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Videocon launch is not disruptive   

 Videocon Telecom launches in Tamil Nadu 
Videocon has launched mobile services in Tamil Nadu and is likely to launch
services in 5 more service areas over next two weeks. It plans to invest Rs140bn
over next three years and targets to get 100m subs. Videocon has launched 1p/sec
tariff for local & long distance for recharge of Rs31/year (Rs25 talk time) or
Rs61/year (Rs56 talk time). For medium usage subs, it has launched 1p/sec plan
for local & long distance calls with 30mins each of local on-net and local off-net 
calls free per day for Rs149/month. For very heavy usage subs, it has launched
unlimited local usage for free and NLD at Rs1/sec for recharge of Rs399/month. 

 UBS view: Videocon launch unlikely to intensify price competition 
We believe Videocon’s per second plans (FRC31 and FRC61) are not disruptive as
it leads to voice rev/min of Rs0.41/min. Videocon seems to target medium to
heavy local call users with its plans FRC149 & FRC399. Assuming 1,000 mins of
use per month (MOU) and local calls at 90% of total calls, voice rev/min for
FRC399 plan comes out to Rs0.51/min. FRC149 plan leads to rev/min of
Rs0.41/min assuming MOU at 500 mins. Our analysis suggests that these plans are
not disruptive as the average MOU for a vast majority of the prepaid users is 200-
300 mins. We think reaching a critical mass in terms of minutes carried could be an
uphill task for Videocon and other new entrants.  

 Buy on Bharti and Idea with SoTP based price target of Rs420 and Rs80 
We believe new operators have no business case & India mobile sector is likely to
consolidate in next 18-24 months. We believe the current stock prices of Bharti &
Idea discount the gloomy near-term outlook.  
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Table 1: Valuation comparison 

   Market Target % Market cap Net debt P/E EPS growth EV/EBITDA EBITDA growth 

  Rating price price upside (m, USD) (m, USD) FY11E FY12E FY11E FY12E FY11E FY12E FY11E FY12E 

Bharti Buy 310 420 35% 26,009 547 14.6 14.2 -11% 3% 7.9 7.4 -3% 7% 

Idea Buy 66 80 20% 4,846 1,479 33.6 29.1 -25% 15% 7.6 6.8 12% 12% 

Source: Bloomberg, UBS estimates; Priced on close of March 26, 2010 
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Table 2: Videocon prepaid tariff plans in Tamil Nadu 

 FRC 31 FRC 61 FRC 149 FRC 399 

Starter pack cost (Rs) Rs31 Rs61 Rs149 Rs399 

Free talk time (Rs) Rs25 Rs61 Rs0 Rs0 

Local call charge Rs 0.01/Sec Rs 0.01/Sec Rs 0.01/Sec Nil 

National long distance call charge Rs 0.01/Sec Rs 0.01/Sec Rs 0.01/Sec Rs 0.01/Sec 

Validity 365 days 365 days 30 days 30 days 

Additional Features   30 min of local off-net, 30 min 
of local on-net calling per day Unlimited local usage 

Source: Company website 

Table 3: Revenue per minute analysis for Videocon prepaid tariff plans 

      FRC149 FRC149 FRC149 FRC399 FRC399 FRC399 

  FRC31 FRC61 Scenario 1 Scenario 2 Scenario 3 Scenario 1 Scenario 2 Scenario 3 

MOU (mins) (UBS assumption) 350 350 350 500 800 750 1000 1500 

Incoming MOU as % of total (UBS assumption) 45.0% 45.0% 45.0% 45.0% 45.0% 45.0% 45.0% 45.0% 

On-net traffic as % to total (UBS assumption) 40.0% 40.0% 40.0% 40.0% 40.0% 40.0% 40.0% 40.0% 

                 

Incoming MOU (mins) 157.5 157.5 157.5 225.0 360.0 337.5 450.0 675.0 

Incoming minutes off-net (mins) 94.5 94.5 94.5 135.0 216.0 202.5 270.0 405.0 

Outgoing MOU (mins) 192.5 192.5 192.5 275.0 440.0 412.5 550.0 825.0 

Outgoing MoU - On-net 77.0 77.0 77.0 110.0 176.0 165.0 220.0 330.0 

                 

