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Unlocking tower assets- Though perceived as a catalyst by the market we believe unlocking 

tower assets will be tough, as the buyer will have to take a longer term bet on RCOM’s GSM 

and CDMA businesses, both of which suffer from low network utilization. RCOM’s longer 

term commitment to continue with CDMA is critical for tower valuations, as with rollout of 

3G, progress on TD-LTE, prospects for CDMA will be reduced in our view and we expect 

CDMA tenancy to decline. We note that RCOM has pulled out from tower listing twice and 

post that the transaction with GTL also got called off. Our computation suggests a value of 

cUSD4bn for RCOM tower assets, factoring only anchor tenancy. However, the deal becomes 

value neutral for RCOM at c30% above our valuations per our analysis. Given unlocking 

initiatives markets tend to assume asset based valuations (refer to figure 5) will provide 

support, however failure to close deals/execution remains a concern.  

RCOM has been among the worst performing Indian stocks in MSCI (down 44% in the 

last six months) with concerns about the balance sheet, 2G corruption probe and lacklustre 

operating performance. While we believe the recent debt refinancing of short term 3G debt 

with a loan facility from China Development Bank (CDB) is positive (this will prevent 

significant increase in interest cost but will not lower interest costs as 3G interest cost was 

being capitalised), leverage still remains high. As far as impact of the 2G corruption probe is 

concerned, we don’t rule out the possibility of new entrants paying one time for start-up 

spectrum fee; we estimate impact for RCOM at USD335m. Separately business fundamentals 

remain weak, as despite investments in GSM, wireless revenues have been declining (refer 

figure 2). Initial porting data also suggests vulnerability of CDMA. 

Cutting target price; rating is Neutral (V) – We are cutting our target price to INR122 from 

INR152 as we expect the operating parameters to deteriorate further due to poor quality of 

subscribers and limited ability to invest in 2G coverage. Further we expect pressure on 

CDMA to be aggravated by mobile number portability (MNP). As such we have cut our 

FY12e earnings by 17%. Our FY12 estimates are marginally (c3%) below consensus. That 

said, we believe the stock is trading cheaply (12% discount to six months average PE, down 

c30% YTD), and given the sell-off we see potential return of c18.6% from current levels. 

Due to recent volatility, we return the volatility indicator to our rating, and we rate the stock 

Neutral (V).  The key upside risks will be the ability to monetize tower assets and sell 26% 

stake via induction of strategic partner over the next 6-9 months. The key downside risks are 

slower-than-estimated ramp-up in 3G and rapid subscriber churn in CDMA.  

Neutral (V) 
Target price (INR) 122.00 
Share price (INR) 102.90 
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Financials & valuation 
Financial statements 

Year to 03/2010a 03/2011e 03/2012e 03/2013e

Profit & loss summary (INRm) 

Revenue 222,504 204,771 225,825 262,912
EBITDA 78,870 66,270 76,002 87,641
Depreciation & amortisation -37,466 -39,829 -44,324 -46,719
Operating profit/EBIT 41,404 26,441 31,678 40,922
Net interest 11,863 -11,688 -11,320 -12,589
PBT 52,891 14,753 20,358 28,333
HSBC PBT 53,267 14,753 20,358 28,333
Taxation -4,454 1,467 -3,054 -5,100
Net profit 47,041 14,430 15,505 21,415
HSBC net profit 47,344 14,430 15,505 21,415

Cash flow summary (INRm) 

Cash flow from operations 86,585 53,067 90,214 101,557
Capex -58,080 -125,105 -32,990 -27,013
Cash flow from investment -77,489 -135,987 -44,310 -39,601
Dividends 0 0 0 0
Change in net debt -83,105 112,963 -45,903 -61,956
FCF equity 45,634 -81,852 45,903 61,956

Balance sheet summary (INRm) 

