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Operator:
Good day and welcome to the Ooredoo Q1 2015 Results Conference Call. Today’s conference is being recorded. At this time I would like to turn the conference over to Andreas Goldau. Please go ahead sir.
Andreas Goldau:
As-salamu alaykum. Hello and welcome to Ooredoo’s Financial Results Call. My name is Andreas Goldau and on behalf of the Investor Relations team I thank you for joining this session. As part of today’s discussion I am pleased to introduce Ajay Bahri, our Chief Financial Officer; as well as Waleed Al-Sayed, Chief Operating Officer of Ooredoo Qatar.


We will start with an overview of the group results followed by a Q&A session. The presentation is available on our website at ooredoo.com. Before we begin, a few necessary disclaimer points if you refer to slide number 2. In the course of today’s discussion we may make some forward-looking statements. These will be based on the information available to us as of today and so you should not assume that in future we will continue to hold these views. As such we do not commit to notify you if our views change. We therefore refer you to our public filings for some factors that may cause forward-looking statements to defer from actual future events or results.


So on that note I will begin and hand over to Ajay.
Ajay Bahri:
Thank you Andreas and good day to everyone joining us on the call today. I will start with slide number 4. The group had a satisfactory start to the year although we continued to face challenges in some of our markets. Our global offering of communication services across our cross-path networks for consumer and business customers has generated a strong increase in customer numbers to 111 million, up 14% against last year. Revenue was stable supported by strong performances from Qatar, Oman and Myanmar; conversely Iraq and Tunisia have experienced tough market conditions which impacted their revenue. Currency movement and loss from currency movement have affected our reported numbers for the period. EBITDA was down 5% for the period. Excluding the impact of foreign exchange EBITDA was down 1%. Similarly net profit was down 4% if we exclude the impact of foreign exchange. Strategically we have made good progress. Data revenue is now 30% of the Group revenues and we are growing the B2B opportunity across our markets. We have continued to push our technology leadership. Asiacell rapidly gained 2 million 3G customers following the launch of its 3G network and services in January and Ooredoo Kuwait launched 4G+ adding to its position as Kuwait’s fastest network.

Moving on to slide number 5, revenue for the quarter was stable, down 1% against last year to QAR 8 billion. Qatar and Oman principally drove the revenue performance for the quarter. These strong performances were affected by lower revenue generated by Tunisia and Iraq. Our EBITDA and EBITDA margin reflect the competitive pressure of our markets, the impact of foreign currency movements in Indonesia and Algeria, the macro environment and start-up costs in Myanmar. Excluding the impact of foreign currency, like I said earlier, EBITDA was down 1% for the period.

Moving on to the next slide, net profit attributable to Ooredoo shareholders during the period was affected by lower EBITDA in some of our key markets including Iraq, start-up costs in Myanmar and the impact of FX. Adverse foreign currency movements primarily in Algeria and Indonesia were responsible for QAR 237 million impact to net profit for the quarter. Excluding this impact net profit was down 4%.

Looking at the group’s net debt and net debt to EBITDA ratio, net debt now stands at QAR 31 billion. Gearing is now at 2.5 times which is at the high end of the Board of Directors’ target range of 1.5 to 2.5 times.


Moving on to the next slide we’ve maintained investment in our business, principally our network expansion and upgrades to ensure our competitive positioning in our markets. Lower EBITDA has resulted in a reduction in free cash flows whilst capex was down with capex to revenue ratio at 20%.


Next slide. Total Group Debt reduced slightly against Q1 to over QAR 44 billion. Group debt is well balanced and we maintained appropriate levels of cash. Qatar remains the principle holder of group debt.

Moving on to the next slide, our debt profile continues to be conservatively managed with liabilities spread out until 2043. Our short term liabilities are covered by comfortable cash balances of QAR 16.6 billion at 31st March. Our credit ratings remained stable with all three main rating agencies. We have seen strong growth in customers in this quarter with 14% year-on-year increase to QAR 111 million. All of our markets experienced good growth as Ooredoo increasingly develops a compelling combination of market-leading networks, services, branding, pricing and customer experience.


Moving on to the next slide, slide number 11. We are early in the year but in this chart you can see a recap of our financial performance for 2015 to date against our guidance. Revenue is within our guidance of 0% to -3% at -1%; EBITDA is slightly below where we expect to see it at year end at -5%. The rate of capex spend is likely to increase during the year and we expect to be within the annual guidance range.


