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Price Performance

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

 YTD 1m 3m 12m
Abs -5.3% 3.0% -0.6% 8.0%
Rel 2.9% -3.6% 5.3% 0.5%
 

Bharti Airtel Limited (Reuters: BRTI.BO, Bloomberg: BHARTI IN) 
Rs in mn, year-end Mar FY10A FY11E FY12E FY13E
Revenue 418,472 595,393 713,046 809,903
EBITDA 168,098 200,456 250,974 303,387
EBITDA marg in 40.2% 33.7% 35.2% 37.5%
Net Profit 99,587 65,771 84,477 112,596
Adjusted EPS (Rs) 26.3 17.3 22.2 29.6
Adjusted EPS growth (%) 17.5% (34.0%) 28.4% 33.3%
EV/EBITDA (x) 7.0 9.0 6.9 5.4
Adjusted P/E 12.94 19.61 15.27 11.46
FCF to mkt cap (%) 4.2% 3.4% 7.0% 11.3%
ROE 27.8% 14.1% 15.2% 17.4%
Net debt/EBITDA (0.1) 2.8 2.2 1.5

 

52-wk range (Rs) 376.95 - 252.00
Mkt cap (Rs mn) 1,290,021
Mkt cap ($ mn) 28,823
Shares O/S (mn) 3,798
Free float (%) 31.8%
3-mth avg trading vo lume 4,060,461
3m Average daily value ($ mn) 30.20
NIFTY 5,654
Exchange Rate 44.76
Price (Rs) 339.70
Date Of Price 25 Mar 11

Source: Company data, Bloomberg, J.P. Morgan estimates. Note: US GAAP till FY09, IFRS from FY10
 
See page 38 for analyst certification and important disclosures, including non-US analyst disclosures.  
J.P. Morgan does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the firm may 
have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their 
investment decision.  

We are upgrading our rating on Bharti Airtel to Overweight from N. Our new 
Mar-12 price target is INR 410/share offering 21% upside from current levels 
and we recommend building positions for the long term. Our upgrade is 
driven by the India wireless segment where we expect pricing stability from 
H2 FY12 (post the MNP impact). We also make an INR 28/share downward 
adjustment for quantifiable regulatory regimes. Bharti is currently trading at 
15x FY12E P/E and at our PT, Bharti would trade at 14x/15x FY13 JPM/cons 
EPS. We highlight the strong earnings growth expected.  

• India wireless: looking out to H2FY11: We expect pressure on post-paid 
ARPM over the next two quarters as a result of MNP and forecast a break-
away from the recent trend of moderating price declines. However, we see 
less pricing competition in the pre-paid segment based on recent checks 
suggesting stability in ARPMs from H2FY12. Continued strength in net 
adds is expected to drive volume growth of 20%/16%  for FY12/FY13.  

• Increased regulatory visibility; quantifying the impact: We expect 
details of a new national telecom policy (NTP 2011) to usher in regulatory 
clarity and be well received. While the outcome of the regulatory regime is 
by no means certain, we have quantified the impact for Bharti from [1] 
excess spectrum charge, [2] renewals [3] higher spectrum usage charges and 
[4] benefits from lower license fees. Please see page 13 for full details. 

• Africa margin concerns remain: We are encouraged by the strong 
elasticity but are also cognizant of competition. Our main concerns for 
Africa remain margin improvement. FY13 EBITDA margin: JPMe: 30% vs. 
target of 40%. MTN‘s strong margins suggest the close ties with scale and 
also highlight the muscle Bharti’s competitors are putting behind their key 
markets.  

• Mar-12 price target is INR 410 (vs. INR 370 earlier) driven by a wireless 
led INR 68 increase in our valuation of Bharti’s businesses to INR 438 to 
which we make an INR 28 regulatory adjustment. At our PT, Bharti would 
trade at 13.8x/14.8x JPMe/cons FY13 EPS. JPMe is 7% ahead of cons.  
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Company Description   P&L sensitivity metrics FY11E EBITDA FY11E EPS 
      impact (%) impact (%) 

 Wireless India & SEA revenue (Rs mn) 361,192  
     Impact of each 5% 3.2% 7.7% 
 Fixed revenue (Rs mn) 36,049  
      Impact of each 5% 0.4% 1.0% 
 EBITDA margin (%) 33.7%  
      Impact of each 1% 3.0% 7.2% 
 Capex (Rs mn) 141,855  
      Impact of each 5% NA 0.3% 
 Source: J.P. Morgan Estimates.   

Bharti Airtel Limited, a group company of Bharti 
Enterprises, is an integrated telecom services provider 
with operations in India, Sri Lanka, Bangladesh and 
now Africa. Established in 1995 by Sunil Mittal, Bharti 
Airtel has a 21% subscriber share in India and 30% 
revenue share. It has recently completed the 
acquisition of Zain’s African assets in 15 countries. 
Bharti Airtel has a strong execution track record over 
the past years and has a quality management team.  

    
Shareholding (Dec-10)  Price target and valuation analysis   

 
 
 
 
 
 

Our Dec-11 PT of Rs410 is based on our SOTP valuation. We value 
Bharti's core business at Rs383, passive infrastructure at Rs33, while 
Africa is value dilutive to the extent of Rs11 and Bharti's 36% effective 
stake in Indus adds Rs33. We make a INR 28 downward adjustment for 
regulatory risks. 

 Risk-free rate:  7.6% 
 Market risk premium:  6.0% 
 Beta:  0.9 

Indian 
Promoter

45%
Foreign 

Promoter
23%

FIIs
17%

Indian 
Institutions

9%

Others
6%

  Debt/capital  10.0% 
Source: BSE.   Cost of debt:  5.0% 
  Terminal “g”:  3.0% 
J.P. Morgan vs. consensus (Including Africa)  WACC  12.0% 
Sales     
Rs MM J. P. Morgan Consensus  
FY12E 713,046 714,256  
FY13E 809,903 801,749  
EBITDA  
Rs MM J. P. Morgan Consensus  
FY12E 250,974 251,469  

Key downside risks to our rating and price target [1] Delay in clarity in 
the regulatory environment and the impact exceeding the INR 28/share 
we factor in [2] High-end competition impact on Bharti more than 
expected; [3] 3G data pricing competition [4] Slower subscriber growth 
than we forecast [5] Higher capex requirements in Africa. 

FY13E 303,387 294,739     
EPS     
In Rs J. P. Morgan Consensus     
FY12E 22.2 21.9     
FY13E 29.6 27.6     
Source: Bloomberg, J.P. Morgan estimates.     
Table 1: Valuation comparison 

      Current  Target  Upside /  P/E (x) EV/EBITDA (x) Valuation 
Company name Ticker Rating Price price downside FY11E FY12E FY11E FY12E Method 
Bharti Airtel BHARTI IN OW 340 410 21% 19.6 15.3 9.5 7.3 SOTP 
Reliance Communications RCOM IN N 107 82 -23% 14.2 17.8 8.0 7.3 SOTP 
Idea Cellular IDEA IN UW 64 54 -16% 25.8 26.5 8.7 6.9 SOTP 
Tulip Telecom TTSL IN OW 142 244 72% 7.5 6.4 5.5 4.5 SOTP 
Tata Communications TCOM IN UW 237 207 -13% 4.3 4.4 11.3 9.4 SOTP 
Source: Bloomberg, J.P. Morgan estimates. Priced as of 25 March, 2011  
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Investment Conclusions 
We are upgrading our rating on Bharti Airtel to Overweight from Neutral and our 
price target from INR 370 to INR 410/share. This is driven by: 

I. India wireless: We have factored in the near-term risk that MNP poses to 
ARPM but we have now assumed less pricing pressure in H2FY12 and beyond 
primarily in the pre-paid segment. We expect Bharti to continue its focus on 
revenue generating minutes driving some ARPM stability but sluggish volumes. 
Recent subscriber additions have come in ahead of our estimates and we expect 
this to drive volume growth going forward. Our valuation of Bharti’s 
consolidated businesses increases by INR 68 from INR 370 to INR 438. 

II. We have taken a quantified adjustment of INR 28/share for [1] a one-off 
charge for excess spectrum, [2] renewals on license/spectrum [3] impact from 
higher spectrum usage charges and [4] benefits from lower license fees. Please 
see page 13 for full details. 

Figure 1: Bharti: build-up of old target price 
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Source: J.P. Morgan estimates. 

Figure 2: Bharti: build-up of new target price (including regulatory 
adjustment) 
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Source: J.P. Morgan estimates.  

Our concerns on Africa margins have not changed and we remain well below 
management’s “targets” here. Elasticity has helped Bharti as it rebalanced tariffs and 
we expect this to continue. However we still look for sustainability of margin 
expansion in Africa and forecast 30% margin in FY13, 10pp below the target 40%.  

We are not dismissive of the risks that MNP, lack of regulatory clarity and execution 
in Africa present for Bharti, however we believe that the risk-reward ratio is shifting 
more toward the positive and that Bharti is best positioned among its peers to absorb 
these risks. Bharti is currently trading at 15x one-year forward P/E.  Based on our 
FY13E EPS of INR 29.6, our Mar-12 price target implies a one-year forward P/E of 
13.8x/14.8 on JPMe/cons. On our estimates, Bharti offers 28%/33% EPS growth in 
FY12/FY13 (consensus is looking for 29%/26% growth). This is ahead of JPM 
estimates for the India market  at 17% each year and consensus estimates for the 
market at 20%/19%.  

 

Table 2: Implied multiples 
 FY12E FY13E 
JPMe EPS (INR) 22.2  29.6  
Cons EPS (INR) 21.9  27.6  
% difference 2% 7% 
   

 
Current 

Price 
Target 

Price 
P/E on JPMe 15.3  13.8  
P/E on cons 15.5  14.8  
   

Source: Bloomberg, J.P. Morgan estimates. 
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Table 3: Bharti – break-down of changes in valuation 
 Enterprise value 

(INR million) 
Equity value (INR 

million) 
Value per share NEW

(INR) 
Value per share OLD 

(INR) 
Change (INR) 

Core business 1,593,168  1,453,856 383 320  63 
Passive Infrastructure 156,630  145,785 33 30  3 
Africa 405,232  (51,033) (11) (13) 3 
Indus 444,265  344,058 33 33  0 
Total value  2,599,295  1,892,665 438 370 68 
Risk adjustment for spectrum etc   (28) - (28) 
Price target   409 370 39 
Source: J.P. Morgan estimates. 

