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Strong data margins aid performance… 

 Overall revenues came in at | 4114.6 crore, lower than our estimate of 

| 4271.3 crore. The miss was mainly due to continued pressure on 

voice revenues as they came in at | 1230.5 crore vs. our estimate of  

| 1425.7 crore. Total voice volumes came in at 9.2 billion minutes 

(decline of 12.4% YoY) with realisations of | 1.34 (14.2% YoY decline) 

 Data revenues came in at | 2884.4 crore (up 4.3% YoY), marginally 

above our estimate of | 2845.6 crore 

 Performance at the EBITDA level was strong with EBITDA at | 612.8 

crore and margins at 14.9% vs. our estimate of | 569.3 crore (13.3% 

margin) owing to lower-than-expected network cost. The company 

reported strong margins for the data business at ~18.7% vs. our 

estimate of 17.0% margin. Voice business reported a margin of 6%, in 

line with our estimate 

 PAT was at | 10.6 crore, much lower than our estimate of | 21.8 crore. 

There was a one-time impact of | 16 crore in the quarter, pertaining to 

reduction in deferred tax assets (triggered by change in US tax rate). 

Adjusted to that, PAT would have been higher than expected 

Data segment margins surprise positively 

One of the highlights of the quarter was superior margins in the data 

segment. Data margins at 18.7% saw a sequential improvement of ~110 

bps. The management attributed the same to cost optimisation coupled 

with a sharp expansion in high-margin traditional services business. In 

terms of data revenues, it grew 4.3% YoY (6.8% on a like-to-like basis). 

Growth services continued to drive overall data segment, up 38.5% YoY, 

while traditional data services revenues were up 5.7% YoY. The company 

remained confident of delivering positive EBITDA for growth services, 

and are looking to exit FY19 with data margins of 20-21%. We build in a 

data revenue CAGR of 7.8% in FY17-20E to | 13689 crore. The data 

revenue growth has been lowered to incorporate the revenue impact of 

TTSL. We expect data margins of 20% by FY20E, up from 18.2% in FY17 

driven by growth portfolio that is likely to turn EBITDA positive from 

FY19E onwards. On the voice business front, we expect voice volumes to 

reach 38.8 billion minutes by FY20E (decline of 3.3% CAGR over FY17-20) 

with revenues at | 5048 crore and 6% EBITDA margin. 

Land demerger by H1FY19; TTSL enterprise business acquisition in sight 

The company has filed for demerger of land subsidiary and is awaiting 

Sebi approval. It expects the demerger to be completed by H1FY19 end. 

The company indicated that it continues to remain in discussion with Tata 

Teleservices to acquire its enterprise business. It indicated that TTSL’s 

presence in the small enterprise is a good fit to TCL’s big enterprise play. 

It expects operating synergies between its two businesses.  

Data segment shows improvement; upgrade to BUY 

With land demerger done, the focus shifts to the core business. The 

improvement in data business is encouraging and remains the key 

monitorable of overall margins expansion. There remain unknowns on 

value of acquisition of TTSL’s enterprise business and its funding thereof. 

We also build in impact of ~US$ 50 million on revenues, US$ 8 million on 

EBITDA, owing to closure of TTSL business. However, the recent stock 

price correction (~10% since our last update), enables us to upgrade the 

stock to BUY, valuing it at | 720/share. The target price is inclusive of the 

value from the land bank. 

Tata Communications (TATCOM) | 638 

 Rating matrix 

Rating : Buy

Target : | 720

Target Period : 12 months

Potential Upside : 13%
 

 

 What’s changed? 

Target Changed from | 729 to | 720

EPS FY18E Changed from | -4.6 to | -6.1

EPS FY19E Changed from | 19.8 to | 12.5

EPS FY20E Introduced at |17.9

Rating Changed from HOLD to BUY
 

 

 Quarterly performance 

Q3FY18 Q3FY17 YoY (%) Q2FY18 QoQ (%)

Revenue 4,114.6 4,360.1 -5.6 4,217.6 -2.4

EBITDA       612.8       569.1          7.7       564.5          0.8 

EBITDA (%) 14.9 13.1 184 bps 13.4 151 bps

PAT         10.1    1,412.9  NM      (250.0) NM

 
 

 

