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N. CHRYSSOCHOIDIS STOCK BROKERAGE
INVESTMENT SERVICES S.A.

Equity Research Department

HELLENIC
TELECOMMUNICATIONS
ORGANIZATION.

Outlook:

We retain OTE’s fair estimated price to
12.50Euros/Share based on the satisfactory
performance of the Hellenic operating
segment, the in-line performance of the
Mobile business unit and the substantial
operating profitability coming from the
reduction of operating expenses and cost
cutting efforts.

FY’18 results at a glance:

OTE’s consolidated revenues ended up at
3.799bn.Euros lower than our anticipated of
3.874bn.Euros  driven by the positive
contribution of the Hellenic business unit and
Mobile sector respectively.

Mobile sector’s revenues showed satisfactory
performance (+1.36% y-0-y basis).

The Group’s operating earnings (EBITDA)
stood at 1.250bn.Euros and in-line with our
projections surpassing the previous period’s
EBITDA of 1.236bn.Euros.

Finally, OTE Group’s Net Profit attributed to
Shareholders came up at 175.00mn.Euros
boosted by the substantially lower interest and
expenses compared to the respective FY’17
period and in-line with our estimates.

Date: 27/02/19

FAIR ESTIMATED PRICE: 12.50Euros/Share

Investment Thesis: Uv

Key Statistics:

Share Price 11,20
Price High 52 week 12,05
Price Low 52 week 9,52
Current num. of sharc  479.939.319
P/E 20
Market Cap. 5.375.320.373
EPS (Trailing) 0,52
DPS 0,46
*Closing Price as 26/02/2019
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HELLENIC TELECOMMUNICATIONS
ORGANIZATION (OTE)

OTE’s FY’18 results were characterized by the y-o-y flattish growth of the consolidated

revenues, the ongoing growth of the Domestic business unit thanks to the Broadband,
Fiber and TV services, the further optimization of the operating expenses that
successfully contributed to the satisfactory EBITDA gains and finally the confirmation
about the harsh operating environment of the Romanian market which led to revenue
deceleration in the respective market for its Fixed and Mobile units.

Overall, the Fixed Line sector marked a 0.74% revenue deceleration, below our
estimates that called for flattish growth. On the other hand, the Mobile sector’s revenues
reaffirmed the positive revenue growth trend and came in-line with our estimates

showing a 1.36% increase on a y-0-y basis.

The Domestic business units confirmed the promising signs of gradual recovery,
marking growth in terms of revenues generated a fact that in combination with the
reduction of operating expenses delivered a substantial set of results that were
characterized by the improvement of consolidated operating gains and bottom line
profitability. On the other hand, we should pinpoint the weak performance of the
Romanian business that reconfirmed the harsh and challenging operating environment
and lead to revenue deceleration and softer operating results. In terms of operating
performance, the Group’s reported EBITDA ended up at 1.250bn. Euros, a satisfactory
performance in-line with our expectations that called for 1.259bn.Euros in EBITDA
gains due to the reduction of operating expenses incurred and the larger contribution of

the Hellenic market operating earnings.

Additionally, operating profit (EBIT) surpassed our expectations that called for
426.00mn.Euros due to the combination of operating efficiency with lower depreciation
expenses incurred for the period (9.28% lower depreciation expenses below our
estimates). Finally, we should note that OTE’s substantially lower interest expense
significantly enhanced the Group’s Net earnings, despite the accelerated implemented
tax rate and lead to 247.60mn.Euros. surpassing our expectations that called for

204.40mn.Euros for the period.



We express our satisfaction regarding the Mobile sector’s performance as the Group’s
actions towards digitalization and further optimization of the mobile data business and
we consider it as an important headwind which could bring a satisfactory growth rate
paired with operating earnings. Additionally, we are pleased to confirm the ongoing
improvement in the domestic business both in Fixed and Mobile units and the positive
and substantial contribution of Broadband, Fiber and TV services. However we are
cautious about the harsh business environment in the Romanian market which
demonstrated deceleration both in terms of revenues and profitability and still poses

concerns regarding the Unit’s performance and growth.