Figure 3: Bharti rolling EV/EBITDA  
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Source: Company reports, J.P. Morgan estimates, Bloomberg. 

Figure 4: Bharti rolling P/E chart 
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Source: Company reports, J.P. Morgan estimates, Bloomberg. 

Figure 5: Bharti relative to Indian market PE  
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Figure 6: EPS CAGR FY11-FY13E 
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Figure 7: FY12 Y/Y EPS growth  
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Figure 8: FY12 P/E 
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I. India wireless – MNP pressures near 
term, but smaller declines thereafter  
Stability in pre-paid 
Our checks indicate that pricing competition – especially on the pre-paid side – has 
eased with most offers being on the segment / circle level. Even with MNP, most of 
the offers seen are aggressive on the post-paid side but not so much for pre-paid. This 
drives our view of moderating price declines in H2FY12 and beyond.  

Figure 9: Market ARPM trends: pre-paid and post-paid 
INR 
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Source: TRAI, J.P. Morgan 

Several players like Tata, BSNL, Uninor, Aircel (included here are also the 
aggressors) have witnessed weak financial performance. Relying on rationality to 
some extent, we don’t expect another round of aggressive price competition from 
these. Reliance Communications which has in the past been a price aggressor appears 
to be more focused on revenue generating minutes recently rather than disruptive 
pricing activities.  

Figure 10: Uninor: financials remain weak 
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Figure 11: BSNL losses mount 
INR billions 
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Pre-paid shows signs of stability 
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Table 4: Aircel financial summary  
Data as of December end 

 2008 2009 2010* 
Operational metrics    
Subscribers(mn) 16.1 31.0 48.7 
Subscriber market share (%) 4.6 5.9 6.7 
Market position (Nos) 7 7 7 
Revenue market share (%) 3 4 5 

    
Financial metrics    
Revenue (INR bn) 27.2 38.22 55.6 
Y/Y growth  41% 45% 

    
Opex(INR bn) (20) (46) (71) 
Opex % revenue -75% -122% -128% 

    
EBITDA(INR bn) 7  (8) (15) 
margin 25% -22% -28% 
Source: Company information, TRAI, COAI. 
Note: 2010 numbers are till November, 2010.  

For Bharti’s voice ARPMs, we assume only 0.5% Q/Q declines starting in 
Q3FY12E.  We have raised our estimates for voice ARM in FY12/FY13 by 2%/6% 
respectively. Our estimates assume a blended ARPM of INR 0.46 for FY11, down 
15% from FY10 and then INR 0.44 for FY12, down only 6% from FY11 helped by 
addition to INR 9.6bn of 3G-related revenue estimated in FY12. Every 1 paisa 
change in ARPM has a ~INR 2 or 9% impact on our FY12 consolidated EPS. 

Figure 12: Voice ARPM forecasts raised 
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Source: Company reports and J.P. Morgan estimates.  

 

Figure 13: Q/Q change in estimated voice 
ARPMs 
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The risk – opex driven price declines? 
We note that in other Asian markets like Indonesia, when opex declined ARPM was 
cut too while maintaining margin. As several Indian telcos i.e. 3G telcos including 
Bharti Airtel move from 2G to 3G, the technology advantage can usher in network 
opex savings. Passing some of these gains to the consumer remains a risk for Indian 
telco ARPMs. Our conversations with the telecom operators suggest that given the 
phased manner of the 3G rollouts the risk if any will not be material. In any case, we 
believe Bharti is better placed to respond to any such price cuts. 
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Figure 14: Excelcom - ARPM and opex per minute trends 
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Figure 15: Bharti - ARPM and opex per minute trends 
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Mobile Number Portability – factoring in the near term 
pricing impact 
We assume that MNP (Mobile Number Portability) will have an impact over the next 
two quarters and we have factored in 3pp Q/Q declines in voice ARPMs for each of 
the quarters to March and June 2011. Post-paid and other high-value subs are a small 
% of the subscriber base but punch above their weight in revenue and profitability. 
See Figure 18. For Bharti, post-paid subs account for 3.8% of subs, but we estimate 
they deliver 15-20% of wireless revenue and 20-30% of profitability. We continue to 
believe that the impact from MNP is not on volumes – in fact Bharti appears to be 
a net gainer according to early reports - but on industry pricing. Post-paid ARPM 
is at a 38% premium to pre-paid ARPM according to data from TRAI. The gap is 
down 6pp from the previous quarter but due to some stability in pre-paid at INR 
0.52-0.53 while post-paid declined by ~3%.   

Early reports indicate that 3.8m of India’s subs had made porting requests as of end 
February – this amounts to only 0.5% of the reported subscriber base. While this is 
the number of requests, we believe the number of subs who successfully ported was 
likely lower. Interestingly, according to early data from COAI, GSM incumbents like 
Vodafone, Idea, Bharti and even Aircel have been net gainers. A trend noticed so far 
is a move of subs from CDMA to GSM. We note that Bharti has been a laggard as 
far as MNP related marketing goes while Idea and Vodafone have been more 
aggressive. At the other end, BSNL, Tata, RCOM have come up as net losers.  

Figure 16: Circle wise MNP requests (As of Feb 28, 2011)  
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Figure 17: MNP data by operator – Net port-ins  
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Not a volume game 
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We note that in Bharti’s Top 3 markets, its ARPUs are at a 60-100% premium to the 
circle average, making its customers: [1] attractive targets for others but also [2] 
potential price seekers if Bharti would like to retain them. We have factored in 3% 
voice ARPM decline in Q4FY11 and 3% in Q1FY12 (See Figure 13) but then 
moderating declines going forward. We expect Bharti to depend on the overall 
customer experience – backed by scale, brand and 900MHz spectrum in such circles 
– to off-set this to some extent.  

Table 5: Bharti ARPU in Top 3 markets 
APRU in INR 

 Revenue Revenue ARPU (INR) 
Circle contribution market share Bharti Average Premium 
Karnataka 11% 48% 251  146 72% 
Delhi 10% 36% 448  213 111% 
Andhra Pradesh 10% 40% 223  143 56% 
Source: TRAI, as of Sept. 2010 

Evidence from the ground suggests that MNP is pitting even the larger telcos against 
each other as they try retain their “high-value” subs. Chief Marketing Officers of 
various telcos have commented that it is cheaper to retain a sub than to acquire a new 
one. Almost all the telcos now have rolled out offers to attract and retain subs. See 
Table 6 for details of our own experience of offers received. Based on average 
usage trends, the potential savings range from 40-50%. We note that from our 
own experience, customer retention teams are able to offer customized plans too, not 
shown in the table below.  

Table 6: Tariff offers received as a post-paid subscriber 
INR Current Operator Contender 1 Contender 2 Current operator new offer 
Monthly rental 299 249 199 210 
     
Free minutes     
Local 140 280 600 400 
NLD 60 120 0 200 
Local + NLD 200 400 600 600 
     
Free SMS     
Local 160 320 150 350 
NLD 40 80 150 0 
Local + NLD 200 400 300 350 
     
Overage charges     
Local on-net 0.6 0.3 0.2 0.4 
Local off-net 0.6 0.4 0.3 0.4 
to fixed 0.6 0.5 0.5 0.5 
NLD 0.5 0.5 0.5 0.5 
     
SMS local 1 0.2 0.2 0.5 
SMS national 1.5 0.2 0.5 0.5 
SMS International 5 5 5 5 
     
Source: Telecom operators, J.P. Morgan  

 

It’s all in the pricing 

Figure 18: Post-paid share of subs, 
revenue, EBITDA (FY12E) 
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BSNL  
Post-paid:  
• Port-in charge of INR 19 waived 
• 50% discount of monthly rental for 1 month 
• 5 GB GPRS for 1 month 
Pre-paid 
• Port-in charge of INR 19 waived 
• INR 100 of additional talk time 
• 5 GB GPRS for 1 month 

 

MTNL 
Post-paid:  

• Port-in charge of INR 19 waived 
• 100 mins local on-net video calls (1 month) 
• 500 local/national SMS (1 month) 
• 50 MB/month (3 months) 
• 25% discount on monthly rental for 3 months 

Pre-paid 
• Port-in charge of INR 19 waived 
• 100 mins local on-net (1 month) 
• 100 mins local on-net video calls (1 month)  
• 10K free SMS local on-net (1 month)  
• 200 MB data for 1 month 

Idea Cellular 
• Retail Bumper 149 offers 200 national and local mins + 

200 local SMS 
• Retail Combo 249 offers 400 national and local mins + 

400 national and local SMS + 512 MB data 

Aircel  
For INR 46 (90 days validity), subs get 500 MB data free (15 
days), 100 local and national SMS/day and INR 20 of talktime. 
 

 

Figure 19: Impact from post-paid pricing declines FY12E 
Pre-paid Post-paid Wireless impact Bharti (India) impact Consolidated impact

Average subs 172,637    6,633        179,270             
MOU 430 770           443                   
Total Minutes 890,807    61,297       952,104             
ARPU 165          889           192                   
Estimated current ARPM 0.38         1.15          0.43                  
Wireless revenue 341,821    70,788       412,609             
Contribution to total 83% 17%
Wireless EBITDA 103,795    44,484       148,278             
margin 30.4% 62.8% 35.9%
Contribution to total 70% 30%

% of subs taking up lower plans 0% 25%
Assumed ARPM reduction 0% 53% -2.3%
Implied ARPM 0.38         0.55          0.42                  
Implied Revenue 341,821    61,474       403,295             525,469                    713,046                     
Revenue impact 0% -13% -2.3% -1.8% -1.3%

Implied EBITDA 103,795    38,630       142,425             202,220                    250,974                     
EBITDA impact 0% -13% -3.9% -2.9% -2.3%

EPS Impact (INR) (0.0)          (1.2)           (1.2)                          
FY12E EPS 24.1                          22.2                          
EPS Impact (%) from post-paid ARPM decline -5.1% -5.5%

+  Increase in subs 0% 10%
Average subs 172,637    7,296        179,933             
Implied Revenue 341,821    67,621       409,442             525,469                    713,046                     
Revenue impact 0% -4% -0.8% -0.6% -0.4%

+  EBITDA margin dilution 0% 2.0%
Implied EBITDA 103,795    41,141       144,936             202,220                    250,974                     

-2.3% -1.7% -1.3%

EPS Impact (%) from post-paid ARPM decline, increase in subs, margin dilution (0.0)          (0.7)           (0.7)                          (0.7)                           
-2.9% -3.2%  

Source: J.P. Morgan estimates 
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Above we suggest a sensitivity of earnings to a potential cut in post-paid pricing. 
Bharti management continues to believe that MNP is not a game changer and they 
see limited impact from this. Here we assume that 25% of Bharti’s post-paid subs 
avail of lower pricing and that Bharti is a net gainer to the extent of 10% of our post-
paid subs forecast with a 2pp impact on margins. This has a ~3.0% impact on EPS.   

