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[bookmark: _Toc9422046]Executive Summary

This is an internship report which is a result of my three months’ work experience at the research department of UCB Capital Management Ltd. UCB Capital Management Ltd is one of the stock broker company in Bangladesh which is a subsidiary of United Commercial Bank (UCB) Limited.
The report is title as “Determination of Value of a Public Limited Company: A Case Study of Grameenphone Limited”. During my internship period I have learnt many things like how to prepare daily and weekly DSE market report, weekly NAV of mutual funds, yearly & monthly changes in earning per share and my supervisor helped me developing the valuation model. 
This report comprises four chapters. The first chapter is an Introduction to the report which consists of Introduction, Origin of the report, Objectives of the report, Scope of the Report, Methodology of the report, Sources of Data, Limitations of the report.
Second chapter consists of industry overview, company overview and business overview of GP. The industry overview includes the description of telecom industry which is done through PESTEL analysis. The company overview includes a short description of GP and a short business description of GP is given in the business overview.
In the third chapter, how valuation of GP is done, is described. Also some financial ratio of GP has been analyzed. The valuation of GP has been done on the basis of assumption. Three valuation method has been used: DCF valuation method, P/E multiple method, and EV/ EBITDA Multiple method. More weight given on DCF valuation method. The ratio analysis has been done taking data from 2013 to 2017 and from the forecasted year’s data 2018E to 2022E. After the valuation a target price of GP’s share for December 2019 has been recommended. And the forecasted share price of GP in December 2019 is BDT 444.75
Finally, in the last chapter of the report some concluding opinion is given through conclusion and some sources of references are given from where I have taken the information.  From my perspective GP is currently undervalued, so I recommend that buying GP’s share now would be beneficial. I expect that in the future the share price of GP may rise.


[bookmark: _Toc9422047]Chapter one:
Introduction


1.1 [bookmark: _Toc9422048]Introduction to the internship report

The internship report is a requirement of the Bachelor of Business Administration course program in business School of United International University. The primary goal of the report is to provide the student an on-the-job exposure and an opportunity for translation of theoretical concepts to the real business situations.
1.2 [bookmark: _Toc9422049]Origin of the report 
The report is made after completing the 3 months internship and the experienced that I gathered from the research department of UCB Capital Management Ltd. During my internship period my supervisor Anika Mafiz, helped me to prepare the valuation model of Grameenphone and helped me to prepare the report which was assigned by Muhammad Enamul Haque sir, Assistant Professor of United International University. 

[bookmark: _Toc9422050]1.3 Objectives of the report: 
Main objective: The main objective of the report is to obtain experience from the research team and how they work. To prepare a valuation report, as the research team also make the equity reports for their clients.

Specific objectives: 
· [image: ]To study the overview of the telecom industry.
· [image: ]To find out the strategy in terms of valuation model
· [image: ]To find out the strategy in terms of Liquidity, Risk, profit, Asset management of GP
· [image: ][image: ]To analyze the model and recommend a target price of GP 
· To measure the financial performance of GP by ratio analysis 

[bookmark: _Toc9422051]1.4 Scope of the Report 
This report has been conducted to know how to make a valuation model of a company concerning all the finance performance and financial conditions from different point of view. But, as Grameenphone is a large Organization. So, it was unattainable to work on the whole financial condition from the beginning of the organization at a time. As a result, I have chosen only 2013 to 2017 annual reports to do this analysis and prepare the model on the basis of some assumptions.

[bookmark: _Toc9422052]1.5 Methodology of the report
To prepare the report first of all an in-depth study has been done on the telecom industry of Bangladesh, then also on the economy of Bangladesh. A study has also been done on the business model of Grammeenphone. All the information regarding Grameenphone and telecom industry is collected as much as possible upto March 2019. Based on the collected information and past five years (2013-2017) annual reports data a valuation model of Grameenphone is developed.  Finally on basis of the valuation model this report has been prepared.
The below sources are used to collect the data for preparing the report:
1. Internet.
2. Newspapers
3. Equity Report
4. Text Books
5. Lecture Sheets and Slides
6. Annual Report of GP
7. Microsoft Excel
8. Microsoft Word


[bookmark: _Toc9422053]1.6 Sources of Data
This report has been prepared by collecting information from various applicable sources. As it was not possible to visit the corporate office of Grameenphone in person so, from secondary sources the actual information which are provided and used in this report was collected as much as possible. Secondary data has been collected from annual and audited financial reports of 2013 to 2017, newspapers, journals, equity reports and research papers.

[bookmark: _Toc9422054]1.7 Limitation of the Report

While conducting this study following limitations are encountered: 

· Data were not fully available
· Difficult to ensure the accuracy of the entire report.
· It was hard to identify the exact reason of the variations.
· Confront difficulties because of the sudden changes in Telecom industry of Bangladesh.


[bookmark: _Toc9422055]Chapter Two:



· Telecommunication Industry Overview
· Company Overview
· Business Overview


Grameenphone the market Leader of Telecom Industry of Bangladesh is the subsidiary of Telenor Mobile Communications AS and the eventual parent is Telenor ASA, Norway. GP is currently asserted as operator with Significant Market Power. A large portion of revenue will come the Data because of the 4G connection.  
· [bookmark: _Toc9422056]Industry Overview:
Political factors: Political unrest may affect to conduct business in a proper way. The political intervention also affect the telecommunication industry. Because of the 11th general election of all the telecom operators have to block 3G and 4G data services across the country as BTRC ordered them to do so. In December, 2018 the digital services saw a drop in their businesses. Both the data and voice usage dropped. Facebook usage dropped by 30 percent, all the telecom operator’s revenue decreased by 5-7 % and the selling of handsets decreased by 30 to 40 percent in December, 2018. 
Economic factors:  Bangladesh stands fifth in Asia and ninth in globe largest in mobile market because of the rapid growth of Bangladesh’s mobile industry according to GSMA. The number of Smart phone Penetration are increasing day by day. The increasing number of Mobile Phone subscription is also a positive indicator of the economic growth. In 2016 the number of subscribe dropped because of the bio-metric registration of SIMs, a process which is a leading expansion of telecom industry in Bangladesh. Grameenphone performed better than other operator because 97 percent of its subscriber re-register through this process. According to GSMA there will be 190 million mobile phone subscriber in Bangladesh by 2025. The number of the mobile phone subscription is growing along with the population growth. In 2017, the mobile phone subscriber was 88 percent and internet subscriber was 46 percent of the total population. Among the operators Grameenphone is capturing a huge number of subscriber almost 45 percent of total market share. Fulfilling the last seven years demand of all the trade bodies of digital service the government has reduced the value added tax from 15 percent to 5 percent in June 2018. And the internet usage will be higher and less costly as value added tax (vat) decreased. The positive growth in foreign direct investment will boost telecom industry of Bangladesh. The net inflows of FDI in Bangladesh in fiscal years 2015, 2016, 2017, 2018 were respectively 1.83, 2, 2.45, 2.58 billion dollars. In 2017, the telecommunication industry received the maximum foreign direct investment among the other sectors which was about 594 million dollars.
Social factors: The percentage of young (19.36%) and middle age (39.73%) people is high in Bangladesh, which shows that the usage of internet and mobile phone is also higher. In 2018, the urban people was 36.5 percent of the total population of Bangladesh with a growth of 2.24 percent from the previous year. This shows an escalation in urbanization and digitalization. Grameenphone’s 34.2 percent shareholder, Grameen Telecom edict that rural people should have easy access to GSM cellular services. Which is also increasing the use of mobile phones in rural area. 
Technological factors: In 2013, the telecom operators got the 3G licenses, which increases the speed of data services. And in 2018, the operators got the 4G/LTE licenses which will accelerate the growth in telecom industry.  The number of the 4G customers are growing slowly because of the high prices of the 4G devices. After launching 4G/LTE services, on its eight month Grameenphone successfully able to earn 5 million 4G subscribers and become the first among the other operator on gaining 4G subscribers. By participating on the 4G auction the two operator Grameenphone obtained 5 MHz in 1800 band and Banglalink obtained 5 MHz in 2100 band and [image: ]5.6 MHz in 1800 band. After acquiring MHz, Grameenphone has now 37 MHz of which 7.4 MHz in 900 band, 19.6 MHz in 1800 band and 10 MHz in 2100 band. Because of the Government vision of making Digital Bangladesh in 2021, telecommunication industry will thrive rapidly. Government now thinking of to bring 5G between 2020 and 2030. And it will robustly increase the speed of the data services. Grameenphone may have to increase its spectrum if 5G come because Grameenphone’s customers currently facing huge call drops from 2018.
Environmental factors: For providing uninterrupted voice and data services to its customers, Grameenphone inaugurated the renewable power project in 2007 thus accord with the power crisis in Bangladesh. Now 1200 base station sites of Grameenphone are running on solar power.
Legal Factors: Grameenphone is declared as an SMP (capturing more than 40 percent of the market share) operator, this will restrict GP from availing any unique deal with goods and service providers. Government takes 50 percent of the telecom sector’s revenue as tax from the telecommunication industry. Bangladesh Telecommunication Regulatory Commission has formed a new rule that mobile operators have to offer voice and data packages with 3 days validity. This may hamper a little in the revenue which would come from the offer with less than 3 days. Because of the MNP (Mobile Phone Portability), a service through which customer can change their mobile operator without changing their mobile number, GP may lose its current customers and may get new customers. From a news (Feb 14, 2019, The Daily Star), GP has lost 62,317 customer and received only 12,346 customers from its competitor using MNP service. Government also make the MNP service tax free. Now people don’t have to pay taxes for the new SIM connections, only have to pay a service charge of TK 57. BTRC also introduced a new uniform call rate TK 0.45 per minute which has been effective from 15 August 2018. Which means the on-net (same operator-same operator) and off-net (other operator-other operator) call rate will be same. GP’s 90 percent of the revenue come from the on-net calls which was TK .42 per minute previously, so this new call rate will increase GP’s revenue.
· [bookmark: _Toc9422057]Company Overview:
Grameenphone, a public limited company is the prominent telecommunication service provider in Bangladesh. Grameenphone started its journey as a private limited company and on 25th June, 2007 it converted to a public limited company. On 11th November, 2009 it listed on Dhaka and Chittagong Stock Exchanges. It is dominating the telecommunication industry by capturing 45 percent (2017) of the market share. In 1997, Grameenphone started its operation in Bangladesh. Grameenphone is the subsidiary of Telenor Mobile Communications AS and the eventual parent is Telenor ASA, Norway. In Bangladesh GSM technology was first originated by Grameenphone and for the coverage of 99 percent of Bangladesh, it created the first cellular network.
· Petter Boerre Furberg is the Chairman of Grameenphone.
· Michael Patrick Foley is the Chief Executive Officer of Grameenphone.
· Yasir Azman is the Deputy CEO & Chief Marketing Officer of Grameenphone.
· Karl Erik Broten is the Chief Financial Officer of Grameenphone.
Telenor Mobile Communications AS, incorporated in Norway holds 55.80 percent of Grameenphone’s share. Grameen Telecom holds 34.20 percent of Grameenphone’s share and public holds 10 percent of Grameenphone’s share. The shareholding percentage of Grameenphone’s shares on December, 2017: Sponsor/Director: 90%, Government: 0%, Institutions: 4.55%, Foreign: 3.42% and Public: 2.03%.
· [bookmark: _Toc9422058]Business Overview: 
Grameenphone functions as a digital communication operator having 7.4 MHz in 900 band, 19.6 MHz in 1800 band and 10 MHz in 2100 band. Grameenphone’s network has now reached 99.5 percent of this country’s population and 92.6 percent of 3G population. From the beginning it has invested more than 313 billion taka to constitute the network infrastructure. Both the rural and urban customer receives its service. GP offers different types of products and digital services to its customers through its voice, data, value added services and roaming services.
Increasing number of subscribers: The growing number of subscription to GP’s network, accelerating the growth of GP’s revenue. Among the operators GP has the largest number of subscriber. In 2017, the number of GP’s subscriber was 65.327 million which 45 percent of the market share was. In 2016, the number of GP’s subscriber was 57.954 million. GP is the market leader in the telecom industry in term of subscribers and in term of revenue from voice and data. After the merger of Robi and Airtel in 2016, Robi become the second largest telecom operator in telecom industry. From 65.327 million subscriber, the data subscriber of Grameenphone was 31.2 million in 2017 which was 24.5 million in 2016.
[image: ]Increasing number of 2G and 3G sites also improving the network coverage thus increasing the revenue. In 2017, GP has 12,994 2G sites and 12,332 3G sites. Acquisition of 4G license and spectrum will also increases the revenue. If 5G come in Bangladesh between 2020 & 2030 and if GP acquire 5G license and increase spectrum then the revenue of GP will also increase rapidly.
Different types of product and service offerings also a reason for higher revenue of GP. 


SWOT analysis of Grameenphone:
Strength: 
· Highest market share  
· High network coverage
· High dividend payout ratio
· Only operator which has maximum coverage in rural area
· Only operator which has international roaming service
· Attractive product & service offerings
· Benefitted from unique call rate
Weakness:
· Because of the SMP declaration may face many restrictions
· Increasing number of call drops
· High tax burden
Opportunities:
· Increasing growth of the economy
·  Increasing number of subscriber
· Rapid growth of telecom industry
· Advancement of IT and technology of Bangladesh and vision of 2021
· Adaption of 5G in 2020 will increase revenue
Threats:
· Because of the MNP service customers can easily switch to another operator
· Restriction of government
· Volatility of foreign currency and increase of LIBOR rate.
· Merger of Robi-Airtel
· Possibility of the second largest spectrum holder Robi to be enlisted in dse


[bookmark: _Toc9422059]Chapter Three: 
[bookmark: _Toc9422060]Valuation & Ratio Analysis of Grameenphone

For valuation three Valuation methods are used:
1. Discounted Cash Flow valuation method: For this method I first forecasted the revenue of GP, secondly the operating expenses, thirdly Loans & Borrowings and Financial Leases and fourthly Capital Expenditures, Depreciation & amortization of GP for 2018 to 2022. And then finally Beta and the WACC for GP has been calculated. Free cash Flow to the Firm (FCFF) has been forecasted by using this method:
FCFF = Earnings before interest & tax*(1-tax rate) + Depreciation & Amortization - Capital expenditure - Change in Net working Capital

2. P/E Multiple method: For this method, P/E multiple of some company has to take then the median P/E multiple of all the company is assumed to be the P/E multiple indicator for the valuation of a company. 

3. EV/EBITDA method: For this method, EV/EBITDA multiple of some company has to take then the median EV/EBITDA multiple of all the company is assumed to be the EV/EBITDA multiple indicator for the valuation of a company.



1. [bookmark: _Toc9422061]Discounted Cash Flow (DCF) valuation method:
· Revenue:
Grameenphone’s revenue comes from Mobile Communication: Voice Traffic, Data & VAS, Interconnection; Customer Equipment; and Other revenue. Huge number of revenue comes from the voice and data. In 2017 the growth in its revenue was 11.8 percent. After adaption of 3G, revenue from the data segment is increasing. Revenues from VAS, interconnection and customer equipment are decreasing. Revenue from interconnection is decreasing because of the lower international incoming minutes. Revenue from voice is also decreasing and in the future revenue from the voice segment may decrease and revenue from data segment may increase. A large portion of the revenue may come from the data segment. I assume that the total voice subscriber CARG of Bangladesh will be 3 percent from 2018 to 2022 on the basis of GSMA’s report. 