Intangible fixed assets 52,215 0 0 0
Tangible fixed assets 663,180 785,453 774,119 754,413
Current assets 164,152 175,797 181,775 185,198
Cash & others 48,585 48,000 48,000 48,000
Total assets 880,746 962,433 957,077 940,795
Operating liabilities 198,855 174,596 197,839 220,279
Gross debt 247,473 359,851 313,948 251,992
Net debt 198,888 311,851 265,948 203,992
Shareholders funds 387,825 381,392 396,896 418,312
Invested capital 632,107 738,654 710,055 671,332

 
Ratio, growth and per share analysis 

Year to 03/2010a 03/2011e 03/2012e 03/2013e

Y-o-y % change    

Revenue -3.0 -8.0 10.3 16.4
EBITDA -15.1 -16.0 14.7 15.3
Operating profit -22.7 -36.1 19.8 29.2
PBT -13.8 -72.1 38.0 39.2
HSBC EPS -20.0 -69.7 7.4 38.1

Ratios (%)    

Revenue/IC (x) 0.3 0.3 0.3 0.4
ROIC 5.5 4.2 3.7 4.9
ROE 11.7 3.8 4.0 5.3
ROA 3.9 3.2 2.8 3.5
EBITDA margin 35.4 32.4 33.7 33.3
Operating profit margin 18.6 12.9 14.0 15.6
EBITDA/net interest (x)  5.7 6.7 7.0
Net debt/equity 50.3 79.6 65.0 47.2
Net debt/EBITDA (x) 2.5 4.7 3.5 2.3
CF from operations/net debt 43.5 17.0 33.9 49.8

Per share data (INR)    

EPS reported (fully diluted) 22.92 6.99 7.51 10.38
HSBC EPS (fully diluted) 23.07 6.99 7.51 10.38
DPS 0.00 0.00 0.00 0.00
Book value 188.98 184.78 192.29 202.67
 

 
 
   
Valuation data 

Year to 03/2010a 03/2011e 03/2012e 03/2013e

EV/sales 1.8 2.6 2.1 1.6
EV/EBITDA 5.2 7.9 6.3 4.8
EV/IC 0.7 0.7 0.7 0.6
PE* 4.5 14.7 13.7 9.9
P/Book value 0.5 0.6 0.5 0.5
FCF yield (%) 21.5 -38.5 21.6 29.2
Dividend yield (%) 0.0 0.0 0.0 0.0

Note: * = Based on HSBC EPS (fully diluted) 
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Key issues with the stock  
GSM investments have not helped, network quality remains a concern 

RCOM is the second largest wireless operator in terms of subscribers in India. While the company has 

been able to maintain this over the last two and a half years, it has seen a continuous fall in its revenue 

market share (RMS). In June 2007 it had the third highest RMS of 16.7% (c1.1% below second ranked 

Vodafone) which has fallen to 10.4% in Dec-10 (a fall of 6.3%) and its RMS rank fell to no 4. This is 

despite the launch of pan-India GSM services implying poor execution by the company. The latest active 

subscribers figures reported by the TRAI suggest that c34% of RCOM’s subscribers are inactive 

reflecting poor quality subscribers.  

CDMA outlook not robust  

In our view, the CDMA business will remain under pressure in the near- to medium-term due to MNP 

implementation. However, given the company’s focus on driving future growth through data, the CDMA 

could play an important role, in markets where RCOM has not bagged 3G spectrum. However with 

launch of 3G services and progress on TD-LTE, declining voice traffic, we expect prospects for CDMA 

to be reduced. 

Sale of tower assets   

RCOM has c50,000 towers with a tenancy of 1.76. Sale of tower assets should be positive for the 

company given the balance sheet concerns (net debt of cUSD7.2bn, net Debt/EBITDA of 3.5x), but we 

believe finding a buyer will be tough as both GSM and CDMA business of RCOM suffer from low 

network utilization. Our model suggests a fair value of cUSD4bn for RCOM’s tower assets (implied 

EV/tower of INR3.6mn). However, we calculate that the deal would become value neutral for RCOM at 

c30% above our valuations (at an EV/tower of INR4.7mn). While RCOM’s commitment to higher rentals 

can help the company fetch better valuations for its tower assets, this could hit its profitability in the long 

run in our view.  