Bharti has maintained its revenue market share at 31-32% for the past few quarters. 
We believe that while the industry revenue will likely be impacted by post-paid 
pricing declines, Bharti is well positioned to maintain its revenue share given it has 
seen net port-in of subs. We note that the four net gainers in early MNP account for 
~70% revenue market share (Bharti: 31%, Vodafone: 21%, Idea: 13%, Aircel: 5%) 
while the net losers in MNP like BSNL, Tata and RCOM have 7%, 8% and 10% 
share respectively and the others have the balance 3%.  

Volume growth driven by subscriber momentum 
We expect Bharti management to continue its focus on revenue generating and 
profitable minutes and so along with factoring in expectations of a better pricing 
environment than earlier, we expect volumes i.e. minute growth to moderate driven 
by MOU per sub. MOU declined 1.1% in Q3 and we factor in continued declined in 
Q4FY11 and early FY12.   

Bharti is seeing healthy subscriber growth with net adds at ~3.2m a month and more 
importantly Bharti has the highest number of active subs (~93% vs. industry average 
of 71%) according to VLR data from TRAI. For FY12/FY13 we forecast 24% /17% 
growth in the average sub base and monthly net adds of 2.8m/2.3m down from the 
current 3.3m levels now.  

Bharti currently carries in excess of 2bn minutes a day on its network and we 
forecast 791million for FY11, 30% Y/Y growth. For total minutes, we forecast a 
moderation in total volume growth to 20%/16%.  

Figure 21: MOU quarterly trends  
MOU in minutes 
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Figure 22: Total wireless minutes trend  
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Figure 20: Revenue market share 
(As of Dec-10) 
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Figure 23: Reported vs. VLR subs and differences in penetration 
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Figure 24: Bharti, Idea and Vodafone top the VLR ratio (January 2011) 
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Figure 25: Subscriber market share: difference in reported and VLR data 
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II. Regulations – more cushion to absorb 
the pain 
Regulatory update and expectations 
India’s Telecom Minister, Kapil Sibal, outlined the broad strokes of the New 
Telecom Policy 2011 (NTP 2011) in late January with more details expected in 
April. We don’t expect the outcome of the NTP 2011 to be unilaterally positive for 
telcos like Bharti but we do expect it to be a move away from the several recent 
changes in regulations and we believe it would likely drive much needed clarity and 
stability on the regulatory front.  

The Department of Telecom has released a verbatim transcript of the roundtable 
conference India’s telecom minister, Kabil Sibal, had with the representatives of the 
telecom service providers and others on March 8. The deep divide in opinions among 
the different telecom operators becomes very clear while reading through the 
transcript. However, there was some agreement among the telcos with regards to the 
roll-out obligations, M&A policy and inclusion of IP-1/ISP players into the licensing 
regime, encouraging in our view. Also, what is encouraging is the minister’s stance 
on sticking with his 100-day target (April 2011) for some details on the New 
National Telecom Policy (NTP 2011) and that while he’d like the different 
stakeholders to find common ground, in case the situation does not materialize he 
will make a decision so the sector can move forward. The minister’s tone appeared to 
be supportive of growth and reform in the sector while also balancing the 
government’s interest and ensuring the consumer is taken care of. 

Table 7: NTP-2011: hopeful on clarity and stability 
Key issues to be addressed in NTP 2011 
Uniform license fee 
M&A norms 
MVNOs 
Spectrum pricing 
Spectrum sharing 
Spectrum limits and allocation 
Spectrum renewal / re-farming 
Spectrum usage charge 
De-linking of spectrum from licenses 
Rollout obligations 
Including ISP/IP-1 providers into the licensing framework 
Equipment security issues 

Source: Economic Times, DoT, J.P. Morgan 

The main issues to be considered for the NTP 2011 include spectrum sharing by 
telcos, uniform license fees across services, MVNOs, a committee to review 
spectrum. Spectrum sharing and a uniform license fee are expected to be introduced 
by June, with the latter being high priority.  We believe these initiatives are on 
balance positive for the sector. Spectrum sharing and MVNOs allows telcos to 
monetize spectrum in our view while we calculate a lower license fee – if TRAI’s 
proposal is accepted – would benefit Bharti to the extent of INR 34/share. More on 
the quantified impact for Bharti in the next sub-section.  

NTP 2011 – hopeful on 
regulatory stability and clarity 

Auction process to determine 
pricing  
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Concepts of start-up and additional spectrum and subscriber linked criteria to cease. 
Spectrum beyond 6.2MHz would carry a market determined price so telcos like 
Bharti, Vodafone and Idea could need to shell out here. 

Interestingly, spectrum above 4.4MHz would also carry a market determined charge. 
This is negative for new entrants including Reliance Communications (GSM) as 
earlier the additional 1.8MHz was expected to be awarded at no extra fee. We believe 
this weakens the business case of some of the smaller new entrants. As business 
cases weaken, potential exits here cannot be ruled out – positive for the sector.  

In our view de-linking of spectrum and licenses has negative implications for 3G 
players as it allows Reliance Industries (JPM analyst: Pradeep Mirchandani) to 
acquire a Unified License without spectrum. We believe earlier it would have been 
difficult for the government amid the ongoing spectrum mess to award the license 
given that it was linked with 4.4MHz of spectrum.  A developed LTE consumer 
device ecosystem is still 1-2 years away in our view which provides some respite to 
3G players but data dongles are likely to emerge first – possibly within 12 months.  

Chatter around spectrum in the 700Mhz band is picking up. The telecom department 
has reportedly (Economic Times, February 24, 2011) set a target for Doordarshan 
and other government agencies to vacate their frequencies here by year-end 2011 so 
that auctions can be held next year. We aren't so optimistic about the time-line (in-
light of the multiple delays in the 3G auctions). Subsequent press reports (LiveMint, 
March 13, 2011) suggest that both the DoT and the I&B ministries have claimed 
their right on the 700Mhz spectrum. Nevertheless we believe spectrum in the 
700Mhz coupled with LTE technology will offer the potential winners a defense 
against Reliance Industries who was the only entity to win pan-India 20 Mhz of un-
paired spectrum in the BWA auctions last year.  

A potential positive trigger for the sector would be clarity on M&A norms. Market 
participants made a strong call for exit routes from the sector during the minister’s 
roundtable in early March. A supportive policy here would be well received in our 
view. While the CBI probe and the JPC may delay clarity here, we note that the need 
for consolidation in the sector cannot be dismissed.  

Spectrum and Licenses to be de-
linked.  

Unified Licenses to be offered at 
nominal rates with licensee free 
to offer all services.  

700Mhz by 2012? 

Clarity on M&A norms required 
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Factoring in the quantifiable impact 
We estimate ~INR 108 bn of an impact from the known regulatory issues. This 
translates into INR 28/share. While the final outcome of the various 
recommendations and probes may well be different, we believe that Bharti is in a 
better position than other telcos like Idea, RCOM to absorb the near term one-off 
expenses given their cash position. We forecast FCF (EBITDA - capex) of INR 90 
bn in FY12 (US$ 1.7bn) and INR 146 bn for FY13 (US$ 2.7bn).  

The four issues we consider are [1] a one-off charge for excess spectrum, [2] present 
value of payment on renewals on license/spectrum [3] impact from higher spectrum 
usage charges and [4] benefits from lower license fees. We note that the TRAI has 
also recommended re-farming of 900 MHz spectrum for 1800 Mhz spectrum, 
however since we believe that likelihood of this being implemented is low, we do not 
factor it in. 

Table 8: Summary of impact from various regulatory proposals  
 Impact (INR m) Impact (US$ m) Impact per share (INR) 
[1] One-off excess spectrum charge (39,535) (879) (10.4) 
[2] PV of payment on renewal (86,079) (1,913) (22.7) 
[3] PV of higher spectrum charges  (109,592) (2,435) (28.9) 
[4] PV of benefit from lower license fees 127,376 2,831 33.6 
Total (107,830) (2,396) (28.4) 
Source: TRAI, J.P. Morgan estimates 

[1] One-off excess spectrum charge 
Below we estimate the potential payment for Bharti for spectrum held in excess of 
6.2Mhz which has been deemed as the contracted limit. We note that TRAI’s 
recommendations on 2G pricing are not clear on the value of 900Mhz vs. 1800Mhz 
so we consider three scenarios here: 

1. Scenario 1 is where we value 900MHz the same as 1800Mhz. We believe 
this may be overly conservative given the difference in base station 
requirements, coverage, signal propagation, etc.  

2. Scenario 2 is where we value 900MHz at 1.5x the value of 1800Mhz, in line 
with TRAI’s May 2010 recommendations.  

3. Scenario 3 is where we value 900Mhz at 2.5x the value of 1800Mhz. This is 
in line with submissions received by the TRAI from various service 
providers which state that “the price of 900Mhz band should be between 2.5 
and 2.67 times of that of 1800Mhz spectrum price.” 

We have also estimated the “extra payout above 8Mhz” as a potential add-on, though 
the amount here is less significant.  

