
Table 7

Funds Internally Generated

....C..h Inn...... (HI> Dap.) B. c:..ah Outflow (Dlv > CAPXl %lnt.mally

1t1$E11] ItI$EI1) IUUI') lUSEI1) Generet4Mt

Company (Tlc!l.•fIAOR) Net IncorM Daproe. Diyldend_ CAPX (AlB)

Noah Amedee

A""'ntOCll IAlT) SU4S 5'2.235 SI,(I56 52.~ 120%

Bel AUenlle (BELJ $\.670 $2.n5 SI.207 5'2.!500 120%

8aI5<lu\Il1 BLS) 5'2.221 $3.460 SI.370 $3.200 124%

NYNEX(NYN) 51.352 $2.720 S994 5'2.700 110%

Psdfto TalaSIaIPAC) 5Usa 51.759 5924 S1.9OO 105%

SSC Communic:a_. (SSC) 5U~ $2.191 S~I 5'2.200 128%

USWUI(lJSW) 51.355 5'2.099 $975 $2.~ 101%

RBOC ""1119. 115%

GTE (GTEl 5'2.3~ $3.523 51.501 ~.IOO 100%

...... \AT) $341 S369 5182 ~ 97%

ROOIWJ_ Tal (RTC) 5101 $132 SS9 $100 146%

SO. New EngIanl Tel ISNGI $176 $337 5112 S230 1~

Unc:c*1 T_ILTECI S3a $33 517 5'25 169%

otz.". UIU.. (CZNA.C2NBl $182 $142 $0 S200 '5N

AT&T(T) $5.562 $3.8M 5'2.oea $4.140 148%

lllCI Con'mn01llcra (MOCI 51.042 $1.327 S35 $2.700 87',4

Sptfnl(FOIi) 51.044 51,493 $3.W 51.919 lIN

ALC C<>trm.rO<:alcra (ALC) $16 5'21 $0 $32 303%
LClln__e' (lCJ~ $41 536 $0 575 106%

LOOS COtl'I1'UK1II<lnS (LDOS> 5161 $153 $0 $100 NM

IlaII Canada En!. (BCE) S696 $\.793 S593 $1.697 '00%
Av."ge • North America 127%

iJIWls
S"'ftT_(BT\') $2.&60 $3.439 $2.036 $3,919 105%

C_'-'(CWP) $MIl $63ll $354 52.036 76%

T_ "... (SSITF) 51.209 $6,010 S39I ~.90S 136%

STET (STFf:Y) $1,027 $6,425 ~13 $5.399 126%

T..Danmll1l (Tl.D) $516 $581 $2$4 S403 167%

KPN (KJNPI') 51,229 52.071 SS97 51.813 137%

T_ioI de E."""" (TEF) $V28 $3,405 ~2 $3.640 '06%

Bazoq I'V1I01) 5134 $701 S49 saM 13N

A".,,~. ~ EuroC)e 123%

Lltln Ar'ntdc.

