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Executive summary
This 13th edition of the joint annual report by Exane BNP Paribas-Arthur D. Little
focuses on investment in the European telco sector. Despite revenue trends being
tougher than ever and ahead of any meaningful consolidation, telcos have already
committed to large capex hikes in both mobile and fixed. Will mobile leaders manage to
ward off the challengers? Is consolidation the only option open to the latter? In fixedline, will incumbents catch-up with cable and if so, at what cost? How will market
structures evolve?
In preparing this report, we held 118 company meetings in the telecom-mediatechnology arena and beyond, across 24 countries. Here are our key conclusions:
– Telco capex is rising to new peaks, both in mobile and fixed, driven by technological
advancements and intense competition, notably driven by cable and mobile leaders.
– In mobile, there are genuine differences in network quality, but so far they have
generally not resulted in better pricing power or market share gains. We expect
operators to redouble their efforts in this respect – in particular Vodafone.
– This puts pressure on the challengers, which must act. Consolidation is an option but
there are others too: network sharing is less risky and brings large savings as well.
– In any case, mobile leaders are likely to end-up facing challengers with scaled
networks, in markets which may or may not be repaired, depending on antitrust
decisions and whether there are fixed/cable players with strong mobile ambitions.
– In fixed-line, in most countries, cable will continue to extend its lead (route to 1Gbps
broadband with DOCSIS3.1). FTTC/VDSL is not future-proof (<100Mbps), so
incumbents must move to FTTH or FTTS/FTTB/FTTD with G.Fast. This means another
20% step-up in incumbents’ fixed capex.
– Fixed broadband altnets are caught between a rock and a hard place. We expect to
see more consolidation, driven in particular by mobile operators, for whom the
bolstering of their fixed broadband business is a matter of defending their mobile core.
– In conclusion, we see higher capex ultimately paying off in fixed-line, but it will cost
incumbents more than currently expected; in mobile, we believe that higher capex will
lead to a regrouping of networks but not necessarily to a decline in competition.
– We still model revenue decline for European telcos (-1.6% 2013-2016e CAGR), with
a contraction in mobile and growth in fixed broadband; but after a dreadful 2013
(revenues down 5%, with -9% in mobile), we expect the decline to slow from 2014e.

A new investment cycle
The sector has entered a new investment cycle. 2014 will be a record year for capex,
reflecting both ongoing technological advancements (migration to 4G LTE in mobile
and to fibre in fixed-line) and intense competitive pressures (need for incumbents to
respond to cable operators; push for Vodafone to improve its relative position).
European telco capex should increase by 10% in 2014 in absolute terms. Combined
with lower revenues, this will bring capex/sales to 16%, far above the 12-13% average
of the past few years.

Exane BNP Paribas Research

EUROPEAN TELECOM OPERATORS

26 March 2014

page 2

Mobile network differentiation: leaders are ahead and raising their game
Even ahead of the current capex spike, there are genuine differences in mobile network
quality in Europe. In many countries, the best networks are twice as fast as the worst,
due to large differences in terms of the number of base stations, 4G coverage, singleRAN upgrades and backhaul quality.
Unlike in the US, network differentiation in Europe has not paid off so far in terms of
market share or pricing power – Switzerland and Germany being the two exceptions.
However, as European economies start growing again, customers could become less
focused on pricing and more so on quality. Drawing from the US experience, Vodafone
and a few others are trying to play network differentiation to their advantage.

