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Muted rmgtone. Telecom revenue SllpS for 3rd straightyearin FY19

tButanaIysts expect FY20to fare better as costs will stabilise

nOMITAMAIIlMDAR
fimbai, 25March

_Thetelecomsector will witnessthe third
consecutive yearof revenue declinedespite
consolidationintheindustry. Thisisbecause
operators continueto faceintense pricmg

. pressure.

Theindustryasa whole has not managed to

. -raiseaverage revenue peruser (ARPU) to

sustamable levels and the capex: and debt
“ihlrd

5

alysts expect the sector s reVenue to dip by

EY th previousyear, while
reciatdon, taXand
ddechne by* around |

18 per cent. Ebitda isan indicator ofacompany’s
operatingprofitability. This, iowever, isbetter
than FY18 when the sector had witnessed a1l per
centrevenue diptoZ2.1trillion and an18 per cent
dipin Ebitda. FY17, too, had seen 11 per cent drop
in revenue, while the Ebitda decline was around
7 pet cent.

‘RatingagencyICRA, however, expects minor
improvements with revenues estimated to grow
by 6 per cent and Ebitda by 20 per cent in FY20.

. Howevet, these come offalower base and will

still be significantly lower thanthe peak of FY16.'

i ,Atthecurrentsubscrlberlevel thelndustry o

ARPUwould have to improve from {116 (per "

month)inFY18to¥155forthe industrym achlevé i
- FY16 revenues levels(assummg nori-mobi!
h frevenues remajnthesame), noted Motﬂa} OSWaI

analyst Gautam Duggad.
HaIShJagnam,secmrhead&vme-president,

\corporatet ings, ICRA, noted that, “Based onQ3

‘trerids, the declinein ARPU has been arrested and

theincumbent operatorsare lookingfor triggers
forupward movement, with some operators
implementing minimum recharge plans. FY20
canwitnessthe benefitsof higher datausage, and
atelatively more consolidated and stable
industry structure resulting in some pricing
discjpline.”

Thételcos, however, have planned
deleveraginginitiatives tothe tune of around
90,000 crore tol trillion. However, pressuteon

‘| cashflow generation of the sector, inadditionto

~ need for continued capex, haskept the debt levels
elevated, estimated to be at¥4.75lakh crore by
March2019, ICRA noted.
Motilal Oswal noted ina recent report that

it deleverage the balance sheet significantly,
“VodafoneIdea’sestimated annual capex

requirement and interest burden of over320,000
.

)

unlike Bharti’s fund raising plans, which willhelp

crore mFYZlmaynotbefu]ﬁlled evenwn:han

optimistic Ebitda of 12,600 crore.

Thus, withoutan ARPU increase, it may need
another round of fund raising tosurvive. But,
giventhe cash flowand capex requirements for
telcos and the current price plans offered, there
existsahuge opportunity toincrease ARPU,

“Thereisahugegapbetweenthe product '
capability of Vodafone Idea and Reliance Jiodue
tounderinvestment inthe former’s network. This
could reduceoverthe next12 monthsas Vodafone
Ideahas aggressive capex plansto bridge thegap
and provide robust 4G coverage,” Duggad noted.

Accordingtothelatest TRAIsubscriptiondata
(January2019), Bharti Airteland Vodafone Idea
lost10.8 million active subscribers, potentially on
accountofimplementation of the minimum
ARPU plans while Reliance Jio's activesubscriber
additjon slowed t06.3 million.



