex is in the 
backbone (fibre). 

Below-the-line items help bottom line - some 4Q benefit 
seen too 
Net profit was Rs2.43B (+35% Q/Q). Idea reported EPS for 3Q FY11 of Rs0.74, 
23% above JPME and consensus estimate of Rs0.60. The bottom line was helped by 
stronger revenue, but also lower-than-expected interest expenses, in our view. We 
note the revenue beat vs. consensus was ~Rs1B, but at EBITDA it was only 
Rs130MM. Net interest costs were lower Q/Q as the previous quarter had a 
~Rs100MM one-off charge. Interest expenses relating to 3G auction fees of Rs1.24B 
were capitalized during the quarter.  

3G services are expected to be launched in the 11 service areas in the next few 
months. Related amortization of license and capitalized interest will be on a circle-
by-circle basis so we don’t expect a big 4Q impact. We expect a full impact in FY12 
and a slightly larger one (due to two fewer quarters of amortizing period). Our FY12 
EPS estimate remains unchanged at Rs1.8 despite a 1.7% increase in revenue 
(+Rs2.9B) and 1.6% increase in EBITDA (+Rs667MM). 
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Table 2: Financial metrics 
Rs in millions, year-end March  

 3Q FY11 3Q FY11E 3Q FY11E Actual vs. Actual vs.  %  % 
 Actual JPMe Cons JPMe cons. 2Q FY11 Q/Q 3Q FY10 Y/Y 

Revenue 39,556  38,348 38,517 3.2% 2.70% 36,592  8.1% 31,495 25.6% 
Interconnection cost (6,356) (6,269)  1.4%   (5,825) 9.1% (4,533) 40.2% 
License fee and spectrum (4,529) (4,363)  3.8%   (4,178) 8.4% (3,452) 31.2% 
Network operating costs (9,936) (10,681)  -7.0%   (10,091) -1.5% (7,937) 25.2% 
Employee Costs (2,072) (2,120)  -2.3%   (2,155) -3.9% (1,605) 29.1% 
SG&A (5,440) (4,242)  28.2%   (4,112) 32.3% (4,316) 26.0% 
Other (1,741) (1,534)  13.5%   (1,443) 20.7% (1,332) 30.7% 
Total operating expense (30,074) (29,209)  3.0%   (27,804) 8.2% (23,174) 29.8% 
EBITDA 9,483  9,139 9,347 3.8% 1.4% 8,788  7.9% 8,320 14.0% 
margin (%) 24.0% 23.8% 24.3% 0.14pp -0.30pp 24.0% -0.04pp 26.4% -2.45pp 
EBIT 3,557  3,323 3,495 7.1% 2% 2,968  19.8% 3,190 11.5% 
margin (%) 9.0% 8.7% 9.1% 0.33pp -0.08pp 8.1% 0.88pp 10.1% -1.14pp 
Profit before tax 2,616  2,152 2,335 22% 12% 1,940  35% 2,252 16% 
Net income  2,431  1,980 1,974 23% 23% 1,797  35% 1,859 31% 
EPS (INR) 0.74  0.60 0.60 23% 23% 0.54  35% 0.60 23% 

             
Capex 9,471  10,812     4,824  96.3% 9,716 -2.5% 
Capex/sales (%) 24% 28%     13% 10.76pp 31% -6.91pp 
Source: Company reports, J.P. Morgan estimates, Bloomberg. We note that Y/Y comparisons aren’t very relevant due to integration of Spice from March 2010 

 