Moving on to the next slide, we will now review our key operations. As a reminder I refer you to the section of the presentation starting on slide 22, as well as the breakdown of operations workbook – both provide additional details on each of our operating companies including sequential quarterly results.


Next slide please. Starting with Qatar, our home market of Qatar delivered another strong quarter of growth. Revenue was up 16% to QAR 1.9 billion with EBITDA increasing 18% and EBITDA margin also improving to 50%. Net profit was positively impacted by higher EBITDA as well as by sale of investments. Ooredoo retained its market leadership as customers grew by 12% to 3.3 million. Having been the first operator to launch 4G+ in the previous quarter, Ooredoo ran a number of promotions such as 4G+, My-Fi and Mobile Broadband which attracted customers and drove additional revenues. New services were launched for the increasingly important B2B market as the Qatar business increasingly generates additional revenues from adjacent markets. On fixed services Ooredoo has now collected 225,000 fibre customers and has passed 329,000 homes. The business also demonstrated its market leading innovation at the Mobile World Congress in Barcelona when it showcased new smart technologies and M2M services. From Q4 to Q1 revenues were up 7%. More than half of this was due to some mega projects and contracts and equipment sales. EBITDA margin improved to 50%, as you will recall in Q4 we had some one-off provisions like the IT expenses for the IT conference in Qatar. Net profit is up due to higher EBITDA due to sale of non-core investments.


Moving on to the next slide, Indosat. Indosat will hold a conference call for its Q1 results at the end of May 2015. The presentation will be available from the IR section of Indosat’s website. Indosat’s revenue was up 6% in local currency – this was driven by good growth in customers which were nearly up 12% to 66.5 million in addition to the growing contribution from B2B revenue. As we have discussed reported numbers were impacted by currency movements with the Indonesian rupiah having depreciated by 6% compared to Q1 2014. EBITDA margin was impacted by equipment sales which is a low margin business and spectrum fee increase. Net profit was impacted by foreign exchange losses in 2015 compared to again in 2014. Overall the foreign exchange decline was about 8%. Customers are increasingly being attracted by Ooredoo’s expansive and market-leading high speed networks. The network modernisation programme is nearing completion and we expect the business to have finished its upgrade programme by the end of the second quarter. With the upgraded network nearly complete we are seeing growth in data revenue as an increasing number of customers access more services from all of our networks. Indosat is also driving this process by signing deals with major social media players to encourage adoption and generate further data revenue. Q4 to Q1 revenue in local currency was down about 4% due to seasonality. Local currency EBITDA was up 6% as increased margin was due to one-off charges in Q4 as we’d explained, some regulatory charges increases with the previous period had been accounted for in Q4. The foreign exchange as I had mentioned earlier was impacted by the change in the value of IDR and net profit consequently was lower.

Moving on to the next slide, slide number 15, Iraq. Iraq’s revenue was impacted by the suspension of service in parts of Mousel, Tikrit and Anbar; the continuing high level of competition also affected revenue. Asiacell launched its 3G services in January and has 2 million 3G customers. The data usage and data revenue generated amongst Asiacell customers is very encouraging. Customers in Iraq now exceed 11 million. Given the uncertainty of network suspension due to the security situation and the continued competitive environment, the business is highly focused on cost control. The government has announced plans to charge VAT of 20% on mobile services. The timing of this is yet to be confirmed. Year on year revenue and EBITDA were impacted by the ongoing security situation as well as competition as I just mentioned. Q4 to Q1 revenue is down 15%. This now has a full impact of the shutdown in certain areas which were partly impacting us in Q4 of last year as well as the continuing competition. Margins were down from 45% to 42%. These were impacted by a decreasing revenue which was offset by cost control where costs were down about 10%. The lower EBITDA has flowed down to the net profit as well and one can see a decline in the net profit consequently.