How will mobile challengers react?
Capex increases by the mobile leaders is creating a headache for challengers, most of
whom have limited financial resources and are generating weak returns (below their
cost of capital) as they are lacking in scale.
Many industry participants hope that this will trigger consolidation and we do indeed
expect to see more deals if the EC decisions on Ireland and Germany are supportive.
Full mergers may not always be possible however, and in any case, whether a full
merger turns out to be value creative or destructive would be heavily dependent on the
regulators (approval? remedies?) and on market structures (whether there are
fixed/cable operators with mobile ambitions).
Challengers must therefore look at other options to stay competitive in the network
game whilst optimising capital efficiency:
– Network sharing: this can lead to: 1) significantly lower costs (over 50% of the
potential cost synergies in a mobile merger relate to the integration of the two mobile
networks and these network-related savings can be achieved via a less risky network
sharing deal); and 2) a better scale, putting challengers more on-par with leaders in this
respect and accordingly in terms of potential network quality.
– Backhaul: many incumbents believe that fibre is an absolute necessity. With the rise
in speed and capacity requirements, having a powerful backhaul is indeed a must, but
fibre is in our view only a necessity in dense areas – where it is likely to be available to
all operators on a competitive wholesale basis – whilst microwave backhaul should
remain sufficient in lower density areas.
– “Patchwork networks”: with current technological advancements, operators will
increasingly be in the position to combine different types of assets (mobile and fixed;
3G, 4G and WiFi; national, regional and local, etc.) to optimise the customer
experience whilst avoiding unnecessary investments.
Overall, whether challengers merge or share networks, leaders are likely to end-up
facing more potent competitors, whilst the desired market repair may remain elusive.
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Fixed-line – Cable in the lead means even more capex for incumbents...
Cable networks allow for much faster speeds than fixed telecom networks, and the
story is not over: in a few years, the DOCSIS3.1 technology could enable download
speeds of up to 1Gbps. Even if consumers do not really need such speed right now,
cable’s ability to offer more for less will remain a competitive weapon.
Telcos need to step up their superfast broadband rollout efforts. The only competitive
technology so far is FTTH – but coverage remains very limited: 9% of European homes
passed (in the 10 countries covered) versus c.50% for cable. FTTC/VDSL, the cheaper
option chosen by most operators, is not future-proof. With vectoring, it allows for up to
100Mbps, i.e. only a tenth of what DOCSIS3.1 can offer. Mobile-based technologies
(4G) cannot cope with the huge traffic volumes required by home fixed-line usage (1050GB per month).
On our estimate, the incumbents will need to spend an additional EUR20bn-25bn on
top of what has already been committed, representing an uplift of c.20% to their fixedline capex over the next ten years. This assumes that:
– Operators currently relying on FTTC/VDSL will move on to FTTD, FTTB or FTTS
combined with G.Fast (speeds of up to 0.5-1Gbps). These technologies bring fibre
much closer to the home (but not into the home); as such, the cost is lower and the
rollout is easier and quicker than FTTH.
– In FTTH countries, we expect to see wider coverage but at a lower cost per home
passed than might initially be feared (thanks to network sharing, use of existing ducts
and/or wall-mounted rollout).

…and more M&A ahead for cable and altnets
Most alternative carriers, which unlike cable operators do not own a fixed-line local
loop, are increasingly caught between a rock and a hard place:
– In Germany, the UK, Belgium and the Netherlands i.e. the FTTC/VDSL countries,
altnets are likely to have to rely on a wholesale model, with lower EBITDA margins,
less opportunity to compete on price and a weaker ability to differentiate compared to
the current business model, which is based on the unbundling of the local loop;
– In France, Spain and Portugal i.e. the FTTH countries, altnets have the option to coinvest; still, the move to fibre is very costly and will turn out to be financially viable only
for altnets with significant market shares (>20%) and assuming that they are able to
roll out FTTH at a low cost (max. EUR300-350 per home passed).
The move to superfast broadband is therefore likely to lead to more consolidation.
We see a natural mobile-cable or mobile-altnet fit reflecting 1) the difficulty for noncable and non-incumbent players to compete organically in superfast broadband; 2) the
potential synergies, in terms of both costs and revenues, given the cross-selling
opportunities, and 3) the defensive rationale for mobile operators (avoiding mobile
competition from fixed-line players).
Overall, cable operators and fibre-rich altnets are in a strategic strong spot as they are
the fixed-line challengers with the best assets to compete in superfast broadband.
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The future of telecom networks: virtualised patchworks
The networks of the future will be “virtualised”, “IP-ised”, “layered” – with benefits in
terms of costs and simplicity but also in ease of interface with other networks and
players in the ecosystem. This is key because it will enable:
– “Patchwork networks” i.e. the emergence of operators built on a number of different
types of networks, owned by themselves or by others, combining different technologies
(fixed-line, mobile, cable, WiFi, etc.) and different generations (3G, 4G, etc.) over
different geographies (national, regional, local);
– New sources of revenues, based on business models leveraging on third parties,
including a better monetisation of operators’ networks with OTT players.

