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Oman’s telecom sector is characterised as duopolistic and intensely competitive.  
While growth has been robust driving mobile penetration levels to an estimated 
165%1 in 2012e, ARPUs have declined sharply.  Going forward growth in data 
subscribers, both fixed line and mobile, will determine operator fortunes.  Relative to 
the region data penetration remains low and Oman, has articulated a vision to invest 
in and expand its broadband capacity consequently improving penetration. 
 

Oman’s demographic comprising a largely young population (87% below the age of 
44) is supportive of sector growth, given their technological prowess and avid internet 
use. Further the aging of the nations demographic, and the accompanying rise in 
income levels coupled with investment in bandwidth will spur growth in the sector 
auguring well for the sustainability of telecom operators. 

 

Oman Telecommunications (Omantel), the country’s largest operator has, despite an 
intensely competitive environment in the mobile segment, succeeded in growing 
market share, improved broadband penetration and expanded wholesale revenues.  
With over c18 % of overall revenues emanating from the wholesale business over the 
last 5 years, Omantels earnings exhibit a defensiveness to the competitive mobile 
segment, which we believe investors have overlooked.   Our overweight rating of 
Omantel with a 12 month price target of RO 1.67 implies an upside of 14 % in addition 
to a dividend yield of 7%.  Omantel boasts ROEs’ in excess of 20% in the foreseeable 
future and operators with a similar return profile in the GCC trade at an unjustifiable 
premium to Omantel. 
 

Qatar Telecommunication controlled Oman Qatari Telecommunications (Nawras), a 
predominantly wireless operator, has lost market share and faced operational issues 
this year.  However, we are encouraged by Nawras’ prospects given its balance sheet 
and cost management to improve profitability, recognising the current competitive 
environment and believe any further cost reductions over the medium term will 
improve margins.  Present valuations imply historically low multiples and more than 
price in negatives witnessed in the company’s performance in the recent past.  
Consequently we factor in a payout of 60 %, implying a dividend yield of 7 % for 2012 
and rate the stock overweight with a target price of RO 0.57 per share implying an 
upside of 22% from current levels. 
 

 
  

                                                      
1
 Based on IMF population estimates 
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Industry Overview 
 

Oman’s telecom sector is characterised as duopolistic and intensely competitive.  While growth has been 
robust driving penetration levels to an estimated 165%2 in 2012e, ARPUs have declined sharply over the 
last six months.  Going forward growth in data subscribers, both fixed line and mobile, will determine 
operator fortunes.  Relative to the region data penetration remains low and Oman, has articulated a vision 
to invest in and expand its broadband capacity consequently improving penetration. 
 

Omans’ demographic is noteworthy of mention.  
Comprising a largely young population which 
tends to be more technologically savvy, and hence 
more supportive to sector growth, Oman’s youth 
are avid internet users. While data pertaining to 
penetration rates by age group are absent, it is 
widespread to find young Omanis with two mobile 
instruments aspiring to purchase a tablet or a 
similar gadget.  Further, an increase in Arabic 
language apps for smart phones to cater to 
approximately 360 million3 Arabic language 
speakers globally will be supportive. 

Source: Ministry of National Economy. 
 

Regulatory environment remains supportive 
 

Since its issuance, the Telecom Regulatory Act, has taken numerous steps to promote competition with a 
view to lower ARPUs’ rendering affordable voice services and increase the array of services available to 
retail and corporate customers.  The sector has witnessed success on this front.  In 2005, a mobile license 
was granted to Oman Qatari Telecommunications Company (‘Nawras’), ending the monopoly of state-run 
Oman Telecommunication Company (‘Omantel’). 
 

The TRA also licensed Mobile Virtual Network Operators (MVNOs’) or Mobile Resellers in 2008, who by 
acquiring capacity from network operators and targeting specific customer groups provide a precise value 
proposition that serves to enhance penetration.  FRiENDi Mobile, Samatel, Injaz International, Mazoon 
Mobile, Renna are 5 mobile resellers licensed by TRA in this respect. 
 

In recent weeks preceding this report, Oman’s (TRA) has named the PCCW-Awaser Oman Consortium as 
the winning bidder for a Class One licence to establish fixed line public telecom services in the Sultanate.4  
Given the low penetration rates in the fixed line segment, the introduction of a third operator is expected 
to induce growth in this segment. 
  

                                                      
2 Based on IMF estimates 
3 http://www.internetworldstats.com/stats19.htm 
4 http://www.awaseroman.com/; Class 1 License:  For the Establishment or operation of public telecommunications network, or international telecommunications 
infrastructure or offering public telecommunications services or international access services. The license shall be issued by a Royal Decree based on a proposal by the 
Minister after the approval of the Authority. The Minister shall raise his proposal within two weeks of the Authority's approval of the application. The Decree shall 
determine the duration of the license; the license shall not include any terms or conditions according to which a licensee is granted exclusive rights. 
 

http://www.awaseroman.com/
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Competitive overview 
 

Oman’s telecom sector is characterised as duopolistic and intensely competitive as penetration rates 
reach saturation.  While growth has been robust in the mobile segment driving penetration levels to an 
estimated 165% at the end of 2012e, ARPUs have declined sharply over the last six months.  Going 
forward growth in data subscribers, both fixed line and mobile, will determine operator fortunes.  Relative 
to the region, data penetration remains low and Oman, has articulated a vision to support telecom 
operators to invest in and expand its broadband capacity consequently improving penetration. 
 