Figure 1: RCOM minutes fall below Idea in Dec-10  Figure 2: RCOM’s wireless revenues decline 
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Funding overview  

We note that the company has two maturing FCCB’s in the coming fiscal year FY12 amounting to 

cUSD1.5bn. The company has raised debt worth USD1.93bn from China Development Bank, however 

the proceeds will be used to refinance USD1.33bn of 3G loan and the remaining USD600mn will go 

towards purchase of 3G equipments from Chinese vendors. While this will prevent a significant increase 

in interest costs, interest costs will not fall as RCOM capitalized INR1.2bn of 3G interest cost in 

3QFY11. Per our estimates, the company will generate free cash flows worth cUSD1bn in the next year 

suggesting a short fall of cUSD270mn to meet the FCCB’s obligation. Monetization of tower assets may 

help reduce this burden, or alternatively the company may decide to restrict its capex in 3G or refinance 

with a short term loan, in our view. 

Figure 3: RCOM net debt breakdown (December-10) 

Particulars Amount (INRmn) 

  
Rupee loans  
Secured loans 30,000 
Unsecured Loans 77,000 
Total rupee loan 107,000 
  
Foreign currency loans 232,348 
Tranche #1 FCCB dated May 2011 16,804 
Tranche #2 FCCB dated March 2012 51,621 
Total FCCB 68,425 
Foreign loan except FCCB 163,923 
Less: Cash & Cash equivalents -14,878 
Net debt 324,470 

Source: Company data, HSBC estimates 
 
    
Figure 4: RCOM likely to face a deficit to meet its FCCB obligations 

Particulars FY12e 

  
Tranche #1 FCCB dated May 2011 -297 
Tranche #2 FCCB dated March 2012 -900 
Interest payable on FCCB’s -322 
Refinancing of domestic loan for 3G -1,330 
Other Foreign loans  
Receipts expected from CDB 1,930 
Estimated capex in FY12 733 
Capex refinanced through CDB loan 600 
Free cash flow generated 1,245 
Deficit estimated in FY12e to meet FCCB obligations 273 
  

Source: HSBC estimates 
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Breakdown of value of assets, turning cautious on CDMA  
Figure 5: RCOM asset valuation breakdown 

RCOM Value Amount (USD m) Comments 

2G Spectrum 4,000 Based on independent valuations of GSM business. Also supported by value of GSM 
spectrum and equipment. 

3G Spectrum 1,908 Book value of 3G spectrum 
CDMA 1,500 Assuming a data only case for CDMA business, we assume total device market at 22m 

byFY15e and RCOM share at 22%. Dongle ARPU estimated to decline from present INR800 
to INR472 in the long-term. 

Towers 4,000 Assuming reduced prospects for CDMA, we expect tower tenancy to go down from present 
1.76x to 1.40x. Our assumptions don’t factor any benefits from external tenancy.  

Optic Fibre 1,800 We value 200,000kms of optical fibre at INR0.4m/km. Largely in line with when TCOM 
bought 15000kms of fibre from Bharti for INR500 crores. We are conservative have not 
factored anything for 65,000kms of submarine cable of which 22,000 is in US and the value 
per km is around 35,000USD and could mean an upside of USD1bn at least. Further 
company spent USD500m in buying Vanco, Flag and Yipes not considered 

EV 13,208  
Net Debt 7,200 Debt adjusted as the per the latest results 
   
Likely 2G spectrum payout 335 Assuming a payoff of USD9.9mn per MHz in 14 circles adjusting for the remaining life of 

spectrum for RCOM  
Equity value 5,673  
Value per share 124  

Source: HSBC estimates 
 

Valuation, Rating, and Risks 
Given RCOM’s deteriorating operating performance (ARPU’s and MoU’s falling by 26% and 24% y-o-y 

in December-10), we have cut our revenue estimates by 10% and 7% in FY12e and FY13e respectively 

and EBITDA estimates by 6% and 3% in FY12e and FY13e as we forecast further pressures going 

forward on account of MNP. We have also cut earnings estimates by 17% in FY12e and 1% in FY13e, 

respectively. Our revenues are 2% below and 3% above consensus estimates for FY12e and FY13e and 

earnings are 3% below and 6% above consensus estimates in FY12e and FY13e. 

