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COMPANY UPDATE 
Bharti Airtel (BRTI.BO) 

Buy Equity Research

Structurally well positioned; Weakness a good entry-point; CL-Buy 

What's changed 

We reiterate our Buy rating (on CL) on Bharti with a revised 12m PT of Rs460 

(from Rs475) after 3Q earnings call. Key takeaways: 1) Management stated 

that Bharti saw muted minutes growth, mainly due to impact of elasticity as 

Bharti had done a pan-India tariff hike (vs. selective hikes by its peers), which 

got reflected in a better RPM growth. 2) Management highlighted that Africa 

local currency growth rate was c.5% qoq higher than the reported US$ growth 

of 3% and operations were impacted due to one-off effects, like strikes in 

Nigeria. 3) Despite 55% qoq decline in 3Q capex, management kept its FY12 

capex guidance of US$3.2bn unchanged (ytd spend: US$2.3 bn). Management

highlighted that as they moved from Erlang-based procurement to “Erlang 

and equipment” based- purchase, there is lumpiness in capex payments from 

quarter to quarter; 4) 3Q EBITDA had several one-offs, namely one-off 

provision from Bangladesh unit; increase in “others” cost item due to 

sponsorships for F1 and BCCI events; one-time impact due to a fire in a 

company location in Mumbai in Dec 2011 and an impact in Telemedia division 

led by migration to new billing system, as some subs churned and led to 

higher bad debt provision.  

Implications 

While our FY12-14E revenue/EBITDA of Bharti are cut by 0.2%-1.3% post 

3Q, our FY12E/FY13/FY14E/ EPS are cut by 14.8%/13.1%/13.7% as we factor 

in higher D&A and tax rate. We also reduce our capex after Bharti reported 

55% qoq decline in 3Q capex. As a result, our 12-m SOTP-based TP is 

lowered by 3% to Rs460.  

Valuation 

On our revised numbers, Bharti trades at FY13 EV/EBITDA and P/E of 

6.9X/16.3X (vs. Asian telcos avg. of 6.8X/15.2X) and offers a FY11-14E EPS 

CAGR of 26% (vs. Asian telcos avg of 3.8%). 

Key risks 

Price wars in India; Weaker than expected KPIs from African operations. 
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Bharti Airtel (BRTI.BO)

Asia Pacific Telecoms Peer Group Average

Key data Current

Price (Rs) 354.00

12 month price target (Rs) 460.00

Market cap (Rs mn / US$ mn) 1,343,338.0 / 27,300.8

Foreign ownership (%) 44.9

3/11 3/12E 3/13E 3/14E

EPS (Rs) New 17.54 12.65 21.73 31.02

EPS revision (%) 0.0 (14.8) (13.1) (13.7)

EPS growth (%) (22.2) (27.9) 71.8 42.8

EPS (dil) (Rs) New 15.94 11.98 21.85 31.13

P/E (X) 20.2 28.0 16.3 11.4

P/B (X) 2.8 2.5 2.2 1.9

EV/EBITDA (X) 9.0 8.7 6.9 5.4

Dividend yield (%) 0.3 0.3 0.6 1.1

ROE (%) 13.3 8.9 14.6 18.1

CROCI (%) 10.0 12.5 13.1 14.7
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Profit model (Rs mn) 3/11 3/12E 3/13E 3/14E Balance sheet (Rs mn) 3/11 3/12E 3/13E 3/14E

Total revenue 594,672.0 717,866.6 841,702.0 965,005.6 Cash & equivalents 16,543.0 22,465.4 9,194.1 34,521.8

Cost of goods sold (254,151.0) (316,507.3) (371,759.7) (413,833.5) Accounts receivable 54,929.0 66,080.4 75,654.3 85,325.0

SG&A (136,536.0) (163,934.4) (178,149.3) (192,870.2) Inventory 2,139.0 3,042.9 3,355.6 3,611.4

R&D -- -- -- -- Other current assets 38,466.0 72,754.1 76,774.1 83,620.0

Other operating profit/(expense) 0.0 0.0 0.0 0.0 Total current assets 112,077.0 164,342.9 164,978.3 207,078.1