  
Source: Ministry of National Economy, TRA             Source: Ministry of national Economy, TRA 

 

Mobile Segment 

Omans’ mobile penetration rates have been a 
resounding success, growing from 138 % to 165 % 
implying a CAGR of 10% in mobile subscribers since 
the end of 2009.  Present mobile penetration rates in 
Oman stand at approximately 165 %.  Since the 
introduction of MVNOs’, growth rates have improved 
and their market share in the prepaid segment stands 
at 12 % at 30 September 2012.  Significantly resellers 
have also had an impact on overall ARPUs with 
blended ARPUs’ falling to approximately RO 8.1 per 
month with subscribers increasingly being discerning 
about their packages.  Overall penetration rates have 
also climbed between 2008 and 2011 by 
approximately 40% with resellers accounting for a 

similar share of growth in the same period.  With penetration rates in Saudi Arabia and the UAE 
significantly higher for mobile users we project Oman will continue to grow its mobile subscriber base at 
c9% over the next two years.  However ARPUS will continue to decline veering towards GCC averages in 
more saturated markets of Saudi Arabia and UAE. 
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Fixedline Segment 
 

While fixed line penetration remains high at a 
household level, recent trends in fixed 
broadband usage have been promising and 
operators are confident the same will drive 
fixed line penetration going forward.  The 
recent award of a Fixed line license coupled 
with improving broadband penetration rates is 
expected to augur well for the segment going 
forward.  We estimate broadband growth will 
average 25 % in the fixed line segment over the 
next two years supporting overall broadband. 

Source: Ministry of national Economy, TRA 
 

Broadband Segment 
 

High mobile growth rates have been instrumental in driving broadband penetration over last two years.  
Mobile broadband growth and fixed broadband growth has averaged approximately 50% and 40% 
respectively over the last 3 years and ARPUs’ have held up impressively.  Going forward we estimate 
broadband growth to average 25% in the fixed segment and approximately 40% in the mobile segment 
over the next two years. 
 

  
Source: Ministry of national Economy, TRA                 Source: Ministry of national Economy, TRA 
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Omantel 
 

We rate Omantel as an overweight with a 12 month price target of Ro 1.67 implying an upside of 14 % in 
addition to a dividend yield of 6%.  Inspite of a intensely competitive environment in the mobile 
segment, Omantel has succeeded in growing market share, improving broadband revenues penetration 
and expanding wholesale revenues.  With over 18 % of overall revenues emanating from the wholesale 
business over the last 5 years, , Omantels’ earnings exhibit a defensiveness to the competitive mobile 
segment, which we believe investors have overlooked. 
 

Company Profile 
 

Government owned Oman Telecommunications SAOG (‘Omantel’) is the nations’ first telecommunication 
provider.  Apart from being the largest provider of mobile and fixed line wireless services to the populace, 
Omantel has been a beneficiary of Omans’ favourable geographical location and invested in a portfolio of 
submarine cable agreements linking various regions across the world which it has begun to monetise. 
Omantel also owns a 56.8% stake in Worldcall Telecom Limited (‘WTL’), a Pakistani telecom provider.  As 
at 30 September 2011, the Government of Oman owns 70 % of the outstanding shares in Omantel. 
 

  
Source: Omantel company presentation Source: Omantel company presentation 

 

Subsidiary and affiliate investments 
 

Omantels’ largest subsidiary Ms Worldcall Telecom Limited, is engaged in the provision of Wireless Local 
Loop, Long distance International Services (LDI) and payphone and cable television services.  In May 2008, 
Omantel acquired a 56.8% stake in WTL at a acquisition price of OMR 73.5 million (approximately USD 
28.3 million).  Regulatory issues have resulted in a strain on the subsidiaries earnings.  However, 
management believes that the issues faced by WTL are transient in nature and funding to the extent of 
USD 70 million in 2012 towards expansion of its network has been forthcoming.  This will enable world call 
to roll out infrastructure in Pakistan which inturn, will accelerate subscriber acquisition and consequently 
earnings growth at the subsidiary.  In addition, Omantel has investments in three affiliates, the most 
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significant being Oman Fibre Optic with a book value of RO 11.45 million.  The total value of Worldcall its 
subsidiary and affiliates represents 1 % of our valuation. 
 