We value RCOM using a 12-month target price based on a blended approach of PE and DCF (equal weight). 

For our DCF valuation, we assume a cost of equity of 13% (HSBC’s Strategy Team has computed a 

baseline cost of equity of 11% for India - risk free rate at 3.5% and equity risk premium of 7.5% and beta of 

1, and we assume a rate 200bp above that to factor in risks associated with a stretched balance sheet), cost of 

debt of 10.5%, WACC of 13%. Given this we arrive at our DCF based value of INR161 per share. For the 

PE valuation, we have lowered our target multiple to 11x from 13x on poor earnings visibility and increased 

pressure on the CDMA business as a result of MNP. Our target multiple implies a c24% discount (on 

account to poor quality subscriber base) to Bharti’s FY12e PE of 14.5x and 26% discount to Sensex FY12e 

multiple of c15x. The stock has traded at a 15% and 25% discount to Bharti and Sensex over the last 12 

months respectively. Assigning equal weights to both DCF and PE we arrive at our target price of INR122 

per share (down from INR152 previously). Under our research model, for Indian stocks with a volatility 

indicator, the Neutral band is 10 percentage points above and below our hurdle rate of 11.0%, or 1.0-21.0% 

potential return. Our target price of INR122 implies a potential return of 18.6%, thus, we maintain our 

Neutral rating, however we introduce the “V” flag due to recent volatility. The key downside risks are 

slower-than-estimated ramp-up in 3G and rapid subscriber churn in CDMA. Key upside risk would be 

ability to introduce a strategic investor through 26% stake sale in the company. 
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Figure 7: HSBC: Change in estimates for RCOM   

Figs in INRmn unless specified FY12e FY13e 

Sales   
New 225,825 262,912 
Old  250,023 284,943 
Change  -10% -8% 
EBITDA   
New 76,002 87,641 
Old  80,665 94,388 
Change  -6% -7% 
EPS  
New 7.51 10.38 
Old  9.05 12.06 
Change  -17% -14% 

Source: HSBC estimates, Bloomberg 
 

 

Figure 8: HSBC vs. Consensus 

Particulars Sales EBITDA EPS 

FY12e  -2% 0% -3% 
FY13e  2% 0% -8% 

Source: HSBC estimates 
 

 
 

Figure 6: RCOM target price computation 

Particulars Remarks Value (INR) 

DCF  WACC of 13% (cost of equity 13%, cost of debt 
10.5%) terminal growth rate 3.5%

161 

PE 11x FY12e PE 83 
Target price  Assigning 50% weightage to DCF and PE 122 

Source: HSBC estimates 
 

 

Figure 9: RCOM key events and share price movements 

RCOM stock price movement (INR)
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stocks which we do not consider volatile may in fact also behave in such a way.  Historical volatility is defined as the past 
month's average of the daily 365-day moving average volatilities.  In order to avoid misleadingly frequent changes in rating, 
however, volatility has to move 2.5 percentage points past the 40% benchmark in either direction for a stock's status to change. 
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Share price and rating changes for long-term investment opportunities 

Reliance Communications (RLCM.NS) Share Price performance INR Vs HSBC 

rating history 

 

 

Source: HSBC 

 

 

 

Recommendation & price target history 

From To Date 

Restricted Neutral 04 August 2008 
Neutral Neutral (V) 15 August 2008 
Neutral (V) Underweight (V) 29 June 2009 
Underweight (V) Neutral (V) 01 September 2009 
Neutral (V) Restricted 25 September 2009 
Restricted Underweight (V) 07 October 2009 
Underweight (V) Neutral (V) 20 May 2010 
Neutral (V) Underweight (V) 08 November 2010 
Underweight (V) Neutral 11 January 2011 
Target Price Value Date 