EBITDA 203,985.0 237,864.5 292,353.9 358,963.2 Net PP&E 651,426.0 706,320.1 742,948.8 787,073.8

Depreciation & amortization (102,066.0) (134,875.8) (144,920.2) (152,777.7) Net intangibles 637,317.0 696,675.7 674,944.4 653,007.7

EBIT 101,919.0 102,988.8 147,433.7 206,185.5 Total investments 0.0 0.0 0.0 0.0

Interest income 1,776.9 5,057.7 4,274.7 4,075.5 Other long-term assets 64,244.0 89,941.6 89,941.6 89,941.6

Interest expense (21,915.0) (36,130.7) (30,333.5) (33,080.5) Total assets 1,465,064.0 1,657,280.3 1,672,813.1 1,737,101.2

Income/(loss) from uncons. subs. (73.5) 0.0 0.0 0.0

Others 1,127.0 (3,307.8) 1,166.2 1,019.0 Accounts payable 249,737.0 259,270.0 285,914.2 307,701.9

Pretax profits 82,834.4 68,608.0 122,541.1 178,199.4 Short-term loans 84,370.0 219,308.0 219,308.0 219,308.0

Income tax (17,790.0) (23,567.3) (38,763.4) (57,655.3) Other current liabilities 35,738.0 60,738.0 65,175.7 74,050.9

Minorities 1,475.0 392.0 (907.1) (2,470.8) Total current liabilities 369,845.0 539,316.0 570,397.9 601,060.8

Long-term debt 532,338.0 508,725.5 428,725.5 363,725.5

Net income pre-preferred dividends 66,519.4 45,432.6 82,870.6 118,073.4 Other long-term liabilities 46,650.0 52,378.0 41,902.4 37,712.2

Preferred dividends 0.0 0.0 0.0 0.0 Total long-term liabilities 578,988.0 561,103.5 470,627.9 401,437.7

Net income (pre-exceptionals) 66,519.4 47,967.2 82,421.9 117,673.8 Total liabilities 948,833.0 1,100,419.5 1,041,025.8 1,002,498.5

Post-tax exceptionals (6,052.4) 0.0 0.0 0.0

Net income 60,467.0 45,432.6 82,870.6 118,073.4 Preferred shares 0.0 0.0 0.0 0.0

Total common equity 487,668.0 528,689.8 602,709.3 703,053.9

EPS (basic, pre-except) (Rs) 17.54 12.65 21.73 31.02 Minority interest 28,563.0 28,171.0 29,078.1 31,548.8

EPS (basic, post-except) (Rs) 15.94 11.98 21.85 31.13

EPS (diluted, post-except) (Rs) 15.94 11.98 21.85 31.13 Total liabilities & equity 1,465,064.0 1,657,280.3 1,672,813.1 1,737,101.2

DPS (Rs) 1.00 1.00 2.00 4.00

Dividend payout ratio (%) 6.3 8.3 9.2 12.8 BVPS (Rs) 128.57 139.39 158.90 185.36

Free cash flow yield (%) 11.7 1.3 6.6 8.4 Net debt 600,165.0 705,568.1 638,839.4 548,511.7

Growth & margins (%) 3/11 3/12E 3/13E 3/14E Ratios 3/11 3/12E 3/13E 3/14E

Sales growth 42.1 20.7 17.3 14.6 CROCI (%) 10.0 12.5 13.1 14.7

EBITDA growth 21.0 16.6 22.9 22.8 ROE (%) 13.3 8.9 14.6 18.1

EBIT growth (3.6) 1.0 43.2 39.8 ROA (%) 5.6 2.9 5.0 6.9

Net income growth (32.6) (24.9) 82.4 42.5 ROACE (%) 10.2 5.7 8.0 10.9

EPS growth (32.6) (24.9) 82.4 42.5 Inventory days 1.9 3.0 3.1 3.1

Gross margin 57.3 55.9 55.8 57.1 Net debt/equity (%) 116.3 126.7 101.1 74.7

EBITDA margin 34.3 33.1 34.7 37.2 Interest cover - EBIT (X) 5.1 3.3 5.7 7.1

EBIT margin 17.1 14.3 17.5 21.4 Total debt/total capital (%) 54.4 56.7 50.6 44.2

Valuation 3/11 3/12E 3/13E 3/14E

Cash flow statement (Rs mn) 3/11 3/12E 3/13E 3/14E P/E basic (X) 20.2 28.0 16.3 11.4

