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Fitch Affirms Bharti Airtel at 'BBB-'; Outlook Stable 
 

Fitch Ratings has affirmed India-based Bharti Airtel Limited's (Bharti) Long-Term Foreign-Currency Issuer Default 

Rating (IDR) and senior unsecured rating at 'BBB-'. The Outlook on the IDR is Stable. The agency has also affirmed 

the ratings on Bharti Airtel International (Netherlands) B.V's senior unsecured bonds at 'BBB-'.  

 

Bharti's ratings are supported by its diversified and integrated business profile, with operations spanning the mobile, 

fixed-line, digital TV, tower and enterprise sectors in India as well as mobile operations in 14 African markets. It has 

held on to its Indian mobile revenue market share of around 31%-33% despite intense competition. 

 

The Stable Outlook reflects our expectations of a recovery in its Indian mobile segment and continued growth in 

Africa and the enterprise segment. We believe that Bharti’s management is committed to an investment-grade rating 

and we expect the company to further reduce debt through an equity issuance by its African subsidiary and the sale 

of a stake in its tower subsidiary. 

 

 

KEY RATING DRIVERS 

Improving Ratings Headroom: We forecast FFO adjusted net leverage to improve to 2.1x-2.3x in the financial year 

ending March 2020 (FY20) from 2.4x at FYE19, excluding USD6.1 billion in deferred spectrum costs, after Bharti 

raised USD3.5 billion from a rights issue in June 2019. We expect leverage to remain under the 2.5x threshold above 

which Fitch would consider negative rating action. We expect the company to repay debt using the proceeds from an 

equity issuance worth USD750 million by its African subsidiary and the sale of a stake in the combined Indus Tower 

and Bharti Infratel, both in 2HFY20.  

 

In FY19, Bharti also raised USD1.45 billion by selling a stake in its African subsidiary and used the proceeds to 

reduce net debt. However, leverage may climb to 2.4x-2.5x in FY21 if it were to make a large upfront payment for 5G 

spectrum assets.  

 

Diversified Revenue Stream: Bharti’s resilient cash generation is underpinned by a diversified EBITDA stream, with 

its Indian mobile and non-mobile and African operations each accounting for about a third of EBITDA in FY19. Its 

established market positions in India and Africa, solid spectrum portfolio and integrated operations are likely to help it 

to withstand competition in the Indian mobile segment. The EBITDA contributions from its African and Indian non-

mobile businesses increased to 31% and 34%, respectively, in FY19 from 22% and 28% in FY18. 

 

Mid-Single-Digit Growth: We forecast Bharti's FY20 revenue and EBITDA to increase by mid-single-digit 

percentages, driven by better average revenue per user (ARPU) in the Indian mobile segment and steady growth in 

the African and business-to-business (enterprise) segments. We expect Indian mobile EBITDA to increase by 15%-

20%, driven strong growth in data usage and higher blended ARPU as competition eases and the incumbents focus 

on profitability. During 4QFY19, Indian mobile EBITDA jumped 32% and the EBITDA margin expanded by 500bp 

quarter-on-quarter to 24% as ARPU increased to INR123 (USD1.7) from INR104 in 3QFY19. 

 

Stable Outlook on Indian Mobile: We expect Indian telcos' credit profiles to improve due to a recovery in industry 

tariffs and incumbents' strategy to partially repay debt through equity injections and sale of non-core assets. We 

expect competition to ease as three broadly equally sized telcos have emerged, each with 31%-33% of revenue 

market share. We expect blended average tariff to rise by 5%-10% during FY20, underpinned by the incumbents' 

introduction of a minimum mobile tariff of INR35 (USD0.50) per month and growing data use as affordable 

smartphones proliferate in the industry. 

 

Strengthening African Operations: We forecast revenue and EBITDA from the African business to increase by a 

high-single-digit percentage in FY20, on a constant currency basis, driven by steady growth in subscribers and 

mobile money services. However, management expects growth of double-digit percentage. We expect a small 

dilution in blended ARPU in the African markets due to competition. We expect mobile money services to account for 

over 10% of revenue from the African operation in FY20 from the current 8% as these services are likely to be 

popular in some markets that are under-banked. Bharti’s market position has improved and it is now the No. 1 or 

strong No. 2 mobile operator in 11 out of its 14 African markets. 



 

 

    

 
 Corporates   

 RAC Template   

    

     Fitch Affirms Bharti Airtel at 'BBB-'; Outlook Stable   

 20 June 2019 2  

 
12ae05de12ae05de 

   

 

Revenue and EBITDA increased by 7% and 26%, respectively, in FY19 as EBITDA from its biggest market, Nigeria 

(41% of African EBITDA) rose by 35% and the EBITDA margin widened to 39% (FY18: 33%).  

 

Negative FCF; High Capex: We forecast negative FCF in FY20 (FY19: negative FCF of INR191 billion) as its CFO 

of INR220 billion-245 billion will be insufficient to fund its large capex plans and moderate dividends of INR45 billion-

50 billion. We expect FY20 capex/revenue to remain high at 34%-36% with forecast capex of around USD4 billion, as 

Bharti will continue to invest to strengthen its 4G network infrastructure and invest in fibre infrastructure. However, 

management expects core capex, which excludes deferred spectrum payments, to have peaked and to decline 

significantly in FY20. 

 

Rising Fibre Importance: Fibre will become increasingly important for Indian telcos as the weakness of fibre back-

haul networks has led to a poor internet experience relative to other markets. Fibre infrastructure is also 

indispensable for a seamless 5G experience. We expect the government to hold a 5G spectrum auction in the next 

18-24 months. However, we believe there will be limited participation from telcos in the auction given current high 

reserve prices. We believe that 5G networks may have limited appeal for Indian telcos in the near future given the 

lack of content and applications that cannot be addressed by current 4G data speeds. 