 Key financials 

| Crore FY17 FY18E FY19E FY20E

Net Sales 17,620      16,938      17,667      18,737      

EBITDA 2,406        2,344        2,685        3,035        

Adj. Net Profit 273.7        40.2          355.4        510.7        

Adj EPS (|) 9.6            1.4            12.5          17.9          
 

 

 Valuation summary 

FY17 FY18E FY19E FY20E

P/E 66.4 452.3 51.2 35.6

Target P/E            75.0          510.5            57.8            40.2 

EV / EBITDA 10.7 11.1 9.8 8.7

P/BV  NA            15.4            14.0            11.5 

RoNW 17.2 3.4 27.3 32.4

RoCE              6.1              4.8              8.1            10.2 
 

 

 Stock data 

Particulars Amount

Market Capitalization  | 18183 Crore 

Total Debt (FY17)  | 9342.7 Crore 

Cash (FY17)  | 1079.3 Crore 

EV  | 31414.7 Crore 

52 week H/L  784/ 430 

Equity capital (| crore)                          285.0 

Face value (|)                            10.0 
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Variance analysis 

Q3FY18 Q3FY18E Q3FY17 Q2FY18 YoY (%) QoQ (%) Comments

Revenue 4,114.6 4,271.3 4,360.1 4,217.6 -5.6 -2.4 The revenue miss was mainly due to lower voice revenues, which came in at

| 1230.2 crore vs. our estimate of | 1425.7 crore

Other Income 74.0 30.0 90.9 29.2 -18.5 2.9

Employee Expenses 757.3 751.7 690.1 742.6 9.7 1.2

Administrative Expenses 837.8 884.1 929.0 873.1 -9.8 1.3

Network costs 1,906.8 2,066.1 2,171.8 2,037.4 -12.2 1.4

Raw Material Expenses 0.0 0.0 0.0 0.0 0.0 0.0

EBITDA 612.8 569.3 569.1 564.5 7.7 0.8 EBITDA outperformance was on account of lower-than-expected network 

operating cost

EBITDA Margin (%) 14.9 13.3 13.1 13.4 184 bps 151 bps

Depreciation 472.8 452.8 467.7 483.7 1.1 -2.2

Interest 89.6 88.0 99.9 87.7 -10.3 2.3

Exceptional Items 0.0 0.0 -1,412.1 213.4 0.0 0.0

Total Tax 105.0 38.0 92.3 58.8 13.8 78.6

PAT 10.1 21.8 1,412.9 -250.0 -99.3 -104.0 PAT was lower as there was an one-time impact of |16 crore in the quarter, 

pertaining to reduction in deferred tax assets (triggered by change in US tax 

rate ). Adjusted for that, PAT would have been higher than our expectations 

Total Minutes (in billion) 9.2 10.5 11.2 10.8 -17.9 -14.8

GDS Revenues 2,884.4 2,845.6 2,722.7 2,776.6 5.9 3.9
 

Source: Company, ICICIdirect.com Research 

 

Change in estimates 

FY19E FY20E

(| Crore) Old New % Change Old New % Change Introduced

Revenue 17,124.4 16,938.0 -1.1 18,074.1 17,666.7 -2.3 18,737.5

EBITDA 2,302.3 2,344.4 1.8 2,894.7 2,685.3 -7.2 3,035.5

EBITDA Margin (%) 13.4 13.8 44 bps 16.0 15.2 -80 bps 16.2

PAT -132.0 -173.2 31.2 565.6 355.4 -37.2 510.7

EPS (|) -4.6 -6.1 32.1 19.8 12.5 -37.0 17.9

FY18E

 

Source: Company, ICICIdirect.com Research 
 

 

Assumptions 

Earlier

FY16 FY17 FY18E FY19E FY20E FY18E FY19E

Total Minutes (Bn) 43.1 43.0 40.4 38.8 38.8 41.7 41.0

ARPM (|) 1.9 1.6 1.4 1.3 1.3 1.4 1.4

GVS Revenues 8,055.6 6,717.8 5,553.5 5,048.0 5,211.4 5,778.8 5,676.8

Current

 

Source: Company, ICICIdirect.com Research 
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Company Analysis 

Data segment witnesses healthy performance 

The contribution of the data segment to overall revenues has been 

continuously increasing from 40% in FY14 to 58.7% in FY17 and ~ 70% 

currently.  

