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 Uptake of 3G services has been 

disappointing so far 
 Ubiquity of access more 

important than network speed 
 Applications centred on the 

ABCD segments could trigger 
growth in data usage 

 
 What's new 
Most of the industry participants at 
a recent conference we attended – 
3G India 2011 – were disappointed 
with the uptake of 3G services. We 
present the highlights of the 
conference, which was attended by 
mobile operators, content players 
and network vendors. 
 
 What's the impact 
Penetration of 3G in India is around 
2%, after less than a year since its 
introduction. A typical 3G user in 
India consumes less than 5MB of 
data per day. 
 
The participants in the conference 
cited the lack of sufficient spectrum 
resources, inadequate network 
coverage, and the absence of mass-
market affordable 3G handsets as 
the key reasons for the poor uptake 
of 3G services.  
 
Most industry personnel felt that 3G 
services should boost overall 

customer spend or average revenue 
per user (ARPU). However, one 
participant opined that incremental 
ARPU would be significantly higher 
when a customer migrates from a 
feature phone to a smartphone than 
when one migrates from a 2G phone 
to a 3G phone. 

 Potential impact on ARPU (%) 
 Migration from …  Blended ARPU Data ARPU 

2G to 3G 7 57 
Feature phone to smart phone 17 150 

Source: Huawei India 

 
Several operators are currently 
promoting 3G services by 
emphasising their superior data 
download speeds. However, ubiquity 
of access is seen as a far more 
important criterion than network 
speed to ensure good user 
experience. This is because many of 
the popular applications in the 
market do not need high speeds, but 
only connectivity at all times.  
 
The participants believe that the 
applications/services centred on the 
following segments – Astrology, 
Bollywood, Cricket and Devotion, 
collectively referred to as the ABCD 
segments – could be successful. The 
above four segments cater to the 
interests of a large population of the 
country, and hence if available at 
affordable price points to the masses 
could trigger strong growth in data 
usage. 
 
The above views reinforce our belief 
that 2G GPRS packs being offered 
currently by the telcos could 
continue to remain popular. Even 
though the price points on 3G plans 
are similar to that of the 2G GPRS 
plans, the ubiquity of the GPRS 
network is likely to ensure its 
popularity in the next couple of 
years.  
 

 Monthly data plans (Mumbai circle) 
  3G 2G GRPS 

  Rs 
Data usage 

 limit Rs 
Data usage 

 limit 
Airtel 101 200 MB* 98 2 GB 
Vodafone 102 100 MB 99 2 GB 
Idea 105 200 MB* 98 2 GB 

Source: Company  

* Double data usage offered for a limited period. 

Note: Bharti Airtel (BHARTI IN, Rs 380.9, Underperform 
[4]); Idea Cellular (IDEA IN, Rs96.45, Underperform [4]); 
Vodafone India (Not listed)  

 
 Delegates at3G India 2011 checking out 
3G services at the Spice Digital counter 

 
Source: Daiwa 

 
 What we recommend 
We maintain our negative view on 
the sector with Underperform 
ratings on the three telcos under our 
coverage. The stocks are trading at 
EV/EBTIDA multiples of 6.7-8.2x 
on our FY12 forecasts, which we 
think is expensive considering the 
inherent risks involved.  
 
