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Bharti Airtel (BRTI.BO)
Buy: Tower Power — Raising Target Price to Rs960

Target price change &

m New target price on the tower option — We incorporate an option value of Rs158

for Bharti’s towerco based on improving visibility in tower dynamics in India. E:z{aL((];vORFI:EOD Rs791.i|(5
Maximum leverage on many value drivers to robust Indian wireless growth keeps Target price R$960.00
Bharti our top regional telco pick and a India model portfolio constituent. from Rs800.00

m Many drivers to more tower sharing in India — (1) Significant build-out ahead Expected shqre price return 21'3:%’
largely in rural areas — sharing bodes well for significant capex savings; (2) Expected dividend yield — 03%
potential cost savings could see low tariffs go lower to drive penetration growth: Expected total retur 21.6%
a national objective; and (3) policy and regulatory forces are all in favor. Sharing ~ Market Cap Rs1,500,372M
at ~25% now; we estimate this will rise to 60-70% by FY11. US$34,007M

m TowerCo: opportunity to further leverage Bharti's competitive edge — Bharti’s
demonstrated rollout capabilities, tower share of 36-38% (versus 22% subs
share) and early initiatives on infrastructure sharing (asset spin-off, tower
sharing MoU with Vodafone) open up the opportunity for Bharti Infratel to

Price Performance (RIC: BRTI.BO, BB: BHARTI IN)

become the largest towerco in India. INR
700

m TowerCo potential: numbers and value — On a DCF, we see US$6.1bn of NPV 600
from the towerco initiative. The implied EV/EBITDA of 17.5x FYO8E and 11.7x 500
FYO9E are at discounts to a US peer group trading at ~20x on the same metric. 200
300

m Valuation implications for Bharti, and risks — TowerCo NPV is Rs145/Bharti N N
share. We estimate cost savings at Rs13/share — all of which add to an option Mar Jun Sep Dec
value of Rs158/share from its tower initiatives. We see this gradually building
into the stock price as execution data points filter in. Slower tower sharing
uptake would be the key risk to our argument.

See Appendix A-1 for Analyst Certification and important disclosures.

Figure 1. Bharti Televentures — Statistical Abstract Rahul Singh?

Yearto  Revenue  Net Profit EPS  EBITDA  EBIDA  P/E  P/CEPS Dividend ~ *91-22-6631-9863

31-Mar (Rs m) (Rs m) (Rs) (Rs m)  Growth (%) (x) (x) (%) rahul.r.singh@citigroup.com
2005 80,028 14,978 8.081 29,687 270 97.9 56.5 0.0 .

2006 116215 22566 11915 42,981 s 664 395 oo  HeadofAsian Telecoms
2007E 191,932 41,352 21.835 75,057 74.6 36.2 22.4 0.3 Anand Ramachandran, CFA2
2008E 274,091 60,326  31.853 109,330 457 248 15.7 06 ,850-2501.2448

2009E 338,855 72,968 38528 135921 243 205 12.8 1.0

anand.ramachandran@citigroup.com

Source: Company Reports and Citigroup Investment Research estimates

Citigroup Research is a division of Citigroup Global Markets Inc. (the "Firm"), which 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. Non-US research analysts who have prepared this report are not registered/qualified as research analysts with the NYSE
and/or NASD.

Customers of the Firm in the United States can receive independent, third-party research on the company or companies covered in this report, at no cost to them, where such
research is available. Customers can access this independent research at http://www.smithbarney.com (for retail clients) or http://www.citigroupgeo.com (for institutional
clients) or can call (866) 836-9542 to request a copy of this research.

ICitigroup Global Market India Private Limited; 2Citigroup Global Markets Asia

Citigroup Global Markets | Equity Research




Bharti Airtel (BRTI.BO)
21 February 2007

For further data queries on Citigroup's full coverage
universe please contact CIR Data Services Asia Pacific at
CitiResearchDataServices@citigroup.com

or +852-2501-2791

@ . Powered by:

dataCentral

Fiscal year end 31-Mar 2005 2006 2007E 2008E 2009E
Valuation Ratios

P/E adjusted (x) 97.9 66.4 36.2 24.8 20.5
EV/EBITDA adjusted (x) 52.9 37.1 21.7 15.3 12.4
P/BV (x) 24.0 16.3 11.6 8.4 6.4
Dividend yield (%) 0.0 0.0 0.3 0.6 1.0
Per Share Data (Rs)

EPS adjusted 8.08 11.92 21.83 31.85 38.53
EPS reported 8.08 11.92 21.83 31.85 38.53
BVPS 32.95 48.67 68.16 94.64 124.55
DPS 0.00 0.00 2.10 4.80 7.70
Profit & Loss (RsM)

Net sales 80,028 116,215 191,932 274,091 338,855
Operating expenses -61,305 -88,610 -142,536 -199,854 -247 428
EBIT 18,723 27,605 49,395 74,236 91,427
Net interest expense -1,996 -2,512 -1,589 -3,265 -2,981
Non-operating/exceptionals -124 272 0 0 0
Pre-tax profit 16,604 25,365 47,806 70,972 88,446
Tax -1,528 -2,539 -6,454 -10,646 -15,478
Extraord./Min.Int./Pref.div. -98 -260 0 0 0
Reported net income 14,978 22,566 41,352 60,326 72,968
Adjusted earnings 14,978 22,566 41,352 60,326 72,968
Adjusted EBITDA 29,687 42,981 75,057 109,330 135,921
Growth Rates (%)

Sales 65.6 45.2 65.2 42.8 23.6
EBIT adjusted 129.1 47.4 78.9 50.3 23.2
EBITDA adjusted 89.8 44.8 74.6 45.7 24.3
EPS adjusted 195.1 47.4 83.2 459 21.0
Cash Flow (RsM)

Operating cash flow 32,583 48,320 106,541 121,867 126,784
Depreciation/amortization 10,964 15,376 25,662 35,094 44,494
Net working capital 1,029 7,295 37,938 23,183 6,341
Investing cash flow -29,938 -54,095 -103,809 -110,074 -93,651
Capital expenditure -26,982 -57,309 -103,998 -110,490 -94,230
Acquisitions/disposals -1,464 3,631 0 0 0
Financing cash flow -860 5,338 3,771 -10,854 -25,881
Borrowings -1,017 -806 10,000 3,000 -6,000
Dividends paid 0 0 -4.451 -10,174 -16,321
Change in cash 1,784 -438 6,503 939 71,252
Balance Sheet (RsM)

Total assets 159,073 215,681 306,384 388,971 449,077
Cash & cash equivalent 3,087 2,649 9,915 10,853 18,105
Accounts receivable 10,098 14,203 19,193 24,668 27,108
Net fixed assets 131,809 180,971 258,545 333,941 383,677
Total liabilities 97,258 122,545 176,348 208,783 212,242
Accounts payable 0 0 0 0 0
Total Debt 89,048 112,898 166,701 199,136 202,595
Shareholders' funds 61,814 93,135 130,036 180,188 236,835
Profitability/Solvency Ratios (%)

EBITDA margin adjusted 37.1 37.0 39.1 39.9 40.1
ROE adjusted 28.0 29.5 37.4 39.1 35.2
ROIC adjusted 13.1 13.9 17.1 19.0 18.9
Net debt to equity 139.1 118.4 120.6 104.5 77.9
Total debt to capital 59.0 54.8 56.2 52.5 46.1
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Tower companies are an operator-
agnostic play on wireless growth

Market dynamics, geography and
regulation are supportive

De-mystifying Tower Sharing

The recent hive-offs of the tower assets into 100% subsidiaries by RCOM and
Bharti have brought tower sharing in focus. We analyse the prospects for tower
sharing in India, followed by Bharti's positioning and potential value creation
opportunity through independent tower companies (towerco).

Tower industry drivers : Clear and present, in our view

The tower industry, in our view, offers a clean way to play the wireless growth as
it is neutral to competitive changes in terms of market share movement between
operators. For now, tower assets would include all passive infrastructure i.e.
land, foundation/civil work, tower, shelter, electricals, air-conditioning, power
supply/ DG sets and optical cables/ducts (see Appendix for a typical plan).
Typically, the towerco would charge a rental that would cover all the direct opex
(incl. the escalation thereof) and generate sufficient returns on the capex
incurred to set up the tower. Over time, as and when regulation allows for it,
active infrastructure (electronics and transmission) sharing could well come
under consideration as well — we are not incorporating this into our workings for
now.

The key drivers of tower companies’ prospects and growth in the Indian context
are as below.

