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China Mobile Limited

4G not the knight in shining armour, yet

We see downside to market expectations for CM's revenue and earnings in light of

the weaker-than-expected ARPU trend, continued pressure on margin and double-

digit growth in depreciation. Focusing on the strong 4G subs growth and high 4G

ARPU will likely lead to over-optimization on ARPU, as we believe what matters

more is the ARPU change on the same user basis when someone switches from

2G/3G to 4G. We think such ARPU uplift has been and in the medium term will
continue to be very limited due to sharp declines in data pricing. We remain

Neutral on the stock given the downside risk to Street numbers and limited scope

for multiple expansion we think.

e Worsening ARPU trend despite fast migration to 4G: CM's ARPU showed
the worst decline of the three operators of -16% yoy in 4Q14 (vs CT’s -4% and
CU's -15%), vs -9% in 3Q14. Service revenue also accelerated the downfall,
down 11.7% in 4Q14 from -3% in 3Q14. Besides VAT impact, we think this
worsening trend is also attributable to: (1) more tariff rebate amid aggressive
handset subsidy reduction, which decreased by 76% hoh to Rmb3.6bn in 2H14;
(2) bonus data allowance and lowered pricing aiming to encourage 4G adoption,
with data unit price down 42% yoy in 2H14 vs. 21% yoy in 1H14, and (3)
accelerating data usage growth (up 139% yoy to 169MB in 4Q14) weighing on
spending on traditional services. Management guides ARPU to likely be stable
yoy or reverse the downward trend in 2H15.

o EBITDA reverses while earnings continue downward drift: EBITDA went
up 8%, with margins up 4pp in 4Q14 as the growth of a few cost lines slowed
down, strict marketing cost control was implemented and 4Q13 was a very low
base. S&M cost savings of Rmb23.5bn were achieved and CM plans to cut
Rmb20bn further this year. Mgmt still sees margin pressure in 2015 but expects
the decline, if any, will be less than that in 2014. Earnings declined by 12% yoy
in 4Q14 despite higher EBITDA, due to fast depreciation growth in the mid-
teens, and growth of depreciation is expected to be faster than 11% this year.

e Capex has peaked, FDD won’t cause another hike: Capex is expected to
trend down to Rmb200bn this year (Rmb214bn in 2014), with Rmb72bn for 4G
(Rmb81bn in 2014). 4G BTS count jumped from 73K to 720k in 2014 and will
increase to 1mn this year. New areas of focus this year include indoor coverage
and rural coverage in high traffic places such as highways and tourist spots.
Mgmt believes that capex will not see significant increase even if the company
receives FDD license, as existing TDD network is compatible with FDD.

e Payout ratio remained at 43% in 2014 and is guided to be the same in 2015.
Management points out the need for spending on overseas investment and also
new services development.

China Mobile Limited (Reuters: 0941.HK, Bloomberg: 941 HK)

Asia Pacific Equity Research
20 March 2015

Neutral

0941.HK, 941 HK
Price: HK$100.10

Price Target: HK$102.00

China
Telecoms

Michelle Wei, CFA "¢
(852) 2800-8562
michelle.z.wei@jpmorgan.com
Bloomberg JPMA WEI <GO>
James R. Sullivan, CFA
(65) 6882-2374
james.r.sullivan@jpmorgan.com
Namita Mitla

(91-22) 6157-3301
namita.mitla@jpmorgan.com
J.P. Morgan Securities (Asia Pacific) Limited

Price Performance
110
100

HK$

70 " v

60 T T T T
Mar-14  Jun-14  Sep-14 Dec-14 Mar-15

— 0941.HK share price (HK$)
HSI (rebased)

YTD 1m 3m 12m

Abs | 9.5% -4.5% 109%  44.0%
Rel | 6.9% -3.0% 5.1% 30.6%

Rmb in mn, year-end Dec FY12A FY13A FY14A FY15E FY16E Company Data
Revenue (Rmb mn) 560,413 630,177 641,448 650,286 687,415 52-week Range (HK$) 108.50-63.65
EBITDA (Rmb mn) 253,578 240,426 235,259 239,694 260,960 Market Cap (Rmb mn) 1,637,744
EBITDA Growth 1.0% (5.2%) (2.1%) 1.9% 8.9% Market Cap ($ mn) 262,906
Net Profit (Rmb mn) 129,274 121,692 109,279 105,774 114,282 Shares O/S (mn) 20,380
EPS (Rmb) 6.43 6.05 5.38 5.21 5.63 Free Float(%) 25.8%
EPS growth (%) 2.6% (5.9%) (11.1%) (3.2%) 8.0% 3M - Avg daily vol (mn) 17.94
DPS (Rmb) 2.77 2.62 2.32 224 242 3M - Avg daily val (HK$ mn) 1,797.81
EV/EBITDA (x) 5.0 5.1 5.2 5.0 44 3M - Avg daily val ($ mn) 2317
P/E (x) 125 13.3 14.9 15.4 14.3 HSI 2,4468.89
Dividend Yield 3.4% 3.3% 2.9% 2.8% 3.0% Exchange Rate 7.76
Source: Company data, Bloomberg, J.P. Morgan estimates. Price (HK$) 100.10
Date Of Price 19 Mar 15
Price Target End Date 31-Dec-15
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Key catalysts for the stock price: Upside risks to our view: Downside risks to our view:
+ TD-LTE narrows the network gap and its early- + ARPU rebounds meaningfully in + Competition intensifies after CU and CT
mover advantage should help CM gain back some | 2H15. receive full FDD licenses.
high-end market share in the 4G era.
+ CM gets a FDD license. + New asymmetrical policies against CM.
+ Earnings remain under pressure partly due to
OTT cannibalization and fast increase in
depreciation.
Key financial metrics (Rmb
mn) FY13A FY14A FY15E FY16E Valuation and price target basis
Our Dec-15 price target is based upon a 10-year DCF model.

