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China Mobile   

Granted FDD license, enhancing its long-run network competitiveness  

  Flash Analysis      
 

Maintain HOLD  

What happened 
On April 3, China Mobile announced that the Ministry of Industry & 
Information Technology (MIIT) has granted it a basic telecom service 
permit for LTE FDD. CM plans to vigorously promote the 
development of mobile IoT and industrial Internet on a nationwide 
basis, actively initiate the scale application for a TDD/FDD 
convergence network and enhance network quality in rural areas. 

Comments 
FDD license gives CM more network construction options. Although 
CM did not reveal its FDD network’s specific spectrum (we believe 
900MHz), or if it also received a permit for 2G refarming, we can 
conclude: 1) CM will establish a nationwide FDD network to 
accelerate the development of its IoT business (NB-IoT only allows 
FDD networks); and, 2) CM will utilize FDD to enhance 4G network 
coverage in rural areas, implying it won’t be adopted in urban areas. 

Long-term positive for CM. The FDD license will improve CM’s 
networks over the long run, as: 1) CM will quickly build nationwide 
NB-IoT coverage to compete with CU and CT, raising competitiveness 
in the IoT market and ramping up its IoT connections. NB-IoT is more 
advantageous in signal intensity & network load than its previous 
2G/3G network; and, 2) CM will continue to enhance its 4G network 
quality; we believe it will establish a TDD/FDD convergence network 
in rural areas to improve its network speed & stability, facilitating the 
capability to offer VoLTE services.  

Should have very limited impact on Capex. We believe CM will 
rapidly implement FDD network construction & complete its 
establishment before year-end. Compared to CT’s nationwide 
800Mhz refarming (only using 300k base stations), we believe CM will 
likely use fewer base stations; thus, its Capex related to FDD network 
construction should be very limited and we maintain our previous 
forecast of Rmb166bn (-6% YoY).  

Still watch for short-term operational risks. Although the new license 
is a long-term positive, CM’s results will mainly be influenced by tariff 
reduction policies in the short run, which we believe will put more 
pressure on its ARPU and growth. We maintain our HOLD rating and 
HK$70 target price, 2.5x 2018e EV/EBITDA (3.8% dividend yield). 

Risks 
Policy uncertainties over tariff cuts; fiercer market competition. 
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52wk price range  HK$84.71~69.65 

Market cap (bn)  HK$1,485 

Daily value (mn)  HK$1,300.78 

Shares outstanding (mn)  20,475 

Free float (%)  100 

Daily volume (mn sh)  18.15 

Business sector  Telecom Services  

  
  
  
  
    
  
  

   
  

 

  

  

(Rmb mn) 2016A 2017A 2018E 2019E 

Revenue 708,421 740,514 722,612 711,568 

    (+/-) 6.0% 4.5% -2.4% -1.5% 

Net profit 108,741 114,279 93,343 82,949 

    (+/-) 0.2% 5.1% -18.3% -11.1% 

EPS 5.31 5.58 4.56 4.05 

BPS 47.81 48.14 50.42 52.49 

DPS 2.39 5.42 2.10 1.86 

CPS 12.39 12.29 14.19 11.08 

P/E 12.2 10.8 12.6 14.2 

P/B 1.4 1.3 1.1 1.1 

EV/EBITDA 4.9 4.1 3.8 3.8 

Dividend yield 3.7% 9.0% 3.6% 3.2% 

ROAA 7.4% 7.5% 6.1% 5.3% 

ROAE 11.5% 11.6% 9.3% 7.9% 
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Financial summary 
 