For determining the Revenue, first of all the population growth of Bangladesh has been forecasted based on the historical data. It is assumed that population growth for the next five years will be 1.03%, 1.02%, 1.00%, .99% and .98% respectively. In 2017 the Voice Penetration of Bangladesh was 88.04% which is calculated by dividing the total voice subscriber 145 million with the total population 164.70 million. This Voice Penetration CARG is 3% from 2018 to 2022 as per assumption. Of the total voice subscriber GP hold 45 percent subscriber and because of the SMP restriction GP’s market share may not increase more. I assumed that the voice subscriber of GP will be 46% in 2018 & 2019 and 47% in 2020, 2021, 2022 of the total voice subscriber. In 2017 the data subscriber of GP was 31.20 million of the voice subscriber of GP. I assume that the data subscriber growth from 2018 to 2022 will be 16.70%, 20%, 15%, 19% and 12% respectively. In 2019 and 2021 data subscriber growth may increase because of the 4G and if GP adapt 5G in 2020.
	Revenue Contribution

	 
	2013
	2014
	2015
	2016
	2017
	2018E
	2019E
	2020E
	2021E
	2022E

	Voice Traffic
	80.70%
	77.80%
	73.30%
	70.50%
	68.40%
	68.24%
	67.59%
	66.62%
	64.65%
	63.89%

	Interconnection
	10.80%
	10.80%
	10.60%
	8.40%
	7.00%
	6.00%
	5.00%
	4.50%
	4.00%
	3.00%

	Data and VAS
	8.50%
	11.40%
	16.20%
	21.10%
	24.60%
	25.76%
	27.41%
	28.88%
	31.35%
	33.11%

	Customer Equipment
	1.94%
	2.04%
	1.96%
	2.40%
	1.93%
	0.02%
	0.02%
	0.02%
	0.02%
	0.02%

	Other Revenue
	1.87%
	2.05%
	2.19%
	2.11%
	1.75%
	0.13%
	0.13%
	0.13%
	0.13%
	0.13%



Because of the unique call rate GP’s voice revenue per user will increase. The voice revenue per user for 2018 is determined by dividing the total voice revenue of GP in 2017 with total voice subscriber of GP of 2017, then monthly voice ARPU of (Average revenue per user) has been determined. Then monthly Voice ARPU per minute (TK 0.42) has been calculated by dividing the monthly voice ARPU with the monthly Average minutes per user of 2017. Because of the new uniform call rate TK 0.45 per minute which is increased by 6.64% that is effective from 15 August 2018, the monthly Voice ARPU will increase by 6.64% from 15 August 2018. The voice revenue per user which was 1296.68 (annually) in 2017, will be 1328.64 in 2018 and 1382.4 from 2019. Data revenue per user of GP has also been calculated by dividing the total data revenue with total data subscriber of 2017. This Data revenue per user has been assumed to be constant from 2018 to 2022. VAS Revenue per user has been calculated by dividing the VAS revenue with the voice subscriber of 2017 and it is assumed to be constant from 2018 to 2022.
From the total revenue, revenue from Mobile Communication is assumed to be 99.856% from 2018 to 2022 based on previous data. Revenue from Interconnection of the revenue from Mobile Communication is assumed to be 6%, 5%, 4.5%. 4 % and 3% from 2018 to 2022 respectively. Revenue from Customer Equipment and Other are assumed to be 0.02% and .13% of the total revenue.
· Operating expenses: 
GP’s operating expenses include cost of material and traffic charges, Salaries and personnel cost, Operation and maintenance cost, Sales, marketing and commissions cost, Revenue sharing, spectrum charges and license fees, Other operating (expenses)/income and Depreciation and amortization.
	Operating Expenses percentage of Revenue

	 
	2013
	2014
	2015
	2016
	2017
	2018E
	2019E
	2020E
	2021E
	2022E

	Operating expenses
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Cost of material and traffic charges
	8.7%
	9.3%
	10.2%
	9.3%
	8.0%
	5.5%
	5.5%
	5.5%
	5.5%
	5.5%

	Salaries and personnel cost
	7.3%
	6.3%
	6.1%
	7.2%
	6.9%
	6.8%
	6.8%
	6.8%
	6.8%
	6.8%

	Operation and maintenance
	5.2%
	4.9%
	4.2%
	3.3%
	3.1%
	4.2%
	4.2%
	4.2%
	4.2%
	4.2%

	Sales, marketing and commissions
	15.0%
	12.9%
	12.3%
	10.9%
	8.8%
	10.1%
	10.1%
	10.1%
	10.1%
	10.1%

	Revenue sharing, spectrum charges and license fees
	7.8%
	7.9%
	7.9%
	7.8%
	7.6%
	7.8%
	7.8%
	7.8%
	7.8%
	7.8%

	Other operating (expenses)/income, net
	5.8%
	5.6%
	5.8%
	7.1%
	8.5%
	6.6%
	6.6%
	6.6%
	6.6%
	6.6%

	Depreciation and amortization
	15.9%
	17.2%
	18.1%
	18.3%
	18.2%
	14.6%
	13.6%
	12.8%
	13.8%
	13.7%

	Total Operating expenses
	65.6%
	64.1%
	64.7%
	63.8%
	61.1%
	55.6%
	54.5%
	53.7%
	54.7%
	54.6%



Initially to calculate the operating expenses, except from the depreciation and amortization expense each of the operating expenses from 2013 to 2017 are expressed as the percentage of revenue. Then the average of each of the operating expenses of past five years are assumed as the operating expenses for the next five years and the percentages will be the percentage of the revenue. Government reduces VAT from 15 percent to 5 percent, so it is assumed that cost of material and traffic charges may decrease. It is assumed that it will 5.5 percent of the revenue. 
Asset Management of GP: 
It is assumed that receivables turnover ratio of GP may increase, as from the trend line the ratio is increasing from 2013 to 2017. This reveals that GP is efficient to collect its trade receivables. And it can be seen that the Days Sales Outstanding ratio from 2013 to 2017 is also decreasing which shows that GP take less time to collect its trade receivables or customers are paying quickly.  Then the receivables turnover ratio and Days Sales Outstanding ratio of 2017 are assumed to be the ratios of 2018 to 2022.
The total asset turnover ratio of GP is increasing from 2013 to 2017, it means that GP generates revenue through its efficient management of the assets. The PPE turnover ratio shows that GP efficiently generating revenue through investing in fixed assets. It is assumed that the ratios may increase further depending on the assumed capex from 2018 to 2022.

Liquidity of GP:

 

The current ratio of GP indicates that GP is highly leveraged. The ratio is less than one means that GP’s current liability is greater than current asset. The ratio was higher in 2017 because of the higher cash & cash equivalents. But it is assumed that the ratio may decrease if GP acquire 4G/LTE and 5G. Then the ratio may increase as the current liabilities will decrease.

The operating current ratio of GP indicates how cash flows generated from operation cover the current liabilities of GP. Same as the current ratio in 2017 the operating current ratio was higher, which was 30 percent of current liabilities. And also it is assumed that the ratio may decrease because of 4G/LTE and 5G adaption in 2018 and 2020 respectively. Then the ratio may increase as the current liabilities may decrease.

  
  

From the acid test ratio of GP, it can be said that the liquidity of GP is low because the ratio is less than one. GP has less quick asset to convert them into cash to pay off current liabilities. The ratio of 2017 indicates that the quick assets were 27 percent of current liabilities, which was the highest. The ratio may decrease for the same reason as the 4G/LTE and 5G adaption then the ratio may increase.

The cash ratio of GP is low which indicates that GP has lower cash & cash equivalents than current liabilities. It also indicates that GP is efficient to use its cash and also indicates that GP may not be worried about future profitably. The ratio was the highest in 2017 because of higher cash. Then the ratio may decrease as it is assumed that 60 percent of the 4G/LTE and 5G license and spectrum cost will be paid at the time of acquisition. 

