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Revenue suffers on weaker service revenue. 4Q11 revenue fell 8.1% 

YoY and 2.2% QoQ to EGP2.5bn, due to weak service revenues (down 

8.8% YoY and 3.6% QoQ). 2011 mobile revenues were impacted by 

severe competition, a significant contraction in tourism and the boycott 

campaign in July. Top line missed our estimate by 4%, owing to weaker-

than-expected blended ARPU of EGP24 (vs. EGP26 estimate).  

Roaming hit, but data and VAS strong. Roaming revenues were down 

sharply YoY, hit by lack of tourism. However, they recovered slightly 

QoQ. 4Q11 roaming revenues were down 25% YoY but up 4% QoQ. 

Data, VAS and broadband services (fixed and mobile) showed strong 

growth and partially compensated for the erosion in voice revenue.  

Adds recovery. Mobinil ended the year with 32.9m subscribers up 8.9% 

YoY and 4.2% QoQ, (90.5% deemed active). Mobinil promoted heavily 

to add 1.34m subscribers in 4Q11, (50% of 2011’s net adds) aiming to 

repair damage from the boycott campaign due to the “Twitter incident” 

earlier in the year. Special focus was given in 4Q11 to increasing active 

base, which was up 5% YoY and 4.6% QoQ, although it still only 

represents 90.6% of the total subscriber base, down from 2010's 94% 

(we believe this reflects the higher incidence of dual SIM holders). 

According management, Mobinil will be less aggressive in subscriber 

acquisition in 1H12. Further, given that Mobinil is now trailing Vodafone 

Egypt by c. 5ppt in market share, it may be time to concede the No.1 

slot for good and focus existing subscriber profitability. We expect total 

market subscriber growth of 15% in 2012, up from 24% in 2011, with 

penetration reaching 116% by year end. We forecast Mobinil’s market 

share to contract to 38% by end 2012, mainly losing to Etisalat. 
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 Market Price (EGP) 174.7 

 Fair Value (EGP) 103.4 

 Downside Risk (%) 41 

 Free Float (%) 29 

 Market Cap. (EGPm) 17,469 

 Market Cap. (USDm) 2,886 

 Reuters Code EMOB.CA 

 Bloomberg Code EMOB EY 

 

Year to  

31 December 
2010a 2011a 2012e 2013f 2014f 

Revenue (EGPm) 10,576 10,182 9,994 10,168 10,500 

Revenue (% Δ) 1,359 (253) 498 636 767 

EBITDA (EGPm) 4,304 3,258 3,531 3,883 4,104 

EBITDA Margin (%) 40.7 23.0 35.3 38.2 39.1 

EPS (EGP) 13.7 (2.5) 5.0 6.4 7.7 

EPS (% Δ) (27.5) nm nm 27.7 20.6 

P/E 12.8 nm 34.8 27.3 22.6 

P/FCF 6.7 25.0 10.2 10.7 7.8 

Yield (%) 7.1 nm 1.1 1.8 2.2 

ROE (%) 34.8 (7.7) 19.0 21.7 23.4 

Net debt/Equity (x) 1.6 2.2 2.0 1.2 1.0 

Int. Cov (x) 3.9 1.1 1.8 2.1 2.7 

Source: Company data, NAEEM estimates  

Closing price as of 26 February 2012 
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EMOB EGX30 Rebased

Price (EGP)

► Mobinil faces a continued tough operating environment. 

We see revenue contraction again in 2012, with blended 

ARPUs shrinking 13.5% and subscribers growing 10.6% 

► Now 5ppt in subscriber market share behind VFE, we expect 

Mobinil to concede the number one slot to VFE, while 

focusing on retention to avert churn to Etisalat Misr 

► France Telecom’s  offer to OTMT for Mobinil should go 

through (FT and Sawiris have learnt from previous rounds), 

thereby triggering a tender offer for Mobinil at 

EGP202.5/share 

► Mobinil shareholders should tender their shares, as the offer 

price is at a 95.8% premium to our new DCF-based fair value 

of 103.4/share and implies a 40x P/E on 2012 earnings 
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… but at a price. Dilution from aggressive subscriber acquisition and seasonality took their toll on 4Q11 ARPUs. Blended 

ARPU fell 17.2% YoY and 7.7% QoQ. Postpaid ARPU was down 8.6% YoY and 4.8% QoQ. Prepaid ARPU took a larger hit, 

down 16.7% YoY and 5.3% QoQ. We forecast respective 13% and 11% declines in pre- and postpaid ARPU in 2012, resulting 

in 13.5% decline in 2012’s blended ARPU. 