Considering Scenario 2, we note that on our estimates Bharti’s potential payout 
would be Rs39.5B (US$879MM), or Rs10.4/share. This is 5% lower than our 
estimate based on 3G pricing. 
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Table 9: Bharti: Estimated one-off payment for excess 2G spectrum 
  Scenario 1 Scenario 2 Scenario 3 extra payout above 3G linked pricing 
  900=1800 900=1.5x1800 900=2.5x1800 8MHz  

Metros       
 Delhi 2,214 2,738 3,787 350 8,202 
 Mumbai 2,714 2,714 2,714 326 12,548 
 Kolkata 200 200 200 - 457 

Category A      
 Maharashtra 4,307 4,307 4,307 129 2,980 
 Gujarat - - - - 0 
 Andhra Pradesh 4,679 5,664 7,634 739 4,071 
 Karnataka 3,864 4,678 6,305 610 4,830 
 Tamil Nadu 7,350 7,350 7,350 882 5,661 

Category B      
 Kerala - - - - 0 
 Punjab 824 1,235 2,059 - 441 
 Haryana - - - - 0 
 Uttar Pradesh (West) - - - - 0 
 Uttar Pradesh (East) 2,211 2,211 2,211 - 506 
 Rajasthan 1,691 1,691 1,691 51 401 
 Madhya Pradesh 2,634 2,634 2,634 - 535 
 West Bengal - - - - 0 

Category C      
 Himachal Pradesh - - - - 0 
 Bihar 3,198 3,198 3,198 384 948 
 Orissa 915 915 915 - 242 
 Assam - - - - 0 
 North East - - - - 0 
 Jammu & Kashmir - - - - 0 
 Total (INR bn) 36,800 39,535 45,004 3,470 41,823 
 Total (US$ bn) 818 879 1,000 77 929 

Source: Company reports, TRAI, DoT, J.P. Morgan estimates 
INR/USD: 45 
Note: we have used April 1, 2010 as a starting point for calculation of excess spectrum as indicated by the TRAI. Note: 3G linked pricing is 2G pricing = 3G pricing 

[2] Renewal charges 
Also linked to TRAI’s pricing recommendations are the charges for spectrum 
renewal.  

Licenses are to be renewed for 10 years (current license period is 20 years) and at the 
time of renewal, telcos will need to pay a renewal fee. Spectrum will be unbundled 
from license and must be applied for separately.  

Over the next five years (until April 2016), Bharti has eight licenses expiring.  

Under Scenario 2 (900Mhz = 1.5x 1800Mhz) and using a 6% inflation index we 
estimate that at a 10% discount rate, the present value (through 2028) of renewal 
payments would be US$1.9B for Bharti or Rs23/share.  

 [3] Higher spectrum usage charge 
The TRAI has recommended that “Spectrum usage charge” be 0.5% per MHz up to 
6.2Mhz and 1% beyond that (limit of 10%) for GSM. Based on Bharti’s revenue 
from each circle (for FY10) we estimate the incremental blended charge for Bharti at 
2.2pp. Based on a WACC of 12% and a TGR of 3% we estimate the PV of this at 
INR 110bn or INR 29/share.  

Figure 26: License expiry timeline 
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Table 10: Spectrum charges 
Up to MHz Current Proposed Increment 
4.4 2% 2.2% 0.2% 
6.2 3% 3.1% 0.1% 
8.0 4% 4.9% 0.9% 
10.0 4% 6.9% 2.9% 
12.0 5% 9.3% 4.3% 
15.0 6% 10.0% 4.0% 
Source: TRAI, J.P. Morgan estimates 

[4] License fee to be reduced to a uniform 6% over 3 years 
TRAI recommended that the license fee should be uniform across all licenses and 
service areas. This is to be brought down from 10% (Metro, A circles), 8% (B 
circles), and 6% (C circles) to a uniform rate of 6% by FY14.  

We estimate the benefit to Bharti at INR 127bn or INR 34/share 

Table 11: License fee 
 Current Y1 Y2 Y3 Y4 
Metro 10% 10% 9% 8% 6% 
A 10% 9% 8% 7% 6% 
B 8% 7% 6% 6% 6% 
C 6% 6% 6% 6% 6% 
ISP 0% 4% 5% 6% 6% 
IP-I 0% 4% 5% 6% 6% 

Source: TRAI, J.P. Morgan estimates 

Several of the industry participants have recommended reducing the license fee to 
6% with immediate effect as opposed to a reduction over 4 years. We believe the 
effective rate paid by Bharti currently is 8.8% so an immediate reduction to 6% 
would imply a cost saving of INR 9.8bn/11.1bn and a positive EPS impact of INR 
2.0/2.3 in FY12/FY13 on our estimates. 
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Africa – encouraging trends but looking for 
sustainability 
Elasticity at ~1 has been helpful for Bharti as it re-balanced tariffs across its markets 
in Africa. We continue to forecast lower price declines going forward with 
sustainability in elasticity but are mindful of indications of increased competition in 
Q1 and the potential for more competition in Ghana with a new entrant.  

Our main concerns for Africa remain margin improvement given the operational 
challenges present in several of Bharti’s African markets. We forecast 30% EBITDA 
margin for FY13, 10pp below management’s goal of 40%. MTN‘s recent results 
(MTN is covered by JPM analyst Jean-Charles Lemardeley) suggest the close 
linkages of scale with margin and also highlight the muscle Bharti’s competitors are 
putting behind their key markets. A positive surprise for Bharti’s Africa margins 
could come from outsourcing contracts if the impact is concentrated in a quarter or 
two. A quicker improvement here could add further upside to our price target. We 
note that every 1pp of higher margin for FY13 adds 1% to EPS and carried through 
our DCF valuation adds INR 3/share.  

Table 12: Bharti's Africa goals vs. J.P. Morgan estimates 
 As of acquisition Year 3 “goals” Implied CAGR/ growth JPMe FY13 Comment 
Subs (m) 36 100 40% 67 Goal implies pick-up on monthly net add rate 

which is still to stabilize 
Revenue (US$ bn) 3.3 5.0 15% 4.9 Revenue target likely helped by price elasticity 
EBITDA (US$ bn) 0.9 2.0 30% 1.5 
Margin (%) 27% 40% 13pp 30% 

EBITDA goal appears more challenging but 
successfully implementation of low cost model 

could surprise positively 
Source: Company and J.P. Morgan estimates 

Elasticity and pricing 
We believe that high-income users constitute a small part of Bharti’s sub base in 
Africa given [1] Bharti is seeing strong elasticity of ~1 and [2] recent evidence 
suggests that high-income subs exhibit weak elasticity. Millicom Tanzania (Millicom 
is covered by JPM analyst Jean-Charles Lemardeley) revenue growth slowed in the 
quarter to December to 20% Y/Y from 36% Y/Y in Q3 and management attributed 
this to the fact that off-net pricing (used primarily by high-end subs or unknowingly) 
were cut dramatically, with little compensation from volume expansion. 

A higher-proportion of low-end subs is interesting to us as we believe that elasticity 
can continue helping Bharti and recent concentration at competitors can prove to be 
an opportunity for Bharti.   

Millicom recently stated that the top 1/3rd of their customers account for 70% of its 
revenue while the bottom 1/3rd account for less than 2%. Our MTN analyst believes 
that for MTN while a 20/80 ratio of customers/revenue may be exaggerated, revenue 
concentration is indeed high. If executed correctly, this revenue concentration at 
competitors can provide an opportunity for Bharti to target sub share gain. At the 
same time, we expect Bharti’s competitors to protect this sub base. We don’t expect 
the high-end subscriber base to be very elastic to pricing and hence don’t see Bharti 
adopting aggressive pricing as a tool here.  

Expect elasticity to continue 
helping 

Revenue concentration at 
competitors an opportunity?  
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Energy costs and off-sets 
Countries like Nigeria which have inadequate public power are sensitive to energy 
costs. Our conversations in Nigeria last year revealed that the main cost of a base 
station (60-90%) is power i.e. diesel since the electricity grid is unreliable.  

Network operating costs as a % of sales declined 1.3pp Q/Q to 16.4% in Q3 vs. Q2. 
We continue to believe that there is risk for this to increase given the energy 
component and as Bharti adopts the tower infrastructure model in Africa (capex  
opex). We forecast network opex to increase to 20% of sales in FY13 from 17% in 
FY11. We note that Bharti’s network opex per site and network opex per minute is 
2.5-3.5x its operating in India.  

A potential off-set is SG&A expenses – we note that excluding the re-branding 
charge of INR 1.7bn, SG&A as a % of sales declined to 25% in Q3 from 29% in Q2 
and we expect Bharti to drive more efficiencies here. We forecast this to decline to 
24/22% of sales in FY12/13. We note that in Bharti's India operations, SG&A is 16% 
of sales. On SG&A per incremental sub, Africa is 2.4x the Indian metric. We note 
that MTN has a SG&A (Selling, distribution and marketing + Other opex) ratio of 
20% of sales at the group level.  

Capex – renewed contracts and sharing key 
We forecast capex of US$2.7bn for FY11-FY13 for Bharti, ahead of the company’s 
indication of US$2.4bn i.e. ~US$800m a year for 3 years.  

We note that utilization of sites in Africa has increased recently with minutes carried 
per site increasing 13% Q/Q (to Dec-10) to 1.3 million. However we also note that 
this remains well below the rates achieved in India of 1.8 million minutes / site. We 
prefer this metric over the subs per site given the difference in MOU (India: 449; 
Africa: 120). One risk to our capex estimates could be investment in backbone / 
backhaul networks. 

Table 13: Efficiency, capacity comparison 
 Bharti AFRICA Bharti INDIA 
 Sep-10 Dec-10 Sep-10 Dec-10 
Network sites (Nos) 10,998 11,338 110,038 113,587 
Sites added  340  3,549 
Subs/site (Nos) 3,475 3,625 1,273 1,302 
Q/Q change  4%  2% 
Minutes carried (m) 12,782 14,904 190,767 199,146 
Q/Q change  17%  4% 
Minutes/site (m) 1.16 1.31 1.73 1.75 
Q/Q change  13%  1% 
     
Network opex /site / month (INR) 209,512 197,943 81,393 78,489 
Q/Q change  -6%  -4% 
Network opex/ min (INR) 0.54 0.44 0.14 0.13 
Q/Q change  -17%  -4% 
Source: Company reports and J.P. Morgan estimates. 