. 

 

DERIVATION SUMMARY 

Bharti’s 'BBB-' IDR is comparable to Fitch's rating on the Philippines' Globe Telecom, Inc. (BBB-/Stable). Bharti has a 

more diversified business profile and larger scale, which offset the weakness at its Indian mobile business segment. 

Bharti’s forecast FY20 FFO adjusted net leverage of 2.1x-2.3x is better than Globe’s 3.0x. Globe is the wireless 

market-leader in the Philippines, which has a duopoly telecommunications industry, and it has strong execution 

capabilities. Fitch may consider negative rating action if Bharti’s leverage rises above 2.5x, a lower level than the 3.5x 

for Globe, because of the intense competition in India. 

 

MTN Group Limited (BB+/Rating Watch Negative) is rated lower than Bharti because of the South African company's 

weaker financial profile and deteriorating business profile following competitive pressure, weaker economic 

conditions, particularly in South Africa, and a fine in its key market of Nigeria. MTN Group’s FFO adjusted net 

leverage is higher than Bharti’s at 2.8x, which could breach the negative rating sensitivity of 3.0x, if it were to pay the 

USD2 billion fine in Nigeria. 

 

Bharti’s business risk profile is comparable than that of Thailand's Total Access Communication Public Company 

Limited’s (DTAC, BBB/Stable, standalone credit profile: bbb-), which faces difficulty in regaining market share and 

stabilising earnings  in  the medium  term  due  to  intense  price  competition  and  its  weaker network  coverage. 

Fitch forecasts DTAC, which is Thailand's third-largest telco by revenue, to post FFO adjusted net leverage of around 

2.0x in 2019, similar to Bharti’s. 

 

KEY ASSUMPTIONS 

Fitch's Key Assumptions within Our Rating Case for the Issuer 

- Revenue to increase by 6%-7% in FY20 driven by stable Indian mobile tariffs and growth in the African, homes and 

enterprise business segments. 

- Indian mobile segment’s ARPU to improve by 5%-6%.  

- Operating EBITDAR margin to improve to 32%-33% (FY19: 31%) and competition does not intensify in the Indian 

mobile segment. 

- FY20 capex/revenue of 34%-36% to invest to strengthen its 4G networks. Capex includes spectrum payment of 

INR57 billion in FY20. 

- 5G spectrum auction in next 18-24 months, and Bharti to make USD1 billion in upfront payments in FY21. 

- Bharti's African subscribers to increase by around 5% and ARPU to decline by around 2% in FY20. However, 

management expects ARPU to remain stable. 

- Effective interest rate of 5.5%-6%.  

 



 

 

    

 
 Corporates   

 RAC Template   

    

     Fitch Affirms Bharti Airtel at 'BBB-'; Outlook Stable   

 20 June 2019 3  

 
12ae05de12ae05de 

   

RATING SENSITIVITIES 

Developments That May, Individually or Collectively, Lead to Positive Rating Action 
 
- Given the company's business profile and investment needs, Fitch currently does not envisage any upgrade to 

Bharti's ratings in the medium term. Bharti's ratings are not constrained by India's Country Ceiling of 'BBB-', so 
an upgrade in the Country Ceiling will not necessarily lead to an upgrade of Bharti's ratings. 

 

Developments That May, Individually or Collectively, Lead to Negative Rating Action 
 
- Prolonged intense competition or M&A activity resulting in FFO-adjusted net leverage remaining above 2.5x for a 

sustained period. 
- A downgrade of India's 'BBB-' Country Ceiling 

 

LIQUIDITY 

Liquidity Dependent on Refinancing: At end-March 2019, Bharti’s cash and equivalents of INR106 billion (including 

proportionate cash of Infratel) and an equity injection in June 2019 of INR250 billion were insufficient to repay short-

term debt of INR382 billion. Bharti completed the rights issue and used the proceeds to repay the majority of its 

Indian rupee-denominated short-term debt. We expect it to continue to tap local banks or capital markets to refinance 

its maturing debt. The company has solid access to Indian banks and capital markets, which is evident from its 

issuance of USD6.5 billion of unsecured bonds over the previous six years in US dollar, euro and Swiss franc. 

 

 

FULL LIST OF RATING ACTIONS 

 

 Bharti Airtel Limited 

- Long-Term Foreign-Currency IDR affirmed at 'BBB-'; Outlook Stable 

- Senior unsecured rating affirmed at 'BBB-' 

- Rating on 4.375% USD1 billion guaranteed senior unsecured notes due 2025 affirmed at 'BBB-' 

 

Bharti Airtel International (Netherlands) B.V.  

- 5.350% USD1 billion senior unsecured notes due 2024 affirmed at 'BBB-' 

- 5.125% USD505 million guaranteed notes due 2023 affirmed at 'BBB-' 

- 3.375% EUR750 million senior unsecured notes due 2021 affirmed at 'BBB-' 

- 3.000% CHF350 million senior unsecured notes due 2020 affirmed at 'BBB-' 

 

 

Contact:  

 

Primary Analyst 

Nitin Soni 

Director 

+65 6796 7235 

Fitch Ratings Singapore Pte Ltd. 

One Raffles Quay, South Tower #22-11 

Singapore 048583 

 

Secondary Analyst 

Kelvin Ho 

Director 
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+852 2263 9940 

 

Committee Chairperson 

Steve Durose  

Managing Director 

+61 2 8256 0307 

 

 

 

Summary of Financial Statement Adjustments - We have excluded USD6.1 billion of deferred spectrum costs from 

debt, as we treat such costs as capital commitments. We include annual spectrum payments in our capex forecast.  

 

 

 


