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 Financial summary and valuation 
 2013 2014 2015E 2016E 2017E 

Revenue (Rmbm) 321,584.00 324,394.00 330,324.63 343,882.73 357,951.03 
YoY (%) 13.60                0.87                 1.83                 4.10                 4.09                 
Net income  (Rmbm) 17,666.00 17,759.00 21,640.46 27,307.69 34,293.21 
YoY (%) 17.46                0.53                 21.86                26.19                25.58                
EPS (Rmb) 0.22                 0.22                 0.27                 0.34                 0.42                 
Diluted EPS (Rmb) 0.22                 0.22                 0.27                 0.34                 0.42                 
ROE (%) 6.34                 6.19                 5.94                 9.11                 109.11               
Debt/asset (%) 48.70                48.31                42.76                44.73                44.39                
Dividend yield (%) 1.79                 2.10                 2.12                 2.59                 3.27                 
PE (x) 17.58                17.45                14.33                11.33                9.02                 
PB (x) 1.11                 1.07                 0.85                 0.81                 0.76                 
EV/Ebitda (x) 4.12                 3.80                 3.70                 3.39                 2.98                 
Note: Diluted EPS is calculated as if all outstanding convertible securities, such as convertible preferred shares, convertible debentures, 
stock options and warrants, were exercise.. 
 

 投资要点： 

 业绩略低于一致预期。中国电信发布 2014 年经营收入（含话机销售）为人民币 3244 亿元
（申万宏源预期 3220 亿元，彭博一致预期 3244 亿元），2014 年全年净利润为 177 亿元（申
万宏源预期 174 亿元，彭博一致预期 183 亿元）。净利润略低于彭博一致预期主要原因是营
改增负面影响和一次性小灵通（PAS）清频退网减值损失约人民币 13 亿元。公司也提供了不
考虑营改增负面影响的备考 14 年全年净利润（即在原先营业税体制下）为人民币 215 亿元
（同比上升 22.5%）。 

 资本开支增加符合预期。不考虑铁塔公司如期注入存量铁塔资产带来的 60 亿元资本开支节
约，公司指引 2015 年资本开支 1080 亿元（申万宏源预期 1100 亿元）。作为三大运营商中拥
有铁塔数量最少，电信可通过共享铁塔站址迅速提高网络覆盖，是最大的受益者。公司指引
15 年底前 4G 室外宏基站达到 32 万个（15 年新建 20 万个），室内分布系统达到 14 万套（15
年新建 8万套）。 

 清晰有竞争力的 4G 战略。公司计划建设 4G 网络覆盖 120 个重点城市，而这些重点城市代
表了全网 75%的数据流量消耗。此外，3G 设备预计将会从城市转移到农村，借助共享铁塔增
厚覆盖。最终 3G 网络将覆盖全国 92%人口和 80%的地域。公司估计联发科（2454.TT）今年 6
月推出六模全网通芯片（GSM、WCDMA、TD-SCDMA、CDMA、TDD-LTE、FDD-LTE）将丰富中电信
的 4G话机产业链，促进 4G迁移。 

 频谱的优势。根据我们和行业专家的了解，中电信 1800MHz 的 FDD-LTE 基站可以覆盖 3 倍
于中移动 2600MHz TDD-LTE 基站的面积，中电信 800MHz 的 CDMA 3G 基站可以覆盖 10 倍于中
移动 2600MHz TDD-LTE 基站的面积。简言之，借助铁塔公司共享基站、频谱和 FDD-LTE 的优
势，中电信可以在 120 个重点城市提供比中移动室内/室外更好的 4G LTE 覆盖，在农村地带
可以提供接近于中移动 4G的 3G覆盖。 

 ARPU 反转。我们估计中电信 14 年 1-4 季度平均移动 Arpu 分别为人民币 55.0 元、58.0
元、52.6 元和 50.4 元，主要是由于下半年有营改增和营销方式转变的影响。然而，我们估
计 15 年中电信的移动 Arpu 将面临反转，从 14 年人民币 54.0 元（同比下滑 1.5%）提升到 15
年人民币 54.8 元（同比上升 1.5%）。同时我们注意到中电信是三家中受 OTT 影响最小的运
营商，用户平均每月通话分钟数稳中有升，14 年 1-4 季度分别为 277 分钟、308 分钟、310
分钟和 302分钟。 