One of the highlights of the quarter was superior margins in the data 

segment. data margins at 18.7% witnessed a sequential improvement of 

~110 bps. The management attributed the same to cost optimisation 

coupled with a sharp expansion in high-margin traditional services 

business. In terms of data revenues, it grew 4.3% YoY (6.8% on a like-to-

like basis). Growth services continued to drive the overall data segment, 

growing 38.5% YoY while traditional data services revenues were up 

5.7% YoY.  

The company reiterated its intent to focus on the opportunities in the 

cross-border mobility in the internet of things (IOT), managed security, 

cloud and artificial intelligence domain. The company also indicated it 

would continue to spend for digital transformation. 

The company remained confident of delivering positive EBITDA for the 

growth services. It is looking to exit FY19 with data margins of 20-21%. 

We build in a data revenue CAGR of 7.8% in FY17-20E to | 13689 crore. 

The data revenue growth has been lowered to incorporate the revenue 

impact of TTSL. We expect data margins of 20% by FY20E, up from 

18.2% in FY17 driven by growth portfolio which is likely to turn EBITDA 

positive from FY19E onwards 

Exhibit 1: GDS operating performance  
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Source: Company, ICICIdirect.com Research 

Voice business to be stable cash flow play 

The voice business continues to remain under pressure from heightened 

competition and irrational pricing in India termination. Total minutes have 

fallen from ~53.7 billion minutes in FY13 to ~43 billion minutes in FY17.  

 

Voice revenues came in at of | 1230.5 crore vs. our estimate of | 1425.7 

crore. Total voice volumes came in at 9.2 billion minutes (decline of 

12.4% YoY,) and realisations of | 1.34 (14.2% YoY decline). The voice 

business continues to remain under pressure from heightened 

competition. Though the voice business is in a downward trajectory, it is 

past its capex requirement and would yield annual free cash flows (FCF) 

of ~US$45-50 million. On the voice business front, we expect voice 

volumes to reach 38.8 billion minutes by FY20E (decline of 3.3% CAGR 

over FY17-20) with revenues at | 5048 crore and 6% EBITDA margin. 
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Exhibit 2: Global voice services operating performance  
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Source: Company, ICICIdirect.com Research 

Margin expansion to be driven by data segment 

The revenue mix of the company is constantly changing towards data, 

which earns margins about 3x the margins clocked by the voice segment. 

Voice margins are also expected to remain stable in the range of ~6%.  

We expect consolidated margins to reach 16.2% by FY19E vs. 13.7% in 

FY17. The margins expansion estimates have been marginally moderated 

as we build in impact of US$ 8 mn on EBITDA owing to closure of TTSL 

business. Moreover, investments in the new services as well digital 

transformation could restrict the margins expansion in the medium term, 

with benefits being back ended. 

Exhibit 3: EBITDA and NPM margins trend 
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Source: ICICIdirect.com Research 
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Other highlights  

 Voice business decline attributed to pricing as well volume 

pressure: The management said that the decline in voice business 

was in line with industry trends since it is seasonally weak 

quarter. The business witnessed pressure both on pricing and 

volumes. Despite weak top line, voice margins were within guided 

range owing to better cost management and operating efficiency 

 Land de-merger expects to conclude in Q2FY19, opportunity with 

TTSL still being evaluated: The management expects land 

demerger to conclude in Q2FY19 and is currently awaiting Sebi 

approval. The opportunity with TTSL enterprise business is still 

being evaluated in the context of diversified customer portfolio 

being served by both organizations. The management maintained 

that its exposure to TTSL is in the tune of US$ 50-55mn on 

revenues & ~US$ 8-9 million on margins, which is at risk on 

account of ongoing integration.  

 Cost optimisation leads to margin expansion: The management 

has attributed margin expansion to cost optimisation drive as well 

as strong growth in high margin traditional data services since 

data business now contributes to 88% of the overall EBITDA for 

the quarter. They have guided for 20-21% EBITDA margins for 

data business in FY19 

 Taxes high for quarter because of increase in US tax rate: Tax in 

the quarter was higher on account of change in tax rate upwards 

in US, which has brought down deferred tax assets in P&L. One-

time impact of the same was | 16 crore 

 As part of growth strategy, expanded to Latin America: The 

management said that as a part of their growth strategy, they 

expanded into Latin America. IT investments in Brazil are 

expected to grow 6.7%. The company is looking to capitalise 

from this growth. The linking of new Seabras I cable with Tata 

Communication has connected Brazil to financial capitals such as 

New York, London, Mumbai & Singapore. 