Tetat_. de CIllo (CTC) 5275 5155 SI09 1387 93%

ENTEL (0'iI01 SIll S28 $61 $S5 100%

Telalonos de MOlllCO (TMX) $3.313 S1,221 H78 S2,!500 '43%

TeIaI.de~(TF08F~TAR) S* ~ SI69 SI,04S 75%

T_~ $357 $360 Sl13 S977 66%

_T_NatIATNll S14 SIB 51 S28 113%

To4obI1l. (TBR.'. Y) $571 52.~ sal ~.OOO 54%

T".p(8RZTF) ~ $576 $75 SI,600 58%

A."""'9- .. l.tln Americ. '1%

~

NfIll'O" Telo9'. ~ T"""", $1411 SlUM $780 5'21,975 74%

T_ MIIIIysS (MYTEFl S626 ~ $117 SI.~ 68%

H""9''''''lI T_ (HKD $1,311 5147 $736 $517 124%

PI'I1l>I*W Long DIn IPHI) 5198 5156 $18 S626 55%

Sin9O\lO<' ToIocomISNGTF) $1,069 S2S3 $3'2 ~43 177%

PT IlIdo..l (riD SI98 521 $&3 SI20 134%

TelI<:omAsoIIThaoiondl S121 S75 $0 $463 43%

TIIol T-.,.,. ~ TelaCom. S54 $3e $0 $3B4 26%

VSNL (Mal 138 $32 sa $61 78%

T_ N_llOllncl (NlT) 5431 $320 $335 5155 121%

DACOM (Kontll (DCMKFI 59 ~ 57 S189 31%

AveAlQi... Aa.alPacfflc S5~

AV.f.q•• A.ielP.cffic: wlo N'TT ,n.

A"erag. 113%

Cap WId "0%

c:..pWld wlo NTT 118%

Cap Wtd """0 NTT I. Sing T.I 115%

p) =Menill Lynch estimates except for LDDS, BCE. Bezeq. CTC, ENTEL. Telefonica Argentina, Telecom Argentina, ATNI. NTI, and VSNL which arB consensus
estimates or interim results annualized and TelecomAsia and ThaiTel which are company forecasts.
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Table 8

Financial Summary
Totll

La•••• Nol OobVAdj. No. '"BE '"BE Employo..
Comp;lnv {TickerlADRl L••t FY Dati A. Of Book C~p- PP&E CAPEX' Ro. (000'0)

North Am.ftc~,

Amenlecn (AIT) 00c-93 Sop-94 •• 6% 517.084 52.350 512.962 65.1
Bol/ AU.nt.oe (BEL) Dec-93 Sep-94 58.7% 516.711 52.500 514.375 72.9
BelSoulh IBLSI Dec-93 Sop-94 37.9% 525,031 53.200 517.667 94.3
NYNEX INYN} Dec-93 Sop-94 54.1% 520.449 52.700 513729 72.5
PaCIfiC TeleSIS (PAC) Dec-93 Sop-94 '9.6% 516.375 $1.900 59.262 52.6
sac CommUnicatIOn, (SaC) Dec-93 Sop-94 48.0% $17.574 52.200 $12.319 59.4
US we" (US\o\1 Dec-93 Sep-94 50.6% $13.495 $2.450 $11.545 61.2

RBoe A..... rtIq. 41.1%
GTE (GTE) Dec-93 Sep-94 577% $28,895 $4,100 520.725 91.6
AJlteI(AT) Dec-93 501>-94 52.9% 52.659 5550 53.350 lID
Rochester Te I RTC) Dec-93 Sep-94 27.6% S1.007 $100 51.100 4.4
So New England TellSNGI Dec-93 Sop-94 53.9% 52,706 $230 51.606 9.1
lmcOi'l TeleCom (l TECl Dec-93 Sep-94 ·3.2% $246 525 5198 1.4
auz.". umo.(CZNA.CZNBl Dec-93 Sop-94 54.0% 52,317 5200 S1.056 NA
AT&T(7) Dec-93 Sep-94 57.8% 521,176 54,140 $80.171 306.7
Mel ConTI"U'1IcatiONi (Mele) Dee-93 Sep-94 -0.5% $6.549 52,700 $14423 36.2
Spnnl (FOW) Dec-93 501>-94 52.0% $10.571 51,919 $13.950 52.0
ALe c.orm-u-.cauons (ALe) Dec-93 Jtn.94 436% 553 532 $671 2.0
Lei intltrnabOnal (lCU) Dec-93 Sep-94 42.2% 5211 575 5571 0.6

LOOS Co<T'rTU'Icouons ILODSI Dee-93 J<n-94 25.3% $358 NA S1.957 NA

BetCono"" Ent (BCEl Dec-93 J<n-94 56.2% 515.976 $1.897 515,047 116.0
Average ~ North Am.nca 45.0%

f..Iu.2R.t
BntJj!'l TeleCOm (B TV) 101...-94 Sep-94 32.0% $24,719 53.919 522.172 140.0