Moving on to the next slide, Oman. Oman announced its results for the first quarter on 15th April and will host a conference call on 5th May – the details are on their website. Ooredoo Oman continued to benefit from the investment it has made in its networks. Revenue, EBITDA and EBITDA margin all showed strong growth for the period. The greater capacity of the networks is generating strong mobile and fixed data revenue growth. Customers increased 12% to 2.7 million whilst generating stable ARPU of QAR 64. New services and customer enhancements were launched in the period including LTE roaming in the GCC region and new roaming offers. In addition 3G speeds were tripled in some areas and a new loyalty programme was launched. Q4 to Q1 there is a slight decline in revenue which is primarily due to seasonality. Q4 is normally a high quarter. The margins have improved from 46% to 55%. As you would recall in Q4 Ooredoo Oman had re-branded and the one-off rebranding costs were incorporated last quarter. As a result of improving EBITDA the net profit is up 47%.


Moving on to the next slide, Kuwait. Our turnaround strategy for Kuwait saw the business turn to revenue growth in the first quarter. Revenue in Qatari riyals and Kuwaiti dinar grew 1% and 6% respectively. Margin is flat as lower opex due to cost control of opex by handset costs which is in line with our strategy to attract high value customers. MNP continued to be positive in Kuwait with the first quarter recording their highest port-in. Ooredoo were the first to launch 4G+ and LTE advanced in Kuwait and have maintained its position as the country’s fastest network, fast networks have helped to push data revenue generation which showed strong growth during the period which increased to more than a third of the total revenue. Q4 to Q1 revenue in local currency was up 4%; margin was down from 25% to 22% due to handset sales as I mentioned earlier which was offset partly by cost optimisation efforts but also impacted by additional network maintenance as the cost of the expanded network runs out of warranty.

Moving on to the next slide, Algeria. In local currency in the quarter which is seasonally low, Ooredoo Algeria generated strong revenue growth in local currency up 9%. EBITDA was up 2% in local currency impacted by higher cost of sales and network opex. EBITDA margin has begun to recover in sequential quarters as handset subsidies have been reduced following the big 3G market penetration initiative of the last year. Reported revenue EBITDA net profit was affected by the depreciation of the Algerian dinar which was down 8% against the riyal in the first three months of the year. Ooredoo has continued to push its 3G leadership by launching 3G in an additional seven wilayas for the period. The positive effect of the Ooredoo brand was enhanced further with a new sponsorship deal Ooredoo Algeria to become the sponsor of Real Madrid in Algeria. Q4 to Q1 revenue was flat in local currency, margins were up 10% to reach 36%, margins were up from 10% to 36% as explained in Q4 we had one-off handset costs of previous periods also accounted for, so we’re getting to a more normalised EBITDA margin level now. Net profit was impacted by significant foreign exchange losses due to depreciation on the Algerian dinar.

Moving on to the next slide, Tunisia. Tunisia’s already unstable political and economic situation worsened during the period following the attacks on tourists in March. The negative conditions of the economy saw the Tunisian dinar depreciate 17% year on year against the riyal. Despite the challenging conditions and the intense levels of competition in the market, Ooredoo Tunisia maintained its market leadership although the declining local currency revenue. EBITDA margins were impacted by revenue decline and a one-off regulatory penalty which was charged in this quarter. EBITDA margins would have been up 3% if we exclude this one-off regulatory charge. The investment into networks, services, pricing and brand helped the business generate strong growth in mobile data across both small and large screens. Ooredoo Tunisia is now the market leader in mobile data. An aggressive marketing programme for integrated fixed and wireless B2B services has also generated strong growth in B2B customers and revenues. Q4 to Q1 local currency revenue was down 7% due to primarily seasonality. Margins were down 1% due to the regulatory charges I just referred to and net profit was also impacted by the FX movement of ‑5%.


Moving on to the last operations, Myanmar. Ooredoo’s rapid rollout of Myanmar’s first 3G only network continues to drive revenues and EBITDA growth. A revenue of QAR 236 million was generated in the first quarter. EBITDA was negative 25 million with a positive EBITDA recorded during the month of March. Customers increased by more than 1 million to 3.3 million for the period. More than 80% of our customers are using smartphones and generating ARPUs of US $7. Our network is increasingly available across the country and 20 new townships came within our coverage during the period. Societal benefits of our network and services are already recognised in this rapidly changing country with the GSMA awarding us the Connecting Women Award for our work in empowering Myanmar women through our services.

With that I’d like to hand it back to Andreas.