Total revenue 630,177 641,448 650,286 687,415 We assume a WACC of 11.0% derived from a cost of equity of

yoy growth 8.3% 1.8% 1.4% 5.7% 11.4%, cost of debt of 5.0%, equity risk premium assumption of
EBITDA 240,426 235,259 239,694 260,960 7.0% and a risk-free rate of 4.0% with 5.0% target gearing. Our

Joy growth 5.2% 21% 19% 8.9% g;l(S:.e1t;;gre;:c\>(f1I;E$102 implies a P/E of 15.6x and EV/EBITDA
EBITDA margin 38% 37% 37% 38%

yoy change -1.1% -1.5% 0.2% 1.1%
Net profit 121,692 109,279 105,774 114,282

yoy growth -5.9% -10.2% -3.2% 8.0% China Mobile ARPU outlook
EPS (Rmb) 6.05 5.38 5.21 5.63
DPS (Rmb) 2.62 2.32 224 242
Key model assumptions FY13A FY14A FY15E FY16E
Wireless subscribers 1,229,113 1,286,093 1,333,790 1,375,836
Wireless ARPU (Rmb) 67 62 59 61
Capex (Rmb mn) 184,900 213,500 196,916 166,102
Source: Bloomberg, Company data and J.P. Morgan estimates. Source: J.P. Morgan estimates.
Sensitivity analysis EBITDA EPS JPMe vs. consensus, change in estimates
Sensitivity to FY15E FY16E FY15E FY16E Net profit (Rmb mn) FY15E FY16E
5% chg in wireless
subscribers 5% 5% 8% 8% JPMe old 107,464 114,387
5% chg in wireless ARPU 4% 4% 8% 8% JPMe new 105,774 114,282
1% chg in EBITDA margin 0% -4% -1% -8% % chg -2% 0%
5% chg in Capex 0% 0% -1% -1% Consensus 113,435 117,702
Source: J.P. Morgan estimates. Source: Bloomberg and J.P. Morgan estimates.

Chinese telco comp table

Company Stock Rating  Price (HK$) PT % to EV/EBITDA PIE Dividend yield P/B (x) ROE (%) EBITDA CAGR
code Index Level (HK$) Target 2015E 2016E 2015E 2016E 2015E 2016E 2015E 2016E 2015E 2013-2015E

China Mobile 941 HK N 100.10 102.00 2% 5.0 4.4 15.4 14.3 2.8% 3.0% 1.8 1.6 11.5 -0.2%

China Telecom 728 HK ow 5.03 5.40 7% 43 4.1 16.4 14.2 21% 2.4% 1.1 1.0 6.5 1.7%

China Unicom 762 HK ow 11.94 13.40 12% 35 3.1 16.7 13.7 2.4% 2.9% 1.0 0.9 58 9.5%

MSCI China MXCN NA 69.00 NA NA 6.6 N/A 9.1 8.1 3.4% 4.3% 1.2 1.1 NA NA

HSI HS| NA 24,469 NA NA 5.5 N/A 10.5 9.5 3.7% N/A 1.2 1.1 NA NA

Source: Bloomberg and J.P. Morgan estimates. Note: Share prices and valuations are as of March 19, 2015.
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4Q14 result highlights

Figure 1: ARPU dropped significantly by 16% yoy in 4Q14 partly due
to more tariff rebates and bonus service offerings, and faster decline
in traditional service usage in our view.

Figure 2: Traditional service ARPU decline accelerated in 2H14 due
to VAT, more OTT cannibalization impact and also more tariff rebates
etc.
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Source: Company data and J.P. Morgan estimates.

Figure 3: CM’s ARPU frend was the worst among the three in 4Q14.
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Source: Company data and J.P. Morgan estimates.

Figure 5: Per user mobile data usage growth accelerated in 4Q14
driven by higher penetration of 4G.