Local termination charges (Rs/min) 0.20 0.20 0.20 0.20 0.20 0.20 0.20 0.20 

NLD/ILD termination charges (Rs/min) 0.40 0.40 0.40 0.40 0.40 0.40 0.40 0.40 

Blended IUC charges (Rs/min) 0.23 0.23 0.22 0.22 0.22 0.22 0.22 0.22 

Revenue from incoming off-net calls (Rs) 21.5 21.5 20.8 29.7 47.5 44.6 59.4 89.1 

                 

Local calls % of outgoing MoU (UBS assumption) 86.0% 86.0% 90.0% 90.0% 90.0% 90.0% 90.0% 90.0% 

NLD calls % of outgoing MoU (UBS assumption) 13.5% 13.5% 9.5% 9.5% 9.5% 9.5% 9.5% 9.5% 

ILD calls % of outgoing MoU (UBS assumption) 0.5% 0.5% 0.5% 0.5% 0.5% 0.5% 0.5% 0.5% 

                 

Local on-net tariff (Rs/min)  0.60 0.60 0.00 0.00 0.00 0.00 0.00 0.00 

Local off-net tariff (Rs/min)  0.60 0.60 0.00 0.00 0.00 0.00 0.00 0.00 

NLD on-net tariff (Rs/min)  0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 

NLD off-net tariff (Rs/min)  0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 

ILD tariff (Rs/min) 8.00 8.00 8.00 8.00 8.00 8.00 8.00 8.00 

                 

Revenue from outgoing calls (Rs) 122.6 122.6 18.7 26.7 42.7 40.0 53.4 80.0 

Revenue from extra charges (Rs) 0.0 0.0 149.0 149.0 149.0 399.0 399.0 399.0 

Total revenue from outgoing calls (Rs) 122.6 122.6 167.7 175.7 191.7 439.0 452.4 479.0 

Total revenue (outgoing & interconnect) (Rs) 144.2 144.2 188.5 205.4 239.2 483.6 511.8 568.1 

                 

Gross realized revenue per minute 0.41 0.41 0.54 0.41 0.30 0.64 0.51 0.38 

Source: Company data, UBS estimates 
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 Statement of Risk 

Changes in the competitive and regulatory landscape and technology advances 
could have an impact on our estimates and valuations for the operators. We 
believe irrational competition among existing operators presents the biggest risk 
to our forecasts, ratings, and price targets. Bharti Airtel: We believe Bharti faces 
execution risk in light of the rapid growth of India's mobile subscriber base. The 
company recently announced a shift in strategy and will focus on overseas 
acquisitions as another means of creating shareholder value. While Bharti's 
management has historically had good discipline when it comes to investing 
capital, we believe there is a risk of Bharti overpaying for acquisitions, given 
that there are typically multiple bidders in most transactions. Idea: There is low 
visibility for capex associated with the new circles as it will depend on the 
amount of spectrum allocated as well as which circles are likely to be allocated 
spectrum. 

 

 Analyst Certification 

Each research analyst primarily responsible for the content of this research 
report, in whole or in part, certifies that with respect to each security or issuer 
that the analyst covered in this report: (1) all of the views expressed accurately 
reflect his or her personal views about those securities or issuers; and (2) no part 
of his or her compensation was, is, or will be, directly or indirectly, related to 
the specific recommendations or views expressed by that research analyst in the 
research report. 
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Required Disclosures 
 
This report has been prepared by UBS Securities India Private Ltd, an affiliate of UBS AG. UBS AG, its subsidiaries, 
branches and affiliates are referred to herein as UBS. 

For information on the ways in which UBS manages conflicts and maintains independence of its research product; 
historical performance information; and certain additional disclosures concerning UBS research recommendations, 
please visit www.ubs.com/disclosures. The figures contained in performance charts refer to the past; past performance is 
not a reliable indicator of future results. Additional information will be made available upon request. 