Andreas Goldau:
Thank you very much Ajay. Before we start with the Q&A I would like to remind everyone of our Capital Markets Day that’s going to take place on 25th May here in Doha. We have still a few seats left but spaces are limited. We ask participation to be limited to one person per company. If you haven’t done so please register with Sarah. The email address is on the slide. For those who are participating in the Extel survey, today was the last day to vote there and we appreciate your support and on that note I would like to hand over to the operator with the instructions how to ask questions.
Operator:
Thank you. If you would like to ask a question at this time please press the star or asterisk key followed by the digit 1 on your telephone. Please ensure that your mute function on your telephone is switched off to allow your signal to reach our equipment. Again please press *1. We will now take our first question from Ranjan Sharma from JP Morgan. Your line is open, please go ahead. 

Ranjan Sharma:
   Hi, thank you for the presentation and good afternoon. Two strategic questions from my side. Firstly what are your key initiatives to monetise OTT traffic and which geographies are you targeting this in? Secondly with your net debt to EBITDA ratio inching towards 2½ times, what are your key thoughts around de-leveraging the balance sheet and are you also potentially assessing monetising your tower assets in different geographies? Thank you.
Ajay Bahri:
As far as the initiatives for OTT traffic are concerned, that’s part of our standard practice and product portfolio in a lot of our markets where we have alliances with companies like WhatsApp in some of our markets, for example in Oman where we’ve added WhatsApp and other OTT packages as part of the dealer package. So that has been a standard practice in terms of monetising data traffic, but at the same time the OTT traffic in itself automatically is monetised because to use the OTT we need to have a data package, so it’s inherent in the whole nature of the business. As far as partnerships are concerned that’s part of our strategy and we actively look which markets and which segments within the market where we can monetise this. As far as net debt to EBITDA is concerned you can see that the impact of the foreign exchange movement is impacting the leverage, however the operating performance of the company is still stable, so no serious change of strategy right now. We were expecting leverage to go on the higher side during this year. The FX has moved it a little higher than where we thought it would be, but in terms of the overall long term leverage we are comfortable with the leverage levels. Having said that the strategy of looking at improving returns on capital employed is inherent in our overall group strategy, so we do look at options where we can be asset light where there are opportunities to share or divest non-core assets. It’s part of our overall strategy in any case.
Ranjan Sharma:
   Alright, thank you.
Operator:
We will now take our next question from Alex Kazbegi from Renaissance Capital. Please go ahead, your line is open.

Alex Kazbegi:
Yes, good afternoon, Alex Kazbegi, Renaissance. I just wanted to get maybe a feel or your assessment on developments in maybe three markets if you wish. On Algeria, clearly your operation now is impacted by a kind of re-launch by Djezzy so to say a couple of months ago. How do you see the competitive situation evolving there? Do you feel in the second half of this year things will quieten down or do you still think that this is too early again to call it and we will see still continued pressure both on the pricing side and on the margin side? Then on Iraq, again wondering again how much the situation can get worse compared to what it is now. Do you still see potential suspensions of the operation in some regions? Do you see some continuous decline in the number of the users due to either suspension or disruption of the operations? What is so to say your assessment of how should we look forward to that? Lastly maybe just on Kuwait as well, you’ve basically made quite a large investment in the country. You are running probably one of the better networks there, but the competitive situation remains very, very, so to say, tense and partially because you yourself are still chasing or trying to get more subscribers, if you wish. Do you feel this is basically behind us or do you still think that there is an opportunity of using your better network to still gain market share so the pressure still on the top line will continue there? Thank you very much.
Ajay Bahri:
On Algeria, maybe it’s too early to conclude the impact that Djezzy’s return would have. Having said that we have a head start in terms of the 3G network that we have and on the data side as well, so we intend to obviously use that to our advantage, but to the extent there is price competition, I think an appropriate balance to respond is obviously going to have some impact on the markets. It’s too early to say how that will play out going forward and to a large extent it also depends on what competition does here. Iraq on the other hand is a more difficult situation in terms of the control that management has in terms of making a change. The major impact if you compare Q4 to Q1 is because of the security situation and shutdown of the network in various areas. Towards the recent times, we have heard some positive news about Tikrit coming back into the control of the Iraqi government but the revenue growth there has not really started as yet. That may take a little time. It’s difficult to give some sort of an indication of how the security situation will develop and how – if any further network shutdowns would be there. But the recent event where there has been a little bit of recapture of territory by the Iraqi government is encouraging and wherever the Iraqi forces are there in control, the network slowly starts coming back.