Table 3: Operational metrics 
Year-end March 3Q FY11 3Q FY11E Actual vs.  %  % 

 Actual JPMe JPMe 2Q FY11 Q/Q 3Q FY10 Y/Y 
Subscribers ('000s) 81,779  80,664 1.4% 74,214 10.2% 52,264  56.5% 
Net adds ('000s) 7,565  6,450 17.3% 5,327 42.0% 5,506  37.4% 
Net adds per month ('000s) 2,522  2,150 17.3% 1,776 42.0% 1,835  37.4% 
Pre-paid share in base (%) 96.3% 96.3% 0.00pp 96.1% 0.20pp 95.8% 0.50pp 
Churn (%) 10.0% 8.2% 1.80pp 8.0% 2.00pp 9.1% 0.90pp 
Minutes (mn) 93,503  92,222 1.4% 84,828 10.2% 57,841  61.7% 
ARPM (INR) 0.42  0.42 0.2% 0.42 -1.2% 0.51  -18.5% 
MOU (minutes per month) 401  396 1.3% 394 1.8% 389  3.1% 
ARPU (INR) 168  166 1.5% 167 0.6% 200  -16.0% 
Blended ARPM (INR) 0.42  0.42 -0.2% 0.42 -1.2% 0.51  -18.5% 
VAS as a % of revenue 13.0% 13.5% -0.51pp 12.9% 0.10pp 11.2% 1.80pp 

           
Revenue break-up (INR m)           
Standalone 39,901  38,572 3.4% 36,891 8.2% 30,610  30.4% 
Indus 2,772  2,998 -7.5% 2,777 -0.2% 2,216  25.1% 
Eliminations (3,117) (3,223) -3.3% (3,075) 1.4% (2,822) 10.5% 
Total 39,556  38,348 3.2% 36,592 8.1% 31,495  25.6% 

           
EBITDA break-up (INR m)           
Standalone 8,213  7,814 5.1% 7,618 7.8% 7,203  14.0% 
Indus 1,269  1,325 -4.2% 1,170 8.5% 771  64.6% 
Total reported 9,482  9,139 3.8% 8,788 7.9% 8,141  16.5% 
Adjusted EBITDA 9,482  9,139 3.8% 8,788 7.9% 8,320  14.0% 

           
EBITDA Margin (%)           
Standalone 20.6% 20.3% 0.33pp 21% -0.07pp 24% -2.95pp 
Indus 46% 44% 1.58pp 42% 3.65pp 35% 10.99pp 
Total reported 24% 24% 0.14pp 24% -0.05pp 26% -1.88pp 
Adjusted EBITDA 24% 24% 0.14pp 24% -0.05pp 26% -2.45pp 
Source: Company reports, J.P. Morgan estimates 
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Forecast changes 
Table 4: Idea Cellular: New vs. old estimates 
Rs in millions, year-end March 

 FY11E FY12E 
Revenue   
New  154,209 178,650  
Old 152,044 175,694  
% Change 1.4% 1.7% 
Y/Y growth (%) 23.9% 15.8% 
   
EBITDA   
New  37,192 43,429  
Old 36,036 42,761  
% Change 3.2% 1.6% 
Y/Y growth (%) 9.2% 16.8% 
   
EBITDA Margin (%)   
New  24.1% 24.3% 
Old 23.7% 24.3% 
% Change 0.4% 0.0% 
   
Reported Profit   
New  8,328 5,853  
Old 7,531 6,020  
% Change 10.6% -2.8% 
Y/Y growth (%) -12.7% -29.7% 
   
EPS (INR)   
New  2.5 1.8  
Old 2.3 1.8  
% Change 10.6% -2.8% 
Y/Y growth (%) -17.5% -29.7% 
   
Capex   
New  29,038 36,565  
Old 35,049 28,920  
% Change -17.2% 26.4% 
Y/Y growth (%) -12.0% 25.9% 
   
Capex/sales   
New  19% 20% 
Old 23% 16% 
% point change -4.2% 4.0% 
   

Source: J.P. Morgan estimates 
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J.P. Morgan forecasts vs. consensus 
Table 5: J.P. Morgan vs. consensus 

 FY11E FY12E 
Sales (Rs MM)   
JPMe 154,209  178,650 
Cons 152,057  179,749 
Diff 2,152  (1,099) 
% diff 1.4% -1% 
   
EBITDA (Rs MM)   
JPMe 37,194  43,429 
Cons 36,896  46,405 
Diff 298  (2,976) 
% diff 1% -6% 
   