1. Low penetration (14%), coverage (~54%) and pending rural rollout mean
that tower additions would continue at a scorching pace over the next 2-3
years, providing enough opportunity for tower companies to establish
themselves. It should be noted however that in a low penetration scenario
like India, operators will try and optimize their sharing ratio in a way that
does not compromise too much their geographical head start.

Figure 2. Skewed Population Distribution Will Also Necessitate Tower Sharing in Not-So-Dense Areas

Total no. of villages = 607,000
80.0% - 74.0%

70.0% +
60.0% -
50.0% -
40.0% -
30.0% -
20.0% +

16.8%

. 7.8%
10.0% - 1.4%

0.0%

Top 33% 34-58% 59-82% Bottom 18%

Source: TRAI

2. Lowest voice tariffs in the world (2cents/min) and moderate EBITDA
margins (mid 30s) imply operators are always looking to cut costs and pass
it on to the consumers to drive growth. The TRAI indicates that 60% of
wireless roll-out costs today are going into setting up of passive
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infrastructure with the balance 40% contributing to active infrastructure/
electronics. Our discussion with the operators supports this. We also see
tower sharing as having a strong demonstration effect i.e. if two companies
start sharing and thus lower their costs, the rest will have to follow to
achieve cost parity.

3. High MOUs and spectrum scarcity imply denser coverage requirements,
thus increasing the requirement for cell sites/towers. While 3G services
would increase the need for tower space, growth would continue to be
driven predominantly by voice.

Cost saving opportunity will drive 4. Policy makers and the regulator (TRAI) appear fully in favour. The DoT has
sharing, though regulatory push is an in fact sought the TRAI's views for any amendments/changes to existing
added positive licensing conditions or legislation to encourage infrastructure sharing. The

TRAI has since issued a comprehensive consultation paper on ways and
means to promote infrastructure sharing — the last date for interested
parties to respond to the regulator on the various initiatives was Dec 31,
2006. We see it as only an issue of time to more infrastructure sharing
being officially encouraged if not mandated. In fact, the DoT has already
initiated the first round of USO-funded towers to be built in low-density
areas for which the bids have been invited.

Figure 3. Identified Sites Under USO Funded Scheme to Cover 11% of Population

State No. of proposed towers No. of villages covered Population coverage(m)
Assam 121 4717 2.5
up 447 11126 13.7
MP 1845 27642 24.0
Rajasthan 1484 7906 5.0
Jharkhand 305 1872 2.4
Karnataka 415 17276 21.5
Maharashtra 1018 13349 17.1
AP 774 11866 21.1
Orissa 679 9860 5.7
West Bengal 159 5465 6.4
Gujarat 246 1872 2.4
Tamilnadu 68 862 1.2
Total 7561 113813 122.8
%o0f India's population 11%

Source: Company Reports and Citigroup Investment Research

5. A six-seven operator market is a positive driver for tower sharing as
operators try to minimize duplication and maximise efficiency of rollout. The
market share of the top 4 operators (Bharti, Reliance, BSNL and Hutch-
Vodafone) is relatively close indicating that they would be more amenable to
infrastructure sharing. All the operators are either well-capitalized or
backed by strong promoters ensuring no slowdown in the future rollouts.
Despite recurring consolidation (the opportunities for which appear limited
for the time being), we expect India to remain a 4-5 operator market, thus
boding well for tower sharing in the long term.

We believe that at such a nascent stage, tower sharing in India faces very little
risks. The main difference vis-a-vis the more developed US market is the lack of
zoning restrictions, which could lower the entry barriers for Indian towercos.
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High FCF and steady annuity stream
make it an attractive investment

High growth potential in towers as
well as level of sharing

However, it is offset by the bigger growth opportunity in India and entry barriers
in form of rollout skills and capital requirements. In the long-term, risks could
emerge from consolidation and emergence of new technologies.

Tower companies: Investment attractiveness

We see tower Companies provide a relatively risk-free and operator-agnostic play
on wireless growth.

1. Tower companies’ have a visible and predictable annuity cash flow stream
with low working capital requirements and negligible bad debt.

2. Maintenance capex is low. In fact the economic life of towers could be 40-
50 years as against book depreciation schedule of 12 years.

3. High operating leverage means that the paybacks can improve dramatically
as the tenancy factor increases. Most of the tower rental contracts also allow
the towerco to pass on the cost escalations in direct operating costs.

As a result, the towerco’s free cash flow generation is healthy and goes up
exponentially as the proportion of sharing increases on its towers. In an Indian
context, though the initial few years would see negative to low FCF, the cash flow
generation could be quite healthy in a stable state especially if the tenancy
factor rises >2.0x.

Figure 4. Typical Return Profile of Tower Capex

Tenancy Factor (x) 1.0 1.5 2.0
RoA 8.0% 10.5% 12.5%
Payback (years) 13 10 8

Source: Citigroup Investment Research

Indian tower industry: Nascent stage but significant potential

We have arrived at the potential size of the Indian tower base based on our
estimates for traffic growth, keeping MOUs/cell site more or less stable, as
outlined in Figure 5 below. The number of towers is derived from the number of
cell sites by assuming an average tenancy factor — 1.15x at present going up to
2.0x by FY11 and 2.5x in the long term.

Two points worth highlighting here:

m As a sanity check, our estimates on total cell sites (A) are not very different
from TRAI estimates (135,000 by 2007 and 330,000 by 2010)

m We acknowledge our tenancy assumptions as more guesstimates for now but

with Bharti’s headstart, the consequent market pressures and the regulatory
push, we think these are realistic expectations

Citigroup Global Markets | Equity Research
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Figure 5. Indian Wireless: Tower Industry Estimates

FY05
Subscriber base —end of period (m) 53
MOU per month 279
Total minutes per year (m) 144814
Subs per cell site 1200
No. of cell sites (A) 36103
Average tenancy 1.05
No. of towers (B) 34384

Source: Citigroup Investment Research estimates

FYO6  FYO7E  FYO8E  FYO9E  FYIOE  FYIIE  FY12E  FYI3E  FYL4E  FYISE  FY16E
92 162 239 314 388 452 510 561 600 634 664
323 338 340 345 333 329 331 335 342 352 362

281940 515885 818594 1144083 1399809 1658050 1909591 2152153 2382856 2607403 2822013

1200 1150 1100 1000 1000 975 975 975 950 950 925
60560 110532 182462 276540 350794 430867 493675 549070 610973 649781 701828

1.10 1.15 1.25 1.50 1.75 2.00 2.10 2.20 2.30 2.40 2.50
55055 96115 145970 184360 200453 215433 235083 249577 265640 270742 280731

Large operators with execution track
record have a natural edge

Given the favorable industry dynamics in tower sharing, we think Bharti is very
well placed to capitalize on this opportunity given the management’s
demonstrated strengths in managing aggressive rollout plans. We have
estimated the tower option to be worth Rs158/share based on (a) the NPV of
incremental cash flows from the standalone towerco business model
(Rs145/share) plus, (b) NPV of the resultant cost savings in Bharti’'s EBITDA
based on efficiency improvements and progressively lower rentals with higher
sharing (Rs13/share). Our entire analysis treats the towerco as a separate
standalone entity, which means that part of the revenues of the towerco would
be an expense item for Bharti (as an anchor tenant).
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Bharti Infratel — Leveraging Parent’s Strengths

Bharti has decided to hive off its passive infrastructure assets into 100%
subsidiary (Bharti Infratel). While the move is aimed at deriving cost
efficiencies, we believe it also offers an opportunity for Bharti to establish
leadership in the still nascent tower industry, and hence create a platform for
value creation and monetization.

Strong rollout track record

Bharti Infratel could leverage on the efficient execution machinery and large
scale O&M experience of the company. Given the strong enabling conditions for
tower sharing in India, Bharti’'s towerco therefore has a good opportunity to
convert its competitive advantage into a standalone business model. As per our
estimates, Bharti has 36-38% of total towers today, which is likely to be
sustained especially with the proposed arrangement with Vodafone-Hutch. The
key hurdle that Bharti would face is the reluctance of other operators to come to
the table. However, with a strong anchor tenant (Bharti itself) and likely strong
second tenant (i.e. Vodafone), we believe Bharti can establish a head start and
would therefore be able to offer much better rentals to other potential tenants.

Largest stock of towers
Bharti owns more towers than listed We estimate Bharti to own about 36,000 towers by end-FYQ7, highest among the
US peers... Indian operators and even higher than the stock owned by the US towercos viz.

American Tower, Crown Castle, etc. However, there is lack of clarity on how
many of these towers are shareable especially the older sites (which were built
for only own use) and the smaller rooftop towers. Some of the older towers could
however be upgraded to accommodate 3-4 tenants. A typical ground-base tower
would cost Rs2.0-2.5m for own use and Rs3.0-3.5m for 3-4 tenants.

