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Muted quarter for telcos! 

We expect Reliance Jio (Jio) to lead subscriber addition with ~6.5 million 

(mn) net sub additions during Q4. Bharti Airtel (Airtel) is likely to add 

modest ~1 mn subscribers owing to SIM consolidation amid 2G base tariff 

hike. On the other hand, churn at Vodafone Idea (VIL) will continue with 

subscriber loss of ~4 mn. ARPU growth is expected to be muted across 

telcos as upgrades benefits will be offset by lower number of days in the 

quarter. We expect Jio, Airtel, VIL’s reported ARPU to be up 0.6%, 0.5%, 

1% QoQ at ~| 179, | 194, | 136, respectively. For Jio, revenues are 

expected at | 23455 crore, up 2% QoQ. Airtel’s India wireless revenue is 

expected to witness 1.3% QoQ growth at | 19,606 crore. For Vodafone 

Idea, we expect overall revenues to be down ~1% QoQ at | 10,519 crore. 

Higher network opex to keep margins under check 

The network opex for top two telcos will go up with 5G rollout. Airtel India 

EBITDA margins are expected at 52.7%, flat QoQ, given the higher network 

opex on 5G rollout. Overall consolidated margins are expected at 51.1%, 

down 40 bps QoQ, owing to weak Africa margins. We expect PAT at | 2440 

crore for Airtel. For Jio, we expect EBITDA margins at 51.6%, down 60 bps 

QoQ due to higher network expenses on account of 5G and net profit at  

| 4510 crore. For Vodafone Idea, we expect margins at 38.7%, down 70 bps 

QoQ. The company is expected to post a net loss of | 7960 crore. 

Tata Communications’ cost normalisation to impact margins 

For Tata Communications, we expect revenue growth recovery albeit 

normalising of costs is expected to lead to margin decline QoQ and YoY. 

Data revenue is expected to grow 2% QoQ (up ~11% YoY) at | 3664 crore. 

Overall revenue is expected to grow 1.8% QoQ (~8.1% YoY) at | 4609 

crore. Data segment margins are expected at 26.5% (flattish QoQ). Overall 

margins are expected at 23.1%, down 70 bps QoQ, down 140 bps YoY, 

given the normalisation of costs. 

Margin recovery to continue for Sterlite Tech 

For Sterlite Tech (Sterlite), we bake in revenues at | 1852 crore, up ~17% 

YoY and down 1.6% QoQ. Sequential decline will be owing to lower 

services revenues. Consolidated EBITDA is expected to grow 6.7% QoQ at 

| 259 crore while EBITDA margins for the quarter are expected to increase 

110 bps QOQ to 14%. 

Exhibit 1: Estimates for Q4FY23E: (Telecom)                                                 (| crore) 

Revenue EBITDA PAT

Q4FY23E YoY QoQ Q4FY23E YoY QoQ Q4FY23E YoY QoQ

Bharti Airtel 35,946.1 14.1 0.4 18,370.3 14.5 -0.4 2,440.4 21.5 53.7

Vodafone Idea 10,519.1 2.7 -1.0 4,072.0 -12.4 -2.6 -7,960.2 NA NA

Jio 23,455.3 12.2 2.0 12,111.5 15.2 0.9 4,510.0 8.1 -2.8

Sterlite Technologies 1,851.6 17.0 -1.6 259.2 184.9 6.7 75.0 LP 49.9

Tata Comm 4,608.8 8.1 1.8 1,065.3 1.9 -1.1 330.1 -9.6 -16.2

Total 76,380.9 11.5 0.7 35,878.3 11.0 -0.2 -604.9 NA NA

Company

 Change (% ) Change (% )  Change (% )

 

Source: Company, ICICI Direct Research  
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Exhibit 2: Company Specific view - Telecom 

Company Remarks

Bharti Airtel 

The reported ARPU is likely to be muted (up 0.5% QoQ) at | 194 with the benefit of

subscriber mix, 2G customer tariff hike being offset by lower number of days during the

quarter. We expect modest addition of ~1 mn subs with SIM consolidation restricting

subscriber addition. Indian wireless revenues are expected to see 1.3% QoQ growth at |

19,606 crore. India non-wireless revenues traction is expected to remain robust especially

broadband and enterprise. Africa is likely to witness revenue decline of 2.6% QoQ to | 10,797

crore, owing to seasonality and currency impact. Consolidated reported revenues are

expected to be muted (up 0.4% QoQ) at | 35946 crore. We expect India EBITDA margins at

