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● With tightened liquidity raising concerns on growth plans of 
corporates, we conducted a quick survey of Indian telecom 
companies to understand the impact. 

● While companies are not seeing any increased reluctance from 
banks to lend, RCOM mentioned an increase in borrowing costs 
over the last six months.  

● RCOM could be the most affected by this crisis, due to large 
capex outlay and already high leverage. The company has 
already softened its stance on GSM launch, and we are building 
only Rs179 bn capex spend versus guidance of Rs240 bn. 

● For Bharti and Idea, we do not foresee any significant problems 
due to funding. Bharti is turning FCF-positive and has comfortable 
leverage levels, while Idea had an opportune equity stake sale in 
the beginning of the year at good valuations. 

● In this scenario, we would avoid the execution and capex risks 
associated with RCOM – maintain UNDERPERFORM and Rs260 
TP. We retain our OUTPERFORM ratings on Bharti (target price 
Rs950) and Idea (target price Rs60). 

With tightening liquidity raising concerns of slowdown in corporate 
growth, we conducted a quick survey of Indian telecom companies to 
understand the impact. We focussed on the stance of banks on 
lending, short-term repayment requirements, increases in borrowing 
costs and the impact of all these on business plans. 

Overview of sector liquidity situation 
Our conversations with Indian telecom operators indicated that there 
is no reluctance from banks to lend to the sector. Bharti, RCOM and 
Idea have open lines of credit which they can draw down anytime. 

However, for new loans, RCOM is seeing an increase in the cost of 
debt (Libor + 200 bp now versus Libor+ 100 bp earlier). Bharti and 
Idea are not seeing any increase in cost of borrowing. 

With the Indian telecom market being predominantly prepaid in nature, 
problems in receivables should not be significant. 

Stock implications – RCOM 
In our view, RCOM could be the worst affected from the credit crisis. 
The company’s large capex plans (driven by nationwide GSM launch 
and global capex) require significant funding, which the company 
accepts has become dearer. This is already pinching, going by 
softening stance on GSM launch dates and possible reduction in 
capex compared to beginning of the year guidance (adjusted for forex). 

The company is working on converting short-term borrowings to long-
term, so that near-term liquidity is improved (short-term borrowings as 
a percentage of total has come down from 45% to 30% over the last 
six months). 

Stock implications – Bharti and Idea 
Bharti and Idea could remain unaffected by the current liquidity crisis. 
For Bharti, the operations are turning FCF-positive, and the current 
debt position is quite comfortable. Management does not envisage 
any additional funding for current operations, and has open lines of 
credit if any new opportunities arise. 

Idea, like RCOM, has new operations starting off, and has recently 
made an acquisition. However, it has resolved most of its funding 
requirements for the next couple of years, through equity stake sale in 
the beginning of the year.  

Investment recommendation 
In this scenario of tight credit, we would stay away from the 
uncertainty and execution risks associated with RCOM. We build 
around Rs179 bn capex for FY3/09 for the company, versus the 
guidance of Rs240 bn. We retain our UNDERPERFORM rating and 
Rs260 target price. 

Bharti is our top pick in the sector, and should be able to manage the 
current credit crunch due to low external financing needs. We retain 
our OUTPERFORM rating and target price of Rs950 on the stock. 

While Idea cellular has execution risks from new operations attached 
to it, these are already well captured by current prices in our view. As 
far as funding is concerned, the company is in a strong position 
thanks to recent stake sales. Maintain OUTPERFORM and target 
price of Rs60. 

Figure 1: Key financial ratios of Indian telecom companies 
  CS Price  Gearing (%) Interest cover (x) Avg int rate P/E (x) P/B 
Company Ticker Rating Cur Target FCF +ve? 