Bharti recently stated that it has signed network agreements with Ericsson (covered 
by Rod Hall), Nokia Siemens Networks and Huawei. Our conversations with 
industry participants and with Bharti lead us to believe that Bharti will benefit from 
competitive pricing.  
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We expect network sharing to keep capex in check. Management stated that passive 
infrastructure sharing is progressing well, with several operators in the region 
understanding the benefits of the strategy. They have also started fibre sharing. We 
believe network sharing is positive for capex but can add some opex pressure. Bharti 
has also started the process of de-merging the tower companies with registrations 
currently ongoing. 

Mindful of competition  
MTN reported a 3.7pp increase in EBITDA margin to 63% (2010) helped by 83% 
(+4pp Y/Y) of traffic being on-net and cost efficiencies. H2’10 margin was ~65%. 
We believe MTN is making active efforts to retain its sub base and its scale here 
(52% share) is helping both revenue and margins. MTN highlighted that it saw 
aggressive competition increasing in Q4 and continuing into early 2011. Bharti has 
seen good elasticity across its Africa markets but we are cognizant of the increasing 
competition.   

Figure 27: MTN Nigeria: revenue and margin trends 
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Source: Company reports and J.P. Morgan. 

MTN has over 9K sites in Nigeria alone vs. Bharti’s 11.3K across 16 countries. MTN 
stated that it is open to invest further to maintain a market share and position – it has 
guided to a 66% increase in Nigeria capex. We expect Bharti to need to invest further 
here to see scale benefits and while we expect their recently concluded agreements 
with equipment vendors to help, this is expected to take some time.  

MTN’s capex increased 20% Y/Y due to higher investments ahead of Glo’s entry. 
We can expect this market to get more competitive. Furthermore, the regulator has 
put a floor on tariffs. From Bharti’s respective, we read both these developments as 
negative for its efforts to increase its low ~8% share here (MTN has 53% share).   

MTN Nigeria highlights (40% of Bharti Africa) 
o Strong growth in subs in 2010; some moderation in 2011: In 2010, MTN in 

Nigeria increased its sub base by 25% to 38.7m. For 2011, MTN has guided to 
net adds of 4.2m, implying an 11% increase in its sub base (to ~43m)   

o More than 80% of traffic is on-net: The proportion of on-net traffic has 
increase 4pp to 83%. It is actively offering its existing subscriber base 
segmented value propositions to retain customers.  

MTN’s Nigeria margins move up 
nicely 

Focus on networks appears high 

Ghana: more competition?  
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o Promotions having a positive impact on sub numbers: MTN captured 62% of 
net adds and maintained its market share at 52%. It is offering attractive 
segmented promotions to its customers and implementing effective churn 
management. 34% of total base is registered as of January 31, 2011. ARPU 
declined 10% in local currency as lower income areas were addressed.  

o More on competition: Management highlighted that it saw aggressive 
competition increasing in Q4 and continuing into Q1 2011. In September, MTN 
revised tariffs for the first time in 3 years and in December competitors Glo and 
Etisalat responded as did Bharti Airtel. Following that in February, MTNL 
launched new value propositions for its subs.  

o Nigeria’s mobile penetration is now 49% (+7pp Y/Y) 

o Revenue growth and margin expansion: MTN Nigeria revenue grew 16% and 
its EBITDA margin increased by 3.7 percentage points to 62.9%. This was due 
to subscriber increase, lower interconnect costs (higher on-net traffic) and cost 
efficiencies.  

o Investment in network continues: Site roll-out only gained momentum in the 
second half of the year as the company added 1,504 2G and 480 3G BTSs, 
bringing the total BTS count to 9,110 at the year end. Network quality and 
capacity remain a priority as competition intensifies. In addition to the increase 
in BTS coverage, 4,800 existing BTS sites were upgraded. Nigeria also 
continued to roll-out fibre across the country, completing a 696 km fibre ring. 
Capex declined ~54% to ZAR 4.2bn (US$640m) from 10.2bn (US$1.23bn) in 
2009. Nigeria reduced capex in 2010 on core network and site rollout were done.  
2011 capex guidance is up 66% Y/Y to ZAR 7.8bn (US$1.05bn), Management 
indicated that the bulk of this is for capacity enhancement to have  headroom on 
the network as net adds share has ramped very well 

o Data revenue increased by 25% to ~ZAR 500m and contributed 8% to group 
data revenue. In 2010, 150K dongles and 40k 3G handsets were sold.  

MTN Ghana highlights (Growth market for Bharti Africa) 
• Market dynamics to get tougher? Ghana is already a competitive market with 

4 players – MTN, Vodafone, Millicom and Bharti Airtel. The entry of Glo is 
expected to increase competition and has prompted MTN to invest in its network 
ahead of the event.  

• MTN being pro-active: MTN has invested in its network in Ghana and also 
introduced new price plans, launched loyalty programs and revised its MTN 
Zone offering (It now allows subscribers to view discounts in terms of monetary 
value rather than as discount percentages). Where MTN has capacity, it has cut 
pricing to get the traffic on-board. Both Glo's entry and MTN's response are 
negative for Bharti in our view.  

• Sub base: In Ghana, MTN grew its sub base by 9% to 8.7m subs. The company 
has guided to net adds of 390K in 2011 implying a 4% increase in sub base (to 
over 9m). In 2010, MTN lost ~2pp of market share which was 53% at year-end. 
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SIM card registration had a negative impact on H2 2010 and as of Dec 31, MTN 
had 70% of its base registered. Final deadline is June 2011   

• Revenue: Local currency revenue grew 14% (ahead of sub base) due to higher 
subscription revenue. Local currency ARPU was stable. Data revenue increased 
by 87%. Bundled offerings and reduction of data pricing led to increased data 
usage. 44K dongles and 166K 3G subscribers are on its network  

• MTN Ghana’s EBITDA margin decreased slightly to 44.3% from 44.5% in 
the prior period. This was mainly because of the increase in direct network 
operating costs, specifically rent and utilities, and maintenance costs associated 
with a price hike in May 2010 as well as a bigger network. Staff costs also 
contributed to the decrease in margin as a result of improved retention 
initiatives.  

• Tower agreement to unlock value: In Ghana, MTN has entered into an 
agreement with ATC (American Tower Company) to form a tower JV. This 
includes sale of 1,876 towers for US$428.3m implying a value of 
~US$230K/tower. This is in-line with our conversations in Nigeria last year. The 
driver here was to unlock value in these assets according to management. We 
believe MTN’s deal highlights that it is open to passive infrastructure sharing 
but that it will consider this only on a case-by-case basis. Our own conversations 
in Nigeria last year with MTN revealed that in key markets like Nigeria they 
would consider this on a barter system as long as they are made no worse off.  

• Some capex rationalization expected in 2011: MTN Ghana rolled out 940 
BTSs during the year, bringing the total number of BTSs to 4,033. Capex 
increased to 55% of revenue from 46% as the roll-out gained momentum in H2 
2010. A further 77 3G BTSs were added.  Capex guidance is for ZAR 1.2bn 
(US$165m) vs. ZAR 3.1bn in 2010 (ZAR 2.6bn in 2009). The decline is from a 
high base in 2010 when investment was quite significant and saw some carry 
over from 2009.  

What’s going on in Kenya? (5% of Bharti Africa) 
• Safaricom remains dominant: Safaricom remains the market leader in Kenya 

with 76% subscriber market share though Bharti has increased its share to 13.5% 
from 9%.  

• Sharp declines in tariffs, more to come? As of Sep-10, on-net and off-net 
tariffs in the market are down 62%/69% Y/Y. This has been driven by cuts in 
interconnect rates which operators are passing on to the end user. Bharti’s 
promotions expire in April and another round of tariff cuts cannot be dismissed 
if MTRs are cut again in July. We believe that Safaricom has lobbied for a delay 
in the MTR cut, although there have been no decisions on this front. On August 
16, the Communications Commission of Kenya (CCK) cut interconnect rates by 
50% to Shillings 2.21 effective September 1. The rates will progressively decline 
by 35%, 20% and 15% annually in 2011, 2012 and 2013 respectively to stand at 
Kshs0.87 by 2014. 

• Elasticity good but declining: Y/Y comparisons suggest an elasticity of 1 but a 
look at the quarters suggests declining elasticity more recently. Our 
conversations suggest that elasticity is about 0.7-0.75x. 

•  Figure 28: Kenya market share 
(Sep-10) 
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Figure 29: Recent trends in MOU and ARPM 
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Source: CCK, J.P. Morgan 

• Network: Safaricom has 2,472 base stations of which 1,089 (~45%) are 3G 
active and 183 Wimax sites in operation. Bharti has ~1800 BTS as per our 
understanding. Almost all base stations need back-up generators of which 20-
30% are used at any time – this is better than the metrics in Nigeria. Network 
sharing is on-going in Kenya with Bharti and Yu sharing network and Safaricom 
and Orange in an agreement too.  

• Data: Only Safaricom has a 3G network today and data (ex-Mpesa) accounts for 
12% of their revenue. Bharti was expected to launch 3G services last year but it 
is now expected next quarter. We can expect to see some pricing pressure in data 
in H2. Airtel Kenya has been given additional spectrum on June 25, 2010 to 
enable it to offer 3G services to its customers, making it the second operator in 
the country after Safaricom (2007) to get the license. We believe that the market 
is seeing very high growth in data subs which were 3.2m as of Sep-10.  

Macro factors and risks 
We note that with several country elections scheduled for the next 18 months, some 
political instability cannot be ruled out.  

Of the US$10.7bn acquisition cost of Zain’s operations, Bharti has raised US$9bn of 
debt which is pegged at 195bp over libor, indicating risk to earnings if libor 
increases. Furthermore the interest rate is un-hedged suggesting that Fx volatility 
may result in additional costs. 

Clearly execution remains an overarching risk.  

In Nigeria, inflation levels are expected to remain high at ~11% whilst GDP growth 
trend is expected to continue through 2011E. A higher oil price is a positive for 
Nigeria in terms of growth, public finances, FX reserves and the currency. Inflation 
in Ghana is expected to slowly taper down while GDP growth is expected to 
accelerate.  