Figure 6. Estimated Share of Towers in India

Tata Tele Others
8% 3%

Bharti
36%

BSNL
22%

Relia:me Hutch
12% 19%

Source: Citigroup Investment Research

Low level of sharing at present

...with low sharing at present In addition, given Bharti’s disclosures regarding 23% of its 34,000 sites to be
shared (and the fact that higher proportion of the shared towers are owned by
them than otherwise), we estimate average tenancy factor for Bharti’s towers to
be about 1.1x, marginally below the industry’s.
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Figure 7. Bharti's Sites/Towers (as on December 2006)

Bharti's cell sites - (a) 34,000 As on Dec-06

Less: Shared towers 7,820 @23% as disclosed by the company
Add: Own of shared towers 4,692 @60% of total shared towers
Bharti's owned towers - (b) 30,872

Bharti's tenancy factor (x) 1.10

Source: Company and Citigroup Investment Research
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How Do We Value the Towerco Option?

The option value for Bharti’s towerco is estimated at Rs158/share and
comprises:

(1) The NPV of cash flows from the standalone towerco business model
(Rs145/share)

plus,

(2) NPV of the resultant cost savings in Bharti’s EBITDA based on a)
efficiency improvements and b) progressively lower rentals with higher
sharing (Rs13/share).

Tower co operating assumptions

The key assumptions in estimating towerco’s cash flows and NPV are as below.

m Bharti’'s share of towers staying in the high-30s, going up gradually to 40% by
FY12E, as the leadership gets established.

m Tenancy factor to increase to 1.5x (from 1.1 currently) in FYO9E and 2.0x by
FY11E.

m Based on the estimated mobile network opex for FY06-07 and average
number of cell sites, we estimate Bharti's average opex per tower to be about
Rs40,000 per month. Focus on efficiency improvements (for example from
bulk buying of consumables and services, etc.) could lead to a gradual
reduction in opex/site. We have assumed the opex to gradually decline to
Rs35,000/month over the next 3-5 years.

m Capex per tower of Rs2.5-2.7m initially but going up to Rs3.0m from FY09
onwards. In addition, maintenance capex is assumed at 2.5-3.0% of
outstanding gross assets. Please note that the net result of these assumptions
is an estimated tower capex of US$1137m in FYO8. This is in line with
Bharti’s total capex guidance of US$2.5bn in FYO8. Assuming the wireless
capex to be US$1.8bn (70% of total), the tower capex translates to 60-65% of
that, which is in line with the current industry norms.

m The rentals are assumed to come down gradually to reflect higher sharing
and declining opex per tower. However, EBITDA margins estimated to go up
from ~30% at 1.0x tenancy to ~50% at 2.0x tenancy.

m Overall assumptions are broadly in line with the typical payback associated
with different levels of sharing (refer Figure?2).

m Depreciation over 12 years. Low tax rates in the initial years due to
interest/depreciation shelter, but full tax rates in the terminal year (FY16).

m WACC of 10.8% (same as for Bharti) and a terminal growth rate of 4% beyond
FY16.

We estimate the NPV of cash flows to be worth Rs145/share for Bharti, which
implies EV/EBITDA of 17.5x for FYO8E and 11.7x for FYOQE.
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Figure 8. Bharti TowerCo — Financial Projections

FYO8E
Bharti's share 38%
Bharti owned towers (nos) 55468
Rental per tenant per month (Rs) 50000
Average tenancy on Bharti's towers 1.25
Tower rental revenues (Rs m) 41601
Opex per tower per month (Rs) 39000
Operating costs (Rs m) 25959
EBITDA (Rs m) 15642
EBITDA (%) 38%
EBITDA per tower (Rs/year) 282000
Implied RoA 9.4%
Implied Payback (years) 11
Capex per tower (Rs m) 2.5
Total capex (Rs m) 50035
Total Capex (US$m) 1137
EBIT (Rs m) 7959
NOPAT (Rs m) 7167
FCF (Rs m) -35185
Terminal Value (Rs m) 496969
Implied terminal EV/EBITDA (x) 7.4
NPV (Rs m) 274230
NPV (Rs/share) 145
WACC (Bharti's current) 10.8%
Terminal growth rate 4%

Source: Citigroup Investment Research estimates
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Note that the imputed EV/EBITDA is at a discount to the more established US
peers. This indicates that our valuation estimates are reasonable
notwithstanding the higher cost of capital for Indian TowerCos, which is offset by
the higher growth potential and favorable industry dynamics for tower sharing in

India.

Figure 9. Valuation Parameters — US Tower Companies
Share price (US$)

Company Name

American Tower Corp

Crown Castle International Corp
SBA Communications Corp

Bharti Infratel (Implied)

RIC Code
AMT.N

SBAC.0

19-Feb-07
40.3
34.9

28.7

NA

Mkt. cap.
US$m
17,156
10,987
2,999

NA

EV/EBITDA (x)
2007E 2008E
20.9 19.6
20.1 19.1
21.9 19.4
17.5 11.7

Source: Citigroup Investment Research, For Bharti Infratel, the implied valuations are for FYO8E and FYO9E

respectively

We have also highlighted current KPIs for the more established US peer group
versus our estimates for Bharti InfraTel from FY14-16E and note a lot of these
are in sync. In particular, our long-term assumptions for sharing per tower,

B
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average revenue per tenant per month and EBITDA margins are relatively
conservative vis-a-vis US peers. The capex/sales assumptions for Bharti
TowerCo in the terminal year at 18% are quite conservative in relation to ~10%
at present for the US peers.

Figure 10. US Towers Companies : Financial & Operational Snapshot (US$ in Millions)

American Tower (YE Dec) Crown Castle (YE Dec) SBA Communications (YE Dec) Bharti Infra (YE March)

2005 2006 2007E 2005 2006 2007E 2005 2006 2007E 2014E 2015E 2016E
Rev 945 1,317 1,440 677 788 1,380 260 351 410 2281 2357 2545
EBITDA 601 884 990 330 424 745 92 155 205 1289 1346 1497
EBITDA Margins (%) 63.7% 67.1% 68.8% 48.8% 53.8% 54.0% 35.3% 44.0% 50.1% 56.5% 57.1% 58.8%
Capex 89 127 131 65 125 148 20 27 33 608 320 457
Capex to sales (%) 9.4% 9.6% 9.1% 9.6% 15.8% 10.7% 7.6% 1.7% 7.9% 27% 14% 18%
Total Towers ('000 nos) 22.8 23.0 23.3 12.5 12.9 23.9 3.3 5.5 5.7 106 108 112
Tenants/Tower 2.9 3.2 3.5 2.8 3.2 3.1 2.9 3.0 3.2 2.3 2.4 2.5
Total rental/mgmt rev 930 1,294 1,413 597 697 1,271 161 256 317 2281 2357 2545
Monthly Rentals/Tenant 1,172 1,464 1,447 1,441 1,426 1,425 1,403 1,291 1,447 778 756 756

Source: Company, Citigroup Investment Research estimates

Cost savings would be an added positive (to the extent retained)

In addition to the towerco cash flows, we also value the cost savings for Bharti
(especially in the latter years) from lower rentals vis-a-vis base case opex
(Rs40,000/month if there was no hive-off). Please note that in the initial years
(when Bharti is likely to be the sole tenant on most of the towers), the EBITDA
impact is negative but is more than offset in later years by the cost reductions
from efficiency improvements and higher sharing.

We assume that 50% of these cost savings would be passed through to the
consumers. The post-tax cash flows from the retained cost savings could be
worth Rs13/share as per our estimates. Please note that the retained cost
savings translate to only 70-80bps improvement in EBITDA margin, which we
believe is reasonable despite the competitive intensity.