EBITDA margin   
JPMe 24.1% 24.3% 
Cons 24.3% 25.8% 
% diff -0.1% -1.5% 
   
Net Income (Rs MM)   
JPMe 8,328  5,853 
Cons 6,900  6,607 
Diff 1,428  (754) 
% diff 21% -11% 
   
Net margin   
JPMe 5.4% 3.3% 
Cons 4.5% 3.7% 
% diff 1% 0% 
   
EPS (Rs)   
JPMe 2.5  1.8 
Cons 2.1  2.0 
Diff 0.4  (0.2) 
% diff 20% -11% 

Source: Bloomberg, J.P. Morgan. 
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Valuation and rating analysis 
Our Dec 11 price target of Rs60 is based on our SOTP valuation. We use a WACC 
of 12% and a terminal growth rate of 3%. We have reduced our capex estimates 
slightly based on management’s guidance for Rs30B in FY11 vs. Rs40B indicated 
earlier.  

Table 6: Sum-of-the-parts valuation 
Rs 

Core business DCF 43 
Indus stake 16 
Value per share (INR) 60 
Upside (Downside) -17% 

Source: J.P. Morgan estimates. 

Risks to our ratings and price target are: (1) operators staying away from price 
competition post 3G/MNP; (2) faster-than-expected growth in profitability in new 
circles; and (3) monetization of tower assets, and consolidation, M&A in the sector. 

Figure 1: Idea: One-year forward P/E band chart  
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Source: Company reports, J.P. Morgan estimates, Bloomberg 

Figure 2: Idea: One-year rolling P/E chart 
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Figure 3: Idea: One-year forward EV/EBITDA band chart 
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Source: Company reports, J.P. Morgan estimates, Bloomberg 

Figure 4: Idea: One-year rolling EV/EBITDA chart 
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Source: Company reports, J.P. Morgan estimates, Bloomberg 
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On our estimates, Idea trades at 40.4x FY12 P/E and 7.9x EV/EBITDA, a 171% and 
8% premium, respectively, to Bharti, which we believe is unjustified. The premium 
to Bharti has widened over the past weeks. Idea’s ROE for FY10E was 7%, vs. 28% 
for Bharti and 12% for RCOM; we forecast a flat ROE for Idea to 5% in FY11 and 
expect it to remain single digits for the next two years. 

Figure 5: Idea's P/E vs. Bharti’s and RCOM’s 
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Figure 6: Idea's EV/EBITDA vs. Bharti’s and RCOM’s 
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JPM Q-Profile
Idea Cellular Ltd. (INDIA / Telecommunication Services)
As Of: 21-Jan-2011 Quant_Strategy@jpmorgan.com

Local Share Price Current: 68.80 12 Mth Forward EPS Current: 2.26

Earnings Yield (& local bond Yield) Current: 3% Implied Value Of Growth* Current: 75.02%

PE (1Yr Forward) Current: 30.4x Price/Book Value Current: 1.9x

ROE (Trailing) Current: 6.37 Dividend Yield (Trailing) Current: 0.00

Summary

Idea Cellular Ltd. 4999.95 As Of:
INDIA 0.8460963 SEDOL B1MP4H4 Local Price: 68.80
Telecommunication Services Wireless Telecommunication Ser EPS: 2.26

Latest Min Max Median Average 2 S.D.+ 2 S.D. - % to Min % to Max % to Med % to Avg
12mth Forward PE 30.42x 8.54 36.29 25.20 24.73 38.98 10.48 -72% 19% -17% -19%
P/BV (Trailing) 1.91x 1.13 16.50 2.27 5.53 16.55 -5.49 -41% 764% 19% 189%
Dividend Yield (Trailing) 0.00 0.00 0.00 0.00 0.00 0.00 0.00
ROE (Trailing) 6.37 -32.18 30.31 9.41 5.84 50.22 -38.54 -605% 376% 48% -8%
Implied Value of Growth 75.0% 0.06 0.79 0.68 0.64 0.94 0.34 -92% 5% -10% -15%

Source: Bloomberg, Reuters Global Fundamentals, IBES CONSENSUS, J.P. Morgan Calcs * Implied Value Of Growth = (1 - EY/Cost of equity) where cost of equity =Bond Yield + 5.0% (ERP)