Cae.. &. \-\'f~Ie.u (C~ 101...-94 Sep-94 • 28.2% 57.397 52,038 56.811 41.3
TttI«om Ilelie (SSITFJ Oec-93 Ju>-94 43.3% 527.89& 54.906 518.985 67.7
S rET (S TFEY) Dec·93 J<n-94 59.3% $33.150 55.399 522.588 877

TeieDanmor1f. (TlD) Dec·93 J<n-94 .12.1% 52.460 5403 53.236 18.9

KPN 'KINPF) Dec·93 J<n-94 23.9% 510,8& 51.813 511.018 31.9

TI!tJelbllca de E3pen. (rEF) Dec-93 Sep-94 566% 523.506 53.640 511.897 72.9

Beze<l (Israel) Dec-93 J<n-94 890% 52.343 $588 52.578 10.0

A",.raga - Europe 40.0%

Lilia Am.nel

Te~'onos CIt! Chile ICTCj Dec-93 Ju>-94 ., 9% 52.250 5387 51.059 80

ENTEL IChlo, Dec-93 Oee-93 29.0% 5324 5ee 5254 16

T~efonos Cle MelCCO I T~X) Dec-93 Sep-94 12.8% 511.926 52.500 59.849 '8.7
Telet do Argen1lr" (TFOBFXTAR) Sop-94 Sep-94 16.1% 53.631 $1.045 52.331 17.2

T~om Arger:una Sep-94 J<n-94 356% 52940 5977 51,664 15.1

Adaflue Tefe,.Net (ATNI) Dec-93 Sep-94 56.0% 5250 526 5155 1.2

T.IeO,.. (TBRA Y) Dec-93 Sep-94 12.4% 525.757 $4.000 56.197 97.0

Tole'p (B.qZTF) Dec-93 Sep-94 13.0% sa.543 51,600 52.250 24.1

A....r.g•• Lllln A,rnenCI 23.1%

~

Nippon Te~ & Teiepn Mar~94 Sep-94 38.2% 598,769 521.975 567.392 242.3

Tei60m MalaySIa (MYTEF) Dec-93 J<n-94 7.7% 53.775 51.560 52.067 29.8

HOnt}Jf.ong Tel«om (HKT) ~or-94 Sop-93 0.0% 52.284 5517 54.005 16.0

Pt"I'pplne long Ost.. (PHO Dec-93 Sep-94 390% 51.855 5826 51.150 195

SmgapOO'e Telecom (SNGTF) 101...-94 Sep-94 26.3% 51.9&1 S443 52.791 10.e

PTlnoout(/lT) Dee-93 Sep-94 ·7.9% 5171 5120 5452 1.8

:etecomAsla \ "'haltanOl Oec·9J J<n-93 0.1% 5957 5463 5377 '2
ThaI Te!ep/"lOne & TeleCom Dec-93 Dec-93 ·3.5% 5523 5364 5201 1.1

VSNL (lndla) 101...-94 Mar-9. 343% 5174 581 5318 29

TeleCom Neow Zealand (NlT) ~or-94 J<n-94 41.1% 52.337 5285 51.836 78

OACO~ IKorea I IDCMKFl Dec-93 J<n-94 57 O-~ 5281 5189 55'6 NA

Av.rlg•• A,laiP.Clfic 18.3'4

A.... r.g•. A,I.iP.Clflc wlO NTT 14.1'4

Av.rag. 32.5%

CapWtd 34.8',4

Cap Wtd wlo NTT 34",4

C.p Wtd wlo NTT & Sing T.l 372%

~. ·CAPEX = Capital Expenditures for last twelve months, if available, otherwise for last fiscal year.·· Net Debt = LT Debt + ST Debt - Cash.