· [image: ]Loans & Borrowings and Financial Leases: 
GP has taken a long term syndicated loan ($345 million) from International Financing Corporation (IFC) at six month LIBOR+3.5% interest rate of 10 installments in 2015. The first installment was paid in October 2015 and the last installment will be paid in April 2020. In 2017 the outstanding amount was 172.5 million dollar. For calculating the IFC loan the outstanding dollar amount is converted into taka ($1=Tk. 82.7; 2017). In 2018 GP participated in 4G/LTE spectrum auction and obtained 4G/LTE license and 5 MHz in 1800 band and I assumed as per the auditor’s report (GP) of 2018 that the total cost was tk. 17137.808 million of 60 percent was paid at the time of purchasing from BTRC and 40 percent will be paid annually for the next for years at 8.55 percent interest rate. And if in 2020 5G came and GP acquired 5G license and increase its spectrum then GP may take loan. It is assumed that GP may do the same thing as it did during the 4G/LTE adaption.
In 2018 and 2019 there would be no short term bank loan because of the high tax burden but in 2020, 2021 and 2022 GP may take short term bank loan for financing the spectrum acquisition cost as per my assumption. It is assumed that the interest rate would be 6.35%. 
[image: ]For the proper treatment of Fibre Optic Network, GP went into a lease obligation with Bangladesh Railway at 15 percent borrowing rate since 1997 and the lease payment will expire in June 2027. The outstanding amount was Tk. 4930.2 million in 2017 and has 10 years remaining life of lease payment.
Debt Management of GP: The Debt include the total of Financial Lease Obligations, non-current loans and borrowings and current loans and borrowings. 
	 
	 
	Debt Management
	 
	 
	 

	Particulars
	2013
	2014
	2015
	2016
	2017
	2018E
	2019E
	2020E
	2021E
	2022E

	Debt-to-Equity
	0.79x
	1.07x
	1.11x
	0.80x
	0.55x
	0.74x
	0.59x
	1.04x
	1.03x
	0.99x

	Debt-to-Asset 
	0.18x
	0.26x
	0.26x
	0.20x
	0.15x
	0.18x
	0.14x
	0.22x
	0.21x
	0.20x

	Equity Multiplier
	4.34x
	4.17x
	4.32x
	3.89x
	3.71x
	4.14x
	4.17x
	4.81x
	4.92x
	5.02x



From the Debt to Equity ratio of 2013 to 2016 it can be said that GP finance its operation most of the through debt than equity. As per the assumption from 2020 to 2022 this ratio will be higher because of the increase in loan to finance the 5G license and spectrum acquisition cost and GP may become combative in financing its growth through debt. Then the ratio may decrease. 

 The Debt to Asset ratio of GP shows the leveraged of GP. The ratio is low, it shows that most of the GP’s assets are financed by the investors than creditors and also less risky for an investor to invest in GP. The ratio may increase in 2020 because of the increase in debt then may decrease. 

From the equity multiplier which increase in 2018 because of debt financing for 4G/ LTE license and spectrum acquisition, and from 2020 to 2022 the ratio may become higher because of the increase in debt financing for 5G then the ratio may decrease if GP reduce debt financing and increase financing through equity.


· [image: ]Capex, Depreciation & Amortization:
GP’s depreciable assets include building, base station, transmission equipment, computer &other IT equipment, furniture & fixtures and vehicles and also Fibre Optic Network which is a leased asset. Land and Capital work in progress will not be depreciated. GP may add new assets further. The new additions of the depreciable assets except the Fibre Optic Network during the year from 2018 to 2022 are assumed on the basis of the average of past data (2013-2017). The disposals means the no economic benefits of those assets except the Fibre Optic Network are also assumed on the basis of the average of past data. The incomplete work at sites and capital inventory of GP are recognized as capital work in progress. After the works are finished, this will also be disposed, so the disposal of capital work in progress is also assumed on the basis of past data. Deprecation of the assets are assumed on basis of the percentage of the depreciation charged in 2017 and the written down value of the assets at January in 2017. 
Capital expenditures of GP are assumed as the percentage of revenue. Most of the GP’s expenditures comprises of the expenditure for the increase in 2G, 3G coverage in addition to capacity up-gradation. In 2013 the capex to sales ratio was high because of the 3G license and spectrum acquisition. In 2018 the capex to sales ratio will increase because of the 4G/LTE license and spectrum acquisition. For 2019 the capex to sales ratio is assumed on the basis of the average of past five year’s capex to sales ratio. And in 2020 the ratio may increase if GP acquire 5G license and spectrum. Then it is assumed that the capex to sales ratio may decrease by .5 percent consecutively in 2021and 2022. It is assumed that in 2018 and 2020, GP’s 60 percent of the total capex will be for acquiring new assets and the other 40 percent will be for maintaining other assets because of the 4G/LTE and 5G adaption. It is assumed that in 2018 of the 60 percent capex, 85 percent will be for acquiring new intangible assets and the other 15 percent will be for acquiring other tangible assets and  in 2020 of the 60 percent capex, 90 percent will be for acquiring new intangible assets and the other 10 percent will be for acquiring tangible assets.
	Particulars
	2018 E
	2019 E
	2020 E
	2021 E
	2022 E

	Maintenance Capex % of total Capex
	40%
	80%
	40%
	80%
	80%

	Capex for  acquiring new asset % of total Capex
	60%
	20%
	60%
	20%
	20%

	Percentage of Intangible in (Intangible+PPE)
	85%
	36%
	90%
	36%
	36%

	Percentage of PPE in (Intangibles+PPE)
	15%
	64%
	10%
	64%
	64%



[image: ]GP’s intangible assets include telecom license & spectrum and software & others which will be amortized. The amortization amount is assumed as the percentage of amortization charged in 2017 and cost of the intangible assets at January 2017. The written down value will be amortized at that percentage. The expenditure for telecom license and spectrum will only happen in 2018 and 2020. In 2019, 2021 and 2022 there will not be any expenditure for acquiring new telecom license and spectrum. 
 During 2019, 2021 and 2022, as per assumption GP’s 20 percent of the total Capex will be for acquiring new assets and other 80 percent will be for maintaining other assets. Of the 20 percent, 36 percent which is the average of past five years data will be for acquiring intangible asset and the 64 percent will be for tangible asset.
· Equity: 
GP’s one of the greatest strength is that it pays huge dividend to its shareholders. And it pays dividend in term of cash. GP pays interim cash dividend and final cash dividend. I assumed that the dividend payout ratio of 2017 would be the dividend payout ratio for the next five years. The total number of outstanding share of GP is currently 1,350.3 million. 
	Particulars
	2013
	2014
	2015
	2016
	2017
	2018E
	2019E
	2020E
	2021E
	2022E

	Dividend payout ratio
	128.6%
	109.1%
	96.0%
	104.9%
	100.9%
	100.9%
	100.9%
	100.9%
	100.9%
	100.9%

	Dividend per share (Tk.)
	14.00
	16.00
	14.00
	17.50
	20.50
	27.00
	30.09
	32.78
	33.65
	35.32

	Earnings per share (Tk.)
	10.89
	14.67
	14.59
	16.68
	20.31
	26.75
	29.81
	32.47
	33.34
	34.99



	Retained Earnings (million)

	Particulars
	2018E
	2019E
	2020E
	2021E
	2022E

	Beginning Retained Earnings
	         13,762 
	         13,424 
	         13,047 
	         12,637 
	         12,216 

	Add: Earnings during the year
	         36,126 
	         40,258 
	         43,850 
	         45,012 
	         47,250 

	Less: Dividend
	         36,464 
	         40,635 
	         44,260 
	         45,433 
	         47,692 

	Retained earnings for the year
	         13,424 
	         13,047 
	         12,637 
	         12,216 
	         11,774 


 
The retained earnings has been forecasted by adding earnings of the year and subtracting the total dividend for the year from the previous year’s retained earnings. And the data has been determined from the projected statements. 