UBS Investment Research: Global Equity Rating Allocations 

UBS 12-Month Rating Rating Category Coverage1 IB Services2

Buy Buy 48% 40%
Neutral Hold/Neutral 40% 35%
Sell Sell 13% 26%
UBS Short-Term Rating Rating Category Coverage3 IB Services4

Buy Buy less than 1% 17%
Sell Sell less than 1% 67%

1:Percentage of companies under coverage globally within the 12-month rating category. 
2:Percentage of companies within the 12-month rating category for which investment banking (IB) services were provided within 
the past 12 months. 
3:Percentage of companies under coverage globally within the Short-Term rating category. 
4:Percentage of companies within the Short-Term rating category for which investment banking (IB) services were provided 
within the past 12 months. 
 
Source: UBS. Rating allocations are as of 31 December 2009.  
UBS Investment Research: Global Equity Rating Definitions 

UBS 12-Month Rating Definition 
Buy FSR is > 6% above the MRA. 
Neutral FSR is between -6% and 6% of the MRA. 
Sell FSR is > 6% below the MRA. 
UBS Short-Term Rating Definition 

Buy Buy: Stock price expected to rise within three months from the time the rating was assigned 
because of a specific catalyst or event. 

Sell Sell: Stock price expected to fall within three months from the time the rating was assigned 
because of a specific catalyst or event.  
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KEY DEFINITIONS 
 Forecast Stock Return (FSR) is defined as expected percentage price appreciation plus gross dividend yield over the next 12 
months. 
 Market Return Assumption (MRA) is defined as the one-year local market interest rate plus 5% (a proxy for, and not a 
forecast of, the equity risk premium). 
 Under Review (UR) Stocks may be flagged as UR by the analyst, indicating that the stock's price target and/or rating are 
subject to possible change in the near term, usually in response to an event that may affect the investment case or valuation. 
 Short-Term Ratings  reflect the expected near-term (up to three months) performance of the stock and do not reflect any 
change in the fundamental view or investment case. 
Equity Price Targets have an investment horizon of 12 months. 
 
EXCEPTIONS AND SPECIAL CASES 
UK and European Investment Fund ratings and definitions are: Buy: Positive on factors such as structure, management, 
performance record, discount; Neutral: Neutral on factors such as structure, management, performance record, discount; Sell: 
Negative on factors such as structure, management, performance record, discount. 
Core Banding Exceptions (CBE): Exceptions to the standard +/-6% bands may be granted by the Investment Review 
Committee (IRC). Factors considered by the IRC include the stock's volatility and the credit spread of the respective company's 
debt. As a result, stocks deemed to be very high or low risk may be subject to higher or lower bands as they relate to the rating. 
When such exceptions apply, they will be identified in the Company Disclosures table in the relevant research piece. 
 
  
Research analysts contributing to this report who are employed by any non-US affiliate of UBS Securities LLC are not 
registered/qualified as research analysts with the NASD and NYSE and therefore are not subject to the restrictions contained in 
the NASD and NYSE rules on communications with a subject company, public appearances, and trading securities held by a 
research analyst account. The name of each affiliate and analyst employed by that affiliate contributing to this report, if any, 
follows. 
UBS Securities India Private Ltd: Suresh A Mahadevan, CFA; Nupur Agarwal.    
  
Company Disclosures 

Company Name Reuters 12-mo rating Short-term rating Price Price date 
Bharti Airtel Ltd.3 BRTI.BO Buy N/A Rs313.75 25 Mar 2010 
Idea Cellular IDEA.BO Buy N/A Rs66.40 25 Mar 2010 
Reliance Communication Limited1, 
2, 4, 5 RLCM.BO Restricted N/A Rs169.05 25 Mar 2010 

Source: UBS. All prices as of local market close. 
Ratings in this table are the most current published ratings prior to this report. They may be more recent than the stock pricing 
date 
  
1. UBS Securities (India) Pvt. Ltd. is acting as manager/co-manager, underwriter, placement or sales agent in regard to an 

offering of securities of this company/entity or one of its affiliates. 
2. UBS AG, its affiliates or subsidiaries has acted as manager/co-manager in the underwriting or placement of securities of 

this company/entity or one of its affiliates within the past 12 months. 
3. UBS Limited is advising Zain KSC on a strategic review of its assets. Bharti Airtel Ltd has announced that it is in talks 

with Zain KSC regarding the purchase of its African assets. 
4. Within the past 12 months, UBS AG, its affiliates or subsidiaries has received compensation for investment banking 

services from this company/entity. 
5. UBS AG, its affiliates or subsidiaries expect to receive or intend to seek compensation for investment banking services 

from this company/entity within the next three months. 
        
Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report. 
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Note: On August 4, 2007 UBS revised its rating system. (See 'UBS Investment Research: Global Equity Rating Definitions' table 
for details). From September 9, 2006 through August 3, 2007 the UBS ratings and their definitions were: Buy 1 = FSR is > 6% 
above the MRA, higher degree of predictability; Buy 2 = FSR is > 6% above the MRA, lower degree of predictability; Neutral 1 = 
FSR is between -6% and 6% of the MRA, higher degree of predictability; Neutral 2 = FSR is between -6% and 6% of the MRA, 
lower degree of predictability; Reduce 1 = FSR is > 6% below the MRA, higher degree of predictability; Reduce 2 = FSR is > 6% 
below the MRA, lower degree of predictability. The predictability level indicates an analyst's conviction in the FSR. A 
predictability level of '1' means that the analyst's estimate of FSR is in the middle of a narrower, or smaller, range of possibilities. 
A predictability level of '2' means that the analyst's estimate of FSR is in the middle of a broader, or larger, range of possibilities. 
From October 13, 2003 through September 8, 2006 the percentage band criteria used in the rating system was 10%.        
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This report has been prepared by UBS Securities India Private Ltd, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and affiliates are referred to herein as UBS. In certain countries, 
UBS AG is referred to as UBS SA. 
 
This report is for distribution only under such circumstances as may be permitted by applicable law. Nothing in this report constitutes a representation that any investment strategy or 
recommendation contained herein is suitable or appropriate to a recipient’s individual circumstances or otherwise constitutes a personal recommendation. It is published solely for information 
purposes, it does not constitute an advertisement and is not to be construed as a solicitation or an offer to buy or sell any securities or related financial instruments in any jurisdiction. No 
representation or warranty, either express or implied, is provided in relation to the accuracy, completeness or reliability of the information contained herein, except with respect to information 
concerning UBS AG, its subsidiaries and affiliates, nor is it intended to be a complete statement or summary of the securities, markets or developments referred to in the report. UBS does not 
undertake that investors will obtain profits, nor will it share with investors any investment profits nor accept any liability for any investment losses. Investments involve risks and investors should 
exercise prudence in making their investment decisions. The report should not be regarded by recipients as a substitute for the exercise of their own judgement. Any opinions expressed in this 
report are subject to change without notice and may differ or be contrary to opinions expressed by other business areas or groups of UBS as a result of using different assumptions and criteria. 
Research will initiate, update and cease coverage solely at the discretion of UBS Investment Bank Research Management. The analysis contained herein is based on numerous assumptions. 
Different assumptions could result in materially different results. The analyst(s) responsible for the preparation of this report may interact with trading desk personnel, sales personnel and other 
constituencies for the purpose of gathering, synthesizing and interpreting market information. UBS is under no obligation to update or keep current the information contained herein. UBS relies 
on information barriers to control the flow of information contained in one or more areas within UBS, into other areas, units, groups or affiliates of UBS. The compensation of the analyst who 
prepared this report is determined exclusively by research management and senior management (not including investment banking). Analyst compensation is not based on investment banking 
revenues, however, compensation may relate to the revenues of UBS Investment Bank as a whole, of which investment banking, sales and trading are a part. 
The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Options, derivative products and futures are not suitable for all investors, and 
trading in these instruments is considered risky. Mortgage and asset-backed securities may involve a high degree of risk and may be highly volatile in response to fluctuations in interest rates 
and other market conditions. Past performance is not necessarily indicative of future results. Foreign currency rates of exchange may adversely affect the value, price or income of any security 
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affiliates, nor any of UBS' or any of its affiliates, directors, employees or agents accepts any liability for any loss or damage arising out of the use of all or any part of this report. For financial 
instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC and/or UBS Capital Markets LP) acts as a market maker or 
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Any prices stated in this report are for information purposes only and do not represent valuations for individual securities or other instruments. There is no representation that any transaction 
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