Price 1 775.00 04 August 2008 
Price 2 475.00 15 August 2008 
Price 3 235.00 05 November 2008 
Price 4 202.00 13 January 2009 
Price 5 180.00 27 January 2009 
Price 6 218.00 05 May 2009 
Price 7 214.00 29 June 2009 
Price 8 250.00 23 July 2009 
Price 9 280.00 01 September 2009 
Price 10 Restricted 25 September 2009 
Price 11 227.00 07 October 2009 
Price 12 158.00 02 November 2009 
Price 13 197.00 21 July 2010 
Price 14 170.00 13 August 2010 
Price 15 152.00 11 January 2011 

Source: HSBC 

 

85

285

485

685

M
ar

-0
6

Se
p-

06

M
ar

-0
7

Se
p-

07

M
ar

-0
8

Se
p-

08

M
ar

-0
9

Se
p-

09

M
ar

-1
0

Se
p-

10

M
ar

-1
1



 
 

 9 

Reliance Communications 
Diversified Telecoms 
22 March 2011 

abc

HSBC & Analyst disclosures 
Disclosure checklist 

Company Ticker Recent price Price Date Disclosure

RELIANCE COMMUNICATIONS RLCM.NS 102.90 21-Mar-2011 2, 5, 7
Source: HSBC 

1 HSBC* has managed or co-managed a public offering of securities for this company within the past 12 months. 
2 HSBC expects to receive or intends to seek compensation for investment banking services from this company in the next 

3 months. 
3 At the time of publication of this report, HSBC Securities (USA) Inc. is a Market Maker in securities issued by this 

company. 
4 As of 28 February 2011 HSBC beneficially owned 1% or more of a class of common equity securities of this company. 
5 As of 31 January 2011, this company was a client of HSBC or had during the preceding 12 month period been a client of 

and/or paid compensation to HSBC in respect of investment banking services. 
6 As of 31 January 2011, this company was a client of HSBC or had during the preceding 12 month period been a client of 

and/or paid compensation to HSBC in respect of non-investment banking-securities related services. 
7 As of 31 January 2011, this company was a client of HSBC or had during the preceding 12 month period been a client of 

and/or paid compensation to HSBC in respect of non-securities services. 
8 A covering analyst/s has received compensation from this company in the past 12 months. 
9 A covering analyst/s or a member of his/her household has a financial interest in the securities of this company, as 

detailed below. 
10 A covering analyst/s or a member of his/her household is an officer, director or supervisory board member of this 

company, as detailed below. 
11 At the time of publication of this report, HSBC is a non-US Market Maker in securities issued by this company and/or in 

securities in respect of this company 
  
Analysts, economists, and strategists are paid in part by reference to the profitability of HSBC which includes investment 
banking revenues. 

For disclosures in respect of any company mentioned in this report, please see the most recently published report on that 
company available at www.hsbcnet.com/research. 

* HSBC Legal Entities are listed in the Disclaimer below. 

Additional disclosures 
1 This report is dated as at 22 March 2011. 
2 All market data included in this report are dated as at close 21 March 2011, unless otherwise indicated in the report. 
3 HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its 

Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of Research 
operate and have a management reporting line independent of HSBC's Investment Banking business. Information Barrier 
procedures are in place between the Investment Banking and Research businesses to ensure that any confidential and/or 
price sensitive information is handled in an appropriate manner. 



