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Investment Thesis

A year ago, we were noting that HTO is offering repeatable and
predictable earnings, projected EBITDA margins well above 35%,
and a clear payout policy. HTO is delivering. We renew our
confidence in the business model and our target price (we suggest
€16,14 from €16,08) and note that the latest three month's
decline of HTQO's share price is offering a compelling buy
opportunity.

HTO has successfully concluded its divestment from Romania fixed
lines, has accelerated the fiber-to-the-home deployment (that was
the reason for the elevated CAPEX of 2022), has reached 80% of
population coverage in 5G and is investing heavily on TV content
to increase the subscribers base (643K subscribers on 3Q22, from
600K a year earlier).

During 2023 the deployment of Ultra-Fast Broadband network is
planned to start, and growth opportunities are expected from the
ICT projects, the increase of TV subscriptions and the recent
launch of payment solutions (Payzy application).

The Group responds adequately to sustainability & ESG
considerations and maintains a straight forward remuneration
policy of 100% distributions of free cash flows to the shareholders.
During 2022, apart from the 0,542€ dividend per share distributed,
the group bought back and canceled €146M worth of shares.

Valuation

The company is valued at €16,14 per share through a FCF
exercise with an applied WACC of 9.11% which incorporates a
Risk-Free rate of 4.50%.

Our current valuation reflects on the one hand the increased
free cash flow estimates and on the other hand the increased
Risk-Free rate.
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Summary Financials

(€mn) 2021A 2022F 2023F 2024F
Profit & Loss Items

Total Net Revenues 3.368,3 3.801,9 3.832,3 3.857,]
EBITDA 1.479,9 1.317,9 1.309,8 1.319,0
EBIT 812,3 636,6 628,5 637,7
Net Income 498,0 466,4 455,2 457,5
Balance Sheet Items

Non Current Assets 2.080,0 4.835,8

Receivables+lnventories 577,0 598,4

Payables 504,4 494,2

Long Term Debt 942,9 1.054,9

Short Term Debt 469,0 242,9

Cash Flow Items

Free Cash Flow (FCFF) 687,3 607,2 571,3 569,6
CAPEX 559,0 640,0 643,2 653,2
Key Metrics

Revenue Growth 3,4% 13,6% 0,8% 0,6%
EBITDA Margin 43,9% 34,7% 34,2% 34,2%
EPS 1,09 1,08 1,05 1,06
DPS 0,89 0,56 0,56 0,56
Opex/Revenue 56,3% 65,6% 66,1% 66,1%
Capex/EBITDA 37,8% 48,6% 49,1% 49,5%
WACC 8,11% 9,11% 9,11% 9,11%
Debt/Equity 47,8% 54,8%

Total Debt / EBITDA (x) 0,95 0,98

Prtpa Nepiopiopod Evblvng:
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