21-Jan-11
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Idea Cellular Limited: Summary of Financials    
   
Profit and Loss Statement   Balance Sheet statement       
Rs in millions, year end Mar FY10 FY11E FY12E FY13E Rs in millions, year end Mar FY10 FY11E FY12E FY13E  
   
Revenue 124,471 154,209 178,650 199,616 Cash and equivalents 14,204 5,795 17,566 4,813  
EBITDA 33,650 37,194 43,429 53,137 Accounts receivable 4,656 5,569 6,451 7,208  
D&A (20,149) (24,039) (29,539) (29,940) Others 29,075 39,501 44,474 49,671  
 Total Current assets 47,934 50,864 68,492 61,692  
EBIT 13,501 13,154 13,889 23,197   
Interest income 0 0 1,144 559 Total current liabilities 40,680 53,189 61,464 66,539  
Interest expense (4,005) (4,244) (8,530) (8,321)   
Net Interest expense (4,005) (4,244) (7,386) (7,762) Net working capital 7,254 (2,325) 7,028 (4,846)  
   
Profit before tax 10,332 8,910 6,503 15,435 Net fixed assets 181,678 255,844 262,870 258,415  
Tax (1,164) (582) (650) (3,859) Other long term assets 5,526 -14,390 -14,916 61  
Net profit - reported 9,539 8,328 5,853 11,576 Total non-current assets 187,204 241,454 247,954 258,476  
Net profit - adjusted 9,539 8,328 5,853 11,576   
 Total Assets 235,138 292,318 316,446 320,168  
Shares Outstanding 3,118 3,302 3,302 3,302   
EPS (Rs) (Reported) 3.1 2.5 1.8 3.5 Long-term debt 78,593 114,363 124,363 111,434  
EPS (Adjusted) 3.1 2.5 1.8 3.5 Other liabilities 2,142 2,520 2,520 2,520  
 Total Liabilities 121,415 170,072 188,347 180,493  
Revenue growth 22.6% 23.9% 15.8% 11.7%  
EBITDA growth 18.7% 10.5% 16.8% 22.4% Shareholders' equity 113,724 122,246 128,099 139,675  
Net profit growth 5.9% (12.7%) (29.7%) 97.8%  
EPS growth 0.1% (17.5%) (29.7%) 97.8% Total liabilities and equity 235,138 292,318 316,446 320,168  
   
EBITDA margin 27.0% 24.1% 24.3% 26.6% Net debt/(cash) 64,389 108,568 106,797 106,621  
EBIT Margin 10.8% 8.5% 7.8% 11.6% Book value per share 36.47 37.03 38.80 42.31  
Net margin 7.7% 5.4% 3.3% 5.8%  
   
Ratio Analysis       Cash flow statement       
%, year end Mar FY10 FY11E FY12E FY13E Rs in millions, year end Mar FY10 FY11E FY12E FY13E  
   
P/E (Adjusted) 23.4 28.4 40.4 20.4 Cash flow from operations 25,421 37,781 45,197 48,399  
EV/EBITDA 8.9 9.3 7.9 6.5 Capex (33,000) (29,038) (36,565) (25,485)  
P/B 2.0 1.9 1.8 1.7 Cash flow from other investing 3,362 (39,663) (0) 0  
ROE 7.7% 7.1% 4.7% 8.6% Cash flow from financing (24,010) 31,720 2,614 (17,762)  
ROCE 6.5% 6.1% 5.7% 9.2%  
ROA 3.8% 3.2% 1.9% 3.6% Change in cash for year (27,964) 801 11,246 5,152  
FCF Yield (3.2%) 3.7% 3.6% 9.7% Beginning cash 30,864 2,900 3,701 14,946  
 Closing cash 2,900 3,701 14,946 20,099  
Capex to sales (26.5%) (18.8%) (20.5%) (12.8%)   
Debt/Capital 40.9% 48.3% 49.3% 44.4% FCF (7,579) 8,744 8,632 22,914  
Net debt/EBITDA 1.9 2.9 2.5 2.0   
                 