Figure 11. Bharti: Cost Savings From Infrastructure Sharing

FYOSE FYO9E FY10E FYLLE FY12E FY13E FY14E FY15E FY16E
Bharti’s opex savings versus base case -6656 -2655 1924 5170 5642 5990 6375 7797 8085
Assuming Bharti retains 50% -6656 -2655 962 2585 2821 2995 3188 3899 4043
Potential EBITDA margin improvement -3.2% -1.0% 0.3% 0.7% 0.7% 0.7% 0.7% 0.8% 0.8%
Post-tax cash flow -5658 -2190 770 1991 2116 2216 2263 2690 2708
NPV (Rs m) 24320
NPV (Rs/share) 13

Source: Citigroup Investment Research estimates

Including the NPV of the towerco’s cash flows, we arrive at the total option value
of the towerco at Rs140/share.
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Typical Layout for a Ground-Base Tower

Appendix

Source: GTL Infrastructure Ltd.
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Figure 12. Bharti — Income Statement, FY05-FYQ9E (Rs in Millions)

Year to 31 Mar FY05 FY06 FYO7E FYOSE FYO9E
Mobile revenue 52,976 80,822 144,420 207,156 251,777
Infotel revenue 35,264 46,613 71,233 97,389 118,728
Intersegment revenue 0 0 0 0 0
Total service revenue 78,936 113,724 191,932 274,091 338,855
Other revenue 1,092 1,160 - - -
Total Revenue 80,028 114,884 191,932 274,091 338,855
Access charges (16,869) (21,776) (54,340) (78,321) (96,681)
Network operating (6,537) (11,729) (21,525) (29,765) (37,148)
Cost of sales of goods (1,021) (1,169) (662) (761) (875)
Personnel (5,155) (8,186) (12,570) (16,599) (19,529)
SG&A (13,029) (19,146) (32,384) (42,857) (52,989)
Intersegment elimination - - 23,722 30,455 37,651
Total Operating Expenses (42,611) (62,006) (97,759) (137,849) (169,571)
EBITDA ex license fee 37,417 54,210 94,173 136,242 169,283
License fee (7,730) (11,228) (19,116) (26,911) (33,362)
Adjusted EBITDA 29,687 42,981 75,057 109,330 135,921
Depreciation (9,908) (14,206) (24,119) (33,613) (43,073)
Amortization (1,056) (1,170) (1,542) (1,481) (1,421)
Preoperative expenditure (533) (120) - - -
Other income 410 392 - - -
EBIT 18,600 27,877 49,395 74,236 91,427
Net finance costs (1,996) (2,512) (1,589) (3,265) (2,981)
Non recurring items gain/(loss) - - - - -
PBT 16,604 25,365 47,806 70,972 88,446
Current tax (945) (1,773) (6,454) (10,646) (15,478)
Deferred tax (expense)/income (583) (767) - - -
PAT 15,076 22,826 41,352 60,326 72,968
Minority interests (98) (260) - - -
Profit/ (loss) for the year 14,978 22,566 41,352 60,326 72,968
EPS (Rs) 8.1 11.9 21.8 31.9 38.5
DPS (Rs) - - 2.1 48 1.7
Payout ratio (%) 0.0% 0.0% 10.0% 15.0% 20.0%
Shares outstanding (MM) 1,853 1,894 1,894 1,894 1,894
Growth Y/Y (%)

Revenues 65.6% 43.6% 67.1% 42.8% 23.6%
EBITDA 89.8% 44.8% 74.6% 45.7% 24.3%
EPS 195.1% 47.4% 83.2% 45.9% 21.0%
DPS NA NA NA 128.6% 60.4%

Source: Company Reports and Citigroup Investment Research estimates
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Figure 13. Bharti — Balance Sheet, FY05-09E (Rs in Millions)

I

As at 31 Mar FY05 FY06 FYO7E FYOSE FYOSE
Net PP&E block 92,597 142,411 221,527 298,403 349,561
Investments 5,662 3,216 3,216 3,216 3,216
Deferred tax asset (net) (1,183) (1,946) (1,946) (1,946) (1,946)
Inventories 545 381 1,256 2,033 2,711
Sundry debtors 10,098 14,203 19,193 24,668 27,108
Cash and bank balances 3,087 2,649 9,915 10,853 18,105
Other current assets, loans and 5,471 11,042 11,042 11,042 11,042
advances

Total current assets 19,202 28,275 41,405 48,597 58,966
Current liabilities 51,245 78,396 122,199 151,634 161,093
Provisions - - - - -
Total current liabilities 51,245 78,396 122,199 151,634 161,093
Net current assets (32,043) (50,121) (80,793)  (103,037)  (102,126)
Total Assets 106,644 135,339 182,240 235,392 286,039
Share capital 18,534 18,939 18,939 18,939 18,939
Reserve and surplus (5,056) 17,511 54,412 104,564 161,210
Shareholders equity 13,478 36,450 73,351 123,502 180,149
Secured loans 37,803 34,503 44,503 47,503 41,503
Minority interests 749 957 957 957 957
Total Liabilities 106,644 135,339 182,240 235,392 286,039
Source: Company Reports and Citigroup Investment Research estimates

Figure 14. Bharti — Cash Flow Statement, FY05-09E (Rs in Millions)

Year to 31 Mar FY05 FY06 FYO7E FYO8E FYO9E
Cash Flow from Operations 32,583 48,320 106,541 121,867 126,784
Capex (26,982) (57,309)  (103,998)  (110,490) (94,230)
Cash Flow from other Investing (29,938) (54,095)  (103,809)  (110,074) (93,651)
Activities

Cash flow from Financing Activities (860) 5,338 3,771 (10,854) (25,881)
Change in cash 1,784 (438) 6,503 939 7,252
Beginning Cash 1,303 3,087 3,412 9,915 10,853
Closing cash 3,087 2,650 9,915 10,853 18,105
Source: Company Reports and Citigroup Investment Research estimates

Figure 15. Bharti — Key Assumptions, FY05-09E (Rs in Millions)

Year to 31 Mar FY05 FY06 FYO7E FYOSE FYOSE
Wireless Subscribers (million) 10.98 19.58 37.07 55.00 70.80
% Prepaid Subscribers 715% 83% 86% 87% 88%
ARPU prepaid (Rs) 336 326 338 297 267
ARPU postpaid (Rs) 1,030 899 912 839 876
MOU prepaid (Mins) 243 320 358 340 323
MOU postpaid (Mins) 695 740 784 792 808
Rev. per minute - prepaid (Rs) 1.38 1.02 0.94 0.87 0.82
Rev. per minute -postpaid (Rs) 1.48 1.22 1.16 1.12 1.08
Capex / Sales (%) 54% 55% 54% 40% 28%
Net Debt (Rs M) 34,716 31,853 34,588 36,649 23,397

Source: Company Reports and Citigroup Investment Research estimates
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Figure 16. Asian Telecoms — Regional Wireless Valuations Comps

