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Lockdown to have some impact on telcos in Q1 

Both the reported subscriber base and ARPU are likely to be sequentially 

lower for telcos in Q1FY21 given the lockdown effect. For Airtel and 

Vodafone Idea (VIL), we expect subscriber (sub) loss of ~2 million (mn) and 

~10 mn, respectively, on account of Covid-19 led disruption. We note that 

telcos had extended their prepaid validity for low cost users during 

lockdown. For Bharti, reported ARPU is likely to see ~2% QoQ decline at  

| 151. Indian wireless revenues are expected to see 2.2% QoQ decline at  

| 12,665 crore. For Vodafone Idea, with ARPU decline of ~5% QoQ at | 115 

due and subscriber churn, we expect overall revenues to decline 8% QoQ 

at | 10,819 crore. Other notable Q1FY21 trends could be weak international 

roaming revenues, higher adoption of digital recharges, superior 

broadband traction and relatively slower 4G adoption impacted by low 

smartphone sales. 

Topline sluggishness to percolate to EBITDA 

For Airtel, we expect sequentially flattish India EBITDA margins at 42.7% as 

higher network operating cost will be offset by lower admin and S&D 

expenses (digital recharge led lower commissions). Africa margins are 

expected to be stable QoQ at 44%. Reported EBITDA margins are expected 

at 43%, flattish QoQ. For Airtel, we expect a net loss of | 240 crore. For 

Vodafone Idea, we expect margins of 33.7%, down 360 bps QoQ as 

Q4FY20 had one-off benefits of | 400 crore in employee cost (reversal of 

variable pay) and network operator cost (provision write backs). The 

company is expected to post a net loss of | 6340 crore. 

Infratel to report muted numbers 

For Infratel, we expect net tenancy addition of ~1000. We expect 1% QoQ 

decline in rental revenues at | 2229 crore, largely due to residual impact of 

exits (equipment removal) during previous quarters by VIL. Overall margins 

are expected at 50.5%, up 360 bps QoQ as Q4FY20 had one-off provision 

for debtors of ~| 193 crore. 

Both TCom, Sterlite to witness some Covid-19 impact 

Sterlite Tech is expected to witness the impact of weak product demand as 

well as Covid-19 impact resulting in 40%, 49% decline in topline, EBITDA, 

respectively. PAT is expected to decline ~80% YoY given the incremental 

depreciation and interest of new capacity. Tata Communication (TCom) is 

likely to report a muted performance. Overall revenue is expected to 

decline 0.5% QoQ at | 4376 crore with flattish QoQ (~9.5% YoY) data 

segment topline while voice business is expected to decline ~2% QoQ 

(down 11.4% YoY). Overall margins are expected at 19.6% (down 20 bps 

QoQ but flattish on adjusted basis as Q4 rental revenues had one-off 

benefits). 

Exhibit 1: Estimates for Q1FY21E: (Telecom )                                               (| Crore) 

Re ve n u e EBIT DA PAT

Q 1FY21E Yo Y Q o Q Q 1FY21E Yo Y Q o Q Q 1FY21E Yo Y Q o Q

Bharti A irte l 23,835.4 14.9 0.5 10,249.1 24.3 0.8 -240.0 NA NA

Bharti Inf rate l 3,600.2 -3.0 -0.7 1,816.8 -4.2 6.9 730.6 -17.6 12.5

V odafone Idea 10,819.3 -4.0 -8.0 3,649.4 0.0 -16.7 -6,340.3 NA PL

Sterlite Technologies 859.6 -40.0 -25.9 164.2 -49.2 -24.0 28.3 -80.0 -64.8

Tata Comm 4,375.8 5.0 -0.5 855.5 3.6 -1.5 96.8 26.4 LP

T o tal 43,490.3 5.3 -2.6 16,735.0 12.0 -3.4 -5,724.6 NA NA

 C h an g e  (%)

C o m p an y

 C h an g e  (%)C h an g e  (%)

 

Source: Company, ICICI Direct Research * 

 

 

 

 

Topline & Profitability (Coverage Universe) 
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Exhibit 2: Company Specific view - Telecom 

Company Remarks

Bharti Airtel 

We expect a marginal sub loss of ~2 mn on account of Covid-19 led disruption, which had 

impacted recharge by low cost prepaid customers. Notwithstanding some tariff hike pass

through, reported ARPU is likely to witness ~2% QoQ decline at | 151 as the company had 

extended its prepaid validity for low cost users till May 3, 2020. Indian wireless revenues

are expected to witness 2.2% QoQ decline at | 12,665 crore. India non-wireless revenues

traction may remain robust, especially broadband and enterprise. Africa is likely to witness

revenue growth of 3% QoQ to | 6689 crore, aided by forex movement. Consolidated

revenues are expected to be up 0.5% QoQ at | 23,835 crore. We expect sequentially

flattish India EBITDA margins at 42.7% as higher network operating cost will be offset by

lower admin and S&D expenses. Africa margins are expected to be stable at 44%.