Source: Company reports and J.P. Morgan estimates.  
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Other Companies Recommended in This Report (all prices in this report as of market close on 25 January 2011) 
Bharti Airtel Limited (BRTI.BO/Rs337.75/Neutral) 

Analyst Certification:   
The research analyst(s) denoted by an “AC” on the cover of this report certifies (or, where multiple research analysts are primarily 
responsible for this report, the research analyst denoted by an “AC” on the cover or within the document individually certifies, with 
respect to each security or issuer that the research analyst covers in this research) that: (1) all of the views expressed in this report 
accurately reflect his or her personal views about any and all of the subject securities or issuers; and (2) no part of any of the research 
analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the 
research analyst(s) in this report.  

Important Disclosures  
 

• Analyst Position: The following analysts (and/or their associates or household members) own a long position in the shares of Bharti 
Airtel Limited: Bijay Kumar. The following analysts (and/or their associates or household members) own a long position in the 
shares of Idea Cellular Limited: Bijay Kumar.  

• Client of the Firm: Bharti Airtel Limited is or was in the past 12 months a client of JPM; during the past 12 months, JPM provided 
to the company non-investment banking securities-related service. Idea Cellular Limited is or was in the past 12 months a client of 
JPM.  

• Investment Banking (next 3 months): J.P. Morgan expects to receive, or intends to seek, compensation for investment banking 
services in the next three months from Bharti Airtel Limited.  

• Non-Investment Banking Compensation: JPMS has received compensation in the past 12 months for products or services other 
than investment banking from Bharti Airtel Limited.  
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Bharti Airtel Limited (BRTI.BO)  Price Chart

OW Rs390 OW Rs575 OW Rs500 N Rs400 N Rs356
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W Rs275 OW Rs475 OW Rs530 N Rs362.5 N Rs330 N Rs357N Rs380

Source: Bloomberg and J.P. Morgan; price data adjusted for stock splits and dividends.
This chart shows J.P. Morgan's continuing coverage of this stock; the current analyst may or may not have covered it
over the entire period.
J.P. Morgan ratings: OW = Overweight, N = Neutral, UW = Underweight.

 

Date Rating Share Price 
(Rs) 

Price Target 
(Rs) 

10-Oct-06 OW 234.20 275.00 
14-Jan-07 OW 330.75 365.00 
24-Jan-07 OW 344.58 390.00 
30-Apr-07 OW 413.12 475.00 
27-Jul-07 OW 446.18 537.50 
01-Nov-07 OW 503.30 575.00 
11-Apr-08 OW 402.10 530.00 
28-Apr-08 OW 463.92 550.00 
17-Jul-08 OW 365.18 500.00 
14-Jan-09 N 312.12 362.50 
13-Mar-09 N 275.15 300.00 
22-May-09 N 428.92 400.00 
22-Oct-09 N 332.70 330.00 
10-Nov-09 N 293.40 305.00 
16-Aug-10 N 316.95 357.00 
04-Oct-10 N 359.85 360.00 
11-Nov-10 N 334.55 356.00 
07-Jan-11 N 338.50 380.00 
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Idea Cellular Limited (IDEA.BO)  Price Chart

UW Rs105OW Rs140 N Rs145OW Rs135 UW Rs40 UW Rs45 UW Rs60

N Rs105N Rs140UW Rs135 OW Rs134 UW Rs37 UW Rs60 UW Rs58

N Rs90UW Rs110 N Rs140OW Rs145 OW Rs120 UW Rs40UW Rs55 UW Rs51 UW Rs57

Source: Bloomberg and J.P. Morgan; price data adjusted for stock splits and dividends.
This chart shows J.P. Morgan's continuing coverage of this stock; the current analyst may or may not have covered it
over the entire period.
J.P. Morgan ratings: OW = Overweight, N = Neutral, UW = Underweight.