Figure 30: Kenya internet subs 
share (Sep-10) 
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Figure 31: Interconnect rate  
Shillings 
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Table 14: Ghana: Key macroeconomic indicators 
 2006 2007 2008 2009 2010F 2011F 

Nominal GDP (US$bn) 12.5 14.6 13.9 15.2 17.4 25.2 
Real GDP growth (%) 6.4 6.3 7.3 4.7 4.5 20 
Inflation (%oya) 10.9 10.7 16.5 19.2 10.5 9 
Exchange rate (GHS/USD;avg) 0.92 0.97 1.27 1.43 1.44 1.3 
General fiscal balance (GDP) -7.7 -14.6 -14.5 -9.9 -8 -4.5 
Public sector debt (GDP%) 42.6 50.8 58.4 56 55 51.5 
Current account balance (GDP%) -6.5 -11.5 -18.7 -5.1 -12.1 -8 
Source: Bank of Ghana; IMF; J.P. Morgan estimates 
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Forecast changes 
Table 15: Bharti: New vs. old estimates 
Rs in millions, year-end March 

 FY11E FY12E FY13E 
Revenue    
New  595,393 713,046  809,903 
Old 597,309 711,233  787,807 
% Change -0.3% 0.3% 2.8% 
Y/Y growth (%) 42.3% 19.8% 13.6% 
    
EBITDA    
New  200,456 250,974  303,387 
Old 202,826 247,119  288,408 
% Change -1.2% 1.6% 5.2% 
Y/Y growth (%) 19.2% 25.2% 20.9% 
    
EBITDA Margin (%)    
New  33.7% 35.2% 37.5% 
Old 34.0% 34.7% 36.6% 
% Change -0.3% 0.5% 0.9% 
    
Reported Profit    
New  65,771 84,477  112,596 
Old 66,940 82,826  102,457 
% Change -1.7% 2.0% 9.9% 
Y/Y growth (%) -33.5% 28.4% 33.3% 
    
EPS (INR)    
New  17.3 22.2  29.6 
Old 17.6 21.8  27.0 
% Change -1.7% 2.0% 9.9% 
Y/Y growth (%) -33.5% 28.4% 33.3% 
    
Capex    
New  141,855 149,167  133,183 
Old 136,500 146,590  131,733 
% Change 3.9% 1.8% 1.1% 
Y/Y growth (%) 73.4% 5.2% -10.7% 
    
Capex/sales    
New  23.8% 20.9% 16.4% 
Old 22.9% 20.6% 16.7% 
% point change 1.0% 0.3% -0.3% 
    

Source: J.P. Morgan estimates. 
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Table 16: Bharti India and South Asia 
Rs in millions, year-end March 

 FY11E FY12E FY13E 
Revenue    
New  463,577 525,469  600,066 
Old 465,288 522,759  576,967 
% Change -0.4% 0.5% 4.0% 
Y/Y growth (%) 10.8% 13.4% 14.2% 
    
EBITDA    
New  170,382 202,220  243,615 
Old 172,625 197,952  228,865 
% Change -1.3% 2.2% 6.4% 
Y/Y growth (%) 1.4% 18.7% 20.5% 
    
EBITDA Margin (%)    
New  36.8% 38.5% 40.6% 
Old 37.1% 37.9% 39.7% 
% Change -0.3% 0.6% 0.9% 
Source: J.P. Morgan estimates. 

Table 17: Bharti Africa (incl. Africa Others) 
Rs in millions, year-end March 

 FY11E FY12E FY13E 
Revenue    
New  131,816 187,577  209,837 
Old 132,020 188,474  210,841 
% Change -0.2% -0.5% -0.5% 
    
EBITDA    
New  30,074 48,754  59,771 
Old 30,201 49,167  59,543 
% Change -0.4% -0.8% 0.4% 
    
EBITDA Margin (%)    
New  22.8% 26.0% 28.5% 
Old 22.9% 26.1% 28.2% 
% Change -0.1% -0.1% 0.2% 
Source: J.P. Morgan estimates. 
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Table 18: India wireless: Operational metrics 
 FY11E FY12E FY13E 
    
Wireless subs ('000s) new 162,395 196,145  223,895 
Wireless subs ('000s) old 160,895 190,895  216,095 
Diff ('000s) 1,500 5,250  7,800 
Diff (%) 0.9% 2.8% 3.6% 
Y/Y growth (%) new 27.2% 20.8% 14.1% 
    
Wireless ARPU (INR) new 179 160  157 
Wireless ARPU (INR) old 179 159  152 
Diff (INR) (0) 0  5 
Diff (%) 0.0% 0.3% 3.5% 
Y/Y growth (%) new -18.4% -10.7% -1.7% 
    
Wireless MOU new 457 441  438 
Wireless MOU old 457 450  447 
Diff  (0) (9) (9) 
Diff (%) 0.0% -2.1% -2.0% 
Y/Y growth (%) new -0.6% -3.5% -0.7% 
    
Wireless Minutes new (mn) 791,402 952,104  1,107,051 
Wireless Minutes old (mn) 790,397 949,486  1,089,684 
Diff  1,006 2,617  17,367 
Diff (%) 0.1% 0.3% 1.6% 
Y/Y growth (%) new  20.3% 16.3% 
    
Wireless ARPM (INR) new 0.39 0.36  0.36 
Wireless ARPM (INR) old 0.39 0.35  0.34 
Diff (INR) (0) 0.01  0.02 
Diff (%) 0.0% 2.4% 5.6% 
Y/Y growth (%) new -17.8% -7.5% -1.0% 

Source: J.P. Morgan estimates. 
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J.P. Morgan forecasts vs. consensus 
Table 19: J.P. Morgan vs. consensus 

 FY11E FY12E FY13E 
Sales (Rs MM)    
JPMe 595,393  713,046 809,903  
Cons 595,376  714,256 801,749  
Diff 17  (1,210) 8,154  
% diff 0% 0% 1% 
    
EBITDA (Rs MM)    
JPMe 200,456  250,974 303,387  
Cons 200,774  251,469 294,739  
Diff (318) (495) 8,648  
% diff 0% 0% 3% 
    
EBITDA margin    
JPMe 33.7% 35.2% 37.5% 
Cons 33.7% 35.2% 36.8% 
% diff -0.1% 0.0% 1% 
    
Net Income (Rs MM)    
JPMe 65,771  84,477 112,596  
Cons 64,281  83,034 104,904  
Diff 1,491  1,454 7,746  
% diff 2% 2% 7% 
    
Net margin    
JPMe 11.0% 11.8% 13.9% 
Cons 10.8% 11.6% 13.1% 
% diff 0.3% 0.2% 1% 
    
EPS (Rs)    
JPMe 17.3  22.2 29.6  
Cons 16.9  21.9 27.6  
Diff 0.39  0.38 2.02  
% diff 2% 2% 7% 

Source: Bloomberg, J.P. Morgan estimates. 
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Valuation and rating analysis 
Our March 2012 price target is INR 410 and now accounts for a quantified risk 
relating to possible spectrum payments and other regulatory risks. Our earlier price 
target was INR370 (Dec-11) and did not make an adjustment for the regulatory risk.  

We value Bharti’s business segments at INR 438. This is based on our sum-of-the-
parts valuation of each business segment for Bharti. Our higher estimates on the 
India wireless business drive our valuation of Bharti's core business of INR 383 (INR 
329 earlier). Our valuation of the passive infrastructure and Indus businesses remain 
largely unchanged while the drag from Africa is now -INR 11 vs. –INR 13 earlier on 
account of slight improvement in margin estimates. 

Table 20: Bharti: Sum-of-the-parts valuation  
Rs 
 EV Net debt Equity value Stake Value per share 
Core business 1,593,168 139,313 1,453,856  100% 383 
Passive Infrastructure 156,630 10,845 145,785  86% 33 
Africa 405,232 456,265 (51,033) 81% (11) 
Indus 444,265 100,207 344,058  36% 33 
Total 2,599,295 706,629 1,892,665    438 
Adjustment for reg. risk     (28) 
Price Target     409 
Source: J.P. Morgan estimates. 

Risks to our view 
We highlight the following risks to our rating and price target:  

Downside risks: [1] Delay in clarity in the regulatory environment and the impact 
exceeding the INR 28/share we factor in [2] High-end competition impact on Bharti 
more than expected; [3] 3G data pricing competition [4] Slower subscriber growth 
than we forecast [5] Higher capex requirements in Africa 

Further upside risks: [1] Better-than-expected margins in Africa [2] near term impact 
from MNP being more benign than expected [3] consolidation in the sector [4] 
Monetization of tower assets 
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Figure 32: Bharti forward P/E band chart  
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Source: Company reports, J.P. Morgan estimates, Bloomberg. 

Figure 33: Bharti rolling P/E chart 
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Source: Company reports, J.P. Morgan estimates, Bloomberg. 

Figure 34: Bharti forward EV/EBITDA band chart 
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Source: Company reports, J.P. Morgan estimates, Bloomberg. 

Figure 35: Bharti rolling EV/EBITDA chart 
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Source: Company reports, J.P. Morgan estimates, Bloomberg. 

Figure 36: Bharti Net debt/EBITDA and Net debt/Equity 
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Source: Company reports, J.P. Morgan estimates, Bloomberg. 

