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ENTITY OF AUDI SARADAR GROUP

HIGHLIGHTS THE DEMERGER
The landmark merger deal of VimpelCom and Wind Telecom necessitates the demerger of certain assets 
that are not intended to be part of the newly formed group. According to the previously approved plan 
by Orascom Telecom Holding’s (OTH) shareholders held on 14/4/2011 and 23/10/2011, the company will 
partition into 2 separate entities; OTH and Orascom Telecom Media & Technology S.A. (OTMT) – which 
will embrace the demerged assets. These assets include OTH’s interests in Egyptian Company for Mobile 
Services (ECMS), CHEO Technology Joint Venture Company (Koryolink) in North Korea, as well as other 
investments in the media and undersea cable business.  (See Appendix)

As part of the demerger procedure, OTH has requested from the EGX to suspend trading its ordinary 
shares until further notice to facilitate the execution of the plan. Basically, the starting point of the 
demerger lies in the book value of the assets. Accordingly, upon prompt resumption of trading (date yet 
to be announced) the opening price will be 58% allocated to OTH and 42% to OTMT. 

OTH have set the financial statements of 30/09/2010 as a benchmark for the split, and consequently 
determined the allocation of the par values stemming from the respective book values. Nevertheless, 
looking at things from a different angle, we believe that OTH ought to trade at a much higher premium 
than the stipulated one due to the following 3 pillars:

1 �OTH’s sound economic footing in terms of subscriber growth in the 3 main operations being Algeria, 
Pakistan, and Bangladesh.

1 �ARPU resilience of Djezzy and Mobilink which contributed 62% and 27% of OTH’s (post-split) 9M2011 
EBITDA respectively. Nonetheless, we must add that Banglalink’s prosperity has yet to come at the 
price of ARPU dilution.        

1 �Advocating progress with regards to the Djezzy deadlock situation after VimpelCom CEO met with 
Algerian officials and market chatter of a ~7 billion USD valuation of the unit.

Proposed prices post stock-split based on closing price of EGP 2.98 vs. assumed book values:

 In nominal value (EGP millions) In percentage terms

OTH OTMT OTH OTMT

Proportionate EBITDA Q3 2010 6,599 1,323 83% 17%

Proportionate EBITDA Q3 2011 7,721 1,398 85% 15%

Net debt breakdown Q3 2010 12,056 0 100% 0%

Sum of Parts Valuation 26,036 9,320 74% 26%

Post stock-split value (according to BV) 1.73/share 1.25/share 58% 42%

Proposed post stock-split value 
(according to SOP valuation) 

2.19/share 0.79/share 74% 26%

We believe that upon resumption of trading, OTH and OTMT shares are to divert from their opening prices 
to reflect the hidden value of OTH’s portfolio. Accordingly, we anticipate a 26.6% uplift in OTH’s price. As 
for OTMT’s share price, and based on the value contribution of OTMT to the sum of parts valuation, it will 
have to drop by 36.8%. However, we believe that this drop will not happen given the floor set from the 
embedded value of Mobinil within OTMT. Mobinil currently trades at EGP 95.38 implying a market cap 
of EGP 9,538 million and an implied value of EGP 1.50 for OTMT. Moreover, the mere presence of the put 
option, even without the intent of exercising it, will provide a further support for OTMT price. Any mis-
pricing between OTMT and Mobinil will create an arbitrage opportunity for investors.

(In EGP) OTH OTMT

Expected value after market resumption of trading 2.19/share 1.5/share

Recommendation: Post the demerger, hold both OTH and OTMT as they offer an immediate 
upside of 26.6% and 20% respectively. 

Ownership Structure 

Wind Telecom - Italy 51.70%

Free Float 48.30%

Orascom Telecom Stock Performance (EGP)

Bloomberg Consensus

Stock Data

Ticker ORTE EY

Closing Price as of 8/12/11 (EGP) 2.98

Bloomberg Median Target 
Price (EGP)

5.40

Market Cap (EGP mn) 15,632.16

Market Cap (USD mn) 2,598.43

Number of Shares (mn) 5,246.69

Average Monthly Liquidity 

(EGP mn)

544

Free Float 48.30%

52 week Low (EGP) 2.68

52 week High (EGP) 4.75
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APPENDIX A: NEW OTMT STRUCTURE

APPENDIX B: NEW OTH STRUCTURE

 

 New OTH 

 

Pakistan Mobile Ltd. (Mobilink) 

 

OT Bangladesh Ltd. (Banglalink) 

 

OT Algeria S.P.A (DJEZZY) 

 

Wind Mobile - Canada 

Telecel Globe Africa 

96.81% 

100.0% 

100.0% 

100.0% 

65.40% 

 

98.50% 

31.03% 

28.75% 

1.00% 

20.00% 

75.00% 

51.00% 

100.0% 

95.00% 

100.0% 

99.99% 

ORABANK North Korea 

CHEO North Korea 

 

ECMS Egypt 

 

Mobinil Egypt 

MENA for Sea Cables 

ARPU Egypt 

OT Ventures 

 

Med Cables Ltd. UK 

 

Trans World Associates Pakistan 

 

 New OTMT 
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ISSUER

DISCLAIMER

AUDI SARADAR INVESTMENT BANK
Audi Saradar Investment Bank SAL • Lebanese joint stock company with a registered capital of 10,000,000,000 Lebanese 
Pounds • Commercial Registrar in Beirut: 30812 • Holding number 33 on the Central Bank’s Banks List.