 How we differ 
We believe the market is factoring in 
an overly optimistic operational 
performance and ignoring the 
medium-term risks related to 
regulatory developments (new 
telecom policy 2011, review of 
interconnect charges) over the next 
six months, which could be the key 
catalysts for a derating.  
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Disclaimer 
This publication is produced by Daiwa Securities Capital Markets Co. Ltd. and/or its non-U.S. affiliates, and distributed by Daiwa Securities Capital Markets Co. Ltd. and/or its non-U.S. 
affiliates, except to the extent expressly provided herein. This publication and the contents hereof are intended for information purposes only, and may be subject to change without further 
notice. Any use, disclosure, distribution, dissemination, copying, printing or reliance on this publication for any other purpose without our prior consent or approval is strictly prohibited. 
Neither Daiwa Securities Capital Markets Co. Ltd. nor any of its respective parent, holding, subsidiaries or affiliates, nor any of its respective directors, officers, servants and employees, 
represent nor warrant the accuracy or completeness of the information contained herein or as to the existence of other facts which might be significant, and will not accept any responsibility or 
liability whatsoever for any use of or reliance upon this publication or any of the contents hereof. Neither this publication, nor any content hereof, constitute, or are to be construed as, an offer 
or solicitation of an offer to buy or sell any of the securities or investments mentioned herein in any country or jurisdiction nor, unless expressly provided, any recommendation or investment 
opinion or advice. Any view, recommendation, opinion or advice expressed in this publication may not necessarily reflect those of Daiwa Securities Capital Markets Co. Ltd., and/or its affiliates 
nor any of its respective directors, officers, servants and employees except where the publication states otherwise. This research report is not to be relied upon by any person in making any 
investment decision or otherwise advising with respect to, or dealing in, the securities mentioned, as it does not take into account the specific investment objectives, financial situation and 
particular needs of any person. 
 
Daiwa Securities Capital Markets Co. Ltd., its parent, holding, subsidiaries or affiliates, or its or their respective directors, officers and employees from time to time have trades as principals, or 
have positions in, or have other interests in the securities of the company under research including derivatives in respect of such securities or may have also performed investment banking and 
other services for the issuer of such securities. The following are additional disclosures. 
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Daiwa Securities Capital Markets Co. Ltd and Daiwa Securities Group 
Daiwa Securities Capital Markets Co. Ltd and Daiwa Securities Group: Daiwa Securities Capital Markets Co. Ltd is a subsidiary of Daiwa Securities Group. 
Investment Banking Relationship 
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This research is distributed in Hong Kong by Daiwa Capital Markets Hong Kong Limited (“DHK”) which is regulated by the Hong Kong Securities and Futures Commission. Recipients of this 
research in Hong Kong may contact DHK in respect of any matter arising from or in connection with this research. 
Ownership of Securities 
For “Ownership of Securities” information, please visit BlueMatrix disclosure Link at http://www2.us.daiwacm.com/report_disclosure.html. 
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For “Investment Banking Relationship”, please visit BlueMatrix disclosure Link at http://www2.us.daiwacm.com/report_disclosure.html. 
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DHK market making 
DHK may from time to time make a market in securities covered by this research. 
 
Singapore 
This research is distributed in Singapore by Daiwa Capital Markets Singapore Limited and it may only be distributed in Singapore to accredited investors, expert investors and institutional 
investors as defined in the Financial Advisers Regulations and the Securities and Futures Act (Chapter 289), as amended from time to time. By virtue of distribution to these category of 
investors, Daiwa Capital Markets Singapore Limited and its representatives are not required to comply with Section 36 of the Financial Advisers Act (Chapter 110) (Section 36 relates to 
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Australia 
This research is distributed in Australia by Daiwa Capital Markets Stockbroking Limited and it may only be distributed in Australia to wholesale investors within the meaning of the 
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India 
This research is distributed by Daiwa Capital Markets India Private Limited (DAIWA) which is an intermediary registered with Securities & Exchange Board of India. This report is not to be 
considered as an offer or solicitation for any dealings in securities. While the information in this report has been compiled by DAIWA in good faith from sources believed to be reliable, no 
representation or warranty, express of implied, is made or given as to its accuracy, completeness or correctness. DAIWA its officers, employees, representatives and agents accept no liability 
whatsoever for any loss or damage whether direct, indirect, consequential or otherwise howsoever arising (whether in negligence or otherwise) out of or in connection with or from any use of 
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analysis, in evaluating the information in this document. The data contained in this document is subject to change without any prior notice DAIWA reserves its right to modify this report as 
maybe required from time to time. DAIWA is committed to providing independent recommendations to its Clients and would be happy to provide any information in response to any query 
from its Clients. This report is strictly confidential and is being furnished to you solely for your information. The information contained in this document should not be reproduced (in whole or 
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is resident or located in any state or country or jurisdiction where such publication, distribution or use would be contrary to any statutory legislation, or regulation which would require DAIWA 
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