On the Kuwait side, the competition is intense, as you correctly pointed out. The quality of the network, we've mentioned that the last few quarters as well that the perception change takes time. We have seen some green shoots of that already in terms of revenue growth. The customer growth was already there. So I think the benefit of the better network is a long-term benefit. You sometimes cannot see the benefits on a short-term quarterly basis but our internal sense says that the perception change is slowly happening now, with a sustained level of good customer experience on the network.

Alex Kazbegi:
Ok, just a follow-up on VAT, on possible VAT increase in Iraq. Do you feel it’s possible at all to pass it on to consumers or do you think it’s going to be absorbed basically by the company?

Ajay Bahri:
It will be more of how the industry will – it’s likely, depending on the terms in which the government imposes the VAT. Sometimes there are restrictive conditions by the government itself where it may prohibit passing it on to the customers. If that happens, it will obviously not take place. But if there is flexibility then of course it will be more of an industry sort of a consensus how the industry reacts to it. We are still awaiting more details on that, the timing and indeed the conditions of the VAT.

Alex Kazbegi:
Ok, thank you very much.

Andreas Goldau:
Thank you, Alex.

Operator:
We will now take our next question from Tibor Bokor from Arqaam Capital. Please go ahead.

Tibor Bokor:
Hi, three questions on Indonesia, Iraq and Myanmar. On Indonesia, a specific question why the subscriber growth has not been translated into revenues. Is it a timing issue or is it a price decline issue or if you could elaborate on that. On Iraq, I would like to know how much revenues you gained from 3G launch, if you could break it down, and I assume that the data will be growing, if you could sort of give us an estimate of a run rate, what do you expect coming from the mobile data going forward. And on Myanmar, I was very positively surprised with sort of coming to close to breakeven on EBITDA level in Myanmar so early. Is there any one-offs or when do you expect consistently positive EBITDA coming out of Myanmar? Thank you.

Ajay Bahri:
Ok, as far as Indonesia is concerned, if you look at year-on-year you can see growth of 6% in local currency and that is more a reflection of like-for-like comparison. Quarter-on-quarter there is very often a seasonality element where Q4 is generally a stronger quarter and Q1 is not as strong, so you can’t see a translation of that into a quarter-on-quarter growth. So we are comfortable that the fundamentals and the growth that we are seeing year-on-year is the right reflection of how Indosat is performing.


In terms of Iraq, the breakdown of data revenue, we haven’t disclosed that in the past but what we can tell you is that the customer acquisition has been very positive and encouraging, about 2 million customers on the 3G network and that trend is continuing as we speak. But as we go ahead to the extent we change our disclosures, we will definitely share more details with you.


Myanmar has been a good story. The revenue growth has been very good and certain costs are linked to network rollout as well, and maybe too early to say how consistently the EBITDA will be positive month-on-month because as we roll out some networks in different areas, costs would come in as well. So, but the early exception of getting lower negative EBITDA is a very positive sign and that to a large extent is linked to the pent-up demand in the country for telecoms services which has resulted in a rapid filling up of the network and increased revenue.

Tibor Bokor:
Thank you very much. Just to clarify, do you have a data point, data as a percentage of total ARPU in Iraq or we don’t have that data point?

Ajay Bahri:
No, we do not disclose that. In fact what we have disclosed is on a total basis, our data revenue as a percentage of total revenue. But like I said, if we do change disclosures going forward, we’ll probably share consistent information throughout the markets.

Tibor Bokor:
Thank you.

Operator:
We will now take our next question from Marc Hammoud from Deutsche Bank. Please go ahead, your line is open.

Marc Hammoud:
Good afternoon, Ajay, I have two questions, one on Algeria. The EBITDA margin is now at 36%, back at 36% which is more or less in line with Q3 but we still have like a 62 million loss, so maybe I missed that but can you please explain why we still have a loss? And I’m still struggling for Indonesia to understand how a business with 45% EBITDA margin is still losing money. I understand there is some dollar-denominated debt and the currency impact on that. Is there something else that’s consistently delivering a net loss for this market?