Quick 
ratio 

ST debt 
/total FY09 FY10 FY09 FY10 Pre crisis Latest FY09 FY10 FY09 

Bharti Airtel BRTI.BO O 639 950 Y 0.74 32% 35 28 23.2 28.1 6.1% 6.1% 14.0 10.5 3.9 
Reliance Com RLCM.BO U 216 260 N 0.64 30% 93 99 3.9 4.3 LIB+100bps LIB+200bps 7.6 9.3 1.3 
Idea Cellular IDEA.BO O 46 60 N 1.17 27% 55 35 2.0 2.6 10.2% 10.2% 14.6 13.3 1.1 

Note: O = OUTPERFORM, N = NEUTRAL, U = UNDERPERFORM; Bharti’s debt is primarily foreign currency denominated, leading to lower interest rates  
Source: Company data, Credit Suisse estimates 
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Companies Mentioned  (Price as of 05 Nov 08) 
Bharti Airtel Ltd (BRTI.BO, Rs684.75, OUTPERFORM, TP Rs950.00, MARKET WEIGHT) 
Idea Cellular Ltd (IDEA.BO, Rs48.00, OUTPERFORM [V], TP Rs60.00, MARKET WEIGHT) 
Reliance Communication Ltd (RLCM.BO, Rs226.70, UNDERPERFORM [V], TP Rs260.00, MARKET WEIGHT) 
TM International Snd Bhd (TMIT.KL, RM4.76, OUTPERFORM [V], TP RM7.50) 
Spice Communications (SPCM IN, Rs34.20) 
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3-Year Price, Target Price and Rating Change History Chart for IDEA.BO 
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3-Year Price, Target Price and Rating Change History Chart for RLCM.BO 
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including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain 
other circumstances. 
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See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (BRTI.BO) 
Method: Our 12-month target price of Rs950 for Bharti Airtel Ltd is based on discounted cash flow (DCF) analysis. We assume a weighted 
average cost of capital (WACC) of 12 and beta of 0.9. Our DCF model builds in strong cashflow growth till FY3/15, a 4% medium term growth 
(FY3/15 - FY3/30) and 3% terminal growth. Our target price also includes the value add due to sharing of infrastructure. 
Risks: Risks to our 12-month target price of Rs950 for Bharti include faster than expected roll out of operations by new competitors entering the 
Indian telecom market and players looking for new network roll out like RCOM, Aircel etc., as also faster than expected drop in pricing 
Price Target: (12 months) for (IDEA.BO) 
Method: Our 12-month target price of Rs60 for Idea Cellular Limited is based on discounted cash flow (DCF) analysis. We assume a weighted 
average cost of capital (WACC) of 12.5 and beta of 1.1. Our DCF model builds in negative cash flows for two years, followed by a period of 
strong cashflow growth till FY3/16, and a 2% terminal growth rate. 
Risks: Risks to our 12-month target price of Rs60 for Idea are: 1) execution risk - Idea is entering new circles, where it is the sixth or seventh 
operator. If marketshare or margins are below our estimates or capex higher than our numbers, it could lead to a downside risk to our target 
price, 2) market risk - this would include the possibility of irrational competition from some players trying to gain market share, which could 
negatively impact margins and returns. 3) economic risk - a slowdown in the Indian economy could slow down subscriber additions. Our model 
assumes around 9 mn monthly net additions per month for FY09. 4) valuation risk - continuous pressure on telecom stocks or Indian market 
could keep the share performance weak 
Price Target: (12 months) for (RLCM.BO) 
Method: Our 12-month target price of Rs260 for Reliance is based on discounted cash flow (DCF) analysis. We assume a weighted average 
cost of capital (WACC) of 12.4 and beta of 1. Our DCF model builds in strong cashflow growth till FY3/16, a 2.5% medium term growth (FY3/16 - 
FY3/31) and 3% terminal growth. Our target price also includes the value add due to sharing of infrastructure. 
Risks: Key risk to our target price of Rs260 for Reliance includes 1) execution risk of the shift to GSM network from CDMA network, 2) stronger 
than expected margin performance and 3) continuous uptrend in overall market 

See the Companies Mentioned section for full company names. 
The subject company (RLCM.BO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of 
Credit Suisse. 
Credit Suisse provided investment banking services to the subject company (RLCM.BO) within the past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (BRTI.BO, IDEA.BO, 
RLCM.BO) within the next 3 months. 
Important Regional Disclosures 
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http://www.csfb.com/legal_terms/canada_research_policy.shtml. 
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Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 

To the extent this is a report  authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
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restrictions on communications with a subject company, public appearances and trading securities held by a research analyst account. 
• Bhuvnesh Singh, non-U.S. analyst, is a research analyst employed by Credit Suisse Singapore Branch. 
• Sunil Tirumalai, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (India) Private Limited. 
• Vikramaditya Narendra, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (India) Private Limited. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
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