Source: Company data and J.P. Morgan estimates.

Figure 4: CM’s mobile service revenue trend was the worst among
the three in 4Q14.
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Figure 6: However, data unit price slumped by 42% yoy due to price
cuts, more tariff rebates and bonus data allowance offerings.
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Figure 7: 4G subs growth momentum picked up in 4Q14 driven by
more tariff rebates and bonus allowance offerings, and better
selection of terminals in our view.
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Source: Company data.

Figure 9: EBITDA margin looks good on a yoy basis in 4Q14, partly
due to a very low base of 4Q13.
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Figure 8: Mobile service revenue decline accelerated to 11% yoy in
4Q14 on the back of poor ARPU.
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Source: Company data and J.P. Morgan estimates.

Figure 10: Earnings decline remained at double digit despite EBITDA
growth in 4Q14, as depreciation increased by 15% yoy.
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Results

Table 1: Quarterly results

Rmb mn, YE Dec 1Q14A 2Q14A 3Q14A 4Q14A yoy % qoq%
P&L
Service revenues 143,991 153,919 143,598 : 140,309 -11.3% -2.3%:
yoy growth 6.9% 2.6% -3.0%!  -11.3% :
Handset sales revenue 10,837 15,934 12,956 | 19,904 119.5%  53.6%|
yoy growth 21.3% 67.7% 9.2%1 119.5% 1
Operating revenue 154,828 169,853 156,554 : 160,213 -4.2% 2.3%:
yoy growth 7.8% 6.5% -2.1%1 -4.2% 1
EBITDA 57,592 60,630  58116] 58921  7.6%  14%)
yoy growth -5.9% -2.9% -6.3% | 7.6% ]
Margin 37.2% 35.7% 37.1%: 36.8%  4.0% -0.3%:
yoy change -5.4% -3.5% -1.7%) 4.0% |
Net income 25,244 32,498 24,860 | 26,677 -11.7% 7.3%!
yoy growth -9.5% 7.8%  -124%)  -11.7% !
| |
KPls ! |
Total CM subscriber('000) 781,082 790,614 799,130 1 806,634 5.1% 0.9%!
GSM subs ('000) 553,313 538,153 513,720 : 470,817 -18.2% -8.4%:
GSM monthly net adds ('000) (7,423) (5,053) (8,144)  (14,301) 324.7%  75.6%I
TD-SCDMA subs ('000) 224,976 238,518 244,460 : 245,753 28.2% 0.5%!
TD monthly net adds ('000) 11,118 4,514 1,981 431 -94.2% -78.2%|
TD-LTE subs ('000) 2,793 13,943 40,950 | 90,064 n/a 119.9%!
TD-LTE monthly net adds ('000) 931 3,717 9,002 16,371 nfa  81.9%)
I I
MOU per sub (monthly) 456 463 452 : 450  -6.3% -0.5%:
yoy growth -6.6% -7.5% -6.4% | -6.3% 1
Total MOU (mn) 1,043,300 1,090,800 1,077,000 ! 1,082,800 -1.2% 0.5%:
yoy growth 0.6% -0.8% -0.5% | -1.2% 1
SMS per sub (monthly) 66 65 631 65 -9.6% 3.4%]
yoy growth -26.3%  -24.6%  -254%)  -9.6% :
Total message SMS (mn) 153,000 152,800 149,5001 156,100 -4.7% 4.4%|
yoy growth -20.6% -19.2% -20.7% -4.7% !
Mobile data traffic (MB bn) 190.1 236.4 298.2| 408.2 152.1%  36.9%I
I I
Blended ARPU (Rmb) 62 65 60 : 58 -159% -3 3%:

yoy growth -0.8% -4.2% -8.8%1 -15.9% 1

Source: Company data and J.P. Morgan estimates.
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Table 2: Interim results

Rmb mn, YE Dec
Service revenue
yoy growth

Total revenues
yoy growth

Operating costs
Leased lines
Interconnection
Personnel
SG&A
Total costs
EBITDA

yoy growth
Margin
yoy growth

Depreciation & Amortization
EBIT
Non-operating income
Associate income
Net finance cost

Interest income

Finance costs

PBT
Tax

Rate (%)
Minority interest
Net income
yoy growth
Basic EPS (HK$)
yoy growth
Interim DPS (HKS$)
Payout ratio (%)

1H13A
284,671
6.8%
303,104
10.4%

(8,857)
(12,833)
(16,534)

(110,632)

(179,457)

123,647

0.5%
40.8%

-4.0%

(52,223)
71,424
387
3,308
7,157
7,324

(167)

82,276
(19,095)
24.2%
(53)
63,128
1.5%
3.94
3.8%
1.70
43.0%

2H13A

306,140
4.2%

327,073
6.4%

(9,870)
(13,165)
(17,842)

(138,733)

(210,372)

116,779

-10.6%
35.7%

6.8%

(52,476)
64,225
523
3,754
7,801
7,965

(164)

76,303
(17,681)
24.4%
(58)
58,564
-12.7%
3.7
-10.0%
1.63
44.1%

1H14A
297,910
4.7%]1
324,681 |
7.1%]|

I

I

I
(10,235)1
(12,116)]
(18,115)I
(125,470):
(206,459)]
118,222
-4.4% |
36.4%
-4.4%]

1
(55,868):
62,354 |
3321
3,966 |
7,756 1
7,870 :
(114)

I
74,408 |
(16,619)1
23.6%|
(47)1
57,742
-8.5%)
3.62]
-8.1%:
1.54
42.5%!