Profitably of GP: 
	 
	 
	 
	 
	 
	Profitability
	 
	 
	 
	 

	Particulars
	2013
	2014
	2015
	2016
	2017
	2018E
	2019E
	2020E
	2021E
	2022E

	Gross Profit margin
	91%
	91%
	90%
	91%
	92%
	94%
	94%
	94%
	94%
	94%

	EBITDA margin
	48%
	51%
	52%
	52%
	56%
	58%
	58%
	58%
	57%
	57%

	EBIT margin
	32%
	34%
	33%
	34%
	38%
	43%
	44%
	45%
	44%
	44%

	Operating margin
	34%
	36%
	35%
	36%
	39%
	44%
	46%
	46%
	45%
	45%

	PBT margin
	34%
	34%
	33%
	33%
	37%
	43%
	44%
	45%
	44%
	44%

	PAT margin
	15%
	19%
	19%
	20%
	21%
	27%
	28%
	28%
	27%
	28%



The Gross profit margin of GP is higher which indicates that GP is a profitable company. It is also assumed that because of the increase in subscriber base & technological advancement and decrease in the cost of material and traffic charges the gross profit margin ratio may increase. 
The EBITDA margin of GP is increasing which indicates that the operating expenses of GP is decreasing. 
The EBIT margin of GP is also increasing and it is also assumed the ratio may increase because the increase in revenue growth and efficiently managing costs.
The Operating margin of GP is increasing which indicates that after paying all operating expenses GP has enough cash to pay the non-operating expenses.
The Profit before Tax margin of GP indicates that the revenue that GP has earned after paying all the operating & non-operating expenses except the tax expense of GP. 
The Profit after Tax margin of GP indicates the revenue that GP has earned after paying all the expenses including the tax. GP is one of the highest tax payer company. It pays almost 50 percent of its revenue as corporate tax.


	Covariance (market portfolio, GP)
	0.00147

	Variance(market portfolio)
	0.00295

	Beta of GP
	 
	0.49804


· “Beta” of GP and the WACC of GP:
 For calculation the close price of all the shares enlisted in DSE has been taken from 2013 to 2017. The monthly close price has been taken, total 60 months close price has been taken. Then monthly return of each share has been calculated. The market portfolio return has been calculating through averaging the monthly return of each share. The covariance calculated through comparing the monthly return of the market portfolio to the monthly return of GP’s share. Then the beta of GP has been calculated by comparing the covariance to the variance of market portfolio. The covariance of market portfolio and GP is positive which means that the share price of GP move positively with the market portfolio. The beta of GP is less than the beta of market portfolio 1. That indicates that GP’s share price move less than the market portfolio and less risky.
	Cost of Equity:
	 

	Risk free rate
	7.63%

	Country risk premium
	5.00%

	Mature Market Equity Risk Premium
	5.96%

	Equity risk premium(ERP)
	10.96%

	 
	 

	Cost of Equity (Ke)
	13.09%


	WACC
	 
	 

	Particulars 
	BDT (million)
	Weight

	Equity
	35121.45
	72%

	Debt
	13469.48
	28%

	Total
	48590.94
	 

	Cost of debt
	10.23%
	 

	Tax rate
	40%
	 

	 
	
	 

	WACC
	11.16%
	 



For the calculation of cost of equity the risk free rate which is 7.63% is take from the Bangladesh Bank’s website. The rate is the 10 years T-Bond’s cut of yield of January 2019. The equity risk premium 10.96% of 2019 is also taken from a data in the website, the link of the website is given in the references. Then using the risk free rate, equity risk premium and Beta, the cost of equity is calculated. 
For calculating the WACC, the value of equity and debt is taken from the GP’s 2017 Balance Sheet. Cost of debt is calculated by dividing the interest expense of the 2018 with the total debt of 2018 which is forecasted. Based on the above data the WACC is calculated.



Historical close prices of GP from 2013 to 2017 which have been used to calculate the Beta.

DCF valuation of GP:  For DCF valuation the free cash flows of GP are forecasted for 2018 to 2022. It is assumed that the constant terminal growth rate will be 3% and the weighted average cost of capital will be 11.16%. 
	Free Cash flow to Firm (FCFF)

	Particulars
	Time 0
	2018E
	2019E
	2020E
	2021E
	2022E
	Terminal Value

	EBIT 
	 
	         59,520 
	        65,969 
	       71,576 
	       74,397 
	      77,715 
	 

	EBIT (1-tax rate)
	 
	         35,712 
	        39,582 
	       42,946 
	       44,638 
	      46,629 
	 

	Add: Depreciation & Amortization
	 
	         19,605 
	        19,647 
	       19,841 
	       22,622 
	      23,405 
	 

	Less: Capital expenditure
	 
	         34,156 
	        22,769 
	       46,426 
	       24,980 
	      25,180 
	 

	Less: Change in NWC 
	 
	         (5,386)
	      (10,068)
	     (20,499)
	       (5,545)
	      (5,279)
	 

	Free cash flow 
	 
	         26,547 
	        46,529 
	       36,860 
	       47,826 
	      50,133 
	 

	Year 
	 
	1
	2
	3
	4
	5
	 

	WACC
	 
	11.16%
	11.16%
	11.16%
	11.16%
	11.16%
	 

	Present value of free cash flow
	 
	         23,881 
	        37,653 
	       26,834 
	       31,320 
	      29,534 
	 

	Summation of PV of free cash flow
	     149,223 
	 
	 
	 
	 
	 
	 

	Terminal growth rate
	3%
	 
	 
	 
	 
	 
	 

	Terminal value 
	 
	 
	 
	 
	 
	 
	        632,597 

	Present Value of Terminal value 
	     372,677 
	 
	 
	 
	 
	 
	 

	Enterprise value 
	     521,899 
	 
	 
	 
	 
	 
	 

	Add: Cash & cash equivalent
	        12,415 
	 
	 
	 
	 
	 
	 

	Less: Interest-bearing debt 
	        19,149 
	 
	 
	 
	 
	 
	 

	Equity value 
	     515,165 
	 
	 
	 
	 
	 
	 

	Number of shares outstanding 
	    1,350.30 
	 
	 
	 
	 
	 
	 

	Value per share 
	        381.52 
	 
	 
	 
	 
	 
	 



Based on the forecasted data, five years (2018-2022) Balance Sheets, Income Statements and Proforma Cash flow Statements has been projected. And from the projected statements the EBIT (1-tax rate) and changes in Net Working Capital has been calculated. The five years and terminal free cash flow has been calculated.
Through using the FCFF model the enterprise value appears BDT 521,899 million. For determining the equity value, cash & cash equivalent and interest bearing debt of 2017 has been taken. Then the value per share appear Tk. 381.52.
[bookmark: _Toc9422062]2. P/E multiple Method:
The regional P/E multiples of the some telecommunication companies of Asia pacific has been taken to determine the regional median P/E and also the trailing P/E of GP has been calculated. Then the relative value of GP has been calculated by giving .5 weight to regional median P/E and .5 weight to GP’s trailing P/E.
	Comparables [Regional]
	Regional P/E (2018)
	  Trailing P/E[Solo]

	Dialog Axiata Plc (COSE:DIAL-N-0000)[Sri-Lanka]
	10.6
	 

	Axiata Group Berhad (KLSE:AXIATA)[Malaysia]
	22.17
	 

	Advanced Info Service Public Company Limited (SET:ADVANC)[Thailand]
	19.69
	 

	Maxis Berhad (KLSE:MAXIS)[Malaysia]
	21.48
	 

	Bharti Airtel[India]
	36.62
	 

	Reliance Communication[India]
	18.25
	 

	 
	
	 

	Regional Median P/E
	20.59
	19.61



	Multiple
	Regional Median P/E
	 GP Trailing P/E[Solo]
	 EPS 2018[Per Share]
	Relative Value of GP

	Earnings
	20.59
	19.61
	26.04
	523.39



Through P/E multiple, the relative value per share of GP appeared BDT. 523.39.