 
 

10 

Reliance Communications 
Diversified Telecoms 
22 March 2011 

abc

Disclaimer 
* Legal entities as at 31 January 2010 
'UAE' HSBC Bank Middle East Limited, Dubai; 'HK' The Hongkong and Shanghai Banking Corporation 
Limited, Hong Kong; 'TW' HSBC Securities (Taiwan) Corporation Limited; 'CA' HSBC Securities (Canada) 
Inc, Toronto; HSBC Bank, Paris branch; HSBC France; 'DE' HSBC Trinkaus & Burkhardt AG, Dusseldorf; 
000 HSBC Bank (RR), Moscow; 'IN' HSBC Securities and Capital Markets (India) Private Limited, Mumbai; 
'JP' HSBC Securities (Japan) Limited, Tokyo; 'EG' HSBC Securities Egypt S.A.E., Cairo; 'CN' HSBC 
Investment Bank Asia Limited, Beijing Representative Office; The Hongkong and Shanghai Banking 
Corporation Limited, Singapore branch; The Hongkong and Shanghai Banking Corporation Limited, Seoul 
Securities Branch; The Hongkong and Shanghai Banking Corporation Limited, Seoul Branch; HSBC 
Securities (South Africa) (Pty) Ltd, Johannesburg; 'GR' HSBC Pantelakis Securities S.A., Athens; HSBC 
Bank plc, London, Madrid, Milan, Stockholm, Tel Aviv, 'US' HSBC Securities (USA) Inc, New York; HSBC 
Yatirim Menkul Degerler A.S., Istanbul; HSBC México, S.A., Institución de Banca Múltiple, Grupo 
Financiero HSBC, HSBC Bank Brasil S.A. - Banco Múltiplo, HSBC Bank Australia Limited, HSBC Bank 
Argentina S.A.,  HSBC Saudi Arabia Limited., The Hongkong and  Shanghai Banking Corporation Limited, 
New Zealand Branch. 

Issuer of report 
HSBC Securities and Capital Markets 
(India) Private Limited 
Registered Office 