52.7%, flat QoQ, given the higher network opex on 5G rollout. Overall consolidated margins

are expected at 51.1%, down 40 bps QoQ, owing to weak Africa margins. We expect PAT at

| 2440 crore. Key monitorable : Commentary on ARPU trajectory and non wireless

business

Vodafone Idea

We build in monthly ARPU growth of ~1% QoQ at | 136. We expect churn for Vodafone

Idea to remain elevated, with ~4 million customer exits likely in Q4. We expect overall

revenues to be down 1% QoQ at | 10,519 crore. EBITDA at | 4072 crore is expected to be

down 2.6% QoQ owing to negative operating leverage. Reported margins are expected at

38.7%, down 70 bps QoQ. The company is expected to post a net loss of | 7960 crore. Key 

monitorable : Fund raise, 5G launch plan,  capex commentary, ARPU trajectory ahead

Sterlite Tech

We bake in revenues at | 1852 crore, up ~17% YoY and down 1.6% QoQ. Sequential decline

will be owing to lower services revenues. Consolidated EBITDA is expected to grow 6.7%

QoQ at | 259 crore while EBITDA margins for the quarter are expected to increase 110 bps

QOQ to 14%. Reported PAT is expected at | 75 crore vs. loss in the base quarter. Key 

monitorable : Management commentary on overall demand & ramp-up of optical connect

business

Tata Comm

For Tata Communications (TCom), we expect revenue growth recovery to continue albeit

normalising of costs will keep margins under pressure QoQ and YoY. The data revenue is

expected to grow 2% QoQ (up ~11% YoY) at | 3664 crore. Voice revenues would continue to

remain weak, down ~2.2% QoQ (~7.8 % YoY decline) at | 495 crore. Overall revenue is

expected to grow 1.8% QoQ (~8.1% YoY) at | 4609 crore. Data segment margins are

expected at 26.5% (flattish QoQ). Overall margins are expected at 23.1%, down 70 bps QoQ

and down 140 bps YoY, given the normalisation of costs. Key monitorable : Growth

outlook commentary

Jio

Reliance Jio (Jio), will lead sub addition with ~6.5 mn net sub additions during Q4. The

monthly ARPU, like peers, is expected to witness modest growth amid lower number of

days, at ~0.6% QoQ at | 179. Overall revenues are expected at | 23455 crore, up 2% QoQ.

EBITDA, at | 12,112 crore, is likely to grow 0.9% QoQ. Overall EBITDA margins are expected

at 51.6%, down 60 bps QoQ due to higher network expenses on account of 5G and net profit

at | 4510 crore. Key monitorable : Commentary on ARPU trajectory, Jio Fiber

 

Source: Company, ICICI Direct Research 

 

 

 

Exhibit 3: Telecom Coverage Universe 

FY22E FY23E FY24E FY22E FY23E FY24E FY22E FY23E FY24E FY22E FY23E FY24E FY22E FY23E FY24E

Bharti Airtel 766 920 Buy 4,50,709 8.1 14.5 29.4 94.3 52.8 26.0 10.5 8.7 7.5 9.1 12.3 14.9 4.3 11.1 17.2

Vodafone Idea 6 UR UR 30,158 -8.8 -7.9 -7.0 NM NM NM 13.5 12.7 9.9 -5.0 -3.2 0.5 NM NM NM

Sterlite Tech 158 220 Buy 6,284 1.6 4.0 12.1 101.4 39.3 7.7 17.0 10.4 27.8 12.9 5.7 33.0 14.0 2.0 0.4

Tata Comm 1,260 1,290 Hold 35,910 52.0 63.7 56.5 24.2 19.8 22.3 10.1 9.5 8.6 26.5 27.1 28.0 159.3 85.3 54.8

RoE (% )Sector / 

Company

M Cap (| 

Cr)
TP (|)CMP (|) Rating

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

 

Source: Company, ICICI Direct Research, Reuters 
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RATING RATIONALE 

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to its 

stocks according to their notional target price vs. current market price and then categorizes them as Buy, 

Hold, Reduce and Sell. The performance horizon is two years unless specified and the notional target price is 

defined as the analysts' valuation for a stock 

Buy: >15%  

Hold: -5% to 15%; 

Reduce: -15% to -5%; 

Sell: <-15% 
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