J.PMorgan

2H14A
283,907

-7.3%
316,767

-3.2%

(10,848)
(11,273)
(18,715)

(126,653)

(201,430)

117,037

0.2%
36.9%

1.2%

(60,357)
54,980
757
4,282
8,165
8,279

(114)

68,184
(16,568)
25.9%
(79)
51,537
-12.0%
3.23
-12.8%
1.38
42.7%

yoy %
-7.3%

-3.2%

9.9%
-14.4%
4.9%
-8.7%
-4.3%
0.2%

1.2%

15.0%
-14.4%
44.7%
14.1%
4.7%
3.9%
-30.5%

-10.6%
-6.3%

36.2%
-12.0%

-12.8%
-2.8%
-15.5%
-0.5%

hoh %
-4.7%=
|
-2.4%
I

I

I

I
6.0%!
-7.0%)
3.3%
0.9%:
-2.4%|
-1.0%:

|
0.5"/:1I
1

I
8.0%:
-11.8%

128.0%!

8.0%)
5.3%I
5.2%]
0.0%|

I
-8.4%|
-0.3%]

I
68.1%]
-10.7%:

-10.7%:
—4.6%:
-10.4%
-1.5%]|

Source: Company data and J.P. Morgan estimates.



Michelle Wei, CFA
(852) 2800-8562
michelle.z.wei@jpmorgan.com

Asia Pacific Equity Research
20 March 2015

Revisions

Table 3: Key forecasts and revisions
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Rmb MM 2015E 2016E 2015E 2016E
Service revenue Capex
Old 607,556 640,137 Old 197,456 160,034
New 584,321 615,194 New 196,916 166,102
Change (%) -4% -4% Change (%) 0% 4%
YOY growth (%) -New 1% 6% YOY growth (%) -New -8% -16%
EBITDA Blended mobile ARPU (Rmb)
Old 239,281 256,602 Old 61.7 63.0
New 239,694 260,960 New 59.3 60.6
% Change 0% 2% % Change -4% 4%
YOY growth (%) -New 2% 9% YOY growth (%) -New -4% 2%
EBITDA Margin (%) MOU
Old 36.5% 37.3% Old 422 389
New 36.9% 380%  New 419 385
% Change 0% 1% % Change -1% 1%
YOY growth (%) -New 0% 1% YOY growth (%) -New -T% -8%
Net Profit 3G and 4G subscribers ('000)
Old 107,464 114,387 Old 546,498 724,639
New 105,774 114,282 New 546,498 724,639
% Change 2% 0% % Change 0% 0%
YOY growth (%) -New -3% 8% YOY growth (%) -New 63% 33%
D&A Total subscribers ("000)
Old (125,954) (136,510) Old 834,775 857,901
New (129,194) (141,982) New 834,775 857,901
% Change 3% 4% % Change 0% 0%
YOY growth (%) -New 11% 10% YOY growth (%) -New 6% 5%
Source: J. P. Morgan estimates.
Table 4: J.P. Morgan forecasts vs. consensus
2015E 2016E
Sales (RMB mn)
Consensus 681,027 729,253
J.P. Morgan 650,286 687,415
Difference -5% 6%
EBITDA (RMB mn)
Consensus 254,574 267,964
J.P. Morgan 239,694 260,960
Difference 6% -3%
EBITDA margin (%)
Consensus 37.4% 36.7%
J.P. Morgan 36.9% 38.0%
Difference -1% 1%
Net profit (RMB mn)
Consensus 113,435 117,702
J.P. Morgan 105,774 114,282
Difference -7% -3%
DPS (RMB)
Consensus 2.39 2.56
J.P. Morgan 2.24 242
Difference 6% -5%
Dividend payout (%)
Consensus 43.3% 43.9%
J.P. Morgan 43.0% 43.0%
Difference 0% -1%

Source: Bloomberg and J.P. Morgan estimates.
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Valuation

Our DCF based Dec-15 PT stands at HK$102

Our Dec-15 price target is based on a 10-year DCF valuation that assumes a market
risk premium of 7.0% and a risk-free rate of 4.0%. We assume a beta of 1.1 and
terminal growth rate of 1.5%. The resulted WACC is 11.0%. Our DCF-based Dec-15
PT of CM stands at HK$102, implying 2% potential upside from the current price.