Reported EBITDA margins are expected at 43%, flattish QoQ. Expected loss at bottomline

level is ~| 240 crore. Key monitorable: Commentary on ARPU trajectory and non-telecom

business

Bharti Infratel

For Bharti Infratel, we bake in net tenancy addition of ~1000. We expect 1% QoQ decline

in rental revenues at | 2229 crore, largely due to residual impact of exits (equipment

removal) during previous quarters by VIL. Energy revenues would be flattish QoQ at | 1391

crore. Overall margins are expected at 50.5%, up 360 bps QoQ as Q4FY20 had one-off

provision for debtors of ~| 193 crore. Key monitorable: future outlook and growth plans

Vodafone Idea

We expect churn for Vodafone Idea to continue amid integration led challenges and Covid-

19 impact. We consequently bake in ~10 million customer exits on a QoQ basis. Given the 

extension of validity of low cost customers during lockdown, we build in ARPU decline of

~5% QoQ at | 115. We expect overall revenues to decline 8% QoQ at | 10,819 crore.

Reported margins are expected at 33.7%, down 360 bps QoQ as Q4FY20 had one-off

benefits of | 400 crore in employee cost (reversal of variable pay) and network operator

cost (provision write-backs). The company is expected to post a net loss of | 6340 crore.

Key monitorable: AGR led relief and development on floor pricing norms

Sterlite Tech

Given the weak demand in product segment and Covid-19 led execution challenges in

solutions/services business, we bake in topline decline of 40% YoY to | 860 crore. With

negative operating leverage kicking in, consolidated EBITDA is expected to decline 49% YoY

at | 164 crore while EBITDA margins for the quarter are expected to decline 350 bps YoY to

19.1%. Reported PAT at | 28.3 crore, is expected to be down 80% YoY. Key monitorable : 

Management commentary on overall demand & ramp up of solutions based business

Tata Comm

Revenue for the voice business is expected to decline ~2% QoQ (down 11.4% YoY) to |

788 crore. The data business is expected to post a flattish QoQ topline (~9.5% YoY) at |

3587 crore. Data segment revenue is expected to be impacted by Covid-19 in the usage

based segments, while traditional (bandwidth usage) and growth (conferencing) are

expected to remain robust given work from home usage. Hence, overall revenue is

expected to decline 0.5% QoQ (up 5% YoY) at | 4376 crore. Overall margins are expected at 

19.6% (down 20 bps QoQ but flattish on adjusted basis as Q4 rental revenues had one-off

benefits). Data segment margins are expected at 22.6% (flattish QoQ on adjusted basis).

Key monitorable: Growth outlook commentary
 

Source: Company, ICICI Direct Research 

 

Exhibit 3: Telecom Coverage Universe 

FY19 FY20 FY21E FY19 FY20 FY21E FY19 FY20 FY21E FY19 FY20 FY21E FY19 FY20 FY21E

Bharti A irte l 569 700 Buy 310,233 1.0 -59.0 7.3 555.1 NM 77.4 16.5 11.8 8.8 2.1 3.5 7.1 -3.5 -4.7 5.2

Bharti Inf rate l 215 175 Hold 39,683 13.5 17.8 16.3 15.9 12.0 13.2 4.6 4.7 4.5 21.2 18.1 19.4 17.2 24.4 23.3

V odafone Idea 9 UR UR 28,937 -5.1 -23.7 -5.4 NM NM NM 31.7 8.4 6.3 -5.0 -5.1 -3.3 NM NM NM

Sterlite Tech 136 95 Hold 5,491 14.0 10.8 8.5 9.8 12.7 16.0 6.4 7.0 7.5 29.7 27.8 20.9 28.7 33.0 25.1

Tata Comm 626 600 Hold 17,832 -2.9 -3.0 13.0 NM NM 48.3 9.7 8.2 7.7 5.9 5.4 7.8 9.4 127.7 -22.2

Se cto r  / 

C o m p an y

Ro E (%)EPS (|) P/E (x) EV /EBIT DA (x) Ro C E (%)M C ap  

(| C r )

T P (|)
C MP 

(|)

Ratin

g

 

Source: Company, ICICI Direct Research, Reuters 
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