 Payment solution business did not pick up after demonetisation: 

The management indicated that the challenge in payment solution 

business continues as the number of transactions have not picked 

after demonetisation and are still at 50% of the pre-

demonetisation level. The company is focused on cost 

optimisation by closing down unprofitable ATMs as the 

management indicated that this business still EBITDA negative.  

 Other highlights: Capex for Q3 was 57 mn US$ and 183 mn US$ 

for YTD. Net debt was at 1.2 bn US$. The average cost of debt is 

3.6% 
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Valuation 

 

With land demerger done, the focus has shifted to the core business. The 

improvement in data business is encouraging and remains the key 

monitorable of overall margins expansion. There remain unknowns as 

value of acquisition of TTSL’s enterprise business and its funding thereof. 

We also build in impact of ~US$ 50 million on revenues, US$ 8 million on 

EBITDA, owing to closure of TTSL business. However, the recent stock 

price correction (~10% since our last update), enables us to upgrade the 

stock to BUY, valuing it at | 720/share. The target price is inclusive of the 

value from the land bank.  

 

Exhibit 4: Business valuation   

 Particulars 

 FY20EBITDA 

(| Crore)  EV/EBITDA(X)  Amount (| Crore) 

GVS Business Enterprise Value 302.9              2.0                     606                           

GDS Business Enterprise Value 2,737.9           7.5                     20,534                      

Total Enterprise Value 21,140                      

Less: Net Debt 8,121                        

Equity Value of the business 13,019                      

No. of equity shares outstanding (Crore) 28.5                          

Target Price  (ex-land) 457                           

Land Valuation per share 263                           

Target Price 720                           

 

Source: ICICIdirect.com Research 
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Recommendation History versus Consensus  
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Source: Bloomberg, Company, ICICIdirect.com Research 

 

Key events 

x

Date Event

2012 The government approves de-merger of land into a separate company. However, the de-merger process is still underway

2013 Successfully issues an inaugural SG$250 million three-year bond and SG$150 million tap at a coupon rate of 4.25%

2013 Delists ADR to satisfy minimum public shareholding norms by Sebi

2015 Modifies deal with Vodacom. Now, it would exclude the spectrum licenses of Neotel. The deal is subject to certain approvals at this point in time and the deal 

valuation remains unknownMar-16 Neotel deal between Tata Communications (TCL) and Vodacom terminated due to regulatory complexities surrounding the transaction and certain conditions 

being unfulfilled. In addition, the restructured transaction announced on December 10, cannot be processed

May-16 Tata Communications enters into definitive agreement with ST Telemedia through which the latter will acquire a 74% stake in TCL’s data centre business in 

India and Singapore. The data centre business in India and Singapore have been assigned a 100% enterprise value of | 3130 crore and ~| 1135 crore 

(SG$232.4 million), respectively. Consequently, 74% stake sale is expected to result in cash inflow of ~| 3156 crore into the books of TCL, majority of which is 

expected to be used to reduce the debt

Jun-16 Enters into agreement with Liquid Telecom, owned by Econet Wireless Global, to sell its stake in African subsidiary Neotel at a consideration of ~ZAR 6.55 

billion(~| 2900 crore). Liquid Telecom partners with Royal Bafokeng Holdings (RBH), a South African empowerment investment group, which has committed 

to take a 30% equity stake in Neotel. The deal value at ~ZAR 6.55 billion, though lower than the previous deal consideration with Vodacom of ~ZAR 7 billion, 

is on a higher EV/EBITDA multiple of ~8.3x

Oct-16 The Indian data centre deal gets concluded resulting in an inflow of US$250 million post the debt, deal cost and tax expenses
 

Source: Company, ICICIdirect.com Research 

 

Top 10 Shareholders  Shareholding Pattern 

Rank Name Latest Filing Date % O/S Position (m)Position Change (m)