52/60 Mahatma Gandhi Road 
Fort, Mumbai 400 001, India 

Telephone: +91 22 2267 4921 

Fax: +91 22 2263 1983 
Website: www.research.hsbc.com 

This document has been issued by HSBC Securities and Capital Markets (India) Private Limited ("HSBC") for the information of its customers only. HSBC 
Securities and Capital Markets (India) Private Limited is regulated by the Securities and Exchange Board of India. If it is received by a customer of an 
affiliate of HSBC, its provision to the recipient is subject to the terms of business in place between the recipient and such affiliate. This document is not and 
should not be construed as an offer to sell or the solicitation of an offer to purchase or subscribe for any investment. HSBC has based this document on 
information obtained from sources it believes to be reliable but which it has not independently verified; HSBC makes no guarantee, representation or warranty 
and accepts no responsibility or liability as to its accuracy or completeness. Expressions of opinion are those of the Research Division of HSBC only and are 
subject to change without notice. HSBC and its affiliates and/or their officers, directors and employees may have positions in any securities mentioned in this 
document (or in any related investment) and may from time to time add to or dispose of any such securities (or investment). HSBC and its affiliates may act as 
market maker or have assumed an underwriting commitment in the securities of companies discussed in this document (or in related investments), may sell 
them to or buy them from customers on a principal basis and may also perform or seek to perform investment banking or underwriting services for or relating 
to those companies and may also be represented in the supervisory board or any other committee of those companies. The information and opinions contained 
within the research reports are based upon publicly available information and rates of taxation applicable at the time of publication which are subject to 
change from time to time. Past performance is not necessarily a guide to future performance. The value of any investment or income may go down as well as 
up and you may not get back the full amount invested. Where an investment is denominated in a currency other than the local currency of the recipient of the 
research report, changes in the exchange rates may have an adverse effect on the value, price or income of that investment. In case of investments for which 
there is no recognised market it may be difficult for investors to sell their investments or to obtain reliable information about its value or the extent of the risk 
to which it is exposed.  
HSBC Securities (USA) Inc. accepts responsibility for the content of this research report prepared by its non-US foreign affiliate. All U.S. persons receiving 
and/or accessing this report and wishing to effect transactions in any security discussed herein should do so with HSBC Securities (USA) Inc. in the United 
States and not with its non-US foreign affiliate, the issuer of this report. 
In the UK this report may only be distributed to persons of a kind described in Article 19(5) of the Financial Services and Markets Act 2000 (Financial 
Promotion) Order 2001. The protections afforded by the UK regulatory regime are available only to those dealing with a representative of HSBC Bank plc in 
the UK. In Singapore, this publication is distributed by The Hongkong and Shanghai Banking Corporation Limited, Singapore Branch for the general 
information of institutional investors or other persons specified in Sections 274 and 304 of the Securities and Futures Act (Chapter 289) (“SFA”) and 
accredited investors and other persons in accordance with the conditions specified in Sections 275 and 305 of the SFA. This publication is not a prospectus as 
defined in the SFA. It may not be further distributed in whole or in part for any purpose. The Hongkong and Shanghai Banking Corporation Limited 
Singapore Branch is regulated by the Monetary Authority of Singapore. Recipients in Singapore should contact a "Hongkong and Shanghai Banking 
Corporation Limited, Singapore Branch" representative in respect of any matters arising from, or in connection with this report. In Australia, this publication 
has been distributed by The Hongkong and Shanghai Banking Corporation Limited (ABN 65 117 925 970, AFSL 301737) for the general information of its 
“wholesale” customers (as defined in the Corporations Act 2001).  Where distributed to retail customers, this research is distributed by HSBC Bank Australia 
Limited (AFSL No. 232595).  These respective entities make no representations that the products or services mentioned in this document are available to 
persons in Australia or are necessarily suitable for any particular person or appropriate in accordance with local law. No consideration has been given to the 
particular investment objectives, financial situation or particular needs of any recipient. This publication is distributed in New Zealand by The Hongkong and 
Shanghai Banking Corporation Limited, New Zealand Branch. 
In Japan, this publication has been distributed by HSBC Securities (Japan) Limited. In Hong Kong, this document has been distributed by The Hongkong and 
Shanghai Banking Corporation Limited in the conduct of its Hong Kong regulated business for the information of its institutional and professional customers; 
it is not intended for and should not be distributed to retail customers in Hong Kong. The Hongkong and Shanghai Banking Corporation Limited makes no 
representations that the products or services mentioned in this document are available to persons in Hong Kong or are necessarily suitable for any particular 
person or appropriate in accordance with local law. All inquiries by such recipients must be directed to The Hongkong and Shanghai Banking Corporation 
Limited. In Korea, this publication is distributed by The Hongkong and Shanghai Banking Corporation Limited, Seoul Securities Branch ("HBAP SLS") for 
the general information of professional investors specified in Article 9 of the Financial Investment Services and Capital Markets Act (“FSCMA”). This 
publication is not a prospectus as defined in the FSCMA. It may not be further distributed in whole or in part for any purpose. HBAP SLS is regulated by the 
Financial Services Commission and the Financial Supervisory Service of Korea. 
© Copyright. HSBC Securities and Capital Markets (India) Private Limited 2011, ALL RIGHTS RESERVED. No part of this publication may be reproduced, 
stored in a retrieval system, or transmitted, on any form or by any means, electronic, mechanical, photocopying, recording, or otherwise, without the prior 
written permission of HSBC Securities and Capital Markets (India) Private Limited. MICA (P) 142/06/2010 and MICA (P) 193/04/2010  


	Front Page (Page View)
	Financials & valuation
	Key issues with the stock
	GSM investments have not helped, network quality remains a concern
	CDMA outlook not robust
	Sale of tower assets
	Funding overview

	Breakdown of value of assets, turning cautious on CDMA
	Valuation, Rating, and Risks
	Disclosure appendix
	Analyst Certification
	Important disclosures
	Stock ratings and basis for financial analysis

	Rating definitions for long-term investment opportunities
	Stock ratings

	Rating distribution for long-term investment opportunities
	As of 22 March 2011, the distribution of all ratings published is as follows:

	Share price and rating changes for long-term investment opportunities
	HSBC & Analyst disclosures
	Additional disclosures

	Disclaimer



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.5
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /sRGB
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (PDF settings file for CGI Printers - Produces High Definition print ready PDF's. 26/06/06 - Craig Brown)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