 上调至增持评级。考虑到 Arpu 反转和有效的成本管控，我们维持 15E EPS 0.27 元（同比
增加 21.9%）不变，上调 16 年 EPS 从 0.33 元到人民币 0.34 元（同比增加 25.2%），同时预
计 17 年 EPS 为 0.42 元（同比增加 25.6%）。我们维持目标价 5.4 港币不变，对应 16.0 倍 15
年 PE，12.6 倍 16 年 PE 和 10.1 倍 17 年 PE。对应 11.6%的上涨空间，我们上调评级从持有到
增持。中国电信仍然作为我们三大运营商的首选标的。 

 

 
 
 
The company does not hold any equities or 
derivatives of the listed company 
mentioned in this report (“target”), but then 
we shall provide financial advisory services 
subject to the relevant laws and 
regulations. Any affiliates of the company 
may hold equities of the target, which may 
exceed 1 percent of issued shares subject 
to the relevant laws and regulations. The 
company may also provide investment 
banking services to the target. The 
Company fulfills its duty of disclosure within 
its sphere of knowledge. The clients may 
contact compliance@swsresearch.com for 
relevant disclosure materials or log into 
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column for further information. The clients 
shall have a comprehensive understanding 
of the disclosure and disclaimer upon the 
last page. 
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2014 results. China Telecom reported 2014 full-year revenue of Rmb324.4bn (above 
SWS forecast of Rmb322.0bn but in line with Bloomberg consensus of Rmb324.4bn) and 
full-year net profit of Rmb17.7bn (SWS estimate Rmb17.4bn vs Bloomberg consensus 
Rmb18.3bn). The lower than consensus net income was mainly due to the impact of 
VAT reform in the telecom sector, as well as a one-time write-off of c.Rmb1.3bn 
associated with the aging Personal Access System (PAS). The company reported pro 
forma net profit (excluding the VAT impact) of Rmb21.5bn (+22.5% YoY). 

Expected aggressive Capex guidance. The company guided a c.Rmb108bn (SWS forecast 
of Rmb110bn) Capex budget for 2015 without consideration of a c.Rmb6bn benefit from 
its tower sharing joint venture with other telcos. As the largest beneficiary of the JV, 
China Telecom plans to expand its network to 320k (+200k in 2015) 4G base stations, 
and 140k (+80k in 2015) indoor radio distribution system stations by end-2015. 

Clear and competitive 4G strategy. The company plans to build a 4G network covering 
the 120 cities in which c.75% of mobile data traffic in China is consumed, and will likely 
shift 3G equipment to rural areas to expand its 3G network to cover 92% of the 
population. Furthermore, the company expects MediaTek’s (2454: TT) six-mode LTE 
communication chipset to be released June-2015 will enrich its handsets offerings and 
support 4G migration.  

Advantage of spectrums. According to our interview with industry experts, one China 
Telecom base station with sub-1800MHz FDD-LTE technology could provide coverage 
over an area three times the size of that of China Mobile’s sub-2600MHz TDD-LTE 
technology, and each China Telecom base station with sub-800MHz CDMA 3G 
technology could cover 10x the area of China Mobile’s TDD-LTE stations. Simply 
speaking, China Telecom could provide equivalent 3G coverage under 800MHz to China 
Mobile’s 4G coverage in rural areas, and better indoor/outdoor 4G coverage under 
1800MHz in urban areas than China Mobile’s 4G coverage. 

Arpu turning around. We estimate blended mobile average revenue per user (Arpu) 
Rmb55.0 in 1Q14, Rmb58.0 in 2Q14, Rmb52.6 in 3Q14 and Rmb50.4 in 4Q14 mainly 
because of VAT reform and transformation of marketing system in 2H14. However, we 
expect Arpu will turn around from Rmb54.0 (-1.5% YoY) in 2014 to Rmb54.8 (+1.5% YoY) 
in 2015. Also, we note that China Telecom is the least negatively affected by over-the-
top (OTT) competition.  