Financial statement  (Rmb mn) 2016A 2017A 2018E 2019E 

Income statement     

  Revenue 708,421 740,514 722,612 711,568 

  Other ops income (expense) 394,251 409,007 406,854 411,682 

  Operating profit 118,088 120,126 93,851 78,395 

  Finance costs -15,770 -15,673 -16,249 -18,673 

  Other income (expense) 17,268 17,642 17,849 20,073 

  Profit before income tax 144,462 148,137 121,801 108,267 

  Income tax 35,623 33,723 28,258 25,118 

  Minority interest -98 -135 -200 -200 

  Net profit 108,741 114,279 93,343 82,949 

  EBITDA 256,677 270,421 255,782 240,826 

  Recurrent net income 114,178 114,279 98,524 87,389 

Balance sheet     

  Cash and bank balances 90,413 120,636 215,187 257,199 

  Trade and bill receivables 19,045 24,153 15,897 15,655 

  Inventories 8,832 10,222 8,671 8,539 

  Other current assets 468,355 403,185 342,533 341,594 

  Total current assets 586,645 558,196 582,289 622,986 

  Fixed assets and CIP 712,209 726,141 722,799 718,446 

  Intangible assets and others 222,140 237,776 248,392 257,592 

  Total non-current assets 934,349 963,917 971,191 976,038 

  Total assets 1,520,994 1,522,113 1,553,480 1,599,025 

  Short-term borrowings 4,998 0 0 0 

  Trade and bill payables 252,044 236,472 245,688 252,607 

  Other current liabilities 279,347 293,510 268,786 264,811 

  Total current liabilities 536,389 529,982 514,475 517,417 

  Long-term borrowings 0 0 0 0 

  Total non-current liabilities 2,467 3,250 3,250 3,250 

  Total liabilities 538,856 533,232 517,725 520,667 

  Share capital 402,130 402,130 402,130 402,130 

  Retained profit 576,891 583,506 630,180 672,582 

  Equity 979,021 985,636 1,032,310 1,074,712 

  Total liabilities & equity 1,520,994 1,522,113 1,553,480 1,599,025 

Cash flow statement     

  Pretax profit 144,462 148,137 121,801 108,267 

  Depreciation & amortization 139,032 156,559 161,681 162,232 

  Change in working capital 23,187 -1,324 54,951 4,257 

  Others -52,980 -51,640 -47,861 -47,809 

  Cash flow from operations 253,701 251,732 290,571 226,947 

  Capital expenditure -188,209 -177,500 -166,201 -163,661 

  Others -6,314 15,883 16,549 18,973 

  Cash flow from investing -194,523 -161,617 -149,651 -144,688 

  Equity financing 0 0 0 0 

  Bank borrowings 0 0 0 0 

  Others -48,958 -108,435 -46,369 -40,247 

  Cash flow from financing -48,958 -108,435 -46,369 -40,247 

  Foreign exchange gain (loss) 351 0 0 0 

  Net changes in cash 10,571 -18,320 94,551 42,012  

 
 
Financial ratios 2016A 2017A 2018E 2019E 

Growth ability     

  Revenue 6.0% 4.5% -2.4% -1.5% 

  Operating profit 14.7% 1.7% -21.9% -16.5% 

  EBITDA 6.9% 5.4% -5.4% -5.8% 

  Net profit 0.2% 5.1% -18.3% -11.1% 

Profitability     

  Operating margin 16.7% 16.2% 13.0% 11.0% 

  EBITDA margin 36.2% 36.5% 35.4% 33.8% 

  Net margin 15.3% 15.4% 12.9% 11.7% 

Liquidity     

  Current ratio 1.09 1.05 1.13 1.20 

  Quick ratio 1.08 1.03 1.11 1.19 

  Cash ratio 0.17 0.23 0.42 0.50 

  Liabilities / assets 35.4% 35.0% 33.3% 32.6% 

  Net debt / equity net cash net cash net cash net cash 

Return     

  RoA 7.4% 7.5% 6.1% 5.3% 

  RoE 11.5% 11.6% 9.3% 7.9% 

Per-share data     

  EPS (Rmb) 5.31 5.58 4.56 4.05 

  BPS (Rmb) 47.81 48.14 50.42 52.49 

  DPS (Rmb) 2.39 5.42 2.10 1.86 

  Cash flow per share (Rmb) 12.39 12.29 14.19 11.08 

Valuation     

  P/E 12.2 10.8 12.6 14.2 

  P/B 1.4 1.3 1.1 1.1 

  EV/EBITDA 4.9 4.1 3.8 3.8 

  Dividend yield 3.7% 9.0% 3.6% 3.2%  

Source: Corporate filings, CICC Research 

Company description 
 
China Mobile is a leading mobile service provider in mainland China, and has the world's largest mobile network and the world's largest mobile 
customer base. Main operations are mobile communications, data communications, IP communications, and multimedia services. China 
Mobile Limited was incorporated in Hong Kong in 1997. The company was listed in New York and Hong Kong in 1997.  
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to the public that we consider reliable, but CICCHKS and its associated company(ies)(collectively, hereinafter “CICC”) do not represent that it is accurate or 