Adl Book Cap = BV of EqUity + Net Debt ••• Ad] Mkt Cap = Mkt val of equity+Net debt E = Merrill Lynch esbmates except for LDDS, BCE, Bezeq, CTC. ENTEL.

Telefonlca Argentina. Telecom Argenlina ATNI. NTT, and VSNL which are consensus estimates or interim results annualized and TelecomAsia and ThaiTel which

are company forecasts
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Table 9

Domestic Cellular Companies
Valuation Statistics

(as of December 9. 1994)

Per POP Trading Values

12191!14 FD Maillet Plu. EnteflIrise l ... Cellular 1992 Value
~ ~ ~ ~ Capital. ~ Value QI!ocQD! ~ ~ ~

CommNet Cellular. Inc. (CElS) Iql $2675 0-3-3-9 11.953 319,753 126.678 446,431 0 446,431 2.615 $171

Cellular Communications (COMMA) Iq\ $5000 C-3-2-9 49.380 2,469.000 183,439 2.652,439 0 2,652,439 7,767 $342

Cellular Comm of PR (CCPRj Iq\ $35.63 0-3-1-9 14,680 533.975 39.397 562,372 0 562,372 3,004 $187

Centennial Cellular (CYCll \ql $1575 0-2-1-9 25,013 393,955 307.184 701.139 0 701,139 6,175 $114

Contel Cellular (CCXLA) Iq\ $2438 RSTR 100,048 2,438,681 1,982,648 4,421.329 0 4,421,329 24,405 $181

UN Broadcasting (UNB) Iql $140.38 C-2-2-9 51,890 7.284,019 2,735,424 10,019.443 520,800 9,498,643 27,171 $350

AirTouch Communteations (ATI) Ipl $26.25 C-2-2-9 492.500 12,928.125 (1,500,000) 11,428,125 4,718,000 6,170,125 34,700 $193

Rogers Cantel (RCMIF) \plyl $2738 6~ 93,894 2,570,348 764.996 3,335.344 0 3,335,344 27,200 $123

United States Cellular (USM) $3063 C-2-1-9 82,900 2,538,813 255,400 2,794,214 0 2,794.214 23,028 $121

Vanguard Cellular IVCELA) Iql S2550 C-3-2-9 40,020 1.020,500 283.535 1,304,035 0 1,304,035 6,058 $215

Cellular Mean $212

, Enterprise Value = Mar1<et Gapttal • Net Long Term Debt 5-6 denotes a 'no-opmion' rating.
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Table 10

Domestic Cellular Companies
Projected Operating Cash Flow Multiples

(as of December 9, 1994)

1219194 Enterprtu Value!OCP' FIve VHf OCF G!l!W!h Rate OCF MUI!lDIt/G!!!wth RIte
Symbol ~ 1m 00 ~ 1m£ 1m 00 mg 11m 1m 00 1M Dill

CommNet Cellular, Inc. (CElS) $26.75 NM 178.45 39.64 19.62 NM NM 35.1% 20.8% NM NM 1.13 0.94

Cellular Communications (COMMA) $50.00 4028 3061 24.35 17.50 25.6% 22.0% 19.6% 15.3% 1.57 1.39 1.24 1.15

Cellular Comm. of Puerto Rico (CCPR) $3563 NM NM 40.48 19.53 NM NM 49.4% 30.2% NM NM 0.82 0.65

Centennial Cellular (CYCl)* $15.75 96.16 38.67 28.27 18.38 53.9% 34.9% 30.9% 28.3% 1.79 1.11 0.92 0.65

Contel Cellular (CCXLA) $2438 8028 44.80 RSTR RSTR RSTR RSTR RSTR RSTR RSTR RSTR RSTR RSTR

LIN Broadcasting (lINB) $140.38 30.70 24.92 19.58 16.21 17.4% 15.6% 13.0% 11.3% 1.76 1.59 1.51 1.43