Upgrade to Outperform. We maintain our EPS forecast of Rmb0.27 (+21.9% YoY) in 15E, 
slightly revise up our EPS forecasts from Rmb0.33 to Rmb0.34 (+26.2% YoY) in 16E, and 
expect EPS of Rmb0.42 (+25.6% YoY) in 17E. We maintain our target price of HK$5.4, 
representing 16.0x 15E, 12.6x 16E PE and 10.1x 17E PE. With 11.6% upside, we upgrade 
our rating from Hold to Outperform. China Telecom remains our top pick among the 
three operators. 
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  Appendix 
 

Table 1: Consolidated Income Statement 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Table 2: Consolidated Cash Flow Statement 
million RMB 2013 2014 2015E 2016E 2017E 

ProfitBeforeTaxation 23088.00 23257.00 28837.29 36393.59 45707.61 

DeprAndAmortisation 63461.56 64764.12 68211.82 72374.60 76159.60 

FinanceCost 5153.00 5291.00 5500.00 5500.00 5500.00 

LossesFromInvestments 0.00 0.00 0.00 0.00 0.00 

ChangeInWorkingCapital (25892.00) 6833.00 (7114.18) 5250.72 3499.92 

Others (1731.48) 8823.81 254.28 (112.54) (188.06) 

CFFromOperatingActivities 88351.00 95933.93 82259.21 105976.38 117249.08 

CAPEX 79292.75 80902.49 110868.08 104501.37 94640.32 

OtherCFFromInvestingActivities (1023.50) (4019.46) (7301.00) (3430.00) (5531.00) 

CFFromInvestingActivities (107948.00) (79686.95) (112639.08) (102401.37) (94641.32) 

EquityFinancing 0.00 0.00 0.00 0.00 0.00 

NetChangeInLiabilities 4490.00 12665.00 44750.00 29750.00 9750.00 

DividendAndInterstPaid (5522.25) (6491.65) (6541.60) (7982.95) (10073.53) 

OtherCFFromFinancingActivities 1353.74 (3523.77) (2055.27) (4132.28) (4190.28) 

CFFromFinancingActivities 5637.00 2649.58 36153.13 17634.76 (4513.82) 

NetCashFlow (13960.00) 18896.56 5773.26 21209.77 18093.94 

FCFF 138908.31 175509.61 199056.19 214884.39 214043.06 

FCFE 138245.31 182883.61 238306.19 239134.39 218293.06 

 
 
Table 3: Consolidated Balance Sheet 

million RMB 2013 2014 2015E 2016E 2017E 

CurrentAssets 52783.00 59543.00 83271.05 105735.72 124928.91 

BankBalancesAndCash 16070.00 20436.00 40739.82 61949.59 80044.52 

TradeAndOtherReceivables 20022.00 21562.00 22021.64 22925.52 23863.40 

Inventories 6523.00 4225.00 5389.59 5610.62 5769.98 

OtherCurrentAssets 7881.00 11941.00 12000.00 12000.00 12000.00 

million RMB 2013 2014 2015E 2016E 2017E 

Revenue 321584.00 324394.00 330324.63 343882.73 357951.03 

CostofSales 154585.00 166822.00 161687.82 168318.46 173099.53 

GrossProfit 166999.00 157572.00 168636.81 175564.27 184851.51 

OtherIncome 773.00 40.00 50.00 50.00 50.00 

SGAExpenses 139531.00 129064.00 134349.52 133720.68 133693.90 

EBITDA 90929.56 93272.12 102499.11 114218.19 127317.21 

EBIT 27468.00 28508.00 34287.29 41843.59 51157.61 

FinanceCosts 5153.00 5291.00 5500.00 5500.00 5500.00 

ProfitBeforeTax 23088.00 23257.00 28837.29 36393.59 45707.61 

IncomeTaxExpense 5422.00 5498.00 7196.82 9085.90 11414.40 

MinorityInterests 121.00 79.00 120.00 81.92 102.88 

ProfitfortheYear 17666.00 17759.00 21640.46 27307.69 34293.21 
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LongTermInvestment 2132.00 2050.00 2200.00 2470.00 2470.00 

PPE 418498.00 426057.00 480087.83 512411.53 531271.09 

IntangibleAndOtherAssets 37962.00 37909.88 37892.84 37695.91 37317.07 

TotalAssets 543239.00 561274.00 636151.72 688813.16 726488.07 

CurrentLiabilities 200098.00 206325.00 188929.05 215204.67 219803.85 

Borrowings 16735.00 0.00 30000.00 50000.00 50000.00 

TradeAndOtherPayables 150765.00 160900.00 155469.05 161844.67 166441.85 

OtherCurrentLiabilities 1203.00 2150.00 2870.00 2750.00 2751.00 

LongTermLiabilities 64477.00 65448.00 80388.00 90168.00 99920.00 

TotalLiabilities 264575.00 271166.00 272037.05 308122.67 322474.85 

MinorityInterests 923.00 925.00 989.92 1071.84 1174.72 

ShareholderEquity 277246.75 289183.10 304106.96 323281.71 347352.38 

ShareCapital 80932.00 80932.00 80932.00 80932.00 80932.00 

Reserves 104011.80 107332.80 110394.13 114328.00 119307.55 

EquityAttributable 92302.95 100918.30 112780.83 128021.71 147112.83 

TotalLiabilitiesAndEquity 543239.00 561274.10 577133.94 632476.22 671001.96 

 
 