[bookmark: _Toc9422063]3. EV/ EBITDA Multiple method:
For determining the regional median EV/EVITDA multiple some Asian telecommunication company’s ev/evitda multiples has been taken. The enterprise value and earnings before interest expense, tax, depreciation & amortization of 2017 appeared BDT 561,834 million and 73,291 million respectively.
	Comparables[Regional]
	EV/EBITDA multiple (2018)

	StarHub Ltd. (SGX:CC3)
	5.91

	Axiata Group Berhad (KLSE:AXIATA)[Malaysia]
	10.75

	Advanced Info Service Public Company Limited (SET:ADVANC)[Thailand]
	9.57

	Maxis Berhad (KLSE:MAXIS)[Malaysia]
	13.72

	Bharti Airtel[India]
	7.3

	 
	 

	Regional Median EV/ebitda
	9.57



	Particulars
	Amount

	Price per share in sept 2017
	           415.30 

	Market Value of Common Stock
	   560,779.60 

	Market Value of Debt 2017
	     13,469.48 

	Cash and cash equivalent
	     12,414.67 

	Enterprise Value(EV)
	   561,834.42 


	Particulars
	Amount

	EV
	   561,834.42 

	EBITDA (2017)
	      73,290.98 

	EV/EBITDA 
	                7.67 

	EBITDA (forecasted 2018E)
	      79,124.78 

	EV
	   757,224.12 

	Cash and cash equivalent
	      12,414.67 

	Interest-bearing debt 
	      19,149.11 

	Equity Value
	   750,489.67 

	Value Per Share
	            555.79 



The enterprise value of 757,224 has been calculated by multiplying the forecasted EBITDA of 2018 with regional median ev/evitda. On the basis of EV/ EBITDA multiple, the value per share of GP stands BDT 555.79. 


Target Price of GP’s share: 
The target price of GP’s share has been determined by giving 60% weight to FCFF value per share, 20% weight to P/E multiple value per share and 20% weight to EV/EBITDA multiple value per share. And it is forecasted that the share price of GP in December 2019 will BDT 444.75.
	Target Price:
	
	

	Particulars
	Value per share
	Weight

	Free Cash flow to Firm (FCFF)
	381.52
	0.6

	P/E
	523.39
	0.2

	EV/EBITDA
	555.79
	0.2

	Target Price
	444.75
	1



	Current price (27.12.2018)
	367.30

	Holding period, n
	1 Year

	Target Price
	444.75

	Holding period Yield
	21%



From my perspective GP is currently undervalued, so I recommend that buying GP’s share now would be beneficial. Because, from the valuation I expect that in the future the share price of GP may rise.


[bookmark: _Toc9422064]Chapter: Four


[bookmark: _Toc9422065]Conclusion: 

The internship report is a result of what I have learnt during my internship period at UCB Capital Management Ltd. My supervisor helped me developing the valuation model. The valuation of GP has been done on the basis of assumption, so there may be lack of accuracy in the valuation. Among the three valuation method most emphasis given on the DCF valuation. GP is one of the dominating telecommunication company in Bangladesh. Because of the 4G/LTE adaption the revenue of GP may increase as a result of increase in subscriber base. The return on equity of GP may increase in the future. GP is continuously upgrading their network coverage and taking all the steps to improve their services. But GP may face many obstacles because of the SMP declaration. GP should take all the necessary steps to stay strong at their place in the competitive market. On the basis of valuation of GP, I expect that the target of GP on December 2019 will be BDT 444.75. From my perspective GP is currently undervalued, so I recommend that buying GP’s share now would be beneficial. Because, from the valuation I expect that in the future the share price of GP may rise. 
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[bookmark: _Toc9422067]Appendix:

	Balance Sheet 
( Forecasted )
	2018E
	2019E
	2020E
	2021E
	2022E

	Amounts are in million BDT
	
	
	
	
	

	Asset
	
	
	
	
	 

	Non-current assets
	
	
	
	
	 

	Property, plant and equipment, net
	                                     69,281 
	                   73,695 
	           77,837 
	           82,759 
	           86,626 

	Intangible assets, net
	                                     49,552 
	                   46,852 
	           67,799 
	           63,654 
	           59,881 

	Investment in associate
	0.00
	0.00
	0.00
	0.00
	0.00

	Other non-current assets
	                                       3,848 
	                     3,848 
	             3,848 
	             3,848 
	             3,848 

	Total non-current assets
	                                  122,681 
	                124,396 
	         149,484 
	         150,261 
	         150,355 

	Current assets
	
	
	
	
	 

	Inventories
	                                           596 
	                         645 
	                 689 
	                 731 
	                 762 

	Trade and other receivables
	                                       8,115 
	                     8,781 
	             9,376 
	             9,950 
	           10,371 

	Short-term investment
	0.00
	0.00
	0.00
	0.00
	0.00

	Cash and cash equivalents
	                                     12,575 
	                     9,754 
	             3,890 
	             4,296 
	             4,770 

	Total current assets
	                                     21,286 
	                   19,180 
	           13,954 
	           14,977 
	           15,903 

	Total assets
	                                  143,967 
	                143,576 
	         163,438 
	         165,238 
	         166,258 

	Equity and liabilities
	
	
	
	
	 

	Shareholders’ equity
	
	
	
	
	 

	Share capital
	                                     13,503 
	                   13,503 
	           13,503 
	           13,503 
	           13,503 

	Share premium
	                                       7,840 
	                     7,840 
	             7,840 
	             7,840 
	             7,840 

	Capital reserve
	                                             14 
	                           14 
	                   14 
	                   14 
	                   14 

	Deposit from shareholders
	                                               2 
	                             2 
	                      2 
	                      2 
	                      2 

	Retained earnings
	                                     13,424 
	                   13,047 
	           12,637 
	           12,216 
	           11,774 

	Total equity
	                                     34,783 
	                   34,407 
	           33,997 
	           33,576 
	           33,134 




	Non-current liabilities
	
	
	
	
	 

	Finance lease obligation
	                                       4,687 
	                     4,408 
	             4,087 
	             3,718 
	             3,293 

	Loans and borrowings
	                                     15,681 
	                     8,381 
	           13,701 
	             9,723 
	             5,406 

	Deferred tax liabilities
	                                       6,238 
	                     6,238 
	             6,238 
	             6,238 
	             6,238 

	Employee benefits
	                                       1,599 
	                     1,201 
	             1,201 
	             1,201 
	             1,201 

	Other non-current liabilities
	                                           424 
	                         424 
	                 424 
	                 424 
	                 424 

	Total non-current liabilities
	                                     28,630 
	                   20,652 
	           25,652 
	           21,305 
	           16,562 

	Current liabilities
	
	
	
	
	 

	Trade and other payables
	                                     27,705 
	                   29,978 
	           32,009 
	           33,971 
	           35,406 

	Provisions
	                                     15,257 
	                   15,257 
	           15,257 
	           15,257 
	           15,257 

	Loans and borrowings
	                                       5,440 
	                     7,580 
	           17,730 
	           21,148 
	           23,965 

	Current tax payable
	                                     28,185 
	                   31,409 
	           34,211 
	           35,118 
	           36,864 

	Other current liabilities
	                                       3,967 
	                     4,292 
	             4,583 
	             4,864 
	             5,069 

	Total current liabilities
	                                     80,554 
	                   88,516 
	         103,790 
	         110,358 
	         116,563 

	Total liabilities
	                                  109,184 
	                109,169 
	         129,442 
	         131,663 
	         133,125 

	Total equity and liabilities
	                                  143,967 
	                143,576 
	         163,438 
	         165,238 
	         166,258 





	Income Statement ( Forecasted ) 
	2018E
	2019E
	2020E
	2021E
	2022E

	 Amounts are in million BDT
	
	
	
	
	 

	Revenue
	133,945
	144,934
	154,754
	164,238
	171,178

	Operating expenses
	
	
	
	
	