Margin pressure continues. 4Q11 EBITDA was down 45.6% YoY and 30.6% QoQ to EGP598bn, 7% below our estimate, 

impacted by: 

► Higher commercial expenses (used to defend customer base). SG&A expenses were up 56.9% YoY and 46.4% QoQ 

► The impact of different accounting treatment of employees bonuses (previously funded from profit share) 

EBITDA margin was down sharply to 23.6% from 39.8% in 4Q10 and 33.2% in 3Q11. We forecast a full year 2012 EBITDA 

margin of 35.3%, down from 32% for 2011. 

Exceptional items hurt bottom line. 4Q11 saw a net loss of EGP177m, down from 4Q10’s EGP342m net profit and 3Q11’s 

EGP10m loss. The bottom line was hit by: 

► Increased SG&A expenses, up 56.9% YoY and 46.4% QoQ 

► A spike in D&A charges in the quarter, up 17.7% YoY and 2.3% QoQ 

► Higher interest charges, up 32% YoY 

2011’s net loss was EGP253m, however, excluding exceptional items (i.e. the effect of higher corporate tax and the 

reallocation of employee bonuses), consolidated net income would have been EGP111m for 2011 (down 91.8% YoY). 

LDN promising. LINKdotNET remained a bright spot for Mobinil increasing its contribution to 4.2% of 2011’s consolidated 

revenues (5% in 4Q11). DSL subs were up 18.2% YoY and 6.6% QoQ. 4Q11 revenue was up 17.8% YoY and 6.3% QoQ. 

Capex catch-up. 4Q11 capex rose due to catch-up from earlier quarters. Total 2011 capex was EGP1,757m, down 8.9% YoY 

(excluding licenses and acquisitions). Management said 2012 capex would be higher than 2011, but gave no figure. We 

estimate EGP1.85bn. 

 

 

Figure 1: Roaming as % of service revenue and growth YoY  Figure 2: Mobinil’s quarterly capex charges and growth YoY 

 

  

 

Source: Company data, NAEEM Research  Source: Company data, NAEEM Research 
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Loss of market share, despite stronger 2H11 adds. 

Competitor VFE’s subscriber base stood at 36.36m at end-

December 2011, up 16.3% YoY. VFE had added c. 5.1m 

subscribers in 2011, beating Mobinil’s 2.7m adds. Mobinil 

continued to lose market share to Etisalat Misr in 2011, while 

VFE defended its market share successfully. Etisalat Misr 

increased its market share by 4.6pps year-to-November 2011 

(to 16.8%) and Mobinil lost 3.5pps (to 39.3%) while VFE held 

up well at 43.9%, losing only 1.1pps. 

Meet the new boss… Mobinil now has a completely new 

management team and initial impressions are good, however, 

we were surprised and a little disappointed (given Mobinil 

recent performance), when it said that a takeover by FT 

“would not change the way they approach the business”.  

Interconnection dispute with Telecom Egypt unresolved. Mobinil is in a long-running dispute with ETEL over 

interconnection rates. The case is currently in arbitration; however, there is no visibility as to when a resolution will come. In 

the meantime, Mobinil has not been providing for the higher charges. We estimate the contingent liability to be c. EGP600m. 

Should Mobinil lose the case then, in a worst case scenario, it may have to pay ETEL the total disputed amount, charge its 

p&l, as well as pay the higher charges going forward. However, should arbitration find in favor of Mobinil, there would be no 

financial effect, but its shares should respond favorably given the overhang would be lifted. 

Seeking International Gateway access. According to management, it is highly interested in obtaining an international 

gateway license under reasonable license terms (current terms would make it uneconomic for Mobinil) and has resumed 

discussions on this recently. We continue to believe that the international gateway issue and the interconnect dispute could 

be brought to the table to find a combined settlement that would be acceptable to both the mobile operators and Telecom 

Egypt. If Mobinil was successful to obtain a gateway license, a remaining question is how this would be funded. Mobinil 

currently has a net debt to equity ratio of 2.2x. 

