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Tariff hikes can double EBITDA of telcos 
Sustainability of hikes and funding of AGR-related dues key monitorables 

 
The steep tariff hikes of up to 50% being implemented by telecommunication companies1 (telcos) have the 
potential to double the industry’s EBITDA2 next fiscal. This is a structural positive for an industry weighed down by 
weak cash flows and mounting debt. 
 
CRISIL expects the leverage ratio (debt/EBITDA) of the industry to improve to 4.6 times next fiscal from 7.5 times 
in fiscal 2019 – if the EBITDA improves as expected – and after factoring in licence fee payouts following a recent 
Supreme Court order. 
 
Further, as operating cash flows improve, telcos will be in a better position to arrange funding for adjusted gross 
revenue (AGR)-related payouts that they have to make. 
 
CRISIL’s analysis shows the revised tariffs will improve the industry’s average revenue per user (ARPU) by about 
25% to Rs 145 next fiscal from around Rs 116 in fiscal 2019. 
 
And given the high operating leverage of the telecom business, nearly 80% of this incremental revenue will flow 
straight to EBITDA. Our analysis shows every Re 1 increase in ARPU adds about Rs 1,000 crore to the industry’s 
EBITDA. With 25% growth in blended ARPU expected, EBITDA could double in fiscal 2021 to about Rs 60,570 
crore from Rs 29,450 crore last fiscal (see Annexure 1 for the calculation). 
 
We believe the latest tariff hikes would accelerate SIM consolidation and curb subscriber additions and hence our 
calculation factors in no growth in subscriber base. 
 
Says Sachin Gupta, Senior Director, CRISIL Ratings, “The crucial part now is pricing discipline and extent 
of down-trading from current plans to cheaper ones by subscribers. That will determine the kind of net 
gains that telcos will make in the near-term.” 
 
Additionally, the final outcome of the AGR issue (for which review petitions are filed in the Supreme Court) will 
have an impact on the already stretched debt profiles of telcos. The top 3 operators had Rs 3.3 lakh crore of debt 
as on September 30, 2019. 
 
Says Nitesh Jain, Director, CRISIL Ratings, “Our base-case assumes a payout of Rs 50,000 crore in 
licence-fee arrears by these players. Any additional liability will stretch their balance sheets and 
necessitate fresh equity infusion and support from sponsors to maintain credit profiles.” 
 
We have not factored in any outgo towards purchase of 5G spectrum at the auctions expected in the near-term, 
and any significant payout will require a change in our thesis. 
 
The tariff hikes are a good opportunity for the industry to repair its financials and become sustainable. 

 
  

                                                      
1Our EBITDA impact analysis is based on Bharti Airtel-India mobility business, Vodafone Idea and Reliance Jio. Whereas Debt/EBITDA is 
based on Bharti Airtel-consolidated, Vodafone Idea and Reliance Jio. 
2 Earnings before interest, tax, depreciation and amortization 
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Annexure 
 
EBITDA projection for FY21 and sensitivity analysis 

 
Particulars 

 
Units 

FY19 
FY21 projections 

Base case Downside scenario 

ARPU Rs/month/subscriber 116 145 139 

ARPU growth Percentage -- 25% 20% 

Revenue Rs crore 1,28,930 1,69,150 1,62,400 

EBITDA1 Rs crore 29,450 60,570 55,150 

EBITDA margin %age 23% 36% 34% 

 
Key assumptions 
 

1. We have analysed the tariff hikes announced by top 3 telcos across various prepaid plans. The average tariff hike 
works out to ~30%. 

2. Actual change in blended ARPU (i.e. actual realisation based on the revised tariffs for the prepaid plans and the 
existing post-paid plans) depends on change in consumer behaviour on account of steep hike in tariffs and change in 
competitive intensity. 

3. Our base case (~25% hike in blended ARPU) factors in 30% hike in prepaid tariffs, current mix of prepaid-postpaid 
subscribers to continue, no growth in subscribers and moderate down-trading. 