Table 4: Key Financial Ratios 
   2013 2014 2015E 2016E 2017E 

Ratios per share (RMB)      

Earnings per share 0.2168 0.2185 0.2659 0.3364 0.4225 

OperatingCFPerShare 1.0917 1.1854 1.0164 1.3094 1.4487 

DividendPerShare 0.0682 0.0802 0.0808 0.0986 0.1245 

Key Operating Ratios(%)      

NetAssetsPerShare 3.4432 3.5458 4.4990 4.7038 4.9920 

ROIC 7.9782 8.3386 8.5224 9.4237 11.1846 

ROE 6.3395 6.1884 5.9433 9.1141 109.1141 

GrossProfitMargin      

EBITDAMargin 28.2755 28.7527 31.0298 33.2143 35.5683 

EBITMargin 8.5415 8.7881 10.3799 12.1680 14.2918 

GrowthRateOfRevenue 13.6046 0.8738 1.8282 4.1045 4.0910 

GrowthRateOfProfit 17.4601 0.5264 21.8563 26.1881 25.5808 

DebtToAssetRatio 48.7032 48.3126 42.7629 44.7324 44.3882 

TurnoverRateOfNetAssets 1.1540 1.1182 1.0827 1.0602 1.0270 

TurnoverRateOfTotalAssets 0.5920 0.5780 0.5193 0.4992 0.4927 

EffectiveTaxRate 24.2976 23.6809 25.0000 25.0000 25.0000 

DividendYield 1.7904 2.1047 2.1209 2.5882 3.2660 

Valuation Ratios (X)      

PE 17.5797 17.4454 14.3322 11.3288 9.0211 

PB 1.1068 1.0748 0.8471 0.8102 0.7634 

EVSale 1.1645 1.0924 1.1476 1.1275 1.0602 

EVEBITDA 4.1186 3.7993 3.6983 3.3946 2.9806 
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Information Disclosure： 
The views expressed in this report accurately reflect the personal views of the analyst.  The analyst declares that neither he/she nor his/her associate 
serves as an officer of nor has any financial interests in relation to the listed corporation reviewed by the analyst.  None of the listed corporations reviewed 
or any third party has provided or agreed to provide any compensation or other benefits in connection with this report to any of the analyst, the Company 
or the group company(ies).  A group company(ies) of the Company confirm that they, whether individually or as a group (i) are not involved in any market 
making activities for any of the listed corporation reviewed; or (ii) do not have any individual employed by or associated with any group company(ies) of 
the Company serving as an officer of any of the listed corporation reviewed; or (iii) do not have any financial interest in relation to the listed corporation 
reviewed or (iv) do not, presently or within the last 12 months, have any investment banking relationship with the listed corporation reviewed. 
 
Undertakings of the Analyst 
I (We) am (are) conferred the Professional Quality of Securities Investment Consulting Industry by the Securities Association of China and have registered 
as the Securities Analyst. I hereby issue this report independently and objectively with due diligence, professional and prudent research methods and only 
legitimate information is used in this report. I am also responsible for the content and opinions of this report. I have never been, am not, and will not be 
compensated directly or indirectly in any form for the specific recommendations or opinions herein.  
Disclosure with respect to the Company 
The company is a subsidiary of Shenwan Hongyuan Securities.  The company is a qualified securities investment consulting institute approved by China 
Securities Regulatory Commission with the code number ZX0065. 
Releasing securities research reports is the basic form of the securities investment consulting services. The company may analyze the values or market 
trends of securities and related products or other relevant affecting factors, provide investment analysis advice on securities valuation/ investment rating, 
etc. by issuing securities research reports solely to its clients. 
The Company fulfills its duty of disclosure within its sphere of knowledge.  The clients may contact compliance@swsresearch.com for the relevant 
disclosure materials or log into www.swsresearch.com for the analysts' qualifications，the arrangement of the quiet period and the affiliates’ 
shareholdings. 
 