In summary, we decide to modify our estimates for the Fixed Line sector growth
factoring the foreign business unit as, despite the positive signs coming from the
ongoing successful gradual implementation of TV and Broadband services both in the
Hellenic and Romanian Markets, we believe that the sector will demonstrate a flattish y-
0-y deceleration for the 2019-2020 period in contrast to our previous estimates that
called for a mild flattish growth. On the other hand, we retain our estimates for the
Mobile sector’s growth, as we evidenced the better than expected contribution of Mobile
data services to the sector’s total revenues and the positive impact on the overall
profitability. Specifically, our modifications lead to cumulative revenues of
11.52bn.Euros for the 2019-2021 period below our previous estimates that called for
11.82bn.Euros respectively.

In terms of operating and net profitability, we changed our assumptions regarding the
Group’s operating expenses in order to adjust to the evidenced cost cutting efforts and
we applied a lower interest rate as evidenced by the FY 18 results. Additionally, we fine-
tuned our projections for the CAPEX in order to be in line with the management’s
guidance. Namely our estimates for cumulative EBITDA gains for the 2019-2021 period
are 3.80bn.Euros vs. 3.78bn.Euros, for Net gains 842mn. Euros from 632.00mn.Euros
and finally for FCFF 1.25bn.Euros from 1.10bn.Euros previously.

Considering the above, we retain OTE’s Fair Estimated Price at 12.50Euros/Share as we
believe that the evidenced stability of the Hellenic macro environment, the positive
contribution of Mobile Data Business, and the generation of strong FCFF in-line with
our estimates could bring a satisfactory set of results and generate value to the

shareholders.



FINANCIAL SUMMARY AND VALUATION TABLES

Table I: Income Statement

INCOME STATEMENT 2018A 2019E 2020E 2021E 2022E
Revenue 3.798.700.001 3.818.778.801 3.841.354.353 3.864.877.472 3.888.591.152
Other Operating Income 83.000.000 59.191.071 59.540.992 59.905.601 60.273.163
OPEX 2.630.800.000 2.633.141.543 2.633.104.358 2.629.604.659 2.645.739.090
EBITDA 1.250.900.001 1.244.828.329 1.267.790.988 1.295.178.414 1.303.125.224
D&A 755.700.000 763.755.760 768.270.871 772.975.494 855.490.053
EBIT 495.200.001 481.072.569 499.520.117 522.202.920 447.635.171
Interest Expense 86.100.000 105.571.400 105.571.400 105.571.400 105.571.400
Interest Income 2.400.000 2.200.000 2.200.000 2.200.000 2.200.000
Foreign Exchanges (Net Profit/Loss) 300.000 2.166.000 2.166.000 2.166.000 2.166.000
Dividends from As.

Impairment. 2.200.000
Gains/Loss from Assosiates.
EBT 413.400.001 375.535.169 393.982.717 416.665.520 342.097.771
Taxes 165.800.000 108.905.199 114.254.988 120.833.001 99.208.353
Net Income 247.600.001 266.629.970 279.727.729 295.832.519 242.889.417
Source: Company’s statements, N.Chryssochoidis Research Department estimates.
Table II: Cash Flows
CASH FLOW ESTIMATIONS (E) 2019E 2020E 2021E
EBIT 481.072.569 499.520.117 522.202.920
Tax Rate 71% 71% 71%
Nopat 341.561.524 354.659.283 370.764.073
D&A 763.755.760 768.270.871 772.975.494
CAPEX 750.000.000 700.000.000 650.000.000
IWC 4.727.170 1.793.804 8.697.682
FCFF 350.590.114 421.136.349 485.041.885
Source: Company’s statements, N.Chryssochoidis Research Department estimates
Table Ill: Valuation Metrics
GROWTH 12/19E 12/20E 12/21E
Sales growth 0,53% 0,59% 0,61%
EBITDA growth -0,49% 1,84% 2,16%
Net Profit/Loss growth 7,69% 4,91% 5,76%
RATIOS 12/19E 12/20E 12/21E
Debt/Equity 0,42 0,42 0,42
Capex/EBITDA 60% 55% 50%
ROE 9% 10% 10%
WACC 8,00% 8,00% 8,00%
VALUATION 12/19E 12/20E 12/21E
Book Value 5,99 6,57 7,19
P/BV 2,65 2,65 2,65
P/E 11 11 11