complete. The information and opinions contained herein are for investors’ reference only and do not take into account the particular investment objectives, 

financial situation, or needs of any client, and are not an offer to buy or sell or a solicitation of an offer to buy or sell the securities mentioned. Under no 

circumstances shall the information contained herein or the opinions expressed herein constitute a personal recommendation to anyone. Investors should make 

their own independent evaluation of the information contained in this research report, consider their own individual investment objectives, financial situation and 

particular needs. CICC does not provide tax, accounting, or legal advice to our clients, and all investors are advised to consult with their tax, accounting, or legal 

advisers regarding any potential investment. Neither CICC nor its related persons shall be liable in any manner whatsoever for any consequences of any reliance 

thereon or usage thereof. 

The performance information (including any expression of opinion or forecast) herein reflect the most up-to-date opinions, speculations and forecasts at the time 

of the report’s production and publication. Such opinions, speculations and forecasts are subject to change and may be amended without any notification. At 

different periods, CICC may release reports which are inconsistent with the opinions, speculations and forecasts contained herein.  

The analysts named in this report may have from time to time discussed with our clients, including CICC salespeople, traders, and other professionals, or may 

discuss in this report, trading strategies that reference catalysts or events that may have a near-term impact on the market price of the equity securities discussed 

in this report, which impact may be directionally counter to the analysts' published price target expectations for such stocks. Any such trading strategies are distinct 

from and do not affect the analysts' fundamental equity rating for such stocks as described herein. 

  

CICC’s salespeople, traders, and other professionals may provide oral or written market commentary or trading ideas that may be inconsistent with, and reach 

different conclusions from, the recommendations and opinions presented in this report. Such ideas or recommendations reflect the different assumptions, views 

and analytical methods of the persons who prepared them, and CICC is under no obligation to ensure that such other trading ideas or recommendations are 

brought to the attention of any recipient of this report. CICC’s asset management area, proprietary trading desks and other investing businesses may make 

investment decisions that are inconsistent with the recommendations or opinions expressed in this report. 

Unless stated otherwise, any performance data quoted represents past performance. Past performance is not a indicator of future performance. No representation 

or warranty is made that any returns indicated will be achieved. Certain assumptions may have been made in this analysis which have resulted in any returns 

detailed herein. Changes to the assumptions may have a material impact on any returns detailed. 
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authors’ names on the cover page. 

This report is distributed in Singapore only to accredited investors and/or institutional investors, as defined in the Securities and Futures Act, by China International 

Capital Corporation (Singapore) Pte. Limited (“CICCSG”), which is regulated by the Monetary Authority of Singapore. By virtue of distribution by CICCSG to these 
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representative’s interest in securities) is not required. Recipients of this report in Singapore should contact CICCSG in respect of any matter arising from or in 

connection with this report. This report is not intended for and should not be distributed or passed on, directly or indirectly, to any other person in the jurisdiction 
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Financial Conduct Authority. The investments and services to which this report relates are only available to persons of a kind described in Article 19 (5), 38, 47 and 
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Special Disclosures 

CICC does and seeks to do business with companies covered in CICC Research. As a result, investors should be aware that CICC and/or its associated persons may 

have a conflict of interest that could affect the objectivity of this report. 

  

Disclosures in relation to the Companies contained this report could be found at http://research.cicc.com/disclosure_en, or in the published latest 

company-specific research.  

Distribution of ratings is available at http://research.cicc.com/en/disclosure/general.xhtml. 

Explanation of stock ratings: “BUY” indicates analyst perceives absolute return of 20% or more over the next 6~12 months; “HOLD” between +20% and -10%; 

“SELL” -10% and below. Asterisk denotes coverage initiation or resumption. 

Explanation of sector ratings: Analyst expects a sector rated “OVERWEIGHT” to outperform the market by 10% or more over the next 6~12 months, 

“EQUAL-WEIGHT” to end up between 10% below and 10% above the market, and “UNDERWEIGHT” to fall behind the market by 10% or more, over the next 

6~12 months. 

Copyright of this report belongs to CICC. Any form of unauthorized distribution, reproduction, publication, release or quotation is prohibited 

without CICC’s written permission. 
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