Revenue decline expected to slow progressively
Overall we see higher capex ultimately paying off in fixed-line with the building of higher
barriers to entry and more concentrated markets – although this will come at a higher
cost than currently expected for incumbents. In mobile, we believe that higher capex
will lead to a regrouping of networks but not necessarily to a decline in competition.
Indeed, the only way to boost pricing power remains undertaking market repair via
consolidation – but this is in the hands of regulators and will depend on market structures.
Overall, we continue to anticipate a revenue decline for European telcos: -1.6% CAGR
through 2016e, including -3% CAGR in mobile but growth in fixed broadband.
Figure 1: Contributions to sector growth
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Strategic focus by type of player
Cable operators will keep their lead in superfast broadband for a while thanks to their
superior network assets. In addition, we expect them (and other large fixed-line
challengers) to continue to successfully attack the mobile market (mainly via MVNOs) –
a strategy which is both additive (growing into a new market segment, even if the
margin is low) and defensive (cementing cable’s stronghold in households).
In markets where cable is independent from a mobile network operator – in particular in
countries where Liberty Global controls cable assets and/or where there are
independent strong fixed-line players without legacy mobile revenues (e.g. BT in the
UK). They remain the structural winner and mobile revenues will stay under pressure.
In markets where cable will be integrated with mobile operators – Portugal, part of
Germany and potentially France – the new mobile-cable beast will be in a strong
position to compete with the incumbent in quadruple-play. This will reinforce the need
for mobile operators with limited fixed-line assets to consolidate or cooperate.
Finally, for incumbents, the top-line could become less of a problem as revenue
stabilises – depending on the evolution of market structure in each country – but
overall, at the European level, we expect FCF to remain under pressure due to fibre
capex requirements.

Country-by-country view
– The markets where mobile challengers are under the heaviest financial pressure are
in our view France, Italy, Spain, Belgium and the UK;
– The countries where fixed-mobile competition is a key factor to watch (attempts by
cable or other fixed-line operators to grow in the mobile market) are Belgium, Spain,
the Netherlands, Germany and the UK.
– The countries with the most encouraging revenue trends are Austria and Switzerland
in mobile; the UK, Belgium, the Netherlands, Sweden and Switzerland in fixed-line.
– Countries where we see the most pressing need for incumbents to increase their
fixed-line capex are Belgium, Germany and Austria.
– Beyond Austria, Ireland and Germany, countries where mobile in-market
consolidation is likely to be attempted are France and Italy. In Spain, the UK and
Belgium, M&A involving mobile players is likely but this may manifest itself in fixedmobile deals.
– Countries with the most solid revenue outlook are in our view Switzerland, followed
by Austria, Sweden, the UK and Italy, whilst countries with the most potential for
improvement are in our view France, Spain and Italy, assuming there is consolidation.
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creativity, integrity and analytical rigor to every job, which means fast and dramatic performance improvements. Our constant
objective is to create value for our clients, placing innovation at the heart of our recommendations and fostering the use of new
technologies and next generation processes.
Arthur D. Little teams work both with major multinational groups and smaller growth driven companies. The firm has conducted
projects with many of Fortune 100 companies. The quality of our work is rewarded by our client’s loyalty: approximately 70% of our
worldwide revenue is generated by projects for companies that have been our clients for over three years.
With more than 500 professionals, the TIME practice (Telecommunications, Information, Media and Electronics) has unrivalled expertise
in strategic and technological assistance of leading telecom and media players. Arthur D. Little helps major telecom operators,
government agencies, equipment suppliers, Pay Television operators, Free to air channels and major internet players in the completion of
their most sensitive projects. The practice has gained a true and precise knowledge of the sector and of its main players.
During the last few months, Arthur D. Little has assisted several major telecom, media and internet players in the world with their
strategic plan, new technologies and innovative services.
For further information consult the Arthur D. Little website at www.adl.com.