Company RIC Price Rating PE(x) Ea(r;nAigE P/CEPS(x) EV/EBITDA(x0 E%Il'l\'([;)é Dividend Yield(%)
20-Feb-07 06E/ 07E| 06E-09E/ 06E/ 07E 06E/ 07E| 06E-09E/ 06E/ 07E
FYO7E  /FYO8E | FYO7E-10E FYO7E  /FYOSE FYO7E  /FYOSE FY017[I]EE FYO7E  /FYOSE
AIS ADVA.BK Bt77.5 2H 13.5 13.1 6.5% 6.4 6.2 5.7 5.5 4.5% 8.1% 7.6%
Bharti BRTI.BO  Rs791.4 1L 36.2 24.8 26.0% 22.4 15.7 20.4 14.0 29.0% 0.3% 0.6%
China Unicom 0762.HK HK$10.46 1L 22.0 18.9 12.5% 4.6 4.2 4.8 3.9 5.4% 1.1% 1.1%
China Mabile 0941.HK  HK$74.8 2L 23.4 19.9 15.4% 11.1 9.9 8.9 7.8 8.5% 2.0% 2.3%
Digi DSOM.KL RM17 1L 15.8 14.5 8.2% 8.9 8.3 7.2 6.5 7.3% 6.6% 6.9%
FET 4904.TW  NT$37.8 2L 11.1 11.2 1.0% 5.7 5.7 5.0 4.8 0.0% 8.2% 1.7%
Globe GLO.PS P1355 2L 14.3 13.0 10.0% 5.9 5.9 5.5 5.0 4.5% 3.7% 5.9%
Indosat ISAT.JK  Rp5850 M 23.1 17.9 24.9% 6.6 49 5.9 5.2 16.0% 2.6% 1.9%
KTF 032390.KS  W26150 3M 13.4 10.4 21.5% 3.4 3.2 3.8 3.3 6.4% 4.5% 5.1%
LGT 032640.KQ  W11450 M 8.5 7.3 9.3% 4.1 3.5 5.1 3.9 11.5% 0.0% 3.0%
Maxis MXSC.KL RM12.1 2L 15.5 15.1 3.2% 10.2 9.1 8.1 8.0 9.9% 6.3% 6.9%
MobileOne MONE.SI $$2.18 2L 13.1 13.1 2.2% 1.1 7.8 7.0 7.3 0.7% 10.7% 6.9%
RCOM RLCM.BO Rs452.15 M 32.9 21.8 NA 17.8 12.7 17.5 12.1 NA 0.4% 0.7%
SKT 017670.KS  W201500 M 10.7 9.8 7.8% 5.2 49 4.7 4.3 2.6% 4.2% 5.2%
SmarTone 0315.HK  HK$7.64 3M 54.1 24.5 43.6% 5.6 5.1 3.3 2.6 4.2% 1.2% 2.7%
TAC TACC.SI Us$4.1 3L 14.6 11.9 18.2% 6.0 5.1 6.5 5.9 9.3% 0.0% 0.0%
Tata Tele TIML.BO  Rs24.05 M NM NM NM 25.9 14.1 21.4 14.5 39.2% 0.0% 0.0%
Taiwan Mobile 3045.TW  NT$32.3 2L 9.9 11.3 -2.6% 6.7 7.2 6.0 5.9 0.5% 8.0% 8.0%
Wid. Avg 23.2 18.9 11.4 9.6 9.8 8.0 2.3% 2.6%
Median 14.6 13.1 6.5 6.0 6.0 5.7 3.1% 4.0%
Note : Includes special dividend for M1
Source: Citigroup Investment Research estimates
Figure 17. Asian Telecoms — Regional Integrated Valuations Comps
Company RIC Price Rating PE(x) Earning P/CEPS(x) EV/EBITDA (x) EBITDA Dividend Yield
CAGR CAGR (%)
06E/ 07E/|  06E-09E/ 06E/ 07E/ 06E/ 07E/| O06E-09E/ 06E/ 07E/
20-Feb-07 FYO7E FYO8E| FYO7E-10E FYO7E FYO8E FYO7E FYO8E | FY07E-10E FYO7E FY08E
China Tel 0728.HK  HK$3.87 1L 14.3 13.8 6.7% 4.3 4.2 5.0 4.6 1.6% 2.1% 2.1%
China Netcom 0906.HK  HK$20.5 1L 12.7 12.3 6.4% 3.8 3.6 46 4.2 0.4% 2.1% 2.9%
Chunghwa 2412.TW  NT$63.9 1L 14.0 13.0 2.6% 1.2 7.2 5.8 5.5 -0.6% 5.6% 6.7%
HTIL 2332.HK  HK$16.74 3M 178.7 53.5 114.0% 13.4 10.0 11.4 8.9 25.8% 0.0% 0.0%
KT 030200.KS  W42750 2L 10.5 9.5 0.7% 3.7 3.5 4.4 4.2 0.2% 4.8% 8.4%
MTNL MTNL.BO  Rs144.8 3L 18.2 22.6 -21.4% 7.8 8.2 4.3 49 -6.6% 3.1% 2.8%
PCCW 0008.HK  HK$4.67 M 14.3 13.5 0.4% 6.2 5.6 6.6 6.0 2.0% 4.2% 4.5%
PLDT TEL.PS P2595 1L 15.1 13.7 12.3% 1.1 8.4 6.6 6.1 6.4% 4.4% 5.2%
PT Telkom TLKM.JK  Rp9650 1L 17.5 15.5 15.9% 9.0 8.1 6.1 5.3 12.6% 2.3% 3.6%
VSNL VSNL.BO Rs427.85 2M 20.9 19.3 9.8% 12.3 11.1 10.6 8.9 9.6% 1.1% 1.0%
Singapore Tel STEL.SI $$3.44 1L 17.1 14.8 7.8% 11.1 9.9 9.4 8.7 2.8% 7.0%* 3.4%
StarHub STAR.SI $$2.79 1L 20.4 15.6 14.3% 10.2 9.3 10.1 8.6 8.0% 3.9% 5.4%
True Corp TRUE.BK Bt6.6 IH NM NM NM 2.6 2.4 6.7 5.4 11.7% 0.0% 0.0%
Telekom Mal TLMM.KL RM10.7 1L 19.9 16.3 16.7% 6.2 5.6 6.1 5.5 8.0% 4.0% 4.5%
Witd Avg 15.4 14.0 1.4 6.8 6.7 6.0 3.9% 3.7%
Median 17.1 14.8 1.5 1.6 6.4 5.5 3.5% 3.5%

Note : Include special dividend for SingTel

Source: Citigroup Investment Research estimates
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Quant View — Glamour

Bharti lies in the Glamour quadrant of our value/momentum map with relatively
expensive valuation but strong momentum. The stock looks relatively expensive
as strong trend earnings growth of 49% fails to support trading at 47x trailing
EPS. On the momentum front, price momentum has been improving for the past
half year. This, coupled with positive earnings estimate revision for the fifth
month, results in a strong relative momentum score.

The stock currently ranks better than the Indian market and Telecoms & Media
sector on momentum but worse on valuation.

Risk analysis suggests a moderately positive exposure to falling Asian interest
rates and small cap out-performance.

Radar Screen Quadrant Definitions

Glamor Attractive

Poor relative value but | Superior relative value

superior relative and superior relative

momentum momentum

Unattractive Contrarian

Poor relative value and | Superior relative value

poor relative momentum| but poor relative
momentum

Figure 18. Radar Quadrant Chart History
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Figure 19. Radar Valuation Momentum Ranks
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Figure 20. Radar Model Inputs
IBES EPS (Actual and Estimates)

FY(-2) 3.15 Implied Trend Growth % (3+2) 48.7
FY(-1) 6.53 Trailing PE (x) 46.5
FYO 10.78 Implied Cost of Debt (%) 5.00
FY1 21.44 StdMktCap 3.00
FY2 31.37

Source: Worldscope, I/B/E/S

Figure 21. Macro Sensitivity

Region 1.13 Commodity ex Oil (0.11)
Local Market 0.87 Rising Qil Prices (0.06)
Sector 0.28 Rising Asian IR's (0.46)
Growth Outperforms Value 0.04 Rising EM Yields (0.03)
SmallCaps Outperform LargeCaps 0.30 Stronger US$ (vs Asia) 1.73
Widening US Credit Spreads (0.24) Weaker ¥ (vs US$) (0.07)

Source: Citigroup Investment Research
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Bharti Airtel
Company description

Bharti Airtel, through its group companies, provides cellular-phone services in
all the 23-telecom circles of India. The group also provides fixed-line phone
services, broadband, long-distance and enterprise services. The company is
listed on The Stock Exchange, Mumbai (BSE) and The National Stock Exchange
of India Limited (NSE). The major shareholders are Bharti Telecom, SingTel and
Vodafone.

Investment thesis

We rate Bharti as Buy/Low Risk (1L) with a target price of Rs960. We believe
continued robust wireless market expansion and Bharti's ability to capture this
growth profitably will be a recurring theme. We estimate FY06-09 earnings
CAGR of 47.9%, more than double that of the broader market. We believe that
competitive pressures, though intense, will continue to be rational as low
revenue yields and moderate EBITDA margins leave little room for disruptive
pricing. Additionally, most regulatory concerns are behind us and 3G
recommendations, though discomforting, cannot derail the growth path, in our
view. The strategic shareholding of SingTel, which the company has increased
over time, leaves us comfortable with execution issues and new initiatives (such
as electronic recharge, vendor tie-ups or a One Alliance partnership). Combined
with strong brand presence and a good corporate governance standard, Bharti
appears a strong investment. The company has yet to realize the benefits of
economies of scale, and we expect a slight strengthening of margins.

Valuation

Our 12-month forward target price of Rs960 is based on core DCF of Rs800 and
a towerco option value of Rs158. The core DCF (as on March-08) is based on a
WACC of 10.8%, a terminal growth rate of 4% and beta of 0.9 (implying a
terminal EV/EBITDA multiple of 8.5x). We prefer DCF as our primary valuation
methodology because the wireless market will likely continue to see robust
growth requiring upfront capex but should generate significant free cash beyond
2009-10. Our target price (net of towerco value) represents a FYO9E P/E of
20.8x, P/CEPS of 12.9x and EV/EBITDA of 11.3x. The imputed target P/E (net of
towerco) of 25.0x FYOS8E is at 25% premium to the broad market P/E (20.0x
FYOS8E at the higher end of our Sensex target of 16,000). This, we believe, is
justified by above-average earnings growth, improved earnings visibility and
relative insulation from macro risks (interest rates and political risks).

Risks

Our quantitative risk-rating system, which tracks 260-day share price volatility,
rates Bharti as Low Risk. We are comfortable attributing a Low Risk rating for
the following reasons: (1) Bharti has a track record of profitability and
execution; (2) the company's capex plans are fully funded; and (3) the strategic
shareholding of SingTel leaves us comfortable with execution issues and
initiatives. The risks that could prevent the stock from reaching our target price
include competition-led tariff pressures, un-remunerative capex, overall market
downside, and slower-than-expected execution of the tower sharing initiative.
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Citigroup Global Markets Inc. or its affiliates expects to receive or intends to seek, within the next three months, compensation for investment banking services from China
Mobile, China Netcom, China Telecom, China Unicom, DiGi.Com, Tata Teleservices (Maharashtra) Ltd, Total Access Communication and Videsh Sanchar Nigam Ltd.

Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from Advanced Info Service, American
Tower, Bharti Airtel, China Mobile, China Netcom, China Telecom, China Unicom, Chung Hwa Tel, DiGi.Com, Far EasTone, Globe Telecom, Hutchison Telecommunication Intl.,
KT Corp, LG TeleCom Co Ltd, Maxis Communications Bhd, MobileOne, MTNL, PCCW, PLDT, PT Indosat, PT Telkom, Reliance Communications, Singapore Telecom, SK Telecom
Co Ltd, StarHub, Taiwan Mobile Co Ltd, Tata Teleservices (Maharashtra) Ltd, Telekom Malaysia, Total Access Communication, True Corporation and Videsh Sanchar Nigam
Ltd in the past 12 months.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following company(ies) as investment banking client(s): American Tower, China Mobile,
China Netcom, China Telecom, China Unicom, Chung Hwa Tel, DiGi.Com, Hutchison Telecommunication Intl., MTNL, PT Telkom, Reliance Communications, SBA
Communications Corp, Singapore Telecom, SmarTone Communications, Tata Teleservices (Maharashtra) Ltd, Total Access Communication, True Corporation and Videsh
Sanchar Nigam Ltd.
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Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following company(ies) as clients, and the services provided were
non-investment-banking, securities-related: Advanced Info Service, Bharti Airtel, China Mobile, China Netcom, China Telecom, China Unicom, Crown Castle International,
DiGi.Com, Far EasTone, Globe Telecom, Hutchison Telecommunication Intl., KT Corp, LG TeleCom Co Ltd, Maxis Communications Bhd, MobileOne, MTNL, PCCW, PLDT, PT
Indosat, PT Telkom, Reliance Communications, Singapore Telecom, SK Telecom Co Ltd, StarHub, Taiwan Mobile Co Ltd, Tata Teleservices (Maharashtra) Ltd, Telekom
Malaysia, Total Access Communication, True Corporation and Videsh Sanchar Nigam Ltd.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following company(ies) as clients, and the services provided were
non-investment-banking, non-securities-related: Advanced Info Service, American Tower, Bharti Airtel, China Mobile, China Netcom, China Telecom, China Unicom, Chung
Hwa Tel, DiGi.Com, Far EasTone, Globe Telecom, Hutchison Telecommunication Intl., KT Corp, Maxis Communications Bhd, MobileOne, MTNL, PCCW, PLDT, PT Indosat, PT
Telkom, Reliance Communications, Singapore Telecom, SK Telecom Co Ltd, StarHub, Taiwan Mobile Co Ltd, Tata Teleservices (Maharashtra) Ltd, Telekom Malaysia, Total
Access Communication, True Corporation and Videsh Sanchar Nigam Ltd.

Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its affiliates ("the
Firm"). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability, which includes revenues from, among other business units, the
Private Client Division, Institutional Sales and Trading, and Investment Banking.

The Firm is a market maker in the publicly traded equity securities of American Tower, China Mobile, Chung Hwa Tel, Crown Castle International, KT Corp, PLDT, PT Telkom,
SBA Communications Corp, Singapore Telecom and SK Telecom Co Ltd.

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citigroup Investment Research product ("the
Product"), please contact Citigroup Investment Research, 388 Greenwich Street, 29th Floor, New York, NY, 10013, Attention: Legal/Compliance. In addition, the same
important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are contained on the Firm's disclosure website at
www.citigroupgeo.com. Private Client Division clients should refer to www.smithbarney.com/research. Valuation and Risk assessments can be found in the text of the most
recent research note/report regarding the subject company. Historical disclosures (for up to the past three years) will be provided upon request.

Citigroup Investment Research Ratings Distribution

Data current as of 31 December 2006 Buy Hold Sell
Citigroup Investment Research Global Fundamental Coverage (3106) 43% 41% 15%
% of companies in each rating category that are investment banking clients 45% 41% 34%
China -- Asia Pacific (76) 54% 14% 32%
% of companies in each rating category that are investment banking clients 34% 55% 50%
Hong Kong -- Asia Pacific (91) 53% 14% 33%
% of companies in each rating category that are investment banking clients 44% 62% 33%
India -- Asia Pacific (118) 58% 14% 28%
% of companies in each rating category that are investment banking clients 48% 50% 39%
Indonesia -- Asia Pacific (13) 77% 15% 8%
% of companies in each rating category that are investment banking clients 50% 50% 0%
Malaysia -- Asia Pacific (39) 56% 10% 33%
% of companies in each rating category that are investment banking clients 18% 25% 8%
Philippines -- Asia Pacific (2) 50% 50% 0%
% of companies in each rating category that are investment banking clients 0% 0% 0%
Singapore -- Asia Pacific (47) 49% 21% 30%
% of companies in each rating category that are investment banking clients 48% 20% 21%
South Korea -- Asia Pacific (66) 48% 26% 26%
% of companies in each rating category that are investment banking clients 16% 12% 18%
Taiwan -- Asia Pacific (85) 59% 24% 18%
% of companies in each rating category that are investment banking clients 14% 15% 20%
Telecommunications--Infrastructure Services -- North America (5) 40% 60% 0%
% of companies in each rating category that are investment banking clients 50% 33% 0%
Thailand -- Asia Pacific (39) 41% 26% 33%
% of companies in each rating category that are investment banking clients 19% 20% 31%
Citigroup Investment Research Quantitative World Radar Screen Model Coverage (6737) 29% 44% 21%
% of companies in each rating category that are investment banking clients 31% 24% 22%
Citigroup Investment Research Quantitative Decision Tree Model Coverage (334) 48% 0% 52%
% of companies in each rating category that are investment banking clients 50% 0% 47%
Citigroup Investment Research Quantitative European Value & Momentum Screen (602) 30% 41% 30%
% of companies in each rating category that are investment banking clients 50% 42% 33%
Citigroup Investment Research Asia Quantitative Radar Screen Model Coverage (1858) 20% 60% 20%
% of companies in each rating category that are investment banking clients 22% 18% 20%
Citigroup Investment Research Quant Emerging Markets Radar Screen Model Coverage (1252) 20% 60% 20%
% of companies in each rating category that are investment banking clients 28% 25% 26%
Citigroup Investment Research Australia Quantitative Top 100 Model Coverage (100) 30% 40% 30%
% of companies in each rating category that are investment banking clients 43% 50% 37%
Citigroup Investment Research Australia Quantitative Bottom 200 Model Coverage (172) 30% 40% 30%
% of companies in each rating category that are investment banking clients 4% 1% 10%
Citigroup Investment Research Australia Quantitative Scoring Stocks Model Coverage (10) 50% 0% 50%
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% of companies n each rating category that are investment banking clients 20% 0% 60%
Guide to Fundamental Research Investment Ratings:
Citigroup Investment Research's stock recommendations include a risk rating and an investment rating.
Risk ratings, which take into account both price volatility and fundamental criteria, are: Low (L), Medium (M), High (H), and Speculative (S).
Investment ratings are a function of Citigroup Investment Research's expectation of total return (forecast price appreciation and dividend yield within the next 12 months)
and risk rating.
For securities in developed markets (US, UK, Europe, Japan, and Australia/New Zealand), investment ratings are: Buy (1) (expected total return of 10% or more for Low-Risk
stocks, 15% or more for Medium-Risk stocks, 20% or more for High-Risk stocks, and 35% or more for Speculative stocks); Hold (2) (0%-10% for Low-Risk stocks, 0%-15%
for Medium-Risk stocks, 0%-20% for High-Risk stocks, and 0%-35% for Speculative stocks); and Sell (3) (negative total return).
For securities in emerging markets (Asia Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings are: Buy (1) (expected total return of 15% or
more for Low-Risk stocks, 20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative stocks); Hold (2) (5%-15% for
Low-Risk stocks, 10%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low-Risk stocks,
10% or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks).
Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change in target
price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price movements and/or
other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to review by Research Management.
Your decision to buy or sell a security should be based upon your personal investment objectives and should be made only after evaluating the stock's expected
performance and risk.

Guide to Quantitative Research Investment Ratings:

Citigroup Investment Research Quantitative Research World Radar Screen recommendations are based on a globally consistent framework to measure relative value and
momentum for a large number of stocks across global developed and emerging markets. Relative value and momentum rankings are equally weighted to produce a global
attractiveness score for each stock. The scores are then ranked and put into deciles. A stock with a decile rating of 1 denotes an attractiveness score in the top 10% of the
universe (most attractive). A stock with a decile rating of 10 denotes an attractiveness score in the bottom 10% of the universe (least attractive).