 

Date Rating Share Price 
(Rs) 

Price Target 
(Rs) 

12-Mar-07 N 87.40 90.00 
25-Apr-07 N 114.60 105.00 
26-Apr-07 UW 116.25 105.00 
10-May-07 UW 114.75 110.00 
26-Jul-07 N 133.40 140.00 
26-Aug-07 OW 117.10 140.00 
25-Oct-07 N 146.65 140.00 
28-Oct-07 UW 138.60 135.00 
22-Jan-08 N 120.25 145.00 
13-Feb-08 OW 106.25 145.00 
10-Apr-08 OW 99.80 134.00 
02-May-08 OW 108.55 135.00 
17-Jul-08 OW 76.35 120.00 
14-Jan-09 UW 43.95 40.00 
01-Feb-09 UW 44.70 37.00 
07-Apr-09 UW 53.30 40.00 
22-May-09 UW 71.05 55.00 
28-Jul-09 UW 79.90 60.00 
22-Oct-09 UW 60.55 45.00 
27-Jan-10 UW 60.30 51.00 
16-Aug-10 UW 72.10 57.00 
07-Oct-10 UW 72.65 58.00 
27-Oct-10 UW 69.45 60.00 

 

Explanation of Equity Research Ratings and Analyst(s) Coverage Universe:   
J.P. Morgan uses the following rating system:  Overweight [Over the next six to twelve months, we expect this stock will outperform the 
average total return of the stocks in the analyst’s (or the analyst’s team’s) coverage universe.]  Neutral [Over the next six to twelve 
months, we expect this stock will perform in line with the average total return of the stocks in the analyst’s (or the analyst’s team’s) 
coverage universe.]  Underweight [Over the next six to twelve months, we expect this stock will underperform the average total return of 
the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] J.P. Morgan Cazenove’s UK Small/Mid-Cap dedicated research 
analysts use the same rating categories; however, each stock’s expected total return is compared to the expected total return of the FTSE 
All Share Index, not to those analysts’ coverage universe. A list of these analysts is available on request. The analyst or analyst’s team’s 
coverage universe is the sector and/or country shown on the cover of each publication.  See below for the specific stocks in the certifying 
analyst(s) coverage universe.  
  

  

Coverage Universe: Malvika Gupta: Bharti Airtel Limited (BRTI.BO), Idea Cellular Limited (IDEA.BO), Reliance 
Communications Limited (RLCM.BO), Tata Communications Ltd (TATA.BO), Tulip Telecom Limited (TULP.BO) 
  

J.P. Morgan Equity Research Ratings Distribution, as of December 31, 2010 

 Overweight 
(buy) 

Neutral 
(hold) 

Underweight 
(sell) 

J.P. Morgan Global Equity Research Coverage 46% 42% 12% 
    IB clients* 53% 50% 38% 
JPMS Equity Research Coverage 43% 49% 8% 
    IB clients* 71% 63% 59% 

*Percentage of investment banking clients in each rating category. 
For purposes only of FINRA/NYSE ratings distribution rules, our Overweight rating falls into a buy rating category; our Neutral rating falls into a hold 
rating category; and our Underweight rating falls into a sell rating category. 
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Valuation and Risks:  Please see the most recent company-specific research report for an analysis of valuation methodology and risks on 
any securities recommended herein. Research is available at http://www.morganmarkets.com , or you can contact the analyst named on 
the front of this note or your J.P. Morgan representative.  

Analysts’ Compensation:  The equity research analysts responsible for the preparation of this report receive compensation based upon 
various factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues, which 
include revenues from, among other business units, Institutional Equities and Investment Banking.  

Registration of non-US Analysts: Unless otherwise noted, the non-US analysts listed on the front of this report are employees of non-US 
affiliates of JPMS, are not registered/qualified as research analysts under FINRA/NYSE rules, may not be associated persons of JPMS, 
and may not be subject to FINRA Rule 2711 and NYSE Rule 472 restrictions on communications with covered companies, public 
appearances, and trading securities held by a research analyst account.  