Arthur D. Little
This report is authored by Exane and draws upon research and analysis of both Exane and Arthur D. Little. The conclusions are the results of
the aggregation of public materials and information provided in the course of recent interviews with a sample of industry players. At no point in
the development of this report was access given to the research team to client confidential information held by Arthur D. Little as a result of our
recent and ongoing consulting work in this area. Use of this report by any third party for whatever purpose should not, and does not, absolve
such third party from using due diligence in verifying the report’s contents.
Any use which a third party makes of this document, or any reliance on it, or decisions to be made based on it, are the responsibility of such
third party. Arthur D. Little, its affiliates and representatives accept no duty of care or liability of any kind whatsoever to any such third party, and
no responsibility for damages, if any, suffered by any third party as a result of decisions made, or not made, or actions taken, or not taken,
based on this document.
Arthur D. Little does not make investment recommendations, in this report or otherwise, and nothing in this report should be interpreted as an opinion
by Arthur D. Little either on market forecasts or on the prospects of specific companies.

Exane BNP Paribas Research

EUROPEAN TELECOM OPERATORS

26 March 2014

page 98

Analyst Certification
I hereby certify that all of the views expressed in this report accurately reflect my personal and independent views about the subject theme(s), company or companies,
and its or their securities. Antoine Pradayrol, Exane Ltd. No part of the research analyst's compensation was, is, or will be, directly, or indirectly, related to the specific
recommendations or views expressed by the research analyst in this research report.
This document contains material that has been prepared by the Exane entity, or entities, identified in the Analyst Certification above. Exane SA is regulated by the
Autorité des Marchés Financiers (AMF). Exane Limited is authorised and regulated by the Financial Conduct Authority (FCA).

Rating definitions
Stock Rating (vs Sector)
Outperform: The stock is expected to outperform the industry large-cap coverage universe over a 12-month investment horizon.
Neutral: The stock is expected to perform in line with the industry large-cap coverage universe over a 12-month investment horizon.
Underperform: The stock is expected to underperform the industry large-cap coverage universe over a 12-month investment horizon.
Under review: The rating of the stock has been placed under review for following important news. Any possible change will be confirmed as soon as possible.
Sector Rating (vs Market)
Outperform: The sector is expected to outperform the STOXX Europe 50 over a 12-month investment horizon.
Neutral: The sector is expected to perform in line with the STOXX Europe 50 over a 12-month investment horizon.
Underperform: The sector is expected to underperform the STOXX Europe 50 over a 12-month investment horizon.
Key ideas
BUY: The stock is expected to deliver an absolute return in excess of 30% over the next two years. Exane BNP Paribas’ Key Ideas Buy List comprises selected stocks that
meet this criterion.

Distribution of Exane BNP Paribas’ equity recommendations
As at 07/01/2014 Exane BNP Paribas covered 630 stocks. The stocks that, for regulatory reasons, are not accorded a rating by Exane BNP Paribas are excluded
from these statistics. For regulatory reasons, our ratings of Outperform, Neutral and Underperform correspond respectively to Buy, Hold and Sell; the underlying
signification is, however, different as our ratings are relative to the sector.
40% of stocks covered by Exane BNP Paribas were rated Outperform. During the last 12 months, Exane acted as distributor for BNP Paribas on the 2% of stocks with
this rating for which BNP Paribas acted as manager or co-manager on a public offering. BNP Paribas provided investment banking services to 8% of the companies
accorded this rating*.
40% of stocks covered by Exane BNP Paribas were rated Neutral. During the last 12 months, Exane acted as distributor for BNP Paribas on the 2% of stocks with this
rating for which BNP Paribas acted as manager or co-manager on a public offering. BNP Paribas provided investment banking services to 6% of the companies
accorded this rating*.
20% of stocks covered by Exane BNP Paribas were rated Underperform. During the last 12 months, Exane acted as distributor for BNP Paribas on the 2% of stocks
with this rating for which BNP Paribas acted as manager or co-manager on a public offering. BNP Paribas provided investment banking services to 3% of the
companies accorded this rating*.
* Exane is independent from BNP Paribas. Nevertheless, in order to maintain absolute transparency, we include in this category transactions carried out by BNP
Paribas independently from Exane. For the purpose of clarity, we have excluded fixed income transactions carried out by BNP Paribas.

