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N. CHRYSSOCHOIDIS STOCK BROKERAGE
INVESTMENT SERVICES S.A.

Equity Research Department

HELLENIC
TELECOMMUNICATIONS
ORGANIZATION

Outlook:

We upgrade OTE’s fair estimated price to
10.50Euros/Share from 9.06Euros/Share
previously, on the back of satisfactory Q1
17 results, the Group’s proven operating
efficiency and the potential improvement in
the Hellenic Republic’s investment risk as
reflected in the 10Y GGB yield.

OTE group’s Q1 17 results at a glance:

OTE’s sales reached 941.20mn. Euros
marked by the satisfactory growth in the
Fixed Line Sector’s revenues which were
enhanced by the contribution of VDSL and
TV services in the Romanian and Hellenic
markets.

Mobile sector’s revenues decelerated for
another quarter due to the intensive
competition faced mainly in the Romanian
and Albanian markets.

The Group’s EBITDA came up at
301.60mn. Euros slightly below the Q1’16
EBITDA of 304.50mn. Euros and
compatible to our projections.

OTE’s CAPEX expense of ¢.200mn.Euros
is in compliance with the Group’s guidance
towards increased CAPEX needs for the
current period.

Net Profit Attributed to shareholders
reached the satisfactory level of 32.50mn.
Euros.

Date: 16/05/17

FAIR ESTIMATED PRICE: 10.50Euros/Share

Investment Thesis: Fv

Key Statistics:

Share Price 9,92
Price High 52 week 10,00
Price Low 52 week 7,61
Current num. of shares 490.150.389
Trailing P/E 9
Market Cap. 4.862.291.859
EPS (Trailing) 0,07
DPS(Proposed) N/A
*Closing Price as 15/05/2017
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HELLENIC TELECOMMUNICATIONS
ORGANIZATION (OTE)

OTE’s Q1’17 results were characterized by the increase in the consolidated revenues on
a g-0-q basis, surpassing our estimates for flat performance for the respective period.
Specifically, the Fixed Line sector showed a 1.17% growth beating our estimates for
0.80% growth while the Mobile sector’s revenues decelerated by 5.32% (still above our
estimates that called for -3.00%).

In terms of Operating performance, the Group’s operating margin came up at 31.20%
slightly below our expectations for 33.00% due to increased expenses for
interconnection between rural areas. Despite that, the lower depreciation expenses and
the improved net interest cost lead to the g-0-q improvement of EBIT and bottom line
earnings respectively.

We are satisfied by OTE’s Q1’17 performance in the Fixed Line sector as the sales
growth rate surpassing with our expectations while we still remain cautious for the
Mobile sector’s ongoing performance due to the evidenced further than expected
deceleration in the sector’s revenues.

We decide to retain our estimates for the growth of the Fixed Line sector due to the
signs of successful gradual penetration of OTE TV in the Hellenic Market and the
Group’s intention for further investing in 4G infrastructure. Also, in our DCF
projections model we have already incorporated ¢.700mn Euros as CAPEX spending
considering management’s guidance.

Finally, we add another Risk Free yield scenario to our base case scenarios in order to
assess OTE’s fair value estimate in a possible stabilization of the 10Y GGB yield at the
current level (5.50%). Our FV estimates are unchanged for the existing three Risk Free
yield scenarios (see. HELLENIC TELECOMM.ORGANIZATION ORGANIZATION
(HTO)060317) we utilize, namely at 10.71 Euros/Share for RF 6.50% , 9.06
Euros/Share for RF 8.50%-which is our base case scenario- and 6.95 Euros/Share for RF
10.50%.

Utilizing the 5.50% Risk Free rate, according to our valuation model, OTE’s Fair
estimated price comes up to 13Euros/Share marking a strong upside potential from its
current market price. However, we decide to retain our conservative investment view
and end up to a more normalized price estimate for the Group’s share due to the
uncertainty of the Hellenic financial environment combined with OTE’s challenging
operating issues regarding the Mobile sector’s operations. As a result, we upgrade
OTE’s fair estimated price to 10.50Euros/Share from 9.06Euros/Share previously
considering OTE as an attractive investment case which clearly qualifies as a Top Pick
among the Hellenic Equities universe.