Rmb in millions, year-end Dec 2015E 2016E 2017E 2018E 2019E 2020E 2021E 2022E 2023E
EBIT * (1-tax rate) 83,203 89,587 94,116 97,296 101,096 104,777 107,980 110,039 112,823
Depreciation & Amortization 129,194 141,982 151,756 160,477 167,636 173,190 178,360 183,683 186,959
Change in working capital 23,830 21,590 27,156 23,062 26,644 24,594 28,123 23,571 27,178
Capital expenditure (196,916) (166,102) (152,904) (138,743) (136,839) (133,980) (134,022) (133,517) (132,528)
Free cash flows 39,311 87,057 120,124 142,092 158,538 168,580 180,442 183,776 194,433
One Year Forward DCF WACC Assumptions

NPV of cash flows (2015E-2023E) 794,141 Cost of equity = 11.4%

Perpetual growth (%) 1.5% Cost of debt = 5.0%

Implied terminal value FCF exit multiple ( 10.6 Tax = 25.0%

Implied Exit EBITDA multiple (X) 5.7 Risk free rate = 4.0%

PV of terminal value 397,769 Beta = 1.1

Enterprise Value (EV) 1,191,910 Equity risk premium = 7.0%

Terminal value as % of EV 33% Required equity market return = 11.0%

Net (debt)/cash 413,496 Debt/capital = 5%

Equity value (Rmb mn) 1,605,406 Equity/capital = 95%

Number of shares (mn) 20,293

Equity value (Rmb/share) 79 WACC = 11.0%

Equity value (HK$/share) 102

Source: J.P. Morgan estimates.

Investment Thesis, Valuation and Risks

China Mobile Limited (Neutral; Price Target: HK$102.00)

Investment Thesis

CM has the largest mobile customer base in the world, undergoing a business model
shift from voice to data, and a migration from 3G to 4G. TD-LTE narrows the
network gap and its early-mover advantage should help CM gain back some high-end
market share in the 4G era. Earnings remain under pressure partly due to slower top-
line growth and increase in depreciation.

Valuation

Our Dec-15 price target is based upon a 10-year DCF model. We assume a WACC of
11.0% derived from a cost of equity of 11.4%, cost of debt of 5.0%, equity risk
premium assumption of 7.0% and a risk-free rate of 4.0% with 5.0% target gearing.
Our price target of HK$102 implies a P/E of 16xand EV/EBITDA of 5x for FY15E.

Risks to Rating and Price Target

Upside risks: (1) ARPU rebounds meaningfully in 1H15 and (2) CM gets FDD
license. Downside risks: (1) Competition intensifies since CU and CT received full
FDD licenses and (2) New asymmetrical policies against CM.
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Income Statement

Balance sheet

Rmb in millions, year end Dec FY14 FY15E FY16E FY17E Rmb in millions, year end Dec FY14 FY15E FY16E FY17E
Revenue 641,448 650,286 687,415 720,582 Cash and cash equivalents 418,862 441,225 506,597 599,805
EBITDA 235259 239,694 260,960 276,750 Accounts receivable 30,738 25,562 25,682 25,535
Depreciation (116,225) (129,194) (141,982) (151,756) Inventories 9,130 6,309 7,485 4,993
Amortization (1,700) 0 0 0 Others 18,853 18,919 19,733 20,452
EBIT 117,334 110,500 118,978 124,993 Total current assets 477,583 492,015 559,498 650,785
Interest income 16,149 16,336 17,208 19,757
Interest expense (228) (273) (275) (298) Net fixed assets 564,795 675226 718,230 721,507
Other long term assets 218,005 166,086 147,545 145,612
Profit before tax 142,592 137,429 148,256 158,071 Total non-current assets 818,866 877,378 901,841 903,184
Tax (33,187)  (31,534) (33,843) (35,953)
Minorities (126) (121) (131) (140) Total Assets 1,296,449 1,369,393 1,461,339 1,553,969
Net profit 109,279 105,774 114,282 121,978 ST loans 742 1,842 6,916 2,020
Shares O/S (mn) 20,293 20,293 20,293 20,293 Others 72,906 75,002 79,157 82,880
EPS (Rmb) 5.38 5.21 5.63 6.01 Total current liabilities 431,876 442,393 472,142 493,358
DPS (Rmb) 2.32 224 242 2.58
DPS payout ratio 43.4% 43.2% 43.2% 43.2% Long-term debt 4,992 4,984 0 0
Other long-term liabilities 938 950 998 1,042
Revenue growth 1.8% 1.4% 5.7% 4.8% Total Liabilities 437,806 448,326 473,140 494,400
EBITDA growth (2.1%) 1.9% 8.9% 6.1%
Pre-tax profit growth (10.1%) (3.6%) 7.9% 6.6% Shareholders' equity 858,643 921,067 988,198 1,059,569
Net profit growth (10.2%) (3.2%) 8.0% 6.7%
EPS growth (11.1%) (3.2%) 8.0% 6.7% Total liabilities and equity 1,296,449 1,369,393 1,461,339 1,553,969
DPS growth (11.2%) (3.6%) 8.0% 6.7%
Net debt/(cash) (413,128) (434,399) (499,682) (597,784)
Book value per share 42.21 45.28 48.58 52.09
Ratio Analysis Cash flow statement
%, year end Dec FY14 FY15E FY16E FY17E Rmb in millions, year end Dec FY14 FY15E FY16E FY17E
EBITDA margin 36.7% 36.9% 38.0% 38.4% Cash flow from operations 263,891 250,919 269,390 290,146
FCF margin 6.0% 6.4% 13.1% 17.0% Capex (213,500) (196,916) (166,102) (152,904)
ROE 13.3% 11.9% 12.0% 11.9% Cash flow from other investing (7,396) 20,739 16,127 18,803
ROC 10.9% 9.5% 9.6% 9.4% Cash flow from financing (56,065)  (52,379)  (54,042)  (62,838)
ROA 8.9% 7.9% 8.1% 8.1%
FX effect 0 0 0 0
Tax rate 23.3% 22.9% 22.8% 22.7% Change in cash for year (13,070) 22,363 65,372 93,207
Capex to sales 33.3% 30.3% 24.2% 21.2%
Debt/Capital (92.7%)  (89.3%) (102.3%) (129.5%) Beginning cash 44,931 66,744 89,107 154,479
Net debt/equity (48.1%) (47.2%) (50.6%)  (56.4%) Closing cash 31,861 89,107 154,479 247,687
Interest coverage (x) NM NM NM NM

