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Assured leadership; however, top-line growth to shrink 
In Q2’10, Bharti Airtel Limited (Bharti) registered a decline of 1.0% qoq in 
top line to Rs. 98.5 bn, primarily on account of subdued performance by all 
segments. Its principal business, mobile services, witnessed a fall in ARPUs 
of 8.4% qoq. However, the Company gained on the part of volumes by 
delivering above-average performance in the form of whopping subscriber 
net-additions at a monthly average of 2.74 mn. Although the industry is 
witnessing tariff wars and intense competition, further propelled by the new 
entrants, Bharti is expected to withstand the intense period of irrational price 
competition and sustain its market position on the back of strong network 
coverage, first mover advantage, and high quality customer service. 
Furthermore, strong balance sheet position, positive free cash flows, and 
well-diversified portfolio of services make the stock outstand its peer. 
Although, we expect the telecom stocks to under-perform in near term, we 
find Bharti pickable for long-term on dips sub-Rs. 300 during the current 
volatility. However, at the current market price of Rs. 310.1, we recommend 
a hold, with a target price of Rs. 335. 
Above-average ARPUs foreseen: The entry of foreign players with their 
predatory pricing techniques has made the decline in ARPU steeper for all 
operators. In the present scenario, where each circle has more than 10-12 
operators, the tariff rates have still to reach their bottom. The introduction of 
per second billing and at-par long distance calling would suppress the top 
line growth in the coming quarters as the consequent elasticity in usage is 
not so evident. In such a case, Bharti, in our view, has the ability to maintain 
its ARPU above the industry average owing to a high-quality customer mix.  
Sustained leadership: Bharti has again safeguarded its leadership position 
in this quarter. Despite new entrants in the industry, the Company witnessed 
only a marginal decline of 50 bps qoq in its market share to 23.5% in this 
quarter. Even the Company’s revenue market share appreciated 90 bps to 
32.7% despite aggressive competition. Although tariff wars, forthcoming 
number portability and new entrants will reduce the Company’s market 
share marginally in the near-term, Bharti will maintain its leadership position 
on account of high-quality customer service, quality and coverage of 
network and distribution strength.  
 

 

 

 

 

 

                                                                                                                                                                                                                                                                                                                                                                             
 

 

Bharti Airtel Limited Hold

Key Figures (Consolidated)
Quarterly Data Q2'09 Q1'10 Q2'10 YoY% QoQ% H1'09 H1'10 YoY%
(Figures in Rs mn, except per share data)

Net Sales 90,203   99,416   98,455  9.1% (1.0%) 175,036 197,871 13.0%
EBITDA 36,717   41,123   41,416  12.8% 0.7% 71,823   82,539   14.9%
EBITDA Margin 40.7% 41.4% 42.1% 41.0% 41.7%

Mobile subscribers 77.5       102.4     110.5    42.6% 8.0% 77.5       110.5     42.6%
Telemedia subscribers 2.5         2.8         2.9        16.7% 3.5% 2.5         2.9         16.7%

ARPU (Mobile) 331        275        252       (23.9%) (8.4%)
ARPU (Telemedia) 1,147     1,027     989       (13.8%) (3.7%)
MoU (Mobile) 526        478        450       (14.4%) (5.9%)

Per Share Data (Rs.)
EPS 5.3 6.6 6.1 15.0% (7.7%) 10.7 12.7 19.6%

RESULTS REVIEW

Share Data

Market Cap Rs. 1,177.40 bn

Price Rs. 310.10

BSE Sensex 16,601.20

Reuters BRTI.BO

Bloomberg BHARTI IN

Avg. Volume (52 Week) 1.68 mn

52-Week High/Low Rs. 518.00 /229.50 

Shares Outstanding 3,796.84 mn

Valuation Ratios (Consolidated)

FY end 31 March 2010E 2011E

EPS (Rs.) 19.2 14.1

+/- (%) -13.5% -26.5%

PER (x) 16.1x 21.9x

EV/Subscriber (Rs.) 9,875 7,782

EV/ Sales (x) 3.5x 3.4x

EV/ EBITDA (x) 8.8x 9.0x

Shareholding Pattern (%)

Promoters 67.7

FIIs 18.4

Institutions 8.1

Public & Others 5.8

Holding >1% (Non-Promoter)

ICICI Prudential Life Insurance Co. Ltd. 1.4

Life Insurance Corporation of India 4.6

Relative Performance
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Result Highlights  

• Bharti reported flat sales at Rs. 98,455 mn depite a reasonable 

subscribers’ addition. 

• EBITDA remained flat for the quarter, whereas EBITDA margin 

improved on a sequential basis by 70 bps to 42.1% on the back of cost 

rationalization and operational excellence. 

• The Company’s net profits depreciated by 7.8% qoq, whereas the net 

profit margin declined 174 bps to 23.6%, primarily on account of a sharp 

fall in non-operating income. 

 

Segment analysis  

• Mobile Services: The mobile services segment reported a marginal fall 

of 2% qoq in revenue to Rs. 80,994 mn, primarily on account of a 3% 

decline in ARR as a result of tariff war and a 6% decline in MOU 

(minutes of usage)  owing to increasing proportion of rural customers, 

dual and multiple SIM consumption. Although Bharti witnessed an 

upsurge of 8% in mobile customers on a sequential basis, its market 

share depreciated by 50 bps qoq to 23.5%. 