We lower our DCF-fair value to 103.4/share. Based on the 4Q11 results, we have lower our forecast subscriber and ARPU 

expectations and trimmed margins, all resulting in a lowering of fundamental fair value to EGP103.7/share (from EGP114.7). 

Mobinil shareholders should accept the tender offer of EGP202.5/share from FT when presented, as it represents a 

very generous (95.8%) premium to our fair value and a 2012e P/E of over 40x. If the OTMT sale of its Mobinil stake to FT falls 

through, then there is significant downside risk (c. 40-50%) to Mobinil shares back to the EGP90-100 range. At Mobinil’s 

current price, the market is building in a c. 16% risk of deal failure. We think that France Telecom and Sawiris/Orascom have 

learnt from previous rounds of offers and the various set-backs, and this time should present the authorities (including the 

EFSA) with a fait accompli, therefore, we refrain from closing out our BUY call. Mobinil shares are up 81% since we upgrade 

to BUY in December, however, we are holding on for the remaining 15% upside. 

EMOB: 4Q11 Results Summary 
 

 
4Q11a 4Q10a 3Q11a YoY (Δ) QoQ (Δ) 2011 2010 YoY (Δ) 

Revenue (EGPm) 2,539 2,764 2,596 -8.1% -2.2% 10,182 10,576 -3.7% 

EBITDA (EGPm) 598 1,100 862 -45.6% -30.6% 3,258 4,304 -24.3% 

EBITDA margin (%) 23.6% 39.8% 33.2% -16.2pps -9.6pps 32.0% 40.7% -8.7pps 

Net profit (EGPm) -177 342 10 nm nm -253 1,359 nm 

Subscribers (m) 32.914 30.225 31.576 +8.9% +4.2% 32.914 30.225 +8.9% 

Blended ARPU (EGP) 24 29 26 -17.2% -7.7% 25 31 -19.4% 

Source: Company data, NAEEM Research 

Figure 3: Mobinil vs. VFE – ARPUs and MOUs 

 

Source: Company data, NAEEM Research 
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Disclosure Appendix 

Disclaimer 

This report is based on publicly available information. It is not intended as an offer to buy or sell, nor is it a solicitation of an offer to buy or sell 

the securities mentioned. The information and opinions in this report were prepared by the NAEEM Research Department (“NAEEM”) from 

sources it believed to be reliable at the time of publication. NAEEM accepts no liability or legal responsibility for losses or damages incurred 

from the use of this publication or its contents. NAEEM has the right to change opinions expressed in this report without prior notice. 

This research report (including all appendices) contains information that is intended to be conveyed only to the intended recipients, which 

insofar as the United Sates is concerned, are “major U.S. institutional investors” (i.e., U.S. institutional investors having total assets under 

management in excess of USD100 million, or investment advisers that are registered with the U.S. Securities and Exchange Commission and 

have total assets under management in excess of USD100 million). If the reader or recipient of this research report is not the intended recipient, 

please notify NAEEM immediately, and promptly destroy this research report without retaining any portion in any manner. The unauthorized 

use, dissemination, distribution or reproduction of this research report by any person other than the intended recipient is strictly prohibited. 

Analyst Certification  

The primary research analyst/analysts covering the company (or companies) mentioned in this report certify that their views about the company 

(or companies) and their securities are accurately expressed. Further, no part of their compensation, whether pecuniary or in-kind, was, is, or will 

be, directly or indirectly related to the recommendations or views expressed in this research report. Unless otherwise stated, individuals listed on 

the front cover/page of the report are the research analysts. 

Stock Ratings 

NAAEM believes that an investor’s decision to buy or sell a stock should depend on individual circumstances (including, but not limited to the 

investor’s existing holdings and financial standing) and other considerations. Different securities firms use a range of rating terms and rating 

systems to describe their recommendations. Investors should carefully read the definitions of the ratings used in each report. In addition, since 

NAEEM’s research reports contain complete information about the analyst’s views, investors should read NAEEM reports in their entirety, and 

not infer the contents from the ratings alone.  Ratings (and/or research) should not be relied upon as an investment advice. 

NAEEM assigns ratings to stocks on the following basis: 

Rating Upside/Downside potential 27 February 2012Rating distribution as of  

BUY >20% 59% 

ACCUMULATE >10% to 20% 19% 

HOLD +10% to -10% 22% 

REDUCE <-10% to -20%  0% 

SELL < -20%  0% 
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