Y
) §
‘Global Event Update

Seallell Jlo bl Cuy
Global Tnvestment House Etisalat in talks to buy 25% in India’s Reliance Communications

As per media reports Etisalat is in talks to buy a 25% stake in India's Reliance
Communications Ltd. (RCom) for about US$3.8bn.

e RCom operates both GSM and CDMA networks and provides mobile services to
over 100mn customers in India. At present, 67.58% equity in RCom is owned by
the company’s promoter Anil Ambani and the rest by public and institutional
investors. If the proposed deal is completed, the company's paid-up capital will
increase by 25%, which will bring down Anil Ambani's stake to around 55%.

e  If the deal takes place, Etisalat will also make an open offer to existing shareholders
to buy an additional 20% stake in the Indian telecom operator. This is required as
per India's capital market regulations. This will entail further investments of about
US$3.2bn for 20% stake.

e Etisalat already has a telecom presence in India, holding 45% of Etisalat DB
Telecom Pvt. Ltd., a joint venture with India-based Dynamix Balwas Group. This
joint venture has a licence to operate telecom services in 15 circles of India.

e If Etisalat wants to buy into RCom, it will have to sell its stake in the joint venture
because India’s telecom regulations don't permit any company to hold more than
10% of two telecom companies operating in the same service areas. Etisalat had
made a total investment of around US$900mn to buy the stake in Etisalat DB.

e RCom had paid US$1.8bn to the Government of India for 3G spectrum that was
auctioned recently. The sale of stake will help RCom raise funds for its 3G roll-out
plan.

e Etisalat has a strong balance sheet and is a net cash positive company, which will
enable it to continue pursuing its expansion strategy and eye strategic acquisitions.

e In our opinion the deal valuation looks expensive on couple of parameters:
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a) The deal values 25% stake in RCom at US$3.8bn thus valuing it at US$15bn
as compared to its current market cap. of about US$6.7bn.

b) This implies a more than 100% premium to RCom’s current market price.

¢) Transaction multiple looks expensive. The deal values RCom at 2011E
earnings multiple of 25x and 2011E EV/EBITDA of 12.0x (based on
Bloomberg consensus estimates).
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Disclaimer

This material was produced by Global Investment House KSCC (‘Global’), a firm regulated by the Central Bank of Kuwait. This
document is not to be used or considered as an offer to sell or a solicitation of an offer to buy any securities. Global may, from time to
time, to the extent permitted by law, participate or invest in other financing transactions with the issuers of the securities (‘securities’),
petform services for or solicit business from such issuer, and/or have a position or effect transactions in the securities or options
thereof. Global may, to the extent permitted by applicable Kuwaiti law or other applicable laws or regulations, effect transactions in the
securities before this material is published to recipients.

Information and opinions contained herein have been compiled or arrived by Global from sources believed to be reliable, but Global
has not independently verified the contents of this document. Accordingly, no representation or warranty, express or implied, is made
as to and no reliance should be placed on the fairness, accuracy, completeness or correctness of the information and opinions
contained in this document. Global accepts no liability for any loss arising from the use of this document or its contents or otherwise
arising in connection therewith. This document is not to be relied upon or used in substitution for the exercise of independent
judgment. Global shall have no responsibility or liability whatsoever in respect of any inaccuracy in or omission from this or any other
document prepared by Global for, or sent by Global to any person and any such person shall be responsible for conducting his own
investigation and analysis of the information contained or referred to in this document and of evaluating the merits and risks involved
in the securities forming the subject matter of this or other such document.

Opinions and estimates constitute our judgment and are subject to change without prior notice. Past performance is not indicative of
future results. This document does not constitute an offer or invitation to subsctibe for or purchase any securities, and neither this
document nor anything contained herein shall form the basis of any contract or commitment whatsoever. It is being furnished to you
solely for your information and may not be reproduced or redistributed to any other person. Neither this report nor any copy hereof
may be distributed in any jurisdiction outside Kuwait where its distribution may be restricted by law. Persons who receive this report
should make themselves aware of and adhere to any such restrictions. By accepting this report you agtee to be bound by the foregoing
limitations.