Commitment of transparency on potential conflicts of interest
Complete disclosures, please see www.exane.com/compliance

Exane
Pursuant to Directive 2003/125/CE and NASD Rule 2711(h)
Unless specified, Exane is unaware of significant conflicts of interest with companies mentioned in this report.
Company

Investment
banking

Distributor

Liquidity
provider

Corporate
links

Analyst's
personal
interest

Equity
stake US
Law

Equity
stake
French Law

Disclosure
to
company

Amended
after
disclosure
to
company

Additional
material
conflicts

NO

Eutelsat

NO

NO

YES

NO

NO

NO

NO

NO

NO

Iliad

NO

YES

YES

NO

NO

NO

NO

NO

NO

NO

KPN

NO

NO

NO

NO

NO

NO

NO

NO

NO

YES

Additional material conflicts
KPN: Exane - interested in the success of KPN Rights Issue (04/2013).

Source: Exane
See www.exane.com/disclosureequitiesuk for details

BNP Paribas
Exane is independent of BNP Paribas (BNPP) and the agreement between the two companies is structured to guarantee the independence of Exane's research,
published under the brand name “Exane BNP Paribas”. Nevertheless, to respect a principle of transparency, we separately identify potential conflicts of interest with
BNPP regarding the company/(ies) covered by this research document.
Potential conflicts of interest:
Bouygues: As of 28/02/2014 BNPP owns 1,85% of BOUYGUES SA. A director of BNP P has non executive role in Bouygues.
Iliad: BNPP - Sole Bookrunner for the Accelerated Book Building of secondary shares (09/2013).
KPN: BNPP - co-lead manager in the rights issue announced (04/2013).
Numericable: BNPP - advisor to Vivendi for its project to sell SFR (03/2014).
Orange: As of 28/02/2014 BNPP owns 1,14% of ORANGE
Swisscom: As of 28/02/2014 BNPP owns 1,12% of SWISSCOM AG-REG
Telecom Italia: BNP Paribas - Joint Bookrunner for the guaranteed subordinated mandatory convertible bonds due 2016 (11/2013).

Source: BNP Paribas

Exane BNP Paribas Research

EUROPEAN TELECOM OPERATORS

26 March 2014

page 99

Exane BNP Paribas
Antoine Pradayrol
(+44) 207 039 9489
antoine.pradayrol@exanebnpparibas.com
telecoms@exanebnpparibas.com

All Exane research documents are available to all clients simultaneously on the Exane website (www.exanebnpparibas-equities.com). Most published
research is also available via third-party aggregators such as Bloomberg, Multex, Factset and Capital IQ. Exane is not responsible for the
redistribution of research by third-party aggregators.
Important notice: Please refer to our complete disclosure notice available on www.exane.com/compliance

Arthur D Little
Bertrand Grau
(+33) 1 55 74 29 24
grau.bertrand@adlittle.com
Arthur D. Little, Paris