Citigroup Investment Research Quantitative Decision Tree model recommendations are based on a predetermined set of factors to rate the relative attractiveness of stocks.
These factors are detailed in the text of the report. Each month, the Decision Tree model forecasts whether stocks are attractive or unattractive relative to other stocks in
the same sector (based on the Russell 1000 sector classifications).

Citigroup Investment Research Quantitative European Value & Momentum Screen recommendations are based on a European consistent framework to measure relative
value and momentum for a large number of stocks across the European Market. Relative value and momentum rankings are equally weighted to produce a European
attractiveness score for each stock. The scores are then ranked and put into deciles. A stock with a decile rating of 1 denotes an attractiveness score in the top 10% of the
universe (most attractive). A stock with a decile rating of 10 denotes an attractiveness score in the bottom 10% of the universe (least attractive).

Citigroup Investment Research Asia Quantitative Radar Screen and Emerging Markets Radar Screen model recommendations are based on a regionally consistent
framework to measure relative value and momentum for a large number of stocks across regional developed and emerging markets. Relative value and momentum
rankings are equally weighted to produce a global attractiveness score for each stock. The scores are then ranked and put into quintiles. A stock with a quintile rating of 1
denotes an attractiveness score in the top 20% of the universe (most attractive). A stock with a quintile rating of 5 denotes an attractiveness score in the bottom 20% of
the universe (least attractive).

Citigroup Investment Research Quantitative Australian Stock Selection Screen rankings are based on a consistent framework to measure relative value and earnings
momentum for a large number of stocks across the Australian market. Relative value and earnings momentum rankings are weighted to produce a rank within a relevant
universe for each stock. The rankings are then put into deciles. A stock with a decile rating of 1 denotes an attractiveness score in the top 10% of the universe (most
attractive). A stock with a decile rating of 10 denotes an attractiveness score in the bottom 10% of the universe (least attractive).

Citigroup Investment Research Quantitative Research Australian Scoring Stocks model recommendations are based on a predetermined set of factors to rate the relative
attractiveness of stocks. These factors are detailed in the text of the report. Each month, the Australian Scoring Stocks model calculates whether stocks are attractive or
unattractive relative to other stocks in the same universe(the S&P/ASX 100) and records the 5 most attractive buys and 5 most attractive sells on the basis of the criteria
described in the report.

For purposes of NASD/NYSE ratings-distribution-disclosure rules, a Citigroup Investment Research Quantitative World Radar Screen and European Value & Momentum
Screen recommendation of (1), (2) or (3) most closely corresponds to a buy recommendation; a recommendation from this product group of (4), (5), (6) or (7) most closely
corresponds to a hold recommendation; and a recommendation of (8), (9) or (10) most closely corresponds to a sell recommendation.

For purposes of NASD/NYSE ratings distribution disclosure rules, a Citigroup Investment Research Asia Quantitative Radar Screen or Quantitative Emerging Markets Radar
Screen recommendation of (1) most closely corresponds to a buy recommendation; a Citigroup Investment Research Asia Quantitative Radar Screen or Quantitative
Emerging Markets Radar Screen recommendation of (2), (3), (4) most closely corresponds to a hold recommendation; and a recommendation of (5) most closely corresponds
to a sell recommendation.

For purposes of NASD/NYSE ratings-distribution-disclosure rules, a Citigroup Investment Research Quantitative Research Decision Tree model recommendation of
“attractive" most closely corresponds to a buy recommendation. All other stocks in the sector are considered to be "unattractive" which most closely corresponds to a sell
recommendation.

Recommendations are based on the relative attractiveness of a stock, they can not be directly equated to buy, hold and sell categories. Accordingly, your decision to buy or
sell a security should be based on your personal investment objectives and only after evaluating the stock's expected relative performance.

For purposes of NASD/NYSE ratings-distribution-disclosure rules, a Citigroup Investment Research Quantitative Australian Stock Selection Screen model ranking in the top
third of the universe most closely corresponds, subject to market conditions, to a buy recommendation. A ranking in the bottom third of the universe, subject to market
conditions, most closely corresponds to a sell recommendation. All other stocks in the universe correspond to a hold recommendation. However, because Citigroup
Investment Research Quantitative Australian Stock Selection Screen model rankings are based on the relative attractiveness of a stock as compared to other stocks in the
same universe, they can not be directly equated to buy, hold and sell categories. Accordingly, your decision to buy or sell a security should be based on your personal
investment objectives and only after evaluating the stock's expected absolute performance.

For purposes of NASD/NYSE ratings-distribution-disclosure rules, membership of the Citigroup Investment Research Quantitative Australian Scoring Stocks Model buy
portfolio most closely corresponds to a buy recommendation; membership of the Citigroup Investment Research Quantitative Australian Scoring Stocks Model sell portfolio
most closely corresponds to a sell recommendation. However, because Citigroup Investment Research Quantitative Australian Scoring Stocks Model recommendations are
based on the relative attractiveness of a stock, they can not be directly equated to buy, hold and sell categories. Accordingly, your decision to buy or sell a security should
be based on your personal investment objectives and only after evaluating the stock's expected absolute performance.
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OTHER DISCLOSURES

The subject company's share price set out on the front page of this Product is quoted as at 20 February 2007 04:00 PM on the issuer's primary market.

Within the past 5 years, Citigroup Global Markets Inc. or its affiliates has acted as manager or co manager of an offering of equity securities of Hutchison
Telecommunication Intl., KT Corp, Maxis Communications Bhd and SBA Communications Corp.

Within the past 5 years, Citigroup Global Markets Inc. or its affiliates has acted as manager or co manager of an offering of fixed income securities of Advanced Info
Service, American Tower, Globe Telecom, KT Corp, KT Freetel Co Ltd, PLDT, SBA Communications Corp, SK Telecom Co Ltd and Taiwan Mobile Co Ltd.

Citigroup Global Markets Inc. and/or its affiliates has a significant financial interest in relation to Advanced Info Service, China Mobile, China Unicom, Crown Castle
International, KT Corp, Reliance Communications, Singapore Telecom and SK Telecom Co Ltd. (For an explanation of the determination of significant financial interest,
please refer to the policy for managing conflicts of interest which can be found at www.citigroupgeo.com.)

Citigroup Global Markets Inc. or its affiliates beneficially owns 2% or more of any class of common equity securities of American Tower, Tata Teleservices (Maharashtra) Ltd
and Telekom Malaysia.

Citigroup Global Markets Inc. or its affiliates beneficially owns 5% or more of any class of common equity securities of Bharti Airtel, China Telecom, Reliance
Communications and SK Telecom Co Ltd.

Citigroup Global Markets Inc. or its affiliates holds a long position in any class of common equity securities of Advanced Info Service, Bharti Airtel, China Mobile, China
Netcom, China Telecom, China Unicom, Chung Hwa Tel, DiGi.Com, Far EasTone, Globe Telecom, Hutchison Telecommunication Intl., KT Corp, Maxis Communications Bhd,
MTNL, PCCW, PLDT, PT Indosat, PT Telkom, SK Telecom Co Ltd, Taiwan Mobile Co Ltd, Tata Teleservices (Maharashtra) Ltd, Telekom Malaysia, Total Access Communication,
True Corporation and Videsh Sanchar Nigam Ltd.

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and may act as
principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been recommended in the
Product. The Firm regularly trades in the securities of the subject company(ies) discussed in the Product. The Firm may engage in securities transactions in a manner
inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal basis.

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other obligations of any
insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal amount invested. Although
information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its accuracy and it may be incomplete and
condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and completeness of the disclosures made in the Important Disclosures
section of the Product. The Firm's research department has received assistance from the subject company(ies) referred to in this Product including, but not limited to,
discussions with management of the subject company(ies). Firm policy prohibits research analysts from sending draft research to subject companies. However, it should
be presumed that the author of the Product has had discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and
estimates constitute the judgment of the author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without
notice. Prices and availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the
companies discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citigroup Investment Research does not set
a predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of Citigroup Investment Research to provide research coverage
of the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity constraints. The Product is for
informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in the
Product must take into account existing public information on such security or any registered prospectus.

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the reporting
requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign companies are generally not
subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of some foreign companies may be less liquid and
their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate movements may have an adverse effect on the value of an investment in
a foreign stock and its corresponding dividend payment for U.S. investors. Net dividends to ADR investors are estimated, using withholding tax rates conventions, deemed
accurate, but investors are urged to consult their tax advisor for exact dividend computations. Investors who have received the Product from the Firm may be prohibited in
certain states or other jurisdictions from purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details.
Citigroup Global Markets Inc. takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product
may be placed only through Citigroup Global Markets Inc.

