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1H2013 result beat, profitability under pressure in next 2 years

China Mobile (CM) 1H2013 revenue was RMB303bn, up 10.4% YoY;
mobile service revenue was RMB284bn, up 6.8%YoY; terminal sales
revenue was RMB18bn, up 132% YoY. CM reclassified terminal sales
and cost of terminal sales for the first time. Net profit was RMB63bn,
up 1.5% YoY, beating consensus by 1.8%. We see strong 3G net adds
and YoY growth of data revenue in 1H2013 thanks to heavy
promotion of 3G terminals. Strengthened 3G capability will help CM
to enjoy a smoother transition period from 3G to 4G. However, we
expect acceleration of voice revenue decline, increasing 3G related
expenses (subsidy and marketing) and increased CAPEX to
continue to deteriorate CM’s profitability in 2013- 2014. We reiterate
Neutral rating, with TP unchanged.

Improved 3G capabilities: CM 1H2013 data revenue was RMB95.4bn,
up 25% YoY. 3G terminal sales improved significantly as 66mn units were
sold in 1H2013 comparing to 56mn in full year 2012, resulting in strong
3G net adds of 50mn in 1H2013. Total 3G user base reached 137mn.
Improved 3G capabilities eased our concern that CM may lose significant
number of customers during the transition of 2G users to 3G users. Also,
WLAN data traffic represents 75% of total wireless data traffic, up from
72% in 4Q2012, meaning 1) the pressure of heavy data traffic was eased
by WLAN 2) 3G signal issue did not see meaningful improvement given
strong 3G net adds but small proportion of data consumption via 3G
network.

Stable 4G development progress: CM maintained 200,000 base station
construction and RMB190bn CAPEX targets and planned to cover 100
major cities in China in 2013. We believe CAPEX will remain high in
coming 1-2 vyears. Intensive CAPEX will certainly damage CM'’s
profitability in terms of depreciation expense. Given technical
disadvantage of TD-CDMA, we expect CM to invest more in 4G than its
competitors. However, given solid improvement of 3G business, we
expect strong growth of data revenue will partially offset decline of voice
revenue and increase of related expenses.

Valuation and rating: We revised down 2013-2015E earnings estimation
by 0.5%, 0.7% and 1.3% respectively. Maintain Neutral rating. According
to our DCF model, TP unchanged.

Financials

RMB mn 2011 2012 2013E 2014E 2015E
Revenue 527,999 560,413 630,784 683,821 738,361
Growth(%) 9% 6% 13% 8% 8%
Net income 125,979 129,381 130,373 131,474 136,032
Growth(%) 5% 3% 1% 1% 3%
EPS(RMB) 6.25 6.44 6.49 6.54 6.77
DPS(RMB) 3.33 3.34 3.36 3.39 11.67
P/E(X) 10.96 10.63 10.56 10.47 10.12
P/B(X) 2.10 1.98 2.02 1.98 1.94
ROE(%) 19.29%  17.84%  18.31%  18.13%  18.35%

Source: Company data, CMS(HK) estimate
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TR IGCE|4GHY 1T B o T AE SIEF L S U N B ik T g, 3Gk 3N (4h
TEBEAK) A3 e AR K8 3 A b T AT I 8 %745 55 2013-2014-F- 44
Vg A. BMNEHSHNFHEGIRR, BEHTE,

KB B A 36k KB 5] 1H2013 F 3 B AL N 95412 ., B Ho 3% 25. 5%.
&m«i%édﬁﬁﬁé&% B Bk &, EXFAEE TD 43% 6600 7 3%, AR
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B PR RARRR L, LFF373% 36 A P 5000 77 F, BHEE]1.371C. 4%
fi# T AMZ AT T30 36 69 % H A T A FRAM 26 %) 36 #H ey F X
AR KR P oy, FARAEEE, WiFi AELH T ERLEAHERE
% 75%, #2012 F&k EH T 3 /;\Eh\,ﬁo — AL WIFi iR &6 5 iRtk
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Lond ) R RIET KE#38 3G A P, AT ASCAB AN 69 B 38 K30 534

HAERIBEEFLEBNT E AR R A LA, 14550 ho-F4200 TR T
B F R BB HEA S T AN S 2013-2015 F 2 A M 0.5%, 0. 7%A&
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B1: ¥ B4 7 £ b5 s HAE