1 Tata Group of Companies 31-12-2017 48.9 139.29M 0.0

2 Government of India 31-12-2017 26.1 74.45M 0.0

3 FIL Investment Management (Singapore) Ltd. 31-12-2017 2.4 6.84M +3.23M

4 Amansa Capital Pte Ltd. 31-12-2017 1.8 5.05M +0.05M

5 Baron Capital Management, Inc. 31-12-2017 1.5 4.18M +0.24M

6 Life Insurance Corporation of India 31-12-2017 1.3 3.71M -0.00M

7 Norges Bank Investment Management (NBIM) 31-12-2017 1.2 3.31M -0.03M

8 Aditya Birla Sun Life AMC Limited 31-12-2017 1.1 3.23M -0.11M

9 The Vanguard Group, Inc. 31-12-2017 0.9 2.53M -0.00M

10 Dimensional Fund Advisors, L.P. 31-12-2017 0.3 0.94M -0.08M
 

 (in %) Dec-16 Mar-17 Jun-17 Sep-17 Dec-17

Promoter 75.0 75.0 75.0 75.0 75.0

FII 8.9 7.8 12.5 12.9 13.4

DII 11.1 11.4 6.5 5.7 5.0

Others 5.1 5.8 6.1 6.5 6.7

 

Source: Reuters, ICICIdirect.com Research 

 

Recent Activity 

Investor name Value Shares Investor name Value Shares

FIL Investment Management (Singapore) Ltd. +34.50M +3.23M ICICI Prudential Asset Management Co. Ltd. -8.80M -0.82M

JM Financial Asset Management Pvt. Ltd. +2.57M +0.24M RAM Active Investments S.A. -4.51M -0.42M

Baron Capital Management, Inc. +2.51M +0.24M Franklin Templeton Asset Management (India) Pvt. Ltd. -2.24M -0.20M

IDFC Asset Management Company Private Limited +1.70M +0.16M Aditya Birla Sun Life AMC Limited -1.18M -0.11M

L&T Investment Management Limited +1.50M +0.14M Dimensional Fund Advisors, L.P. -0.82M -0.08M

Buys Sells

 

Source: Reuters, ICICIdirect.com Research 
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Financial summary 

 

Profit and loss statement | Crore 

(Year-end March) FY17 FY18E FY19E FY20E

Total operating Income 17619.7 16938.0 17666.7 18737.5

Growth (%) (14.3)         (3.9)           4.3            6.1            

Employee Expenses 2839.4 2974.6 3091.7 3185.4

Network costs 8811.9 8140.3 8285.7 8712.9

Administrative Expenses 3562.5 3478.7 3604.0 3803.7

Other Expenses 0.0 0.0 0.0 0.0

Total Operating Expenditure 15213.8 14593.6 14981.4 15702.0

EBITDA 2405.9 2344.4 2685.3 3035.5

Growth (%) -1.6 -2.6 14.5 13.0

Depreciation 1865.8 1863.2 1908.0 1967.4

Interest 367.2 342.5 344.9 344.9

Other Income 360.3 177.6 360.0 380.0

Exceptional Items -933.5 213.4 0.0 0.0

PBT 1466.8 102.9 792.5 1103.2

Minority Interest 2.6 2.8 4.8 4.8

PAT from Associates 5.1 -19.8 -36.1 -36.1

Total Tax 236.4 253.6 396.2 551.6

PAT 1232.9 -173.2 355.4 510.7

Growth (%) 217.4 NM -305.2 43.7

Adjusted PAT 273.7 40.2 355.4 510.7

Growth (%) -85.3 783.9 43.7

EPS (|) 43.3 -6.1 12.5 17.9
 

Source: Company, ICICIdirect.com Research 

 

  Cash flow statement | Crore 

(Year-end March) FY19E FY19E FY19E FY20E

Profit after Tax 1232.9 -173.2 355.4 510.7

Add: Depreciation 1865.8 1863.2 1908.0 1967.4

Add: Interest Paid 367.2 342.5 344.9 344.9

(Inc)/dec in Current Assets -17.8 154.2 -230.0 -590.2

Inc/(dec) in CL and Provisions 1302.5 -245.5 139.6 378.1

Others 0.0 0.0 0.0 0.0

CF from operating activities 4750.5 1941.1 2517.8 2610.9

(Inc)/dec in Investments -603.4 150.0 350.0 -200.0

(Inc)/dec in Fixed Assets 1705.1 -1800.0 -2040.0 -2000.0

Others -378.7 0.7 1.6 0.2

CF from investing activities 723.0 -1649.3 -1688.4 -2199.8

Issue/(Buy back) of Equity 0.0 0.0 0.0 0.0

Inc/(dec) in loan funds -6725.7 -500.0 0.0 0.0

Less:Interest Paid -367.2 -342.5 -344.9 -344.9

Less: Dividend and dividend tax -135.7 -135.7 -135.7 -135.7

Others 858.0 -100.0 -100.0 -100.0

CF from financing activities -6370.5 -1078.1 -580.5 -580.5

Net Cash flow -897.0 -786.3 248.9 -169.4

Opening Cash 1976.3 1079.3 293.0 541.9

Closing Cash 1079.3 293.0 541.9 372.5
 

Source: Company, ICICIdirect.com Research 

 