Figure 37: Bharti ROE and ROCE 
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Financial Statements 
Table 21: Wireless metrics 
INR in millions, year-end March 

 FY09 FY10 FY11E FY12E FY13E 
INDIA and SOUTH ASIA      
Wireless Subscribers (‘000s) 93,923 127,619 162,395 196,145 223,895 
Market share (%) 24% 22% 21% 22% 22% 
Sub base growth Y/Y 52% 36% 27% 21% 14% 
Monthly net-adds (‘000s) 2,662 2,808 2,898 2,813 2,313 
Net add growth Y/Y (%) 29% 6% 3% -3% -18% 
      
Total wireless minutes (millions) 475,346 610,430 791,402 952,104 1,107,051 
Wireless MOU (minutes) 511 460 457 441 438 
MOU growth (%) 6% -10% -1% -3% -1% 
      
Wireless ARPU (INR) 326 250 208 191 192 
Wireless ARPM (INR) - blended 0.64 0.54 0.45 0.43 0.44 
Blended ARPM growth (%) -17% -15% -18% -3% 1% 
Voice ARPM 0.58 0.48 0.39 0.36 0.36 
Voice ARPM growth (%) -17% -17% -18% -7% -1% 
      
Wireless Opex per min (INR) 0.40 0.36 0.33 0.30 0.29 
Wireless EBITDA per min (INR) 0.20 0.21 0.16 0.16 0.16 
      
Wireless Revenue (INR m) 303,601 331,275 361,192 412,609 484,725 
Wireless EBITDA margin (%) 31.0% 38.7% 35.3% 35.9% 36.5% 
      
Wireless capex (INR m) 64,902 34,258 57,693 57,614 49,740 
Capex / sales (%) 21.4% 10.3% 16.0% 14.0% 10.3% 
      
AFRICA      
Wireless Subscribers (‘000s)   45,124 56,696 66,532 
Sub base growth Y/Y    25.6% 17.3% 
Monthly net-adds (‘000s)    964 820 
Net add growth Y/Y (%)     -15.0% 
      
Total wireless minutes (millions)   55,182 85,832 115,684 
Wireless MOU (minutes)   112 137 156 
MOU growth (%)    21.7% 14.5% 
      
ARPU (INR)   325 299 284 
ARPM (INR)    2.9 2.2 1.8 
ARPM growth (%)    -24.5% -17.0% 
      
Opex per min (INR)   1.8 1.6 1.3 
EBITDA per min (INR)    1.4 1.3 
      
Revenue (INR m)   131,816 187,577 209,837 
EBITDA margin (%)   24.1% 27.5% 29.8% 
      
Capex (INR m)   34,184 44,905 40,298 
Capex / sales (%)   25.9% 23.9% 19.2% 
Capex (US$ m)   749 1,041 934 
      
Source: Company reports, J.P. Morgan estimates 
Please note FY11E includes data for Africa from June 8, 2010. 
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Table 22: Revenue and EBITDA breakdown 
Rs in millions, year-end March 

 FY09 FY10 FY11E FY12E FY13E 
Revenue      
Wireless 303,601 331,275 361,192 412,609 484,725 
Telemedia  33,517 34,154 36,049 37,713 39,363 
Enterprise 84,882 44,798 41,855 46,053 49,673 
Passive Infrastructure 42,489 70,852 86,400 96,281 103,627 
Other 3,611 5,825 10,454 14,261 15,687 
Eliminations (98,485) (68,432) (72,373) (81,448) (93,010) 
Total  India & SEA 369,615 418,472 463,577 525,469 600,066 
Africa   131,816 187,577 209,837 
Total consolidated   595,393 713,046 809,903 
      
Revenue contribution      
Wireless 82% 79% 61% 58% 60% 
Telemedia  9% 8% 6% 5% 5% 
Enterprise 23% 11% 7% 6% 6% 
Passive Infrastructure 11% 17% 15% 14% 13% 
Other 1% 1% 2% 2% 2% 
Eliminations -27% -16% -12% -11% -11% 
Africa   22% 26% 26% 
Total Consolidated   100% 100% 100% 
      
EBITDA      
Wireless 94,050 128,053 127,386 148,278 176,804 
Telemedia  14,208 14,729 16,153 17,552 18,709 
Enterprise 37,743 12,578 9,689 11,098 12,395 
Passive Infrastructure 15,022 24,523 32,456 39,250 43,021 
Other (6,169) (9,289) (12,638) (10,796) (3,505) 
Eliminations (3,176) (2,496) (2,664) (3,161) (3,809) 
Total  India & SEA 151,680 168,098 170,382 202,220 243,615 
Africa   30,074 48,754 59,771 
Total consolidated   200,456 250,974 303,387 
      
EBITDA margin      
Wireless 31.0% 38.7% 35.3% 35.9% 36.5% 
Telemedia  42.4% 43.1% 44.8% 46.5% 47.5% 
Enterprise 44.5% 28.1% 23.1% 24.1% 25.0% 
Passive Infrastructure 35.4% 34.6% 37.6% 40.8% 41.5% 
Other -170.8% -159.5% -120.9% -75.7% -22.3% 
Total  India & SEA 41.0% 40.2% 36.8% 38.5% 40.6% 
Africa   22.8% 26.0% 28.5% 
Total consolidated   33.7% 35.2% 37.5% 
Source: Company reports, J.P. Morgan estimates. Note: US GAAP till FY09, IFRS from FY10. 
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Table 23: Consolidated Profit and Loss statement  
Rs in millions, year-end March 

  FY11E FY12E FY13E 
FY11-FY3 

2-year CAGR 
Wireless 361,192 412,609 484,725  
Telemedia (Fixed line and Broadband) 36,049 37,713 39,363  
Enterprise 41,855 46,053 49,673  
Passive Infrastructure 86,400 96,281 103,627  
Other 10,454 14,261 15,687  
Eliminations (72,373) (81,448) (93,010)  
Total revenue excluding Africa 463,577 525,469 600,066  
Africa 131,816 187,577 209,837  
Total consolidated revenue 595,393 713,046 809,903 17% 
     
EBITDA (core business) 170,382 202,220 243,615  
EBITDA (Africa) 31,831 51,598 62,615  
EBITDA Africa (other) (1,757) (2,844) (2,844)  
Consolidated EBITDA 200,456 250,974 303,387 23% 
Core margin (%) 36.8% 38.5% 40.6%  
Africa margin (%) 24.1% 27.5% 29.8%  
Global margin (%) 33.7% 35.2% 37.5%  
     
Total D&A (97,342) (111,422) (123,379)  
     
Consolidated EBIT 103,114 139,552 180,007  
EBIT margin (%) 17.3% 19.6% 22.2%  
     
Net interest expense (21,270) (24,044) (21,036)  
     
Consolidated EBT 82,825 116,468 159,931   
Tax (16,837) (27,067) (39,559)  
Net Income total 65,988 89,401 120,372   
Total minorities (217) (4,924) (7,776)  
Net income attributable to Bharti 65,771 84,477 112,596   
Net margin (%) 11.0% 11.8% 13.9%  
     
Number of shares (diluted) 3,798 3,798 3,798   
     
EPS (core) 20.5 24.1 30.2  
EPS (Africa_ -0.6 1.5 2.6  
EPS (Africa –others) -2.5 -3.3 -3.1  
Consolidated EPS 17.3 22.2 29.6 31% 
Source: J.P. Morgan estimates 
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Table 24: Consolidated balance sheet 
Rs in millions, year-end March 
 FY10 FY11E FY12E FY13E 
Assets         
Non-current assets          
 Total PP&E and Intangibles           542,519       1,288,410       1,326,155        1,335,959 
        Investment in associates                     57                      -                        -                        -   
        Derivative financial assets               3,337               2,052               2,052                2,052 
        Other financial assets               7,368               7,445               7,445                7,445 
        Other non - financial assets               7,485             11,604             11,604              11,604 
        Deferred tax asset             12,489             41,421             41,421              41,421 
          573,255       1,350,932       1,388,677        1,398,481 
Current assets          
        Inventories                   484               2,039               2,216                2,365 
        Trade and other receivable             35,711             52,300             60,212              64,917 
        Derivative financial assets                   144               2,747               2,747                2,747 
        Prepayments and other assets             20,835             39,468             39,468              39,468 
        Income tax recoverable               2,826               2,773               2,773                2,773 
        Short term investments             52,362               6,740               6,740                6,740 
        Cash and cash equivalents             25,323             15,732             40,407              66,107 
          137,685           121,798           154,563            185,117 
 Total assets           710,940       1,472,730       1,543,240        1,583,598 
         
 Equity and liabilities          
 Equity            
        Issued capital             18,988             18,988             18,988              18,988 

     Treasury shares                  (81)                 (100)                 (100)                 (100) 
        Advances against equity                      -                        -                        -                        -   
        Share premium             56,499             56,499             56,499              56,499 
        Retained earnings / (deficit)           301,342           361,869           437,453            532,264 
        Foreign currency translation reserve                   824               7,415               7,415                7,415 
        Other components of equity             44,368             41,086             41,086              41,086 
        Equity attributable to Bharti           421,940           485,757           561,341            656,151 
       Non-controlling interest             25,285             30,316             35,240              43,016 
 Total equity           447,225           516,073           596,581            699,167 
          442,188       
        Non-current liabilities          
        Borrowing             81,474           554,593           522,215            441,205 
        Deferred revenue              29,957               8,068               8,068                8,068 
        Provisions               4,243               5,912               5,912                5,912 
        Derivative financial liabilities                   289                   107                   107                    107 
        Deferred tax liability               3,737               9,554               9,554                9,554 
        Other financial liabilities             10,860             13,186             13,186              13,186 
        Other non - financial liabilities               3,912               5,512               5,512                5,512 
          134,472           596,932           564,554            483,544 
        Current liabilities          
        Borrowing             20,424             67,663             67,663              67,663 
        Deferred revenue                   292             31,522             31,522              31,522 
        Provisions                   410               1,346               1,346                1,346 
        Derivative financial liabilities                   415                   226                   226                    226 
        Income tax liabilities                      -                 1,500               1,500                1,500 
        Trade & other payables           107,702           257,468           279,848            298,630 
          129,243           359,725           382,105            400,887 
 Total liabilities           263,715           956,657           946,659            884,430 
 Total equity and liabilities           710,940       1,472,730       1,543,240        1,583,598 
Source: company reports, J.P. Morgan estimates 
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Table 25: Consolidated cash flow statement 
Rs in millions, year-end March 
 FY10 FY11E FY12E FY13E 
EBT 105,091 81,423  116,468            159,931 
         
Adjustments for -          
     Depreciation and amortization 62,833 97,275  111,422            123,379 
     Finance income (17,384) 403  24,044              21,036 
     Finance cost 17,559 20,822  0    
     Share of results of associated companies (post tax) 48 56  0    
     Amortization of Deferred Stock based compensation 1,494 1,245  0    
     Other non-cash items 431 336  0    
Operating cash flow before working capital changes 170,072 201,560  251,934  304,347 
         