Ajay Bahri:
Yes, as far as Algeria is concerned, the EBITDA margin of course, there's an improving trend there after the one-off costs which you talked about last quarter on the handset subsidy side. The net loss on the other hand is the function of foreign exchange losses accompanied by dollar-denominated debt and because of the steep decline of the Algerian dinar – about 11-12% during the quarter – a large foreign exchange loss was booked in Algeria. So that’s why on the net profit side, you don’t see a conversion of the positive trend on the EBITDA side. The Indonesian…

Marc Hammoud:
What's the dollar amount of that debt?

Ajay Bahri:
I don’t know whether we’ve given a breakdown of that in the past but you can see the movement which you see below, the exceptional movement below EBITDA is only because of the FX loss. You can assume that’s consistent depreciation charge, slightly increased maybe, but most of the negative movement below EBITDA quarter-on-quarter is because of increased FX losses. So with 12% you can probably work it back, and see a 12% decline and you can work back, and see approximately the debt piece.

Marc Hammoud:
All right.

Ajay Bahri:
Similarly Indonesia as well, the negative impact that you see below EBITDA is primarily because of the foreign exchange losses. The company has a large amount of dollar debt; this is nothing new. In fact, the foreign exchange movement in Indonesia is always a little volatile every quarter. Last year we had foreign exchange gains of a reasonable amount and this quarter we had a loss. If you look at year-on-year basis, the debt there  is pretty huge because last year it was a gain, this year it’s a loss, but the main attribution to the loss is because of the foreign exchange movement.

Marc Hammoud:
All right, thank you.

Operator:
We will now take our next question from Dilya Ibragimova from Citi. Please go ahead, your line is open.

Dilya Ibragimova:
Hello, thanks for taking my questions. I had two questions please. One is on EBITDA margin – sorry, on your performance in Qatar. The growth seems to be accelerating both on the mobile and on fixed line. So the question is are you, is this driven by you taking market share or is this something that is sector-specific and there is something in the country that you think that’s driving the revenue? Maybe if you give us a bit more insight on what's happening in Qatar. And also there seems to be then a growth in other revenue both in mobile and fixed. Could you give us a bit more details on what's in ‘other’? Is it equipment sales or is it something else? And my second question is on Iraq. The question is on – you did mention that the decline in revenue is driven by two factors. Factor number one is the shutdown of the network which would explain half of the revenue decline and the other half is driven by the competition, which is quite a significant 10% drop in revenue year-on-year. So my question is what exactly is happening there because the customer base year-on-year is stable? Is this – did you have to cut prices and does that mean your customer base is moving down to the new lower-priced tariffs, or you're churning your high-value subscribers and getting lower-value customers? Could you give a bit more insight on what, on the quality and maybe rotation of the customer base in Iraq? Thank you.

Ajay Bahri:
Yes, for the first point I think I’ll hand it over to Waleed who will – maybe Waleed, you will take this one?

Waleed Al-Sayed:
Yes, thank you for the question. Basically in Qatar we have been growing on the mobile in postpaid and prepaid. The other reason for the growth also is mobile data and mobile broadband. There is also growth on the fixed broadband because of the fibre rollout and also there is a growth in B2B connectivity and B2B data and you are right, there is also some growth because of the device sales. It comes from two sides. One is that Qatar, as you know, is investing lots in their infrastructure and there are lots of projects happening in Qatar on the railway and on the megaprojects on the greenfields. So this is one of the drivers for the growth. The other thing is that we have a little bit of flexibility from the regulator in terms of the pricing. That’s why we are in a better position to compete and that’s why some of our offers become more attractive to the customer and we are doing both acquisition from the growth and from the competition. Going forward, we hope that this situation will continue because we are happy that we are in such market that it gives opportunity for the growth.

Dilya Ibragimova:
Can I just ask, sorry, just to follow up on this, when you mentioned that you got more flexibility in terms of pricing, is this something, does that mean that the regulation has been relaxed or is that you're getting approvals for your offers quicker? Is there, has there been change in the regulation?

Waleed Al-Sayed:
No, no changes in the regulation. It’s a little bit more flexibility on the regulations, on the tariff approvals basically, which give us a shorter time for getting approval or sometimes in some of the cases to inform the regulators of the pricing that we are offering. This type of flexibility has given us a little bit of move to compete in the market and going forward, there is a new telecom law that now is happening. Whether this is going to completely remove the tariff approvals or not is not known at the moment but this is something that’s happening in the country.