 

 

Balance sheet | Crore 

(Year-end March) FY17 FY18E FY19E FY20E

Liabilities

Equity Capital 285.0 285.0 285.0 285.0

Preference Share Capital 0.0 0.0 0.0 0.0

Reserve and Surplus 1,306.9 898.0 1,017.7 1,292.8

Total Shareholders funds 1,591.9 1,183.0 1,302.7 1,577.8

Total Debt 9,342.7 8,842.7 8,842.7 8,842.7

Others 3,823.0 3,823.7 3,825.3 3,825.5

Total Liabilities 14,757.6 13,849.4 13,970.7 14,245.9

Assets

Gross Block 30,551.9 32,351.9 34,391.9 36,391.9

Less: Acc Depreciation 19,501.7 21,364.9 23,272.9 25,240.4

Net Block 11,050.1 10,986.9 11,118.9 11,151.5

Capital WIP 629.3 629.3 629.3 629.3

Total Fixed Assets 11,679.4 11,616.3 11,748.2 11,780.8

Investments 2,434.0 2,284.0 1,934.0 2,134.0

Goodwill on Consolidation -              -              -              -              

Inventory 19.2 18.5 19.3 20.4

Debtors 2,590.0 2,489.8 2,662.1 2,874.8

Loans and Advances 811.2 779.8 813.3 1,035.1

Other Current Assets 565.1 543.2 566.6 721.1

Cash 1,079.3 293.0 541.9 372.5

Total Current Assets 5,064.7 4,124.2 4,603.1 5,023.9

Creditors 3,581.4 3,442.8 3,484.9 3,696.2

Provisions 568.7 546.7 553.4 586.9

Other current liabilities 2,194.7 2,109.7 2,200.5 2,333.9

Total Current Liabilities 6,344.7 6,099.2 6,238.8 6,616.9

Net Current Assets -1,280.0 -1,975.0 -1,635.7 -1,593.0

Other non current assets 1,924.2 1,924.2 1,924.2 1,924.2

Application of Funds 14,757.6 13,849.4 13,970.7 14,245.9
 

Source: Company, ICICIdirect.com Research 

 

  Key ratios 

(Year-end March) FY17 FY18E FY19E FY20E

Per share data (|)

EPS 43.3 -6.1 12.5 17.9

Adj.  EPS 9.6 1.4 12.5 17.9

BV 55.9 41.5 45.7 55.4

DPS 4.8 4.8 4.8 4.8

Cash Per Share 37.9 10.3 19.0 13.1

Operating Ratios (%)

EBITDA Margin 13.7 13.8 15.2 16.2

PBT / Total Operating income 3.1 2.8 4.4 5.7

PAT Margin 1.6 0.2 2.0 2.7

Inventory days 0.4 0.4 0.4 0.4

Debtor days 53.7 53.7 55.0 56.0

Creditor days 74.2 74.2 72.0 72.0

Return Ratios (%)

RoE 17.2 3.4 27.3 32.4

RoCE 6.1 4.8 8.1 10.2

RoIC 4.3 3.8 6.0 8.0

Valuation Ratios (x)

P/E NA -105.0 51.2 35.6

EV / EBITDA 10.7 11.1 9.8 8.7

EV / Net Sales 1.5 1.5 1.5 1.4

Market Cap / Sales 1.0 1.1 1.0 1.0

Price to Book Value NA 15.4 14.0 11.5

Solvency Ratios

Debt/EBITDA 3.9 3.8 3.3 2.9

Debt / Equity NA 7.5 6.8 5.6

Current Ratio 1.0 1.0 1.0 1.1

Quick Ratio 1.0 1.0 1.0 1.1
w 

Source: Company, ICICIdirect.com Research 
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w 

ICICIdirect.com coverage universe (Telecom) 