Source: Company reports and J.P. Morgan estimates.
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Summary
China Mobile Limited As Of: 13-Mar-15
HONG KONG TICKER 941 HK Local Price: 97.90]
Telecommunication Services EPS: 5.61
Latest Min Max Median Average 2S.D.+ 2S..- % to Min % to Max % to Med % to Avg
12mth Forward PE 14.07x 8.68 50.00 12.13 15.09 31.24 -1.06 -38% 255% -14% 7%
P/BV (Trailing) 1.94 1.45 18.26 2.59 3.87 10.45 -2.72 -25% 841% 33% 99%
Dividend Yield (Trailing) 2.93x 0.00 4.59 2.70 2.51 5.56 -0.54 -100% 57% -8% -14%
ROE (Trailing) 14.68 12.29 28.65 21.84 21.49 29.78 13.19 -16% 95% 49% 46%

Source: Bloomberg, Reuters Global Fundamentals, IBES CONSENSUS, JPMorgan Quantitative & Derivative Strategy
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Analyst Certification: The research analyst(s) denoted by an “AC” on the cover of this report certifies (or, where multiple research
analysts are primarily responsible for this report, the research analyst denoted by an “AC” on the cover or within the document
individually certifies, with respect to each security or issuer that the research analyst covers in this research) that: (1) all of the views
expressed in this report accurately reflect his or her personal views about any and all of the subject securities or issuers; and (2) no part of
any 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(s) in this report. For all Korea-based research analysts listed on the front cover, they also certify, as per
KOFIA requirements, that their analysis was made in good faith and that the views reflect their own opinion, without undue influence or
intervention.

Important Disclosures

Company-Specific Disclosures: Important disclosures, including price charts and credit opinion history tables, are available for
compendium reports and all J.P. Morgan—covered companies by visiting https:/jpmm.com/research/disclosures, calling 1-800-477-0406,
or e-mailing research.disclosure.inquiries@jpmorgan.com with your request. J.P. Morgan’s Strategy, Technical, and Quantitative
Research teams may screen companies not covered by J.P. Morgan. For important disclosures for these companies, please call 1-800-477-
0406 or e-mail research.disclosure.inquiries(@jpmorgan.com.

Date Rating Share Price Price Target
(HKS) (HKS)
China Mobile Limited (0941.HK, 941 HK) Price Chart 08-Nov-06 N 67.05 62.00
15-Jan-07 N 65.95 70.00
18-Jan-07 OW 68.00 83.00
240 __ - 11-Jul-07  OW 85.90 97.00
03-Oct-07 OW 129.80 155.00
HK| OW HK$155| N HK$75 N HK] N HK$82 N HK$90 _ |
200 2 | | [ N K] | N HKso0 | 22-0ct-07 OW  147.90 165.00
| I | 20-Mar-08 OW  104.20 150.00
K| OW Hi OW | UW HK$75 N HK| N Hf N HK$85 [ NH UW | N HK$§d NH N H N HK$1/ _ "
160 | + * | | '| | '{ | 4 '1 '1 28-Aug-08 UW  96.55 75.00
Price(HKS$) 26-Oct-08 N 53.80 75.00
120 02-Aug-10 N 79.45 83.00
20-Aug-10 N 84.30 87.00
80 — = 20-Feb-11 N 73.80 84.00
17-Mar-11 N 71.05 82.00
40 — 19-Aug-11 N 75.60 85.00
17-Aug-12 N 86.85 92.00
0 , , , , , 24-Jan-13 UW  86.95 78.00
Oct Apr Oct Apr Oct Apr 27-Jun-13 N 77.25 85.00
06 08 09 " 12 1 16-Aug-13 N 83.95 90.00
Source: Bloomberg and J.P. Morgan; price data adjusted for stock splits and dividends. 22-Oct-13 N 85.05 86.00
Initiated coverage Nov 08, 2006. 21-Mar-14 N 67.00 75.00
15-Aug-14 N 88.30 94.00
27-Feb-15 N 107.00 102.00