Other Disclosures 
 

J.P. Morgan ("JPM") is the global brand name for J.P. Morgan Securities LLC ("JPMS") and its affiliates worldwide. J.P. Morgan Cazenove is a 
marketing name for the U.K. investment banking businesses and EMEA cash equities and equity research businesses of JPMorgan Chase & Co. 
and its subsidiaries.  
  

Options related research: If the information contained herein regards options related research, such information is available only to persons who 
have received the proper option risk disclosure documents. For a copy of the Option Clearing Corporation’s Characteristics and Risks of 
Standardized Options, please contact your J.P. Morgan Representative or visit the OCC’s website at 
http://www.optionsclearing.com/publications/risks/riskstoc.pdf.  
  

Legal Entities Disclosures   
U.S.: JPMS is a member of NYSE, FINRA and SIPC.  J.P. Morgan Futures Inc. is a member of the NFA. JPMorgan Chase Bank, N.A. is a 
member of FDIC and is authorized and regulated in the UK by the Financial Services Authority. U.K.: J.P. Morgan Securities Ltd. (JPMSL) is a 
member of the London Stock Exchange and is authorized and regulated by the Financial Services Authority. Registered in England & Wales No. 
2711006. Registered Office 125 London Wall, London EC2Y 5AJ. South Africa: J.P. Morgan Equities Limited is a member of the Johannesburg 
Securities Exchange and is regulated by the FSB. Hong Kong: J.P. Morgan Securities (Asia Pacific) Limited (CE number AAJ321) is regulated 
by the Hong Kong Monetary Authority and the Securities and Futures Commission in Hong Kong. Korea: J.P. Morgan Securities (Far East) Ltd, 
Seoul Branch, is regulated by the Korea Financial Supervisory Service. Australia: J.P. Morgan Australia Limited (ABN 52 002 888 011/AFS 
Licence No: 238188) is regulated by ASIC and J.P. Morgan Securities Australia Limited (ABN 61 003 245 234/AFS Licence No: 238066) is a 
Market Participant with the ASX and regulated by ASIC. Taiwan: J.P.Morgan Securities (Taiwan) Limited is a participant of the Taiwan Stock 
Exchange (company-type) and regulated by the Taiwan Securities and Futures Bureau. India: J.P. Morgan India Private Limited, having its 
registered office at J.P. Morgan Tower, Off. C.S.T. Road, Kalina, Santacruz East, Mumbai - 400098, is a member of the National Stock Exchange 
of India Limited (SEBI Registration Number - INB 230675231/INF 230675231/INE 230675231) and Bombay Stock Exchange Limited (SEBI 
Registration Number - INB010675237/INB010675237) and is regulated by Securities and Exchange Board of India. Thailand: JPMorgan 
Securities (Thailand) Limited is a member of the Stock Exchange of Thailand and is regulated by the Ministry of Finance and the Securities and 
Exchange Commission. Indonesia: PT J.P. Morgan Securities Indonesia is a member of the Indonesia Stock Exchange and is regulated by the 
BAPEPAM LK. Philippines: J.P. Morgan Securities Philippines Inc. is a member of the Philippine Stock Exchange and is regulated by the 
Securities and Exchange Commission. Brazil: Banco J.P. Morgan S.A. is regulated by the Comissao de Valores Mobiliarios (CVM) and by the 
Central Bank of Brazil. Mexico: J.P. Morgan Casa de Bolsa, S.A. de C.V., J.P. Morgan Grupo Financiero is a member of the Mexican Stock 
Exchange and authorized to act as a broker dealer by the National Banking and Securities Exchange Commission. Singapore: This material is 
issued and distributed in Singapore by J.P. Morgan Securities Singapore Private Limited (JPMSS) [MICA (P) 025/01/2011 and Co. Reg. No.: 
199405335R] which is a member of the Singapore Exchange Securities Trading Limited and is regulated by the Monetary Authority of Singapore 
(MAS) and/or JPMorgan Chase Bank, N.A., Singapore branch (JPMCB Singapore) which is regulated by the MAS. Malaysia: This material is 
issued and distributed in Malaysia by JPMorgan Securities (Malaysia) Sdn Bhd (18146-X) which is a Participating Organization of Bursa 
Malaysia Berhad and a holder of Capital Markets Services License issued by the Securities Commission in Malaysia. Pakistan: J. P. Morgan 
Pakistan Broking (Pvt.) Ltd is a member of the Karachi Stock Exchange and regulated by the Securities and Exchange Commission of Pakistan. 
Saudi Arabia: J.P. Morgan Saudi Arabia Ltd. is authorized by the Capital Market Authority of the Kingdom of Saudi Arabia (CMA) to carry out 
dealing as an agent, arranging, advising and custody, with respect to securities business under licence number 35-07079 and its registered address 
is at 8th Floor, Al-Faisaliyah Tower, King Fahad Road, P.O. Box 51907, Riyadh 11553, Kingdom of Saudi Arabia. Dubai: JPMorgan Chase 
Bank, N.A., Dubai Branch is regulated by the Dubai Financial Services Authority (DFSA) and its registered address is Dubai International 
Financial Centre - Building 3, Level 7, PO Box 506551, Dubai, UAE. 
  