Net income pre-preferred dividends 66,519.4 45,432.6 82,870.6 118,073.4 P/B (X) 2.8 2.5 2.2 1.9

D&A add-back 102,066.0 134,875.8 144,920.2 152,777.7 EV/EBITDA (X) 9.0 8.7 6.9 5.4

Minorities interests add-back (1,475.0) (392.0) 907.1 2,470.8 EV/GCI (X) 1.3 1.3 1.1 1.0

Net (inc)/dec working capital 121,162.0 (2,522.3) 16,757.6 11,861.3 Div yield (%) 0.3 0.3 0.6 1.1

Other operating cash flow (71,257.6) (9,224.0) (20,321.1) (16,804.0) Additional metrics 3/11 3/12E 3/13E 3/14E

Cash flow from operations 210,962.4 168,170.1 225,134.3 268,379.2 Total wireline voice rev (Rs mn) 36,324.0 37,952.0 41,486.6 44,754.5

Total wireline data rev (Rs mn) -- -- -- --

Capital expenditures (142,253.3) (163,464.7) (153,992.1) (169,198.0) Total mobile rev (Rs mn) 362,689.0 402,590.5 464,917.0 534,781.1

Acquisitions (623,720.2) 0.0 0.0 0.0 Total wireline subscribers (000) 3,296.0 3,665.5 3,944.3 4,224.0

Divestitures 0.0 0.0 0.0 0.0 Total internet subscribers (000) 1,420.6 1,763.1 2,094.4 2,454.2

Others 163,022.5 (25,697.6) 0.0 0.0 Total mobile subscribers (000) 162,203.5 179,384.5 193,473.7 216,336.7

Cash flow from investments (602,951.0) (189,162.3) (153,992.1) (169,198.0) % prepaid of total mobile subs 96.3 96.5 96.6 96.8

Mobile blend monthly ARPU (Rs) 208.6 188.8 199.7 209.0

Dividends paid (common & pref) (4,437.6) (4,437.6) (4,437.6) (8,875.2) % blend mobile ARPU from data -- -- -- --

Inc/(dec) in debt 514,810.0 111,325.5 (80,000.0) (65,000.0) Mobile blended MOU/sub (min) 459.2 430.3 438.0 442.4

Common stock issuance (repurchase) 0.3 0.0 0.0 0.0 Mobile monthly blend churn (%) -- -- -- --

Other financing cash flows (179,526.1) (79,973.2) 24.1 21.7 Marketing expense/total rev (%) NM NM NM NM

Cash flow from financing 330,846.6 26,914.7 (84,413.5) (73,853.5) Mobile capex/mobile rev (%) 16.2 15.6 16.1 16.2

Wireline capex/wireline rev (%) 22.1 41.7 29.2 27.5

Total cash flow (61,142.0) 5,922.4 (13,271.3) 25,327.7 Note: Last actual year may include reported and estimated data.

Free cash flow 144,965.6 17,237.1 90,297.1 114,966.2 Source: Company data, Goldman Sachs Research estimates.
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3Q Results Snapshot  

Exhibit 1: Bharti 3QFY12 results snapshot 

 

Source: Company data, Goldman Sachs Research estimates. 

 

Bharti Airtel 3QFY11A 2QFY12A 3QFY12E 3QFY12A % vs.

(Rs mn) Dec-10 Sep-11 Dec-11 Dec-11 % YoY % QoQ GS Est.