Dilya Ibragimova:
 Thank you.

Operator:
As a reminder to ask a question please press *1 on your telephone keypad. We will now take our next question from Madhu Singh from Morgan Stanley. Please go ahead.
Ajay Bahri:
We still haven’t finished the last question so let me finish that question first. There is a second part to the question so let me take care of that. The second part was on Iraq where two items, like I said, have impacted the revenue and it is not the 50% each; they are at different level of dynamic, each one of them. So when we talk about the competition, what it really – your first point was about whether the customer base is stable and why revenues are impacted. Some of the areas which are shut down, the customers will come off the network in due course and that has not completely happened in Q1 as yet. So some of the impact of the shutdown you will see as you go ahead in terms of number of customers. But the revenue impact obviously comes immediately.


In terms of the competition itself, different regions within the different – in the country have different dynamics of competition. In certain areas we have strong growth, other areas other operations have strong growth, and very often the competition is in the shape of pricing promotions, not permanent decline in prices, to use price as a lever for churning customers. And sometimes there is a washing machine effect there where customers take the best available offer in the market from different - depending on which operator is giving which offers. There is a little bit of churn happening but that very often happens at the lower end of the ARPU segment. So it’s very similar to dynamics you will see in any market. The competition is not dissimilar to a standard competition you will see in any other market. The difference of course is the shutdown of the network which is an exceptional situation.

Dilya Ibragimova:
 Ok, thank you. Can I just follow up Iraq revenues? Are you seeing, on like-for-like basis in the regions that are not affected by the shutdown, is there, do you see ARPU growth for the customers that are taking data or is – I mean maybe just some directional, what you're seeing, directional explanation of what you're seeing from data customers that you're coming into the network with for 3G.

Ajay Bahri:
I think it’s a little early to conclude, it’s early days for the 3G customers right now and initially, the adoption rate is good. But difficult to conclude very early right now how that will impact the overall ARPU. As you would be aware, the ARPU, increasing data very often gets offset by things like SMS decline and eventually voice decline as well. So no trends as of now but as we go forward and we get more insight into customers’ behaviour, we can share more details.

Dilya Ibragimova:
 Ok, thank you.

Andreas Goldau:
Ok, now we are ready for the next question.

Operator:
Thank you, sir. We will now take our next question from Madhu Singh from Morgan Stanley. Please go ahead.

Madhvendra Singh:
Thank you. I have a few questions on major operations. Firstly in Iraq, can you please tell us from a revenue point of view, how much, how big a portion of the business is exposed to the areas where the network is shut down? So you know, say you have $100 of revenue, what percentage of that is coming from those markets? That’s first. Secondly, in Algeria, I mean this question was I think asked previously; I just want some more details. What kind of activities you are seeing from the completion in terms of pricing, in terms of promotions and do you see that affecting your net adds and revenues as well? Because when you look at 9% revenue growth in local currency terms, that doesn’t really look like the high growth I would say compared to what we have been used to getting in Algeria. And finally in Myanmar I was wondering what are the capex plans for this year and next year, and is there any update on this tower sharing which was planned in Myanmar because I've also heard that it didn’t actually work out eventually? Is there any update on that? Thank you.
Ajay Bahri:
 On the Iraq side, the revenue impact, last time we’d given you a number of about 10% in terms of revenue and customers. In fact the customers and the network area would be probably higher than 10%. The revenue would still be close to 10%. So the area impacted and customers would probably be higher than that. So I think what we told you last time, a slightly higher percentage I would attribute to the areas which are shut down, just over 10% in terms of revenue.


As far as Algeria is concerned, the 9% growth is a good growth in our opinion. We did have the opportunity to grow at double-digits and that was the high teens in the previous years, which obviously is not sustainable in any market with three operators. So I think we’re getting to a more normalised growth level in a three-player market where to in a three-player market, 9% growth we believe is a very good growth. So you're right. The competition is becoming more active and as a result of that I think the growth trajectory has slowed down as well, which was not unexpected. So I think what we see in the market is to some extent in line with other expectations.