Source: Company’s statements, N.Chryssochoidis Research Department estimates




Pirpa Nepiopiapod Eudvng:

Aayopederor 1 avodnooieuon Tou Tiapdviog yupic v e mg N. YPYZOXQIAHE XPHMATIETHPIAKHE AETE.Y. 01 amoyeic mou mepiéyovnr Baoilovian o€ Tyéc Tou Beupodviar afémoreg, warao L1
XPYEOXOIAHZ XPHMATIZTHPIAKH AENE.Y. Bev evblveran yia v eykupdmro, opBdmpar f a§omoria Toug kar Siampel 1o By ahaydg Toug yupig mpdrepn edomoion. Toao n N. XPYZOXOIAHE
YPHMATIZTHPIAKH A.E.NE.Y. doo ke o Bieubovovreg kar umahnhor mg Sev oépouv oudepia eubovn yia omoiadimore ouvémeia Tuv mnpogopidv autev. To mapdv Sev amrorehei mpoagopd, mporpoms} A emevduriki

mpdran yia ayopd A mwhnon peroxay f dhhwy kivaraw afiiov. Or emevBioeig mou avagépovran eveyeral va pn eivan o evBeBerypéveg yia opiopiévous emevdutég,

Disclaimer.

This report has been issued by N. CHRYSSOCHOIDIS STOCK BROKERAGE 1..5.A., & member of the Athens Stock Exchange, and may ot be reproduced in any manner or proviced to any other persons. Each person tht receives & copy by
acceptance thereof represents and agres that it will ot lstibute or provide it to any ofher person. The informetion contaned herein has heen obtained from sources belived to be reliable but hes not been verified by N. CHRYSSOCHOIDIS
STOCK BROKERAGE 1.5.5.A. The apinions expressed herein may not necessariy coincide with those of any member of N. CHRYSSOCHOIDIS STOCK BROKERAGE 1.S.SA. No representaion or warranty (e¥press or implid) i made as to
the accuracy, completeness, corectness, timefines or famess of the informetion o opinions heren, all of which are subject to change without notie. No responsitlity of iabilty whatsoever or howsoever arising is accepted i reltion o the
contents hereof by N. CHRYSSOCHOIDIS STOCK BROKERAGE 1.S.S.A. or any of s directors, offcers or employees. This report is not an offer to buy or sell or a solcitation of an offer to buy or sell securities mentioned herein. N.
CHRYSSOCHOIDIS STOCK BROKERAGE 1.5.5.A. may effect ransactions in or perform or seek to perform brokerage services fo companies covered. T investments ciscussed imthis regort may be nsuieble for investors, depending on their

specific investment objectives and financial positon.
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Tpéyovoa. iy

Kepuloromoinon

Kabopa Képdn Ava Metoyn

Adyog Tuymg mpog Képdn

Aoyog Tuyg mpog Mokioeg
Tuvohikdg Aavetopog mpog Tobntiko
Anddoon Mepiouatog

Anodoon I6iev Kepahoiov
Ty} oot Anoripmong

Market Price
Capitalization
Earnings per Share

Price/Eamings Ratio
Price/Sales Ratio

Total Debt/Assets
Ratio

Dividend Yield
Return on Equity
Fair Value Price

00nyds Zuotdecav/Ratings

uv

uvi

XapnAn Arotignon/ Xapmhog Kivduvog
Xoymhi Arnotiymor/ Kivduvog

Looti Anotipnon/ Xepnog Kivouvog
Loot Anotiyneny/ Kivouvog
Yreprympévn Metoyn

Mn Anotmpévn Metoy

Underpriced/ Small Risk
Stock Price < 20% of Fair
Underpriced/ Risk

Stock Price < 10% of Fair
Fairly Priced/ Small Risk
10%<Stock Price<10%
Fairly Priced/ Risk

Stock Price >10% of Fair
Overvalued

Stock Price >20% of Fair
Not Rated