FINANCIAL SUMMARY AND VALUATION TABLES

Table I: Income Statement

Income Statement 2016A 2017E 2018E 2019E 2020E
Total Sales 3.963.300.000 3.951.130.300 3.955.355.043 3.987.746.152 4.009.185.511
Oper.Expenses 2.696.300.000 | 2.647.257.301 | 2.650.087.879 | 2.671.789.922 2.605.970.582
EBITDA 1.267.000.000 1.303.872.999 1.305.267.164 1.315.956.230 1.403.214.929
D&A 881.400.000 862.907.760 871.536.838 880.252.206 889.054.728
EBIT 385.600.000 440.965.239 433.730.327 435.704.024 514.160.201
Interest Cost/Expense | 133.200.000 | 160.000.000 | 160.000.000 | 160.000.000 160.000.000
EBT 252.400.000 280.965.239 273.730.327 275.704.024 354.160.201
Taxation 168.400.000 181.479.919 79.381.795 79.954.167 102.706.458
Net Income/Loss 84.000.000 99.485.320 194.348.532 195.749.857 251.453.743
Source: Company’s statements, N.Chryssochoidis Research Department estimates.
Table II: Cash Flows
Cash Flow estimations (E) 2016A 2017E 2018E
EBIT 385.600.000 440.965.239 433.730.327
Taxation (1-Tax Rate) 168.400.000 35% 71%
NOPAT 217.200.000 154.337.834 307.948.532
Depreciation 881.400.000 862.907.760 871.536.838
Capital Exp. 627.000.000 700.000.000 500.000.000
IWC 13.000.000,00 205.591,68 174.755,96
NCF 458.600.000 317.040.002 679.310.614
Source: Company’s statements, N.Chryssochoidis Research Department estimates
Table I1I: Valuation Metrics
Growth 12/16A 12/17€ 12/18E
Sales growth 0% 0% 0%
EBITDA growth 4% 3% 0%
Net Profit/Loss growth -35% 18% 95%
RATIOS 12/16A 12/17E 12/ 18|
Debt/Equity 0,82 0,82 0,82
Capex/EBITDA 49% 54% 38%
ROE 6% 4% 8%
WACC 10,00% 10,00% 10,00%
VALUATION 12/16A 12/17E 12/ 18]
Book Value 4,81 4,81 481
P/BV 1,83 1,83 1,83
P/E 15 15 15
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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.

Inperdeeic/Notes 00nyds Zuotdecav/Ratings
P: Tpéyovoe Tuyh Market Price
MCAP: Kegohatonoion Capitalization UV Xopnhi Anotipnon/ Xapnhog Kivduvog — Underpriced/ Small Risk
EPS: Kafapd Képdn Ava Metoyn Earnings per Share Stock Price < 20% of Fair
UVL  Xoynhi Arotiymon/ Kivouvog Underpriced/ Risk
Stock Price < 10% of Fair
PIE: Adyog Tymg mpog Képdn Price/Eamings Ratio FV  Xootq Arotiunoen/ Xeunhog Kivdovog  Fairly Priced/ Small Risk
10%<Stock Price<10%
PIS: Adyog Tung mpog HMohoeig Price/Sales Ratio OVl  Zoot) Arotiymon/ Kiviuvog Fairly Priced/ Risk
Stock Price >10% of Fair
DIA: Zuvoikog Aaveiopog mpog Mobnmid  Total Debt/Assets OV Ymeprpmpuévn Metoyn Overvalued
Ratio Stock Price >20% of Fair
DY: Anddoon Mepiopotog Dividend Yield NR Mn Anotymuévy Metoy Not Rated
ROE: Anddoon [diov Kepahoiov Return on Equity

FV: Ty Lot Anotipmong Fair Value Price