Country and Region Specific Disclosures   
U.K. and European Economic Area (EEA):  Unless specified to the contrary, issued and approved for distribution in the U.K. and the EEA by 
JPMSL. Investment research issued by JPMSL has been prepared in accordance with JPMSL's policies for managing conflicts of interest arising 
as a result of publication and distribution of investment research. Many European regulators require a firm to establish, implement and maintain 
such a policy. This report has been issued in the U.K. only to persons of a kind described in Article 19 (5), 38, 47 and 49 of the Financial Services 
and Markets Act 2000 (Financial Promotion) Order 2005 (all such persons being referred to as "relevant persons"). This document must not be 
acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this document relates is only 
available to relevant persons and will be engaged in only with relevant persons. In other EEA countries, the report has been issued to persons 
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regarded as professional investors (or equivalent) in their home jurisdiction. Australia:  This material is issued and distributed by JPMSAL in 
Australia to “wholesale clients” only.  JPMSAL does not issue or distribute this material to “retail clients.”  The recipient of this material must not 
distribute it to any third party or outside Australia without the prior written consent of JPMSAL.  For the purposes of this paragraph the terms 
“wholesale client” and “retail client” have the meanings given to them in section 761G of the Corporations Act 2001.  Germany:  This material is 
distributed in Germany by J.P. Morgan Securities Ltd., Frankfurt Branch and J.P.Morgan Chase Bank, N.A., Frankfurt Branch which are 
regulated by the Bundesanstalt für Finanzdienstleistungsaufsicht.  Hong Kong:  The 1% ownership disclosure as of the previous month end 
satisfies the requirements under Paragraph 16.5(a) of the Hong Kong Code of Conduct for Persons Licensed by or Registered with the Securities 
and Futures Commission. (For research published within the first ten days of the month, the disclosure may be based on the month end data from 
two months’ prior.) J.P. Morgan Broking (Hong Kong) Limited is the liquidity provider/market maker for derivative warrants, callable bull bear 
contracts and stock options listed on the Stock Exchange of Hong Kong Limited. An updated list can be found on HKEx website: 
http://www.hkex.com.hk.  Japan: There is a risk that a loss may occur due to a change in the price of the shares in the case of share trading, and 
that a loss may occur due to the exchange rate in the case of foreign share trading. In the case of share trading, JPMorgan Securities Japan Co., 
Ltd., will be receiving a brokerage fee and consumption tax (shouhizei) calculated by multiplying the executed price by the commission rate 
which was individually agreed between JPMorgan Securities Japan Co., Ltd., and the customer in advance. Financial Instruments Firms: 
JPMorgan Securities Japan Co., Ltd., Kanto Local Finance Bureau (kinsho) No. 82 Participating Association / Japan Securities Dealers 
Association, The Financial Futures Association of Japan.  Korea:  This report may have been edited or contributed to from time to time by 
affiliates of J.P. Morgan Securities (Far East) Ltd, Seoul Branch.  Singapore:  JPMSS and/or its affiliates may have a holding in any of the 
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