THARD 1H2011 2H2011 1H2012 2H2012 1H2013

EE LS 173231 364,189 177,128 368,025 175072

I 4 64,783 139,330 75,985 166,348 95,388

A E BN 12,066 24,480 13417 26,040 14,211

Y - S N 3,464 7,937 18,433

BB 253544 527,999 274467 560,413 303,104

o, 7k AL % -2,295 -5,188 -4,208 -9,909 -8,857

R 1] B g% AL -11,379 -23533 -12,298 -25,140 -12,833

| -48,361 -97,113 -49,652 -100,848 52,223

AL ARA -13,107 -28,672 -15,134 -31,256 -16,534

WERR -37,249 -96,830 -38,344 -104,906 -40,625

AR S R A -10,643 -18,384 -30,601

HAEIE S b -54,746 -125,364 -62,180 -137,832 -70,007

iR R A -175,094 -376,700 -194,237 -409,891 -231,680

% iz A 9 75,764 151,299 73,366 150,522 71,424

F AN F B - 2,559 - 2,208 -

B S AN 222 571 244 615 387

H BN 3,563 8413 5916 12,661 7,324

B AR A -339 -565 -221 -390 -167

5 b BN 8] A 2,016 4,306 2,867 5,685 3,308

Rk AN 8 T AR -2 -1 1 -1 -

I A AT A 0 81,224 166,582 90,110 171,300 82,276

B 13 H -19,854 -40,603 -19,933 -41,919 -19,095

A A 61,370 125,979 62,240 129,381 63,181

EBITDA 124,152 251,025 123,100 253,600 123,687

NGRS £ 8.82% 8.81% 9.75% 6.14% 10.43%

EBITDAF] w3 i& 6% 5% -0.8% 1.0% 0.5%

A A0 3H F) bb ik 6.1% 5.0% 1.4% 2.7% 1.5%

EBITDA% 49% 48% 45% 45% 41%

A ) 8 & 24% 24% 23% 23% 21%

Mr#& (BFF) 622 649 683 710 740

HLP2GRFH (BHP) 585 598 616 622 603
H¥3GAF#% (BH F) 37 51 67 88 137

3GA 7 st 6% 8% 10% 12% 19%

ARPU (A K ) 70 71 67 68 66

3GARPU (AR ) 75 77

MOU (% 4h) 528 525 518 512 495

R na A, BEHER (F4)

B2: P BA%3) N BABR L 2

"AAARM 2013 (H)  2013E (#) TA 2014E (1B)  2014E (#7) TA 2015E (1B)  2015E () T
FEMN 592,011 630, 784 6. 5% 626, 040 683, 821 9.2% 664,516 738, 361 11.1%
& & A 159, 251 154, 542 -3. 0% 159,953 150, 441 -5.9% 164, 468 154,317 -6.2%
KB AE 130, 975 130, 373 -0. 5% 132, 244 131,474 -0. 6% 136, 402 136,032 -0. 3%
EBITDA 260, 485 258, 622 -0. 7% 269,197 266, 690 -0. 9% 285, 742 280, 577 -1.8%
B A E 27% 25% - 4B 0 A 26% 2% -3.5HH 4 25% 1% 39794
EBITDA% 44% 41% ER 43% 39% -4H DA 43% 38% LR
e ZIbES 22% 1% -1.458p % 21% 19% -1.9F 9% 21% 18% -215%4
KR 2N, BEEFR (FHR) T
RN IR EST L T &P 30f6
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BE: W4T R