Introduction of Share Investment Rating 
Security Investment Rating： 
When measuring the difference between the markup of the security and that of the market’s benchmark within six months after the release of this report, 
we define the terms as follows:  
Trading BUY: Share price performance is expected to generate more than 20% upside over a 6-month period. 
BUY: Share price performance is expected to generate more than 20% upside over a 12-month period. 
Outperform: Share price performance is expected to generate between 10-20% upside over a 12-month period. 
Hold: Share price performance is expected to generate between 10% downside to 10% upside over a 12-month period. 
Underperform: Share price performance is expected to generate between 10-20% downside over a 12-month period. 
SELL: Share price performance is expected to generate more than 20% downside over a 12-month period. 
Industry Investment Rating: 
When measuring the difference between the markup of the industry index and that of the market’s benchmark within six months after the release of the 
report, we define the terms as follows:  
Overweight：Industry performs better than that of the whole market； 
Equal weight： Industry performs about the same as that of the whole market； 
Underweight：Industry performs worse than that of the whole market. 
 
We would like to remind you that different security research institutions adopt different rating terminologies and rating standards. We adopt the relative 
rating method to recommend the relative weightings of investment. The clients’ decisions to buy or sell securities shall be based on their actual situation, 
such as their portfolio structures and other necessary factors. The clients shall read through the whole report so as to obtain the complete opinions and 
information and shall not rely solely on the investment ratings to reach a conclusion. The Company employs its own industry classification system. The 
industry classification is available at our sales personnel if you are interested. 
HSCEI is the benchmark employed in this report. 
 
Disclaimer： 
This report is to be used solely by the clients of SWS Research Co., Ltd. ( subsidiary of Shenwan Hongyuan Securities, hereinafter referred to as the 
“Company”). The Company will not deem any other person as its client notwithstanding his receipt of this report. 
This report is based on public information, however, the authenticity, accuracy or completeness of such information is not warranted by the Company. The 
materials, tools, opinions and speculations contained herein are for the clients’ reference only, and are not to be regarded or deemed as an invitation for 
the sale or purchase of any security or other investment instruments.  
The clients understand that the text message reminder and telephone recommendation are no more than a brief communication of the research opinions, 
which are subject to the complete report released on the Company’s website (http://www.swsresearch.com).  The clients may ask for follow-up 
explanations if they so wish. 
The materials, opinions and estimates contained herein only reflect the judgment of the Company on the day this report is released.  The prices, values and 
investment returns of the securities or investment instruments referred to herein may fluctuate.  At different periods, the Company may release reports 
which are inconsistent with the materials, opinions and estimates contained herein.  
Save and except as otherwise stipulated in this report, the contactor upon the first page of the report only acts as the liaison who shall not provide any 
consulting services.  
The clients shall consider the Company’s possible conflict of interests which may affect the objectivity of this report, and shall not base their investment 
decisions solely on this report. The clients should make investment decisions independently and solely at your own risk. Please be reminded that in any 
event, the company will not share gains or losses of any securities investment with the clients. Whether written or oral, any commitment to share gains or 
losses of securities investment is invalid. The investment and services referred to herein may not be suitable for certain clients and shall not constitute 
personal advice for individual clients.  The Company does not ensure that this report fully takes into consideration of the particular investment objectives, 
financial situations or needs of individual clients. The Company strongly suggests the clients to consider themselves whether the opinions or suggestions 
herein are suitable for the clients’ particular situations; and to consult an independent investment consultant if necessary. 
Under no circumstances shall the information contained herein or the opinions expressed herein forms an investment recommendation to anyone. Under 
no circumstances shall the Company be held responsible for any loss caused by the use of any contents herein by anyone. Please be particularly cautious to 
the risks and exposures of the market via investment. 
Independent investment consultant should be consulted before any investment decision is rendered based on this report or at any request of explanation 
for this report where the receiver of this report is not a client of the Company. 
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The Company possesses all copyrights of this report which shall be treated as non-public information. The Company reserves all rights related to this 
report. Unless otherwise indicated in writing, all the copyrights of all the materials herein belong to the Company.  In the absence of any prior 
authorization by the Company in writing, no part of this report shall be copied, photocopied, replicated or redistributed to any other person in any form by 
any means, or be used in any other ways which will infringe upon the copyrights of the Company. All the trademarks, service marks and marks used herein 
are trademarks, service marks or marks of the Company, and no one shall have the right to use them at any circumstances without the prior consent of the 
Company. 
This report may be translated into different languages. The Company does not warrant that the translations are free from errors or discrepancies. 
This report is for distribution in Hong Kong only to persons who fall within the definition of professional investors whether under the Securities and 
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