This research is produced by one or more of EXANE SA, EXANE Limited and Exane Inc (collectively referred to as “EXANE”) . EXANE SA is
authorized by the Autorité de Contrôle Prudentiel et de Résolution and regulated by the Autorité des Marchés Financiers (“AMF”). EXANE Limited
is authorized and regulated by the Financial Conduct Authority (“FCA”). Exane Inc is registered and regulated by the Financial Industry Regulatory
Authority (“FINRA”). In accordance with the requirements of FCA COBS 12.2.3R and associated guidance, of article 313-20 of the AMF Règlement
Général, and of FINRA Rule 2711, Exane’s policy for managing conﬂicts of interest in relation to investment research is published on Exane’s web
site (www.exane.com). Exane also follows the guidelines described in the code of conduct of the Association Francaise des Entreprises
d’Investissement (“AFEI”) on managing conﬂicts of interest in the ﬁeld of investment research. This code of conduct is available on Exane’s web
site (www.exane.com).
This research is solely for the private information of the recipients. All information contained in this research report has been compiled from sources
believed to be reliable. However, no representation or warranty, express or implied, is made with respect to the completeness or accuracy of its
contents, and it is not to be relied upon as such. Opinions contained in this research report represent Exane’s current opinions on the date of the
report only. Exane is not soliciting an action based upon it, and under no circumstances is it to be used or considered as an offer to sell, or a
solicitation of any offer to buy.
While Exane endeavours to update its research reports from time to time, there may be legal and/or other reasons why Exane cannot do so and,
accordingly, Exane disclaims any obligation to do so.
This report is provided solely for the information of professional investors who are expected to make their own investment decisions without undue
reliance on this report and Exane accepts no liability whatsoever for any direct or consequential loss arising from any use of this report or its
contents.
This report may not be reproduced, distributed or published by any recipient for any purpose. Any United States person wishing to obtain further
information or to effect a transaction in any security discussed in this report should do so only through Exane Inc., which has distributed this report
in the United States and, subject to the above, accepts responsibility for its contents.
BNP PARIBAS has acquired an interest in VERNER INVESTISSEMENTS the parent company of EXANE. VERNER INVESTISSEMENTS is
controlled by the management of EXANE. BNP PARIBAS’s voting rights as a shareholder of VERNER INVESTISSEMENTS will be limited to 40%
of overall voting rights of VERNER INVESTISSEMENTS.

EXANE BNP PARIBAS

Arthur D. Little France
51 rue François 1er
75008 Paris
France
Tel:
(+33) 1 55 74 29 00
Fax: (+33) 1 55 74 28 03

Arthur D. Little Austria
Schottengasse 1
AT-1010 Wien
Austria
Tel:
(+43) 1 515 41 0
Fax: (+43) 1 515 41 23

Avenue de Bourgetlaan 42
1130 Brussels
Belgium
Tel:
(+32) 2 761 72 00
Fax: (+32) 2 762 07 58

Arthur D. Little Czech Republic
Danube House
Karolinská 650/1
186 00 Praha 8
Czech Republic
Tel:
(+420) 224 941 303
Fax: (+420) 224 941 302

Arthur D. Little GmbH

Nymphenburger Höfe
Nymphenburger Str. 4
D-80335 München
Germany
Tel:
(+49) 89 38088 700
Fax: (+49) 89 38088 750

Arthur D. Little Italy

Via Sardegna, 40
00187 Rome
Italy
Tel:
(+39) 06 68 88 21
Fax: (+39) 06 68 88 23 22

Arthur D. Little Netherlands
Strawinskylaan 10
1077 XZ Amsterdam
The Netherlands
Tel:
(+31) 20 30 16 500
Fax: (+31) 20 30 16 501

Arthur D. Little Spain

Ortega y Gasset 20 Planta 3a
2806 Madrid
Spain
Tel:
(+34) 91 702 7400
Fax: (+34) 91 702 7499

Arthur D. Little Sweden
Kungsgatan 12-14
S-107 25 Stockholm
Sweden
Tel:
(+46) 8 50 30 65 00
Fax: (+46) 8 50 30 65 02

Arthur D. Little Switzerland
Sempacherstrasse 15
8032 Zürich
Switzerland
Tel:
(+41) 44 722 89 89
Fax: (+41) 44 722 89 99