= ARE AL £
. w72 2011 2012 2013E  2014E  2015E |#4:: &% 2011 2012 2013E 2014E 2015E
AT~ 382,68 446,59 467,37 486,071 500,471 &l A 527,999 560,413 630,784 683,821 738,361
N4 86,259 70,906 66,261 59,925 53,310 wsf 5,188 9,909 15,770 17,096 18,459
B 7,944 7,195 7,915 8,706 9,577 RiE I 23533 25140 26,493 28,720 31,011
R ATk 2 9,165 11,722 13,825 15671 17,659 47\ 97,113 100,848 107,233 119,669 129,213
HA 19,483 8,605 14,053 16,989 15,377 AL A 28,672 31,256 34,062 36,926 39,871
AT H A LA SR F 12,854 15,913 16,400 18,463 19,936 i b iz & 222,194 242,738 229,606 248,911 269,502
AT 3 246,68 331,99 348,59 366,027 384,328 @iz A 376,700 409,891 476,242 533,380 584,043
ik 293 255 323 289 285 #iz#liE 151,299 150,522 154,542 150,441 154,317
JERBHT S~ 569,87 605,51 622,95 655,750 690,535 kil A4 2,559 2,208 - 3,419 3,692
AR 10,913 13,544 14,763 16,092 17,540 & & shic A 571 615 755 769 842
B = 5% 464,40 486,01 514,62 544,916 576,999 #l 4k 8,413 12,661 12,616 13,676 14,767
T H 50,510 52,062 53,151 54,320 55573 &% A& A -565 -390 -619 -525  -511
ik 44,050 53,894 40,422 40,422 40,422 p &®EAN 4306 5685 6,538 7,518 8,270
- Xai 952,55 1,052, 1,090,3 1,141,82 1,191,00 & & & & » -1 -1 -1 -1 -1
A R AR 273,24 297,79 355,69 398,769 435626 r&#LATAE 166,582 171,300 173,831 175,298 181,376
43 H0 4 B - 68 - - - PRARAR -40,603 -41,919 -43,458 -43,825 -45,344
REAT K 2K 210,56 228,88 278,36 312,082 342,656 A4 &A1iE 125,979 129,381 130,373 131,474 136,032
RN 51,753 57,988 66,232 75,220 81,220 EPS(%t) 6.25 6.44 649 654 6.77
HA 10,929 10,856 11,099 11,467 11,750
K3 Rtk 28,895 29,004 23,201 18,568 14,861 T EM %
KA 2K 28,617 28.619 22.895 18316 14,653 | 2011 2012 2013E 2014E 2015E
HA 278 385 306 252 208 fFm k%
R4t 302,13 326,80 378,89 417,337 450,487 & ixA 9% 6%  13% 8% 8%
A 2,140 2,142 2,139 2,140 2,141 & AIE 0% -1% 3% -3% 3%
fi% & 646,92 721,30 706,78 718,950 733,797 4%#iH 5% 3% 1% 1% 3%
VBT R A 1,355 1,862 2,514 3,393 4,581 HAFlgkH
R BB A T 952,55 1,052, 1,090,3 1,141,82 1,191,00 & ik #] 4 29%  27%  25% @ 22% @ 21%
& F) F 24%  23% 21%  19% = 18%
ROE 19% 18%  18%  18%  18%
AERER 2
e: a7 2011 2012E 2013E  2014E  2015E # =~ fi % 32% 31% 35% 37%  38%
BBEHALR 278,69 278,48 293,33 303,240 316,307 imdhLE 140 150 131 122 115
A 166,58 171,30 173,83 175,298 181,376 ikahib% 137 148 129 120 1.13
P8 e 97,435 101,20 107,63 120,080 129,633
w455 A 1,232 903 619 525 511 #EERSH
FeS g & -557 -556  -554 -553 552 £ & 055 053 058 0.60 0.62
BERETF 12,748 5,464 13,873 11,041 8,857 & B& I #t
®e 1,254 171 -2,069 -3,151 -3,518 #f&iki 6.25 6.44 6.49 6.54 6.77
BEEDAELR -160,3 -191,8 -191,63 -201,190 -211,288 4 f& % % 13.89 14.43 1461 1511 15.76
TAZH -120,5 -128,8 -191,47 -201,037 -211,135 4 A% # % 3241 36.14 3544 36.09 36.89
A b F -39,77 -63,01  -153 -153 -153  HAZAR A 333 334 336 339 1167
ERFHALR -52,46 -59,96 -62,681 -64,357 -66,087 4f&{ftbE
BT - - - 1 2 PE 10.96 10.63 10.56 10.47 10.12
£ 38 AR 3 Am 93 93 93 93 93 PB 210 198 202 198 194
BE A 5B -52,53 -54,73 -57,450 -59,127 -60,858 EV/EBITD 664 640 586 556 521
HA 24 5324 -5324 -5324 -5324
LA H R 25,168 -15,35 -4,538 -6,229  -6,509
TA R R AR E. BHIER (FH) W
WF L B R IE L2 G 0 R B 50f6
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