In terms of Myanmar, I don’t think we have disclosed the actual capex numbers for Myanmar but the network rollout continues. A big piece of the coverage happened already when we rolled out the network initially but as you will appreciate, in the first year or two is when the heavy capex in Myanmar will take place and that is continuing. In terms of tower sharing and the discussion when our facilities are actively discussed with the available operators, and it has been a little more challenging to come to a conclusion than we initially anticipated, which is not unusual in a highly competitive environment as well where each one is trying to launch earlier than the other. But as in all markets when a little stability comes in, which is what we assume we should be reaching through, a more higher percentage of sharing would be evident then.

Madhvendra Singh:
Just a follow-up on Myanmar. If you look at the ARPU levels, around $7 is actually quite high. I mean we had thought it would be much lower than that, maybe around $3. So do you think these ARPU levels are sustainable in the medium term or you see significant value shedding going forward?
Ajay Bahri:
 As you will appreciate, the launches which were done were prioritised obviously based on the ARPU expectations as well. So what you are seeing right now is the ARPU from the high-income and high-GDP areas. As we move to more semi-urban areas, I think you will obviously see an impact of that as well. And within the urban areas, as we move to the next segment of the customers, I think that one should expect some sort of an ARPU decline. So the initial ARPUs before we came into the country were much, much higher. In fact the costs were exorbitant there. So we did expect initially ARPUs to be on the high side but a decline would obviously take place as more customers come onto the network.
Madhvendra Singh:
Ok, thanks for this. Thank you very much.
Operator:
We will now take our next question from Dilya Ibragimova from Citi. Please go ahead, your line is open.

Dilya Ibragimova:
Hello, hi, I just had two follow-up questions, actually they are on Algeria. The first question is on the 3G exclusivity. I think the way the licences have been given away is that some of the operators have exclusivity for some regions so I just wanted to confirm in Q1, out of all the coverage area that you have, in how many regions you actually had exclusivity or offered 3G on an exclusive basis without any competitors being able to having launched yet? And the second question is on dividends from Algeria. What's your intentions here? What are your intentions there? I know that you haven’t repatriated any dividends from Algeria yet. Do you have any plans or do you plan to maintain debt and I don’t know, maybe there is any – if you could comment on what the plans are with regards to the division.
Ajay Bahri:
 Sure. In terms of exclusivity, the areas, I don’t think there's exclusivity in the areas that we are now. Initially we had a head start but let me verify that offline.
Andreas Goldau:
That’s a timing difference.

Ajay Bahri:
Yes, there was a timing difference but no exclusivity as such.
Dilya Ibragimova:
Yes, I mean, sorry, what I mean is that perhaps in Q1 this year, in how many regions were you a sole provider of 3G? Or I mean the other operators have, the regions where the other operators have not launched yet.
Ajay Bahri:
Ok, I think offline – we don’t have detail. I don’t even know whether we, is that in the public domain or not. Let me take that out for you.

Dilya Ibragimova:
Thank you.
Ajay Bahri:
And if this information is in the public domain, we’ll definitely share that with you. In terms of dividends, we do assess the cash flow needs of the business, especially when it is in an investment mode and in a growth phase, and then balance that against the upstreaming dividend and rewarding shareholders. So it’s an annual active discussion and based on that assessment, a dividend upstreaming decision would be taken. So you will see as and when we upstream dividend, of course it will be in public domain.

Dilya Ibragimova:
 Could I just follow up on this one? Is there any regulatory risk in Algeria in particular?
Ajay Bahri:
You mean in terms of upstreaming dividends?
Dilya Ibragimova:
 Yes.

Ajay Bahri:
There are standard laws in every country our dividends are upstreamed and Algeria has its own laws and foreign exchange control procedures and processes. So we haven’t yet, as you rightly said, we haven’t yet upstreamed dividends but the laws of the country, if you follow the process and the procedures, then it does allow you to upstream dividends. So at an appropriate time when we do take a decision, we will cross that bridge.
Dilya Ibragimova:
 Ok, thank you. Thank you very much.

Operator:
There are no further questions in the queue.

Andreas Goldau:
Excellent. Yes, then I would like to thank you all for your time and listening in to the call. If you have any follow-up questions, let the investor relations team know. Again, please remember the 25th May for our Capital Markets Day, and looking forward to seeing you there and talking to you again at our next quarterly call which will happen some time around the end of July. Thank you very much.

Operator:
That will conclude today’s conference call. Thank you for your participation, ladies and gentlemen, you may now disconnect.
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