 

• Enterprise Services: Enterprise segment registered a 2.5% yoy decline 

in revenue to Rs. 21,331 mn. However, the segment improved its 

profitability with EBITDA appreciating 18% yoy and EBITDA margin 

surging by 884 bps yoy to 51.7%. 

 

• Telemedia Services: The segment experienced flat sales of Rs. 8,544 

mn and flat profits in Q2’10. Besides, the Company witnessed a below-

average customer additions of 100,000 (average 105,000 over the last 4 

quarters), increasing the customer base to 2.93 mn in September 2009. 

Further, the segment witnessed a 3.7% qoq reduction in ARPUs. 

 

• Passive Infrastructure Services: The segment’s top-line appreciated 

7% qoq to Rs. 8,586 mn and profitability increased by 13% qoq. Further, 

the segment’s EBITDA margin surged by 247 bps on a sequential basis 

to 46.8%, primarily on the back of increase in revenue sharing to 1.49 in 

Q2’10 from 1.43 in previous quarter.  
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Key Events 

• Bharti Airtel is in discussion with Abu Dhabi Group for buying 70 per 

cent stake in Bangladesh's  Warid Telecom. The Dhabi Group, owner of  

Warid telecom, has received approval from the Bangladesh 

Telecommunications Regulatory Commission (BTRC) for the sale. 

• Reliance Globalcom and Bharti Airtel have recently signed an 

agreement in Manila to build and operate a submarine cable system. 

 

Valuation   

Currently, the stock is trading at a forward P/E of 16.1x for FY10E and 21.9x 

for FY11E. Bharti has the competitive advantage of a strong balance sheet, 

healthy cash position and the largest network in India. Our DCF-based 

valuation gives a fair value of Rs. 335 based on the assumptions of a 13.3% 

WACC and a 5% terminal growth. With turbulence in the telecommunication 

sector, further reduction in revenues on the back of tariff wars and 

forthcoming number portability, we maintain our Hold rating on the stock. 

  

 

 

 

 

 

Key Figures (Consolidated)
Year to March FY06 FY07 FY08 FY09 FY10E FY11E CAGR (%)
(Figures in Rs mn, except per share data)       (FY09–11E)

Net Sales 116,215 185,195 270,250 369,615 371,895     377,369 1.0%
EBITDA 43,374   74,506   113,086 150,085 146,013     143,513 (2.2)%
EBITDA Margin 37.3% 40.2% 41.8% 40.6% 39.3% 38.0%

Mobile subscribers 19.6       37.1       62.0       93.9       127.5         162.2     31.4%
Telemedia subscribers 1.3        1.9        2.3        2.7        3.1             3.6        14.2%

ARPU (Mobile) 442        406        357        325        226            162        (29.4)%
ARPU (Telemedia) 1,063     1,112     1,137     1,071     978            1,019     (2.5)%
MOU (Mobile) 431        475        507        493        435            394        (10.6)%

Per Share Data (Rs.)
EPS 6.0 11.2 17.7 22.3 19.2 14.1 (20.3)%
PER (x) 69.7x 67.9x 46.8x 13.9x 16.1x 21.9x
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Disclaimer 
 
This report is not for public distribution and is only for private circulation and use. The Report should not be reproduced 
or redistributed to any other person or person(s) in any form. No action is solicited on the basis of the contents of this 
report. 
  
This material is for the general information of the authorized recipient, and we are not soliciting any action based upon it. 
This report is not to be considered as an offer to sell or the solicitation of an offer to buy any stock or derivative in any 
jurisdiction where such an offer or solicitation would be illegal. It is for the general information of clients of Indiabulls 
Securities Limited. It does not constitute a personal recommendation or take into account the particular investment 
objectives, financial situations, or needs of individual clients. You are advised to independently evaluate the investments 
and strategies discussed herein and also seek the advice of your financial adviser. 
 
Past performance is not a guide for future performance. The value of, and income from investments may vary because of 
changes in the macro and micro economic conditions. Past performance is not necessarily a guide to future performance. 
 
This report is based upon information that we consider reliable, but we do not represent that it is accurate or complete, 
and it should not be relied upon as such. Any opinions expressed here in reflect judgments at this date and are subject to 
change without notice. Indiabulls Securities Limited (ISL) and any/all of its group companies or directors or employees 
reserves its right to suspend the publication of this Report and are not under any obligation to tell you when opinions or 
information in this report change. In addition, ISL has no obligation to continue to publish reports on all the stocks 
currently under its coverage or to notify you in the event it terminates its coverage. Neither Indiabulls Securities Limited 
nor any of its affiliates, associates, directors or employees shall in any way be responsible for any loss or damage that 
may arise to any person from any error in the information contained in this report. 
 
The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal 
views about the subject stock and no part of his or her compensation was, is or will be, directly or indirectly related to 
specific recommendations or views expressed in this report. No part of this material may be duplicated in any form and/or 
redistributed without Indiabulls Securities Limited prior written consent.  
 
The information given herein should be treated as only factor, while making investment decision. The report does not 
provide individually tailor-made investment advice. Indiabulls Securities Limited recommends that investors 
independently evaluate particular investments and strategies, and encourages investors to seek the advice of a financial 
adviser. Indiabulls Securities Limited shall not be responsible for any transaction conducted based on the information 
given in this report, which is in violation of rules and regulations of National Stock Exchange or Bombay Stock Exchange. 
 
 