Total Revenue (Net) 157,560    172,698    181,765    184,767    17.3% 7.0% 1.7%

Wireless, India, SA 91,459      97,827      101,167    101,764    11.3% 4.0% 0.6%

Wireless, Africa 40,531      47,032      52,858      53,577      32.2% 13.9% 1.4%

Telemedia 9,068        9,528        9,719        9,128        0.7% -4.2% -6.1%

Enterprise 10,503      11,042      11,263      11,881      13.1% 7.6% 5.5%

Passive infrastructure 21,972      23,766      24,360      24,393      11.0% 2.6% 0.1%

Others and eliminiations (15,973)     (16,497)     (17,601)     (15,976)     0.0% -3.2% -9.2%

Operating expenses (104,351)   (114,612)   (120,165)   (125,494)   20.3% 9.5% 4.4%

Access charges (20,273)     (23,310)     (25,079)     (26,234)     29.4% 12.5% 4.6%

License fee & spectrum charges (13,561)     (14,508)     (14,541)     (15,435)     13.8% 6.4% 6.1%

Network opex (32,896)     (38,038)     (39,261)     (40,669)     23.6% 6.9% 3.6%

Employee costs (8,833)       (8,691)       (9,452)       (8,505)       -3.7% -2.1% -10.0%

S,G&A & others (28,788)     (30,065)     (31,831)     (34,651)     20.4% 15.3% 8.9%

EBITDA 53,209      58,086      61,601      59,273      11.4% 2.0% -3.8%

Depreciation & amortization (27,107)     (31,839)     (32,650)     (35,845)     32.2% 12.6% 9.8%

EBIT 26,102      26,247      28,951      23,428      -10.2% -10.7% -19.1%

Net finance charges (7,470)       (11,186)     (11,082)     (7,877)       5.4% -29.6% -28.9%

Other non-operating inc./(exp.) 258           66             66             255           

PBT 18,890      15,127      17,935      15,806      -16.3% 4.5% -11.9%

Tax (3,366)       (4,900)       (5,361)       (5,585)       65.9% 14.0% 4.2%

Minority interest 904           44             44             (108)          

Reported net profit 13,033      10,271      12,618      10,113      -22.4% -1.5% -19.8%

Consolidated capex (Rs mn) 42,866      46,871      37,079      21,233      -50.5% -54.7% -42.7%

Reported EBITDA margin 33.8% 33.6% 33.9% 32.1%

Net margin 8.3% 5.9% 6.9% 5.5%

Implied tax rate 17.8% 32.4% 29.9% 35.3%

Wireless KPIs (India, SA)

Monthly ARPU (Rs) 198           183           188           187           -5.6% 2.2% -0.3%

MoU/Sub/month (mins) 449           423           428           419           -6.7% -0.9% -2.2%

ARPM (Rs/min) 0.44          0.43          0.44          0.45          1.2% 3.2% 2.0%

Total MOU (mn mins) 199,146    217,408    223,956    219,152    10.0% 0.8% -2.1%

Wireless Africa (Rs mn)

Revenues 40,531      47,032      52,858      53,577      32.2% 13.9% 1.4%

EBITDA 10,144      12,403      14,160      14,351      41.5% 15.7% 1.4%

EBITDA margin 25.0% 26.4% 26.8% 26.8%

Capex 13,614      26,256      13,676      13,418      -1.4% -48.9% -1.9%

Wireless KPIs (Africa)

Subscribers ('000s) 42,124      48,437      50,949      21.0% 5.2%

Monthly ARPU (US$) 7.3            7.3            7.1            -2.5% -2.3%

MoU/Sub/month (mins) 120           128           125           3.8% -2.5%

ARPM (US cents/min) 6.1            5.7            5.7            -6.0% 0.1%

Total MOU (mn mins) 14,904      17,950      18,496      24.1% 3.0%
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material is for reference only and must not be reprinted without permission. Investors should carefully consider their own investment risk. 

Investment results are the responsibility of the individual investor. United Kingdom: Persons who would be categorized as retail clients in the 

United Kingdom, as such term is defined in the rules of the Financial Services Authority, should read this research in conjunction with prior 

Goldman Sachs research on the covered companies referred to herein and should refer to the risk warnings that have been sent to them by 
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Goldman Sachs International. A copy of these risks warnings, and a glossary of certain financial terms used in this report, are available from 

Goldman Sachs International on request.  