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed by. The Product is made
available in Australia to wholesale clients through Citigroup Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992) and to retail clients through
Citigroup Wealth Advisors Pty Ltd. (ABN 19 009 145 555 and AFSL No. 240813), Participants of the ASX Group and regulated by the Australian Securities & Investments
Commission. Citigroup Centre, 2 Park Street, Sydney, NSW 2000. The Product is made available in Australia to Private Banking wholesale clients through Citigroup Pty
Limited (ABN 88 004 325 080 and AFSL 238098). Citigroup Pty Limited provides all financial product advice to Australian Private Banking wholesale clients through
bankers and relationship managers. If there is any doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the
Citigroup Private Bank in Australia. Citigroup companies may compensate affiliates and their representatives for providing products and services to clients. If the Product
is being made available in certain provinces of Canada by Citigroup Global Markets (Canada) Inc. (“CGM Canada”), CGM Canada has approved the Product. Citigroup
Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J 2M3. The Product may not be distributed to private clients in Germany. The Product is distributed in Germany
by Citigroup Global Markets Deutschland AG & Co. KGaA, which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). Frankfurt am Main, Reuterweg
16, 60323 Frankfurt am Main. If the Product is made available in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Ltd., it is attributable to Citigroup Global
Markets Asia Ltd., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong. Citigroup Global Markets Asia Ltd. is regulated by Hong Kong Securities and Futures
Commission. If the Product is made available in Hong Kong by The Citigroup Private Bank to its clients, it is attributable to Citibank N.A., Citibank Tower, Citibank Plaza, 3
Garden Road, Hong Kong. The Citigroup Private Bank and Citibank N.A. is regulated by the Hong Kong Monetary Authority. The Product is made available in India by
Citigroup Global Markets India Private Limited, which is regulated by Securities and Exchange Board of India. Bakhtawar, Nariman Point, Mumbai 400-021. If the Product
was prepared by Citigroup Investment Research and distributed in Japan by Nikko Citigroup Ltd., it is being so distributed under license. Nikko Citigroup Limited is
regulated by Financial Services Agency, Securities and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka
Securities Exchange. Akasaka Park Building, 2-20, Akasaka 5-chome, Minato-ku, Tokyo 107-6122. The Product is made available in Korea by Citigroup Global Markets
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Korea Securities Ltd., which is regulated by Financial Supervisory Commission and the Financial Supervisory Service. Hungkuk Life Insurance Building, 226 Shinmunno
1-GA, Jongno-Gu, Seoul, 110-061. The Product is made available in Malaysia by Citigroup Global Markets Malaysia Sdn Bhd, which is regulated by Malaysia Securities
Commission. Menara Citibank, 165 Jalan Ampang, Kuala Lumpur, 50450. The Product is made available in Mexico by Acciones y Valores Banamex, S.A. De C. V., Casa de
Bolsa, which is regulated by Comision Nacional Bancaria y de Valores. Reforma 398, Col. Juarez, 06600 Mexico, D.F. In New Zealand the Product is made available through
Citigroup Global Markets New Zealand Ltd., a Participant of the New Zealand Exchange Limited and regulated by the New Zealand Securities Commission. Level 19, Mobile
on the Park, 157 lambton Quay, Wellington. The Product is made available in Poland by Dom Maklerski Banku Handlowego SA an indirect subsidiary of Citigroup Inc., which
is regulated by Komisja Papieréw Wartosciowych i Gield. Bank Handlowy w Warszawie S.A. ul. Senatorska 16, 00-923 Warszawa. The Product is made available in the
Russian Federation through ZAO Citibank, which is licensed to carry out banking activities in the Russian Federation in accordance with the general banking license issued
by the Central Bank of the Russian Federation and brokerage activities in accordance with the license issued by the Federal Service for Financial Markets. Neither the
Product nor any information contained in the Product shall be considered as advertising the securities mentioned in this report within the territory of the Russian Federation
or outside the Russian Federation. The Product does not constitute an appraisal within the meaning of the Federal Law of the Russian Federation of 29 July 1998 No.
135-FZ (as amended) On Appraisal Activities in the Russian Federation. 8-10 Gasheka Street, 125047 Moscow. The Product is made available in Singapore through
Citigroup Global Markets Singapore Pte. Ltd., a Capital Markets Services Licence holder, and regulated by Monetary Authority of Singapore. 1 Temasek Avenue, #39-02
Millenia Tower, Singapore 039192. The Product is made available by The Citigroup Private Bank in Singapore through Citibank, N.A., Singapore branch, a licensed bank in
Singapore that is regulated by Monetary Authority of Singapore. Citigroup Global Markets (Pty) Ltd. is incorporated in the Republic of South Africa (company registration
number 2000/025866/07) and its registered office is at 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets (Pty) Ltd. is regulated by JSE Securities
Exchange South Africa, South African Reserve Bank and the Financial Services Board. The investments and services contained herein are not available to private
customers in South Africa. The Product is made available in Taiwan through Citigroup Global Markets Inc. (Taipei Branch), which is regulated by Securities & Futures
Bureau. No portion of the report may be reproduced or quoted in Taiwan by the press or any other person. No. 8 Manhattan Building, Hsin Yi Road, Section 5, Taipei 100,
Taiwan. The Product is made available in Thailand through Citicorp Securities (Thailand) Ltd., which is regulated by the Securities and Exchange Commission of Thailand.
18/F, 22/F and 29/F, 82 North Sathorn Road, Silom, Bangrak, Bangkok 10500, Thailand. The Product is made available in United Kingdom by Citigroup Global Markets
Limited, which is authorised and regulated by Financial Services Authority. This material may relate to investments or services of a person outside of the UK or to other
matters which are not regulated by the FSA and further details as to where this may be the case are available upon request in respect of this material. Citigroup Centre,
Canada Square, Canary Wharf, London, E14 5LB. The Product is made available in United States by Citigroup Global Markets Inc, which is regulated by NASD, NYSE and
the US Securities and Exchange Commission. 388 Greenwich Street, New York, NY 10013. Unless specified to the contrary, within EU Member States, the Product is made
available by Citigroup Global Markets Limited, which is regulated by Financial Services Authority. Many European regulators require that a firm must establish, implement
and make available a policy for managing conflicts of interest arising as a result of publication or distribution of investment research. The policy applicable to Citigroup
Investment Research's Products can be found at www.citigroupgeo.com. Compensation of equity research analysts is determined by equity research management and
Citigroup's senior management and is not linked to specific transactions or recommendations. The Product may have been distributed simultaneously, in multiple formats,
to the Firm's worldwide institutional and retail customers. The Product is not to be construed as providing investment services in any jurisdiction where the provision of
such services would be illegal. Subject to the nature and contents of the Product, the investments described therein are subject to fluctuations in price and/or value and
investors may get back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value that could equal or exceed the
amount invested. Certain investments contained in the Product may have tax implications for private customers whereby levels and basis of taxation may be subject to
change. If in doubt, investors should seek advice from a tax adviser. Advice in the Product has been prepared without taking account of the objectives, financial situation
or needs of any particular investor. Accordingly, investors should, before acting on the advice, consider the appropriateness of the advice, having regard to their objectives,
financial situation and needs.

© 2007 Citigroup Global Markets Inc. Citigroup Investment Research is a division and service mark of Citigroup Global Markets Inc. and its affiliates and is used and
registered throughout the world. Citigroup and the Umbrella Device are trademarks and service marks of Citigroup or its affiliates and are used and registered throughout
the world. Nikko is a registered trademark of Nikko Cordial Corporation. All rights reserved. Any unauthorized use, duplication, redistribution or disclosure is prohibited by
law and will result in prosecution. The information contained in the Product is intended solely for the recipient and may not be further distributed by the recipient. The Firm
accepts no liability whatsoever for the actions of third parties. The Product may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which
the Product refers to website material of the Firm, the Firm has not reviewed the linked site. Equally, except to the extent to which the Product refers to website material of
the Firm, the Firm takes no responsibility for, and makes no representations or warranties whatsoever as to, the data and information contained therein. Such address or
hyperlink (including addresses or hyperlinks to website material of the Firm) is provided solely for your convenience and information and the content of the linked site does
not in anyway form part of this document. Accessing such website or following such link through the Product or the website of the Firm shall be at your own risk and the
Firm shall have no liability arising out of, or in connection with, any such referenced website.

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
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