LONDON

Arthur D. Little USA

PARIS

Arthur D Little China, Ltd

FRANKFURT

One Bedford Avenue
London
WC1B 3AU London
UK
Tel:
(+44) 207 766 0200
Fax: (+44) 207 766 0201

One Federal Street
Suite 2810
Boston, MA 02110
USA
Tel:
(+1) 617 532 95550
Fax: (+1) 617 261 6630

41/F, Tower 2, Grand Gateway Plaza,
No.3 Hong Qiao Road
200030 Shanghai
Tel:
(+86) 21 64478866
Fax: (+86) 21 6447 0506

Arthur D. Little Japan

Toranomon 37 Mori Building
3-5-Toranomon, Minato-ku
Tokyo 105-0001
Japan
Tel:
(+81) 3 3436 2196
Fax: (+81) 3 3436 2197

Arthur D. Little Korea

9th Floor Leema Building
146-1 Susong-dong Chongro-ku
Seoul, Korea 110-755
Tel:
(+82) 2 720 2040
Fax: (+82) 2 720 2100

Arthur D. Little Malaysia
Ofﬁce Suite 19-13-2
Level 13, UOA Centre
19 Jalan Pinang
50450 Kuala Lumpur
Malaysia
Tel:
(+60) 3 2164 6063
Fax: (+60) 3 2164 6067

Arthur D. Little Middle East

Ofﬁce 606, 6th ﬂoor, Arjaan Tower
Al Sufouh Complex, Al Sufouh Road
Dubai Media City
PO Box 112687
Dubai, United Arab Emirates
Tel:
(+971) 4 433 5401
Fax: (+971) 4 429 0679

www.adlittle.com

Exane Ltd
1 Hanover Street
London W1S 1YZ
UK
Tel:
(+44) 207 039 9400
Fax: (+44) 207 039 9440

Exane S.A.
16 Avenue Matignon
75008 Paris
France
Tel:
(+33) 1 44 95 40 00
Fax: (+33) 1 44 95 40 01

Branch of Exane S.A.
Europa-Allee 12, 3rd ﬂoor
60327 Frankfurt am Main
Germany
Tel:
(+49) 69 42 72 97 300
Fax: (+49) 69 42 72 97 301

GENEVA

Branch of Exane S.A.
Rue du Rhône 80
1204 Geneva
Switzerland
Tel:
(+41) 22 718 65 65
Fax: (+41) 22 718 65 00

MADRID

Branch of Exane S.A.
Calle Serrano 73
28006 Madrid
Spain
Tel:
(+34) 91 114 83 00
Fax: (+34) 91 114 83 01

MILAN

Branch of Exane S.A.
Via dei Bossi 4
20121 Milan
Italy
Tel:
(+39) 02 89 63 17 13
Fax: (+39) 02 89 63 17 01

EUROPEAN TELECOM OPERATORS - CAPEX: THE LONG MARCH

Arthur D. Little Benelux NV/SA

Arthur D. Little UK

European Telecom Operators

Capex: the long march

26 MARCH 2014
Antoine Pradayrol

NEW YORK

Bertrand Grau

Exane Inc.
640 Fifth Avenue
15th Floor
New York, NY 10019
USA
Tel:
(+1) 212 634 4990
Fax: (+1) 212 634 5171

This 13th edition of the joint annual report by Exane BNP
Paribas and Arthur D. Little focuses on the new capex
cycle in the sector. We held 118 meetings in the
telecom-media-technology arena, across 24 countries.
Capex is rising to new peaks, in mobile and in ﬁxed,
driven by technology evolutions and intense competition.
In mobile, this puts added pressure on challengers. M&A
is one option but there are others. In any case, leaders
will end up facing challengers with larger scale,
in markets that may or may not ‘repair’.
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In ﬁxed-line, cable has an upgrade path to 1Gbps
broadband, so FTTC/VDSL is not future-proof.
Incumbents face another 20% step-up in ﬁxed-line capex.
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Sector revenues should continue to decline (-1.6% pa
until 2016e) but the pace should slow from 2014e.