European Union: Disclosure information in relation to Article 4 (1) (d) and Article 6 (2) of the European Commission Directive 2003/126/EC is 

available at http://www.gs.com/disclosures/europeanpolicy.html which states the European Policy for Managing Conflicts of Interest in Connection 

with Investment Research.  

Japan: Goldman Sachs Japan Co., Ltd. is a Financial Instrument Dealer under the Financial Instrument and Exchange Law, registered with the 

Kanto Financial Bureau (Registration No. 69), and is a member of Japan Securities Dealers Association (JSDA) and Financial Futures Association of 

Japan (FFAJ). Sales and purchase of equities are subject to commission pre-determined with clients plus consumption tax. See company-specific 

disclosures as to any applicable disclosures required by Japanese stock exchanges, the Japanese Securities Dealers Association or the Japanese 

Securities Finance Company.  

Ratings, coverage groups and views and related definitions 

Buy (B), Neutral (N), Sell (S) -Analysts recommend stocks as Buys or Sells for inclusion on various regional Investment Lists. Being assigned a Buy 

or Sell on an Investment List is determined by a stock's return potential relative to its coverage group as described below. Any stock not assigned 

as a Buy or a Sell on an Investment List is deemed Neutral. Each regional Investment Review Committee manages various regional Investment 

Lists to a global guideline of 25%-35% of stocks as Buy and 10%-15% of stocks as Sell; however, the distribution of Buys and Sells in any particular 

coverage group may vary as determined by the regional Investment Review Committee. Regional Conviction Buy and Sell lists represent 

investment recommendations focused on either the size of the potential return or the likelihood of the realization of the return.   

Return potential represents the price differential between the current share price and the price target expected during the time horizon associated 

with the price target.  Price targets are required for all covered stocks. The return potential, price target and associated time horizon are stated in 

each report adding or reiterating an Investment List membership.  

Coverage groups and views: A list of all stocks in each coverage group is available by primary analyst, stock and coverage group at 

http://www.gs.com/research/hedge.html. The analyst assigns one of the following coverage views which represents the analyst's investment 

outlook on the coverage group relative to the group's historical fundamentals and/or valuation. Attractive (A). The investment outlook over the 

following 12 months is favorable relative to the coverage group's historical fundamentals and/or valuation. Neutral (N). The investment outlook 

over the following 12 months is neutral relative to the coverage group's historical fundamentals and/or valuation. Cautious (C). The investment 

outlook over the following 12 months is unfavorable relative to the coverage group's historical fundamentals and/or valuation.  

Not Rated (NR). The investment rating and target price have been removed pursuant to Goldman Sachs policy when Goldman Sachs is acting in 

an advisory capacity in a merger or strategic transaction involving this company and in certain other circumstances. Rating Suspended (RS). 
Goldman Sachs Research has suspended the investment rating and price target for this stock, because there is not a sufficient fundamental basis 

for determining, or there are legal, regulatory or policy constraints around publishing, an investment rating or target. The previous investment 

rating and price target, if any, are no longer in effect for this stock and should not be relied upon. Coverage Suspended (CS). Goldman Sachs has 

suspended coverage of this company. Not Covered (NC). Goldman Sachs does not cover this company. Not Available or Not Applicable (NA). 
The information is not available for display or is not applicable. Not Meaningful (NM). The information is not meaningful and is therefore excluded.  