Bank Audi Plaza • Bab Idriss • Beirut 2021 8102 Lebanon • P.O. Box 11-2560 • Beirut 1107 2808 • Lebanon. Phone: +961 1 
964072 • Fax: +961 1 970403 • Email: contactus@asib.com 

“All rights reserved. This research document (the “Document”) is prepared by Audi Saradar Investment Bank SAL (“ASIB”), 
being an entity of Audi Saradar Group, for the use of the clients of ASIB and/or the clients of any entity within the Audi 
Saradar Group.

This Document is disclosed to you on a confidential basis. Receipt and/or review of this Document constitute your agreement 
not to copy, modify, redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or information 
contained in this Document prior to public disclosure of the same by ASIB or the Audi Saradar Group or without the express 
prior written consent of ASIB.

This Document is not intended for dissemination, distribution to, or use by, any person or entity in any country or jurisdiction 
which would subject ASIB or any entity within the Audi Saradar Group, to any registration or licensing requirements within 
these jurisdictions or where it might be considered as unlawful. Accordingly, this Document is for distribution solely in 
jurisdictions where permitted and to persons who may receive it without breaching any applicable legal or regulatory 
requirements. In any case, this Document shall not be distributed in the Republic of Egypt.

Your attention is drawn to the fact that you should not access this Document if the regulations of your country of citizenship 
and/or residency or any applicable regulations prohibit it. In any case, persons who are subject to any restrictions in any 
country, such as US persons are not permitted to access information contained herein.

Neither the information, nor any opinion expressed herein constitutes an offer or an invitation or a recommendation to 
make an offer, to buy or sell any security or other investment product related to such security or investment. This Document 
provides general information only, is not intended to provide personal investment advice or recommendation and does not 
take into account the specific investment objectives, financial situation and the particular needs of any specific person who 
may receive it. You should seek financial, legal or tax advice regarding the appropriateness and suitability in investing in any 
security, other investment or investment strategy discussed or forecasted in this Document. 

You should carefully read the definitions of the Rating Guide provided in this Document. In addition you should read this 
Document in its entirety and not conclude its contents from the ratings solely. 

The information herein was obtained from various public sources believed in good faith to be reliable. Neither ASIB nor any 
entity within the Audi Saradar Group represents that the information contained in this Document is complete, accurate 
or free from any error and makes no representations or warranties whatsoever as to the data, information and opinions 
provided herein. 

This Document and any information, opinion and prospect contained herein reflect a judgment at its original date 
of publication by ASIB and are subject to change without notice. ASIB and/or any entity within the Audi Saradar Group 
may have issued, and may in the future issue, other research documents that are inconsistent with, and reach different 
conclusions from, the information, opinions and prospects presented in this Document. 

This Document reflects the different assumptions, views and analytical methods of the analysts who prepared them; ASIB, 
and the Audi Saradar Group are under no obligation to ensure that such other research documents are brought to the 
attention of any recipient of this Document. 

ASIB, any entity within the Audi Saradar Group, one or more of their affiliates and/or their officers (including but not limited 
to their strategists, analysts and sales staff) may have a financial interest in securities of the issuer(s) or related investments, 
may engage in securities transactions, on a proprietary basis or otherwise, in a manner inconsistent with the view taken in 
this Document and may take a view that is inconsistent with that taken herein.

The price, value of and income from any of the securities or financial instruments mentioned in this Document can fall as well 
as rise. The value of securities and financial instruments is subject to market conditions, volatility, exchange rate fluctuation 
and credit quality of any issuer that may have a positive or adverse effect on the price or income of such securities or 
financial instruments. Any forecasts on the economy, stock market, bond market or the economic trends of the markets are 
not necessarily a guide to future returns. You should understand that statements regarding future prospects may not be 
realized. Past performance should not be taken as an indication or guarantee of future performance, and no representation 
or warranty, express or implied, is made regarding future returns. As a result of the preceding, you may lose, as the case may 
be, the amount originally invested. 

None of ASIB, any entity within the Audi Saradar Group, any of their affiliates and/or their officers (including but not limited 
to their strategists, analysts and sales staff) shall be held liable for any loss or damage that may arise, directly or indirectly, 
from any use of the information contained in this Document nor for any decision or investment made on the basis of 
information contained herein.”


