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Stock Update
Good quarter, maintain Buy

(%) 1m 3m 6m 12m

Absolute 1.8 17.6 19.1 -7.1

Relative to Sensex 2.5 12.5 7.7 -17.0

Bharti Airtel

Reco: Buy  |  CMP: Rs323

Key points

 �   India wireless revenue ahead of estimates: For 
Q4FY2019, Bharti Airtel (Airtel) delivered better-
than-expected revenue performance, led by 
healthy revenue growth of 4.3% q-o-q in India 
wireless business. Consolidated revenue grew 
by 1.8% q-o-q (up 6.2% y-o-y) to Rs. 20,602 crore. 
Revenue growth in India wireless business during 
the quarter was led by increasing share of 4G 
users, minimum recharge plans and consciously 
removing low-end customers. Airtel has not 
disclosed any details of India businesses owing 
to ongoing rights issue, however it has reported 
segmental EBIT performance. Africa revenue 
growth in constant currency (CC) terms remained 
muted on a sequential basis at $807 million in 
Q4FY2019. Notably, Airtel has minimised the 
gap with Reliance JIO in terms of India wireless 
revenue growth on a sequential basis.

 �  Margins beat, net profit aided by one-off gains: 
EBITDA margin of the company improved by 
145BPS q-o-q to 32.2% in Q4FY2019, ahead 
of our our estimates. Effectively, consolidated 
EBITDA beat our estimates by 8.7% and grew 
by 6.6% q-o-q to Rs. 6,632 crore. EBITDA margin 
of Africa unit expanded by 50 BPS q-o-q and 
220 BPS y-o-y to 43.8% (restated owing to the 
adoption of IFRS 16 and resulted in a boost to 
EBITDA). Reported net profit during the quarter 
increased by 24.1% q-o-q (up 29.3% y-o-y) to Rs. 
107 crore, led by one-time exceptional gain of 
Rs. 2,022 crore. Excluding one-time exceptional 
gain, adjusted net loss during the quarter stood 
at Rs.1,914.9 crore.

 �  Strong growth in DTH business despite 
challenges: Despite challenges owing to 
implementation of new tariff order by TRAI, DTH 
business revenue grew by 1.7% q-o-q during the 
quarter, ahead of estimates. Telemedia/Home 
service revenue increased by 0.6% q-o-q in 
Q4FY2019, while enterprise revenue declined 
by 3.5% q-o-q. Passive infra revenue during the 
quarter declined by 3.6% q-o-q.

 �  Fund raising likely to bring down net debt/
EBITDA, though dilutive for fair value: Airtel is 
in the midst of around Rs. 25,000 crore rights 
issue, which is expected to close on May 17, 2019. 
Airtel’s board had approved its fund-raising 
plan of Rs. 32,000 crore, comprising Rs. 25,000 
crore equity via rights issue and Rs. 7,000 crore 
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Results Rs cr

Particulars Q4FY19 Q4FY18 YoY % Q3FY19 QoQ %  

Net sales 20,602.2 19,394.5 6.2 20,231.3 1.8

License fees and spectrum charges 1,728.8 1,747.6 -1.1 1,746.9 -1.0

Employee expenses 942.9 994.9 -5.2 953.0 -1.1

Access and interconnection charges 2,441.0 2,028.8 20.3 2,446.2 -0.2

Network operating expenses 5,962.2 4,807.1 24.0 5,753.9 3.6

Other expenses 1,854.9 1,714.2 8.2 2,057.0 -9.8

Operating profit 6,631.6 6,929.9 -4.3 6,218.2 6.6

Interest expenses 2,532.3 1,829.3 38.4 1,944.8 30.2

Depreciation 5,493.4 4,899.1 12.1 5,472.3 0.4

Tax 137.4 -302.1 -145.5 -182.4 -175.3

Reported net income 107.2 82.9 29.3 86.4 24.1

Adjusted net income -1,914.9 407.6 PL -1,327.5 44.2

EPS (Rs.) -4.8 0.2 PL -3.3 44.2

Margins (%) BPS BPS

OPM 32.2 35.7 -354 30.7 145

NPM (reported) 0.5 0.4 9 0.4 9

Valuations Rs cr

Particulars FY18 FY19 FY20E FY21E

Revenue         82,638.8      80,780.2      87,751.0      95,407.6 

EBITDA margin (%)                 36.4              32.0              30.8              31.0 

Net profit           1,099.0      (4,743.9)      (5,301.3)      (2,287.7)

EPS (Rs.)                   2.7            (11.9)            (10.3)              (4.5)

P/E              117.6  NM  NM  NM 

EV/EBITDA (x)                   7.6                8.9                8.5                7.8 

RoCE (%)                   6.7                2.6                1.8                2.7 

RoE (%)                   1.4              (5.8)              (8.4)              (3.8)

(foreign denominated) through perpetual bond 
with equity credit. The company’s board has 
fixed rights issue price at Rs. 220 (which is at a 
steep 32% discount to last market price). This 
implies new rights shares to be issued of 113.6 
crore, which would result in a 22.1% dilution in 
total equity base (post rights issue). Further, 
successful completion in rights issue would 
result in the correction of the stock price. We 
believe the proceeds from this fund-raising 
programme would significantly de-leverage the 
balance sheet by bringing down consolidated 
net debt/EBITDA to 3.1x from current level of 
4.4x and provide additional financial flexibility 
to further strengthen its network capabilities. In 
addition, planned Africa IPO and divestment of 
Bharti Infratel stake would further help to reduce  
debt level and participate in the upcoming 
spectrum auction.

 �  Rights issue to improve balance sheet, maintain 
Buy: We have fine-tuned our earnings estimates 
for FY2020E on account of better-than-expected 
operating performance and have introduced 
FY2021E numbers in this note. Although better-
than-expected sequential India wireless revenue 
growth is a positive surprise during the quarter, 
the sustainability of this growth momentum 
needs monitoring in the coming quarters. Despite 
the steep dilution, the recent fund-raising plan 
through rights issue would allow Airtel to de-
leverage the balance sheet in bringing down 
net debt/EBITDA to 3.1x. Further, planned equity 
raise from Africa IPO and divestment of tower 
business stake would further provide financial 
flexibility to limit the rising of net debt/EBITDA 
level, which could reduce interest cost. Given the 
resilient performance in terms of market share in 
a tough environment, we maintain our Buy rating 
on the stock with a revised price target (PT)  
of Rs. 350. 
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