	Cost of material and traffic charges
	7,391
	7,997
	8,539
	9,063
	9,445

	Salaries and personnel cost
	9,043
	9,785
	10,448
	11,089
	11,557

	Operation and maintenance
	5,559
	6,015
	6,423
	6,816
	7,104

	Sales, marketing and commissions
	13,588
	14,703
	15,699
	16,661
	17,366

	Revenue sharing, spectrum charges and license fees
	10,443
	11,300
	12,066
	12,805
	13,346

	Other operating (expenses)/income, net
	8,795
	9,517
	10,162
	10,784
	11,240

	Depreciation and amortization
	19,605
	19,647
	19,841
	22,622
	23,405

	Total Operating expenses
	74,425
	78,965
	83,178
	89,841
	93,464

	Operating profit
	59,520
	65,969
	71,576
	74,397
	77,715

	Share of profit/(loss) of associate
	0
	0
	0
	0
	0

	Impairment loss on investment in associate
	0
	0
	0
	0
	0

	Gain on sale of shares in GPIT
	
	
	
	
	

	Finance (expense)/income, net
	-2,062
	-2,067
	-1,973
	-2,949
	-2,714

	Foreign exchange (loss)/gain
	-114
	
	
	
	

	Total non-operating profit
	-2,177
	-2,067
	-1,973
	-2,949
	-2,714

	Profit before tax
	57,343
	63,902
	69,603
	71,448
	75,001

	Income tax expense
	21,217
	23,644
	25,753
	26,436
	27,750

	Profit after tax
	36,126
	40,258
	43,850
	45,012
	47,250

	Other comprehensive income
	
	
	
	
	

	Item that will not be reclassified subsequently to profit or loss
	-211
	0
	0
	0
	0

	Re-measurement of defined benefit plan
	-351
	
	
	
	

	Related taxes
	140
	
	
	
	

	Total comprehensive income for the year
	35,915
	40,258
	43,850
	45,012
	47,250

	Earnings per share (Tk.)
	26.75
	29.81
	32.47
	33.34
	34.99

	Dividend per share (Tk._)
	27.00
	30.09
	32.78
	33.65
	35.32





	Pro-forma Cash flow Statement (Forecasted) 
	
	
	
	
	

	Amounts are in million BDT
	2018E
	2019E
	2020E
	2021E
	2022E

	Cash flows from operating activities
	
	
	
	
	 

	EBIT
	59,520
	65,969
	71,576
	74,397
	77,715

	Share of profit of associate
	0
	0
	0
	0
	0

	Foreign exchange gain/Loss
	-114
	0
	0
	0
	0

	Other comprehensive income
	-211
	0
	0
	0
	0

	(+) Depreciation & Amortization
	19,605
	19,647
	19,841
	22,622
	23,405

	(-) Increase in Account receivable
	334
	666
	595
	575
	420

	(-) Increase in Inventory
	134
	49
	44
	42
	31

	(+) Increase in Accounts Payable
	3,480
	2,273
	2,031
	1,962
	1,436

	(+) Increase in provision
	0
	0
	0
	0
	0

	(+) Increase in other current liabilities
	1,023
	325
	291
	281
	206

	(-) decrease in deferred tax
	0
	0
	0
	0
	0

	(-) decrease in Employee Benefits
	1,173
	-398
	0
	0
	0

	Finance cost
	2,062
	2,067
	1,973
	2,949
	2,714

	Income tax
	19,467
	20,420
	22,951
	25,529
	26,004

	Net cash generated by operating activities
	60,133
	65,411
	68,177
	70,167
	73,591

	Cash flows from investing activities
	
	
	
	
	

	Payment for acquisition of PPE and intangibles
	-25,676
	-33,075
	-35,158
	-39,608
	-40,319

	Payment for acquisition Intangibles
	-14,322
	2,700
	-20,947
	4,144
	3,773

	Proceeds from sale of property, plant and equipment
	7,274
	9,013
	11,175
	12,064
	13,047

	proceed from sale of other non-current asset
	
	
	
	
	

	Proceeds from sale of short-term investments
	
	
	
	
	

	Proceeds from disposal of shares in GPIT
	
	
	
	
	

	Payment for investment in associate
	
	
	
	
	

	Short term investments
	
	
	
	
	

	Net cash used in investing activities
	-32,724
	-21,362
	-44,930
	-23,399
	-23,499




	Cash flows from financing activities
	
	
	
	
	 

	Proceeds from/(payment of) short-term bank loan
	-240
	2,140
	10,150
	3,419
	2,817

	Proceeds from/(payment of) long-term loan
	7,142
	-7,300
	5,320
	-3,978
	-4,318

	Payment of finance lease obligation
	-243
	-279
	-321
	-369
	-425

	Payment of dividend
	-36,253
	-40,635
	-44,260
	-45,433
	-47,692

	Amount refunded to IPO share applicants
	
	
	
	
	

	Repayment of bond/ proceeds from issuance of bond
	
	
	
	
	

	Payment for other non-current liabilities
	
	
	
	
	

	Proceeds from PPO and IPO
	
	
	
	
	

	Receipt from local syndicated loan
	
	
	
	
	

	Proceeds from issue of shares to existing shareholders
	
	
	
	
	

	Net cash used in financing activities
	-29,594
	-46,075
	-29,111
	-46,362
	-49,618

	Net change in cash and cash equivalents
	-2,185
	-2,025
	-5,864
	406
	474

	Cash and cash equivalents as at 1 January
	12,415
	10,229
	8,204
	2,340
	2,746

	Cash and cash equivalents as at 31 December
	10,229
	8,204
	2,340
	2,746
	3,220



MObile phone and mobile internet subscriber percentage of total Population
Percentage of mobile internet subscriber	
2012	2013	2014	2015	2016	2017	0.18496736673089276	0.21732062817258882	0.26457967377666247	0.31918734491315143	0.38472392638036812	0.45567698846387372	Percentage of Voice Subscriber	
2012	2013	2014	2015	2016	2017	0.62414900449582544	0.72197969543147211	0.7550188205771643	0.82952853598014897	0.77540490797546013	0.88108075288403165	Source : Btrc



Number of Subscriber (million)
Mobile internet total(BTRC) (mn)	
2012	2013	2014	2015	2016	2017	28.799419	34.249730999999997	42.173999999999999	51.453000000000003	62.71	75.05	
2012	2013	2014	2015	2016	2017	Mobile Phone Subscriber(mn)	
2012	2013	2014	2015	2016	2017	97.18	113.78400000000001	120.35	133.72	126.39100000000001	145.114	




Age distribution
Age	
0-14 Years	15-24 Years	25-54 Years	55-64 Years	65 Years	0.27760000000000001	0.19359999999999999	0.39729999999999999	6.93E-2	6.2300000000000001E-2	source: Central intelligence Agency , the world factbook 

Percentage of Total Population

Subscriber in 2017
Number of subscribers (millions)	
Grameen Phone Ltd. (GP)	Robi Axiata 	Banglalink 	Teletalk	65.326999999999998	42.908000000000001	32.384	4.4939999999999998	Percentage of Total subscriber	
Grameen Phone Ltd. (GP)	Robi Axiata 	Banglalink 	Teletalk	0.450180204392439	0.29568680958976801	0.2231640170074356	3.0968969010357443E-2	




Contribution to total Revenue (2017)

Voice Traffic	Interconnection	Data and VAS	Customer Equipment	Other Revenue	0.68400000000000005	7.0000000000000007E-2	0.246	1.9271353705127763E-2	1.7475662979797833E-2	

Subscriber Penetration of GP
Voice Subscriber	2013	2014	2015	2016	2017	2018E	2019E	2020E	2021E	2022E	47.11	51.503999999999998	56.679000000000002	57.954000000000001	65.326999999999998	68.700999999999993	70.76203000000001	74.469345050000001	76.703425401499999	79.004528163545004	Mobile Internet subscriber	2013	2014	2015	2016	2017	2018E	2019E	2020E	2021E	2022E	4.5999999999999996	10.8	15.7	24.5	31.2	36.411529999999999	43.693835999999997	50.247911399999992	59.795014565999992	66.970416313919998	Data/Voice	2013	2014	2015	2016	2017	2018E	2019E	2020E	2021E	2022E	9.7643812354064954E-2	0.20969245107176143	0.27699853561283716	0.42274907685405666	0.47759731810736755	0.53	0.61747572815533969	0.67474625117573783	0.77956120281468744	0.84767820111888348	