4. Downside scenario (~20% hike in blended ARPU) factors in the continued price competition among telcos albeit at 
lower intensity and high level of down-trading as the top telcos’ plans are still 10-20% cheaper than the other two 
telcos. 

 
For further information contact 
 
Media  relations Analytical contacts Customer service helpdesk 

Saman Khan 

Media Relations 
CRISIL Limited 

D: +91 22 3342 3895 
M: +91 95 940 60612 
B: +91 22 3342 3000 
saman.khan@crisil.com 
 
Naireen Ahmed 

Media Relations 
CRISIL Limited 

D: +91 22 3342 1818 
M: +91 90 040 84769 
B: +91 22 3342 3000 
naireen.ahmed@crisil.com 

Sachin Gupta        

Senior Director - CRISIL Ratings  
CRISIL  Limited 

B: +91 22 3342 3023 
Sachin.Gupta@crisil.com 
  
 
 
Nitesh Jain  

Director - CRISIL Ratings   
CRISIL Limited 

D: +91 22 3342 3329    
nitesh.jain@crisil.com 

 
 

Timings: 10.00 am to 7.00 pm 
Toll free Number:1800 267 1301 
 
For a copy of Rationales / Rating Reports: 
CRISILratingdesk@crisil.com 
  
For Analytical queries: 
ratingsinvestordesk@crisil.com  

 
About CRISIL Limited 

CRISIL is a leading agile and innovative, global analytics company driven by its mission of making markets function better. We 
are India’s foremost provider of ratings, data, research, analytics and solutions. A strong track record of growth, culture of 
innovation and global footprint sets us apart. We have delivered independent opinions, actionable insights, and efficient 
solutions to over 100,000 customers. 
  
We are majority owned by S&P Global Inc., a leading provider of transparent and independent ratings, benchmarks, analytics 
and data to the capital and commodity markets worldwide. 
 

For more information, visit www.crisil.com  
 

Connect with us: LINKEDIN | TWITTER | YOUTUBE | FACEBOOK  
 

About CRISIL Ratings 

CRISIL Ratings is part of CRISIL Limited (“CRISIL”). We pioneered the concept of credit rating in India in 1987. CRISIL is 
registered in India as a credit rating agency with the Securities and Exchange Board of India (“SEBI”). With a tradition of 
independence, analytical rigour and innovation, CRISIL sets the standards in the credit rating business. We rate the entire range 
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securities, partial guarantees and other structured debt instruments. We have rated over 24,500 large and mid-scale corporates 
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and financial institutions. CRISIL has also instituted several innovations in India in the rating business, including rating municipal 
bonds, partially guaranteed instruments and microfinance institutions. We also pioneered a globally unique rating service for 
Micro, Small and Medium Enterprises (MSMEs) and significantly extended the accessibility to rating services to a wider market. 
Over 110,000 MSMEs have been rated by us. 
 

 

CRISIL PRIVACY 
 
CRISIL respects your privacy. We may use your contact information, such as your name, address, and email id to fulfil your request and service your account and to 
provide you with additional information from CRISIL. For further information on CRISIL’s privacy policy please visit www.crisil.com. 
 
DISCLAIMER 
 
This Press Release is transmitted to you for the sole purpose of dissemination through your newspaper / magazine / agency.  The Press release may be used by 
you in full or in part without changing the meaning or context thereof but with due credit to CRISIL.  However, CRISIL alone has the sole right of distribution (whether 
directly or indirectly) of its Press Releases for consideration or otherwise through any media including websites, portals etc. 
 

CRISIL has taken due care and caution in preparing this Press Release. Information has been obtained by CRISIL from sources which it considers reliable. However, 
CRISIL does not guarantee the accuracy, adequacy or completeness of information on which this Press Release is based and is not responsible for any errors or 
omissions or for the results obtained from the use of this Press Release.  CRISIL, especially states that it has no financial liability whatsoever to the subscribers/ 
users/ transmitters/ distributors of this Press Release. CRISIL or its associates may have other commercial transactions with the company/entity. 
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