Global product; distributing entities 

The Global Investment Research Division of Goldman Sachs produces and distributes research products for clients of Goldman Sachs on a global 

basis. Analysts based in Goldman Sachs offices around the world produce equity research on industries and companies, and research on 

macroeconomics, currencies, commodities and portfolio strategy. This research is disseminated in Australia by Goldman Sachs Australia Pty Ltd 

(ABN 21 006 797 897); in Brazil by Goldman Sachs do Brasil Banco Múltiplo S.A.; in Canada by Goldman, Sachs & Co. regarding Canadian equities 

and by Goldman, Sachs & Co. (all other research); in Hong Kong by Goldman Sachs (Asia) L.L.C.; in India by Goldman Sachs (India) Securities 

Private Ltd.; in Japan by Goldman Sachs Japan Co., Ltd.; in the Republic of Korea by Goldman Sachs (Asia) L.L.C., Seoul Branch; in New Zealand by 

Goldman Sachs New Zealand Limited; in Russia by OOO Goldman Sachs; in Singapore by Goldman Sachs (Singapore) Pte. (Company Number: 

198602165W); and in the United States of America by Goldman, Sachs & Co. Goldman Sachs International has approved this research in 

connection with its distribution in the United Kingdom and European Union.  

European Union: Goldman Sachs International, authorized and regulated by the Financial Services Authority, has approved this research in 

connection with its distribution in the European Union and United Kingdom; Goldman Sachs AG, regulated by the Bundesanstalt für 

Finanzdienstleistungsaufsicht, may also distribute research in Germany. 

General disclosures 

This research is for our clients only. Other than disclosures relating to Goldman Sachs, this research is based on current public information that we 

consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such. We seek to update our research as 

appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a periodic basis, the large 

majority of reports are published at irregular intervals as appropriate in the analyst's judgment. 

Goldman Sachs conducts a global full-service, integrated investment banking, investment management, and brokerage business. We have 

investment banking and other business relationships with a substantial percentage of the companies covered by our Global Investment Research 

Division. Goldman, Sachs & Co., the United States broker dealer, is a member of SIPC (http://www.sipc.org). 

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and our 

proprietary trading desks that reflect opinions that are contrary to the opinions expressed in this research. Our asset management area, our 

proprietary trading desks and investing businesses may make investment decisions that are inconsistent with the recommendations or views 

expressed in this research. 

The analysts named in this report may have from time to time discussed with our clients, including Goldman Sachs salespersons and traders, or 

may discuss in this report, trading strategies that reference catalysts or events that may have a near-term impact on the market price of the equity 

securities discussed in this report, which impact may be directionally counter to the analysts' published price target expectations for such stocks. 

Any such trading strategies are distinct from and do not affect the analysts' fundamental equity rating for such stocks, which rating reflects a stock's 

return potential relative to its coverage group as described herein. 

We and our affiliates, officers, directors, and employees, excluding equity and credit analysts, will from time to time have long or short positions in, 

act as principal in, and buy or sell, the securities or derivatives, if any, referred to in this research.  

This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be 

illegal. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of 

individual clients. Clients should consider whether any advice or recommendation in this research is suitable for their particular circumstances and, 
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if appropriate, seek professional advice, including tax advice. The price and value of investments referred to in this research and the income from 

them may fluctuate. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may 

occur. Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from, certain investments. 

Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all 

investors. Investors should review current options disclosure documents which are available from Goldman Sachs sales representatives or at 

http://www.theocc.com/about/publications/character-risks.jsp. Transaction costs may be significant in option strategies calling for multiple purchase 

and sales of options such as spreads. Supporting documentation will be supplied upon request.  

In producing research reports, members of the Global Investment Research Division of Goldman Sachs Australia may attend site visits and other 

meetings hosted by the issuers the subject of its research reports. In some instances the costs of such site visits or meetings may be met in part or 

in whole by the issuers concerned if Goldman Sachs  Australia considers it is appropriate and reasonable in the specific circumstances relating to 

the site visit or meeting. 

All research reports are disseminated and available to all clients simultaneously through electronic publication to our internal client websites.  Not 

all research content is redistributed to our clients or available to third-party aggregators, nor is Goldman Sachs responsible for the redistribution of 

our research by third party aggregators. For all research available on a particular stock, please contact your sales representative or go to 

http://360.gs.com. 

Disclosure information is also available at http://www.gs.com/research/hedge.html or from Research Compliance, 200 West Street, New York, NY 

10282. 

© 2012 Goldman Sachs. 

No part of this material may be (i) copied, photocopied or duplicated in any form by any means or (ii) redistributed without the 
prior written consent of The Goldman Sachs Group, Inc.   