Receivable Turnover
Receivables Turnover	
2013	2014	2015	2016	2017	2018E	2019E	2020E	2021E	2022E	8.1817847500642689	10.564729533901417	14.272933978547483	15.388868427649228	16.505837118935862	16.505837118935862	16.505837118935862	16.505837118935862	16.505837118935862	16.505837118935862	Total Asset Turnover	
2013	2014	2015	2016	2017	2018E	2019E	2020E	2021E	2022E	PPE Turnover	
2013	2014	2015	2016	2017	2018E	2019E	2020E	2021E	2022E	Days Sales Outstanding	
2013	2014	2015	2016	2017	2018E	2019E	2020E	2021E	2022E	44.000179789277894	34.075647544481591	25.222564648662107	23.393532909358484	21.810466043373228	21.810466043373228	21.810466043373228	21.810466043373228	21.810466043373232	21.810466043373228	




Asset Turnover Ratio
Receivables Turnover	
2013	2014	2015	2016	2017	2018E	2019E	2020E	2021E	2022E	Total Asset Turnover	
2013	2014	2015	2016	2017	2018E	2019E	2020E	2021E	2022E	0.71456712630358421	0.78565204356758955	0.79090007142114704	0.88017310654903536	0.98629683108257737	0.93038576040353882	1.0094647735728057	0.94686187475178196	0.99394630981665011	1.0295945138973186	PPE Turnover	
2013	2014	2015	2016	2017	2018E	2019E	2020E	2021E	2022E	1.3818724373301357	1.4602228019714039	1.4116977653063023	1.4958430059591541	1.8222134750097989	1.9333504339571841	1.9666682006068077	1.9881663543859776	1.9845407903750683	1.9760697609823425	




Current Ratio	
2013	2014	2015	2016	2017	2018E	2019E	2020E	2021E	2022E	0.21625405508732709	0.24209149662155077	0.17638123150494678	0.15970900932527676	0.27714176217074182	0.2642413802457344	0.21667905718729877	0.13444505868987702	0.13571124221177713	0.13643031745840567	



Operating Current Ratio	
2013	2014	2015	2016	2017	2018E	2019E	2020E	2021E	2022E	0.23864232104863092	0.25962887178596961	0.20690187520442468	0.18112458524443067	0.30000026865681828	0.28337745961645849	0.23697081824737642	0.16214237799863293	0.16788293790497003	0.17174033292746829	



Acid-Test Ratio	
2013	2014	2015	2016	2017	2018E	2019E	2020E	2021E	2022E	0.20912712684374368	0.2357810483987072	0.16994368828047582	0.15145582189356321	0.27093790398645379	0.25684223096917763	0.20939304069783615	0.12781028162361868	0.12908890894939531	0.12989552881248739	



Cash Ratio	
2013	2014	2015	2016	2017	2018E	2019E	2020E	2021E	2022E	5.7842417581156172E-2	7.7520137084481883E-2	6.1413517631162734E-2	4.2504344424357382E-2	0.16654882725763107	0.1561020635414315	0.11019318763427557	3.7477119320982695E-2	3.8925170297925589E-2	4.0923718988278832E-2	



Capex to sales	
2013	2014	2015	2016	2017	2018 E	2019E	2020E	2021E	2022E	0.30970493559550027	0.14770603872235952	0.18394458992126839	0.18367232515912985	0.11306036492282441	0.255	0.15709582968139554	0.3	0.15209582968139554	0.14709582968139553	

Historical Close Price of GP (2013-2017)
Close Price of GP	41305	41333	41364	41394	41424	41455	41486	41515	41547	41578	41606	41638	41669	41697	41729	41759	41788	41820	41844	41882	41912	41942	41973	42003	42033	42061	42094	42124	42155	42185	42215	42247	42277	42306	42338	42369	42400	42429	42460	42488	42521	42551	42582	42613	42642	42674	42704	42733	42766	42794	42824	42855	42886	42915	42947	42978	43006	43039	43069	43097	138.69999999999999	117.6	117.4	114.3	144.19999999999999	149.4	154.69999999999999	183.8	159.9	162.5	173.7	171.4	182.8	184.5	184.3	239.4	236.8	271.8	278	294.2	351.8	345	289.5	332.4	299.8	305.8	328.7	294.2	294	300.2	301	287.2	255.6	219.1	236	223.5	227.2	237.6	197.3	216.9	225.6	225.2	246.9	234.4	240.3	243.7	253.9	254.6	272.10000000000002	288.5	311.60000000000002	317.10000000000002	308.2	323.89999999999998	359	379.6	405.3	428.3	461.4	460.8	
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image4.emf
Frequency Grameenphone Robi Axiata Banglalink Teletalk

900 MHz band  7.4 MHz 9 MHz 5 MHz 5.2 MHz

1800 MHz band  19.6 MHz 17.4 MHz 15.6 MHz 10 MHz

2100 MHz band 10 MHz 10 MHz 10 MHz 10 MHz 

Total 37 MHz 36.4 MHz 30.6 MHz 25.2 MHz

After specturm acquisition in 2018
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Telecom 

Operator

Subscriber

(millions) 

in 2013

Subscriber

(millions) 

in 2014

Subscriber

(millions) 

in 2015

Subscriber

(millions) 

in 2016

Subscriber

(millions) 

in 2017

Grameen 

Phone

47.11 51.504 56.679 57.954 65.327

Robi Axiata  25.38 25.289 28.317 25.908 42.908

Banglalink  28.838 30.9 32.865 30.974 32.384

Airtel  8.269 7.505 10.71 7.923  0

Citycell 1.365 1.293 1.007 0 0

Teletalk 2.822 3.86 4.143 3.633  4.494

Total 113.784 120.351 133.721 114.836 145.113
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Period

Beginning 

Balance (Tk. 

million)

Principal (Tk. 

million)

Interest (Tk. 

million)

Installment 

(Tk. million)

Ending 

Balance (Tk. 

million)

Apr-18 E 14266 2677 850 3527 11589

Oct-18 E 11589 2762 690 3453 8826

Apr-19 E 8826 2850 526 3376 5976

Oct-19 E 5976 2941 356 3297 3035

Apr-20 E 3035 3035 181 3215 -

Long term syndicated loan from International Financing Corporation


image7.emf
Years

Beginning 

Balance (Tk. 

million)

Principal (Tk. 

million)

Interest (Tk. 

million)

Installment 

(Tk. million)

Ending 

Balance (Tk. 

million)

2018 E 4930 243 740 982 4687

2019 E 4687 279 703 982 4408

2020 E 4408 321 661 982 4087

2021 E 4087 369 613 982 3718

2022 E 3718 425 558 982 3293

Finance Lease Obligation (Expected)
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Percentage of PPE

New Additions 

During the year 

(% of Total 

Additions of 

tangible assets)

Disposals

Depreciation 

rate

Building - - 7%

Base station 36% -1% 26%

Transmission equipment 9% -1% 44%

Computers and other IT 

equipment

2% 0% 44%

Furniture and fixtures 

(including office 

equipment)

1% 0% 27%

Vehicles 1% 0% 26%

Capital Work in Progress 51% -65% -

Fibre Optic Network under 

finance lease

- - 11%
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Percentage of intangible 

assets 

New 

Additions 

During the 

year 2018

New Additions 

During the year 

2020

New Additions 

During the year 

2019,2021,2022

Amortization 

rate

Software and others 1.5% 0.35% 100% 9.20%

Telecom licence and 

spectrum 98.5% 99.65% 0% 8.77%
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