     Trade receivables and prepayments 11,666 (13,831) (7,912)              (4,704) 
     Inventories 479 (111) (177)                 (149) 
     Trade and other payables 648 20,121  22,380              18,782 
     Change in provision 680 (102) 0    
     Other financial and non financial liabilities 4,816 3,801  0    
     Other financial and non financial assets (6,062) (4,086) 0    
     Interest Received 2,038 494  0    
     Income Tax (Paid)/Refund (21,961) (22,346) (27,067)           (39,559) 
Net cash inflow / (outflow) from operating activities 162,376 185,501  239,157  278,717 
         
Cash flows from investing activities         
     Purchase of property, plant and equipment (128,338) (123,134) (149,167) (133,183) 
     Proceeds from sale of property, plant and equipment 6,202 2,770  0    
     Acquisition of intangible assets (2,527) (159,839) 0    
     Short term investments (Net) (13,198) 46,692  0    
     Acquisitions 1 (372,451) 0    
     Investment in associates (90) 0  0                       -   
Net cash inflow / (outflow) from investing activities (137,950) (605,962) (149,167) (133,183) 
         
Cash flows from financing activities         
         
     Proceeds from issuance of term borrowings 56,331 569,837  0    
     Repayment of borrowings (57,504) (130,440) (32,378)           (81,011) 
     Advance against equity 0 0  0    
     Interest paid (6,368) (21,148) (24,044)           (21,036) 
     Proceeds from exercise of stock options 191 (38) 0    
     Dividend paid (4,442) (4,428) (8,893)           (17,786) 
     Acquisition of non-controlling interest (74) (5,856) 0    
Net cash inflow / (outflow) from financing activities (11,866) 407,927  (65,315) (119,833) 
         
Effect of exchange rate changes on cash and cash equivalents         
Net (decrease) / increase in cash  12,560 (12,534) 24,675  25,701 
         
Balance at the Beginning of the period 12,402 26,501  12,427  37,102 
Balance at the end of the period 24,962 13,967  37,102  62,802 
Source: company reports, J.P. Morgan estimates.  
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JPM Q-Profile
Bharti Airtel Ltd. (INDIA / Telecommunication Services)
As Of: 18-Mar-2011 Quant_Strategy@jpmorgan.com

Local Share Price Current: 320.45 12 Mth Forward EPS Current: 22.13

Earnings Yield (& local bond Yield) Current: 7% Implied Value Of Growth* Current: 46.71%

PE (1Yr Forward) Current: 14.5x Price/Book Value Current: 2.6x

ROE (Trailing) Current: 15.84 Dividend Yield (Trailing) Current: 0.00

Summary

Bharti Airtel Ltd. 26371.62 As Of:
INDIA 3.246906 SEDOL 6442327 Local Price: 320.45
Telecommunication Services Wireless Telecommunication Ser EPS: 22.13

Latest Min Max Median Average 2 S.D.+ 2 S.D. - % to Min % to Max % to Med % to Avg
12mth Forward PE 14.48x -20.00 75.00 18.46 17.35 51.26 -16.57 -238% 418% 28% 20%
P/BV (Trailing) 2.60x 0.92 11.86 4.92 5.45 11.65 -0.75 -65% 356% 89% 109%
Dividend Yield (Trailing) 0.00 0.00 0.38 0.00 0.04 0.25 -0.17
ROE (Trailing) 15.84 -10.42 41.27 26.56 18.15 53.50 -17.20 -166% 161% 68% 15%
Implied Value of Growth 46.7% 0.25 1.28 0.60 0.64 1.12 0.16 -47% 173% 29% 36%

Source: Bloomberg, Reuters Global Fundamentals, IBES CONSENSUS, J.P. Morgan Calcs * Implied Value Of Growth = (1 - EY/Cost of equity) where cost of equity =Bond Yield + 5.0% (ERP)
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Bharti Airtel Limited: Summary of Financials    
   
Profit and Loss Statement   Balance Sheet statement       
Rs in millions, year end Mar FY10 FY11E FY12E FY13E Rs in millions, year end Mar FY10 FY11E FY12E FY13E  
   
Revenue 418,472 595,393 713,046 809,903 Cash and equivalents 77,133 15,732 40,407 66,107  
EBITDA 168,098 200,456 250,974 303,387 Accounts receivable 13,757 52,300 60,212 64,917  
D&A (60,457) (97,342) (111,422) (123,379) Others 48,457 53,767 53,944 54,093  
 Total Current assets 139,347 121,798 154,563 185,117  
EBIT 107,641 103,114 139,552 180,007   
Interest income 8,368 0 0 0 Total current liabilities 148,111 359,725 382,105 400,887  
Interest expense (2,585) (21,270) (24,044) (21,036)   
Net Interest expense 5,783 (21,270) (24,044) (21,036) Net working capital (8,764) (237,927) (227,542) (215,770)  
   
Profit before tax 114,810 82,825 116,468 159,931 Net fixed assets 443,808 1,288,410 1,326,155 1,335,959  
Tax (13,959) (16,837) (27,067) (39,559) Other long term assets 10,406 62,522 62,522 62,522  
Net profit - reported 99,587 65,771 84,477 112,596 Total non-current assets 507,061 1,350,932 1,388,677 1,398,481  
Net profit - adjusted 99,587 65,771 84,477 112,596   
 Total Assets 646,408 1,472,730 1,543,240 1,583,598  
Shares Outstanding 3,793 3,798 3,798 3,798   
EPS (Rs) (Reported) 26.3 17.3 22.2 29.6 Long-term debt 47,452 554,593 522,215 441,205  
EPS (Adjusted) 26.3 17.3 22.2 29.6 Other liabilities 8,656 42,339 42,339 42,339  
 Total Liabilities 204,220 956,657 946,659 884,430  
Revenue growth 13.2% 42.3% 19.8% 13.6%   
EBITDA growth 10.8% 19.2% 25.2% 20.9% Shareholders' equity 413,699 516,073 596,581 699,167  
Net profit growth 17.6% (34.0%) 28.4% 33.3%   
EPS growth 17.5% (34.0%) 28.4% 33.3% Total liabilities and equity 646,408 1,472,730 1,543,240 1,583,598  
   
EBITDA margin 40.2% 33.7% 35.2% 37.5% Net debt/(cash) (12,515) 606,524 549,471 442,760  
EBIT Margin 25.7% 17.3% 19.6% 22.2% Book value per share 109.07 135.89 157.08 184.10  
Net margin 23.8% 11.0% 11.8% 13.9%   
   
Ratio Analysis       Cash flow statement       
%, year end Mar FY10 FY11E FY12E FY13E Rs in millions, year end Mar FY10 FY11E FY12E FY13E  
   
P/E (Adjusted) 12.9 19.6 15.3 11.5 Cash flow from operations 136,180 185,501 239,157 278,717  
EV/EBITDA 7.0 9.0 6.9 5.4 Capex (81,875) (141,855) (149,167) (133,183)  
P/B 3.1 2.5 2.2 1.8 Cash flow from other investing (44) (482,828) 0 0  
ROE 27.8% 14.1% 15.2% 17.4% Cash flow from financing (26,157) 407,927 (65,315) (119,833)  
ROCE 23.9% 12.8% 12.0% 15.0%   
ROA 15.9% 6.2% 5.6% 7.2% Change in cash for year 28,148 (12,534) 24,675 25,701  
FCF Yield 4.2% 3.4% 7.0% 11.3% Beginning cash 49,276 26,501 12,427 37,102  
 Closing cash 77,424 13,967 37,102 62,802  
Capex to sales (19.6%) (23.8%) (20.9%) (16.4%)   
Debt/Capital 13.5% 54.7% 49.7% 42.1% FCF 54,305 43,645 89,990 145,533  
Net debt/EBITDA (0.1) 2.8 2.2 1.5   
                 
Source: Company reports and J.P. Morgan estimates. Note: US GAAP till FY09, IFRS from FY10  
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The research analyst(s) denoted by an “AC” on the cover of this report certifies (or, where multiple research analysts are primarily 
responsible for this report, the research analyst denoted by an “AC” on the cover or within the document individually certifies, with 
respect to each security or issuer that the research analyst covers in this research) that: (1) all of the views expressed in this report 
accurately reflect his or her personal views about any and all of the subject securities or issuers; and (2) no part of any of the research 
analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the 
research analyst(s) in this report.  

Important Disclosures  
 

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

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

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

• Non-Investment Banking Compensation: JPMS has received compensation in the past 12 months for products or services other 
than investment banking from Bharti Airtel Limited.  
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average total return of the stocks in the analyst’s (or the analyst’s team’s) coverage universe.]  Neutral [Over the next six to twelve 
months, we expect this stock will perform in line with the average total return of the stocks in the analyst’s (or the analyst’s team’s) 
coverage universe.]  Underweight [Over the next six to twelve months, we expect this stock will underperform the average total return of 
the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] J.P. Morgan Cazenove’s UK Small/Mid-Cap dedicated research 
analysts use the same rating categories; however, each stock’s expected total return is compared to the expected total return of the FTSE 
All Share Index, not to those analysts’ coverage universe. A list of these analysts is available on request. The analyst or analyst’s team’s 
coverage universe is the sector and/or country shown on the cover of each publication.  See below for the specific stocks in the certifying 
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J.P. Morgan Equity Research Ratings Distribution, as of December 31, 2010 

 Overweight 
(buy) 

Neutral 
(hold) 

Underweight 
(sell) 

J.P. Morgan Global Equity Research 
Coverage 

46% 42% 12% 

    IB clients* 53% 50% 38% 
JPMS Equity Research Coverage 43% 49% 8% 
    IB clients* 71% 63% 59% 

*Percentage of investment banking clients in each rating category. 
For purposes only of FINRA/NYSE ratings distribution rules, our Overweight rating falls into a buy rating category; our Neutral rating falls into a hold 
rating category; and our Underweight rating falls into a sell rating category. 
 

Valuation and Risks:  Please see the most recent company-specific research report for an analysis of valuation methodology and risks on 
any securities recommended herein. Research is available at http://www.morganmarkets.com , or you can contact the analyst named on 
the front of this note or your J.P. Morgan representative.  

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

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