CMP M Cap

(|) TP(|) Rating (| Cr) FY17 FY18E FY19E FY17 FY18E FY19E FY17 FY18E FY19E FY17 FY18E FY19E FY17 FY18E FY19E

Bharti Airtel  (BHAAIR) 423 600 Buy 168,890 9.5 3.4 7.0 44.4 125.1 60.1 7.7 9.1 8.5 8.4 6.1 6.8 7.4 2.7 4.2

Bharti Infratel (BHAINF) 342 360 Hold 63,164 14.9 14.1 14.9 23.0 24.2 22.9 10.4 9.6 10.0 20.1 24.4 24.4 17.7 18.7 21.4

Idea Cellular  (IDECEL) 84 85 Hold 32,928 -1.1 -11.7 -11.3 NM NA NM 8.1 14.6 13.8 3.3 -3.2 -3.2 -1.6 -19.6 -23.5

Sterlite Tech. (STETEC) 346 440 Buy 13,784 5.1 7.5 10.3 68.5 45.9 33.5 28.4 20.3 16.3 16.1 20.8 22.9 22.9 27.2 28.8

Tata Comm. (TATCOM) 638 720 Buy 18,183 43.3 -6.1 12.5 14.7 NM 51.2 10.7 11.1 9.8 6.1 4.8 8.1 17.2 3.4 27.3

Sector / Company

RoE (%)EPS (|) P/E (x) EV/EBITDA (x) RoCE (%)

Source: Company, ICICIdirect.com Research 
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RATING RATIONALE 

ICICIdirect.com endeavours to provide objective opinions and recommendations. ICICIdirect.com assigns 

ratings to its stocks according to their notional target price vs. current market price and then categorises them 

as Strong Buy, Buy, Hold and Sell. The performance horizon is two years unless specified and the notional 

target price is defined as the analysts' valuation for a stock. 

 

Strong Buy: >15%/20% for large caps/midcaps, respectively, with high conviction; 

Buy: >10%/15% for large caps/midcaps, respectively; 

Hold: Up to +/-10%; 

Sell: -10% or more; 

 

 

Pankaj Pandey Head – Research pankaj.pandey@icicisecurities.com 

  

ICICIdirect.com Research Desk, 

ICICI Securities Limited, 

1st Floor, Akruti Trade Centre, 

Road No 7, MIDC, 

Andheri (East) 

Mumbai – 400 093 

 

 research@icicidirect.com  
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ANALYST CERTIFICATION  

We /I, Bhupendra Tiwary MBA, Sameer Pardikar, MBA Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately 

reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this 

report.   

Terms & conditions and other disclosures: 

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. ICICI Securities 

Limited is a Sebi registered Research Analyst with Sebi Registration Number – INH000000990. ICICI Securities is a wholly-owned subsidiary of ICICI Bank which is India’s largest private sector bank and has 

its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which 

are available on www.icicibank.com. 

 

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking 

and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities generally prohibits its analysts, persons reporting to analysts 

and their relatives from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover. 

 

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and 

meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without 

prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. 

Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended 

temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where ICICI Securities might be acting in an advisory capacity to this 

company, or in certain other circumstances. 

 

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This 

report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial 

instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their 

receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific 

circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment 

objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently evaluate 

the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any 

loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the 

risks associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to 

change without notice. 

 

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment 

in the past twelve months.  

 

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in 

respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking,  brokerage services or other advisory service in a merger or specific transaction.  

 

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies mentioned 

in the report in the past twelve months. 

 

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any 

compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report.  Accordingly, neither ICICI Securities nor Research Analysts 

and their relatives have any material conflict of interest at the time of publication of this report.  

 

It is confirmed that Bhupendra Tiwary MBA, Sameer Pardikar, MBA, Research Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding 

twelve months.  

 

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.  

 

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month 

preceding the publication of the research report.  

 

Since associates of ICICI Securities are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject 

company/companies mentioned in this report. 

 

It is confirmed that Bhupendra Tiwary MBA, Sameer Pardikar, MBA, Research Analysts do not serve as an officer, director or employee of the companies mentioned in the report. 

 

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.  

  

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.  

 

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities. 

 

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, 

publication, availability or use would be contrary to law, regulation or which would subject ICICI Securities and affiliates to any registration or licensing requirement within such jurisdiction. The securities 

described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform themselves of and 

to observe such restriction. 

 

 