Outlook 
 

Going forward we foresee Omantel retainainig market share given its expansive infrastructure in the 
mobile and fixed line businesses with revenue growth being driven by the underpenetrated broadband 
segment.  Further the company will continue to monetise investments made in international bandwidth 
adding an additional revenue stream to overall sales.  Within the Mobile segment, while pressure on 
ARPUs’ will remain in the prepaid segment the post-paid segment will witness lesser pricing pressure 
thereby maintaining the mobile segments business revenues, in our view.  We do not factor in any 
revenue growth from WTL given the uncertainty of its operations in Pakistan and believe the worst case is 
priced into the stock.  As such any improvements in WTL, expected in the second half of 2013 will serve as 
triggers, given the recent overhang on earnings due to its losses in Q3’12. 
 

Valuations 
 

Our DCF based valuation of Omantel, implies a price target of RO 1.67 implying a P/E of 10.7x, P/B of 2.11x 
and a EV/EBITDA of 6.5x on 2013 estimates.  We use a risk free rate of 4 %, a market risk premium of 7% 
and a long-term growth rate of 2% to arrive at a Weighted Average Cost of Capital of 10 %. 
 

Given Omantels’ outperformance of the market on YTD basis, largely on the back of market share gains, 
most investors might conclude that the stock is fully priced.  However, Omantels’ higher than average 
dividend yield relative to peers in the GCC, coupled with ROEs in excess of 20 % over the foreseeable 
future,  prompts us to approve of our target price, suggesting a P/B of 2.11x on 2013e. 
 

 
Source: OAB estimates, Bloomberg. 
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Valuation charts, Omantel* 
 

  
 

  
*- All charts are based on 1 year forward estimates.  
Source: Bloomberg, OAB estimates 
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Oman Qatari Telecommunications Company SAOG (‘Nawras’) 
 

We rate Nawras Overweight with an upside of 22 %.  We are encouraged by Nawras’ balance sheet and 
cost management to improve margins, recognising the current competitive environment and believe 
any cost reductions and over the medium term will support margins triggering the stock price.  Present 
valuations imply historically low multiples and price in negatives witnessed in the company’s 
performance in the recent past.  Further the company has succeeded in in growing cash flows improving 
its dividend outlook over the medium term.  Consequently we factor in a payout of 60 %, implying a 
dividend yield of 6.7 % and for 2012. 
 

Company Profile 
 

Oman Qatari Telecommunications Company SAOG (‘Nawras’), began operations in Oman in 2005 and 
listed on the Muscat Securities Market in October 2008 by offering 40 % of its shares to the public.  The 
Company is primarily engaged in the provision of mobile services in Oman.  Presently, Nawras is 55 % 
owned by Qatar Telecom (Qtel). 
 

  
 

Nawras launched its 2G and 3G services in March 2005 and December 2007 respectively and boasts over 
3,024 km of fibre optic infrastructure and with mobile voice coverage of 98 % and WIMAX based fixed 
broadband coverage of over 87 %.  Present mobile broadband coverage is limited to 53 % and is expected 
to improve gradually. 
 

Nawras’ international gateway has been operational since May 2010 and is expected to provide savings 
for international traffic and generate international whole sale revenues.  Further, a sea cable agreement 
with the Tata Group has been operational since November 2011 and is expected to witness increased 
revenue from international capacity and reduced international transmission costs. 
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Outlook 
 

In 2012, Nawras faced operational issues leading to higher network expenses coupled with market share 
losses as it commenced its transition from traditional voice to data related growth streams subsequent to 
its enabling capex for the same over the last few years.  Further, a change in its key equipment supplier is 
also nearing completion.  However, going forward we estimate that the worst in cost pressures are past 
Nawras as it reaps benefits from its international gateway operations to stabilise operating expenses.  
Further we are encouraged by the company’s expense management on its cost front reducing controllable 
general and administrative expenses by 18 % for the 9m12 over the similar period in the previous year, 
easing pressures on overall margins.  Overall debt levels also continue to diminish as we estimate Nawras 
will turn net cash positive in 2012e. 
 

  
 

Valuations 
 
Our valuation of Nawras, is DCF based with a price target of RO 0.57 implying a P/E of 11x, P/B of 1.9x and 
a EV/EBITDA of 5.1x on 2013 estimates.  Present valuations of the company imply near historical lows on 
almost all measures and the stock appears over sold, with limited downside.  Our target price of the stock 
implies a valuation largely at or below long term averages for key multiples.  We believe investors have 
overlooked the impact of the companys cost management efforts at the operational level and debt 
reduction impactful on overall interest expense.  We also note that operating margins have dipped below 
20 % only twice in the last 8 quarters (most recent dip in the 3Q’12 ~ 17%), averaging 23% over the same 
period and believe a turnaround in margins is close driven by lower operating expenses and improved 
revenues from improving broadband market share. Consequently we rate the stock Overweight with a 
possible upside of 22 %. 
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Valuation charts*, Nawras 
 

  
 

  
*- All charts are based on 1 year forward estimates.  
Source: Bloomberg, OAB estimates 
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Recommendation 
Based on the range for the upside/downside offered by the 12-month target price 
of a stock versus the current market price 

Strong Buy Greater than 20% 
Accumulate Between +10% and +20% 
Hold Between  +10% and -10% 
Reduce Between -10% and -20% 
Sell Lower than -20% 