The chart(s) show J.P. Morgan's continuing coverage of the stocks; the current analysts may or may not have covered it over the entire
period.
J.P. Morgan ratings or designations: OW = Overweight, N= Neutral, UW = Underweight, NR = Not Rated

Explanation of Equity Research Ratings, Designations and Analyst(s) Coverage Universe:

J.P. Morgan uses the following rating system: Overweight [Over the next six to twelve months, we expect this stock will outperform the
average total return of the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] Neutral [Over the next six to twelve
months, we expect this stock will perform in line with the average total return of the stocks in the analyst’s (or the analyst’s team’s)
coverage universe.] Underweight [Over the next six to twelve months, we expect this stock will underperform the average total return of
the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] Not Rated (NR): J.P. Morgan has removed the rating and, if
applicable, the price target, for this stock because of either a lack of a sufficient fundamental basis or for legal, regulatory or policy
reasons. The previous rating and, if applicable, the price target, no longer should be relied upon. An NR designation is not a
recommendation or a rating. In our Asia (ex-Australia) and U.K. small- and mid-cap equity research, each stock’s expected total return is
compared to the expected total return of a benchmark country market index, not to those analysts’ coverage universe. If it does not appear
in the Important Disclosures section of this report, the certifying analyst’s coverage universe can be found on J.P. Morgan’s research
website, www.jpmorganmarkets.com.

1"


mailto:research.disclosure.inquiries@jpmorgan.com
mailto:research.disclosure.inquiries@jpmorgan.com
https://jpmm.com/research/disclosures

Michelle Wei, CFA Asia Pacific Equity Research
(852) 2800-8562 20 March 2015 J.PMorgan

michelle.z.wei@jpmorgan.com

Coverage Universe: Wei, Michelle: 21Vianet Group Inc. (VNET), Asian Pay Television Trust (ASIA.SI), China Mobile Limited
(0941.HK), China Telecom (0728.HK), China Unicom - A (600050.SS), China Unicom - H (0762.HK), Chunghwa Telecom Co., Ltd
(2412.TW), Far EasTone Telecom (4904.TW), HKT Trust and HKT Limited (6823.HK), Hutchison Telecom Hong Kong Holdings
(0215.HK), PCCW Limited (0008.HK), SmarTone Telecommunications Holdings Limited (0315.HK), Taiwan Mobile Co., Ltd.
(3045.TW)

J.P. Morgan Equity Research Ratings Distribution, as of January 1, 2015

Overweight Neutral Underweight
(buy) (hold) (sell)
J.P. Morgan Global Equity Research Coverage 45% 43% 12%
IB clients* 56% 49% 33%
JPMS Equity Research Coverage 45% 48% 7%
IB clients* 75% 67% 52%

*Percentage of investment banking clients in each rating category.

For purposes only of FINRA/NY SE ratings distribution rules, our Overweight rating falls into a buy rating category; our Neutral rating falls into a hold
rating category; and our Underweight rating falls into a sell rating category. Please note that stocks with an NR designation are not included in the table
above.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered
companies, please see the most recent company-specific research report at http://www.jpmorganmarkets.com, contact the primary analyst
or your J.P. Morgan representative, or email research.disclosure.inquiries@jpmorgan.com.

Equity Analysts' Compensation: The equity research analysts responsible for the preparation of this report receive compensation based
upon various factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues.

Registration of non-US Analysts: Unless otherwise noted, the non-US analysts listed on the front of this report are employees of non-US
affiliates of JPMS, are not registered/qualified as research analysts under NASD/NYSE rules, may not be associated persons of JPMS,
and may not be subject to FINRA Rule 2711 and NYSE Rule 472 restrictions on communications with covered companies, public
appearances, and trading securities held by a research analyst account.

Other Disclosures

J.P. Morgan ("JPM") is the global brand name for J.P. Morgan Securities LLC ("JPMS") and its affiliates worldwide. J.P. Morgan Cazenove is a marketing
name for the U.K. investment banking businesses and EMEA cash equities and equity research businesses of JPMorgan Chase & Co. and its subsidiaries.

All research reports made available to clients are simultaneously available on our client website, J.P. Morgan Markets. Not all research content is
redistributed, e-mailed or made available to third-party aggregators. For all research reports available on a particular stock, please contact your sales
representative.

Options related research: If the information contained herein regards options related research, such information is available only to persons who have
received the proper option risk disclosure documents. For a copy of the Option Clearing Corporation's Characteristics and Risks of Standardized Options,
please contact your J.P. Morgan Representative or visit the OCC's website at http://www.optionsclearing.com/publications/risks/riskstoc.pdf

Legal Entities Disclosures

U.S.: JIPMS is a member of NYSE, FINRA, SIPC and the NFA. JPMorgan Chase Bank, N.A. is a member of FDIC. U.K.: JPMorgan Chase N.A., London
Branch, is authorised by the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and to limited regulation by
the Prudential Regulation Authority. Details about the extent of our regulation by the Prudential Regulation Authority are available from J.P. Morgan on
request. J.P. Morgan Securities plc (JPMS plc) is a member of the London Stock Exchange and is authorised by the Prudential Regulation Authority and
regulated by the Financial Conduct Authority and the Prudential Regulation Authority. Registered in England & Wales No. 2711006. Registered Office 25
Bank Street, London, E14 5JP. South Africa: J.P. Morgan Equities South Africa Proprietary Limited is a member of the Johannesburg Securities
Exchange and is regulated by the Financial Services Board. Hong Kong: J.P. Morgan Securities (Asia Pacific) Limited (CE number AAJ321) is regulated
by the Hong Kong Monetary Authority and the Securities and Futures Commission in Hong Kong and/or J.P. Morgan Broking (Hong Kong) Limited (CE
number AAB027) is regulated by the Securities and Futures Commission in Hong Kong. Korea: J.P. Morgan Securities (Far East) Ltd, Seoul Branch, is
regulated by the Korea Financial Supervisory Service. Australia: J.P. Morgan Australia Limited (JPMAL) (ABN 52 002 888 011/AFS Licence No:
238188) is regulated by ASIC and J.P. Morgan Securities Australia Limited (JPMSAL) (ABN 61 003 245 234/AFS Licence No: 238066) is regulated by
ASIC and is a Market, Clearing and Settlement Participant of ASX Limited and CHI-X. Taiwan: J.P.Morgan Securities (Taiwan) Limited is a participant
of the Taiwan Stock Exchange (company-type) and regulated by the Taiwan Securities and Futures Bureau. India: J.P. Morgan India Private Limited
(Corporate Identity Number - U67120MH1992FTC068724), having its registered office at J.P. Morgan Tower, Off. C.S.T. Road, Kalina, Santacruz - East,
Mumbai — 400098, is a member of the National Stock Exchange of India Limited (SEBI Registration Number - INB 23067523 1/INF 230675231/INE
230675231) and Bombay Stock Exchange Limited (SEBI Registration Number - INB 010675237/INF 010675237) and is regulated by Securities and
Exchange Board of India. Telephone: 91-22-6157 3000, Facsimile: 91-22-6157 3990 and Website: www.jpmipl.com. For non local research reports, this
material is not distributed in India by J.P. Morgan India Private Limited. Thailand: This material is issued and distributed in Thailand by JPMorgan
Securities (Thailand) Ltd., which is a member of the Stock Exchange of Thailand and is regulated by the Ministry of Finance and the Securities and
Exchange Commission and its registered address is 3rd Floor, 20 North Sathorn Road, Silom, Bangrak, Bangkok 10500. Indonesia: PT J.P. Morgan
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Securities Indonesia is a member of the Indonesia Stock Exchange and is regulated by the OJK a.k.a. BAPEPAM LK. Philippines: J.P. Morgan Securities
Philippines Inc. is a Trading Participant of the Philippine Stock Exchange and a member of the Securities Clearing Corporation of the Philippines and the
Securities Investor Protection Fund. It is regulated by the Securities and Exchange Commission. Brazil: Banco J.P. Morgan S.A. is regulated by the
Comissao de Valores Mobiliarios (CVM) and by the Central Bank of Brazil. Mexico: J.P. Morgan Casa de Bolsa, S.A. de C.V., J.P. Morgan Grupo
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[MCI (P) 199/03/2014 and Co. Reg. No.: 199405335R] which is a member of the Singapore Exchange Securities Trading Limited and is regulated by the
Monetary Authority of Singapore (MAS) and/or JPMorgan Chase Bank, N.A., Singapore branch (JPMCB Singapore) which is regulated by the MAS. This
material is provided in Singapore only to accredited investors, expert investors and institutional investors, as defined in Section 4A of the Securities and
Futures Act, Cap. 289. Recipients of this document are to contact JPMSS or JPMCB Singapore in respect of any matters arising from, or in connection
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