AirTouch Communications (ATI) $2625 NA 18.28 12.95 9.79 NA 25.6% 20.0% 15.6% NA 0.71 0.65 0.63

Rogers Cantel Comm. Inc. (RCMIF) $2738 35.94 23.55 16.91 12.64 33.4% 25.7% 20.6% 17.0% 1.08 0.92 0.82 0.74

United States Cellular (USM) $3063 13505 59.93 35.04 21.12 83.4% 65.3% 45.3% 34.6% 1.62 0.92 0.77 0.61

Vanguard Cellular (VCELA) $2550 52.00 29.55 18.86 10.16 58.8% 46.1% 36.5% 23.6% 0.88 0.64 0.52 0.43

Mean 62.59 4716 24.44 15.96 44.1% 33.6% 29.3% 21.2% 1.41 1.03 0.91 0.91

• OCF = Income before Interest and Taxes. DeoreclatJon and Amor1IzatJon. CYCL estimates reflect May FY
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Table 11

Domestic Cellular Companies
Projected Net Cash Flow Multiples

(as of December 9, 1994)

12J9~ PriceITotal Ca.h FlOW- 5-Year TPtal CF Growt!I Rate Total CFl}Vear Growth Rat.
~ ~ 00 1993 ~ jM 00 1m ~ !1m 1m 1m 1M !1m

CommNel Cellular, Inc. (CELS) $26.75 NM NM 17.60 24.89 NM NM 20.4% 35.2% NM NM 0.86 0.71

Cellular Communications (COMMA) $50.00 6733 40.46 34.02 24.85 33.5% 33.7% 33.4% 30.2% 2.01 1.20 1.02 0.82

Cellular Comm. of Puerto Rico (CCPR) $35.63 NM NM 45.18 16.42 NM NM 48.5% 25.0% NM NM 0.93 0.66

Centennial Cellular (CYCl)" $15.75 NM 29.52 23.14 16.71 NM 32.9% 33.4% 31.3% NM 0.90 0.69 0.53

Contel Cellular (CCXLA) $24.38 11876 73.76 RSTR RSTR RSTR RSTR RSTR RSTR RSTR RSTR RSTR RSTR

LIN Broadcasting (UNB) $140.38 3924 3634 25.73 21.59 193% 20.6% 15.2% 13.5% 2.03 1.76 1.70 1.60

AirTouch Communications (ATI) $26.25 NA 53.57 31.20 23.07 NA 28.7% 24.9% 20.5% NA 1.87 1.25 1.13

Rogers Cantel Comm Inc. (RCMIF) $2738 NM 155.45 16.04 10.49 NM 93.0% 25.6% 18.4% NM 1.67 0.63 0.57

United Slates Cellular (USM) $3063 48.57 85.04 31.37 19.91 370% 61.3% 37.3% 29.3% 1.31 1.39 0.84 0.68

Vanguard Cellular (VCELA) $25.50 NM 98.21 49.67 17,01 NM 78.4% 51.8% 25.8% NM 1.25 0.96 0.66

Mean 6348 6752 30.41 18.89 38.8% 48.2% 33.1% 25.5% 178 1.38 0.95 0.79

• cash Flow (CF) =Net Income· Depreciation and Amor1lzatlOll CYCL estimates reflect May FY.
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Figure 1

Aggregate Value as a Multiple of EBITDAw
(as of December 9 1994)
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Figure 2

Aggregate Value as a Multiple of Revenue
(as of December 9. 1994)
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Figure 3

1995E P/CF* vs. Projected Growth
(as of December 9, 1994)
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Figure 4

1995E PIE vs. Projected Growth
(as of December 9.1994)
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Figure 5

PIE: Telco vs. Home Market
(as of December 9, 1994)
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Figure 6

Market Cap as a Percent of Home Market Capitalization
(as of December 9 1994)
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Figure 7

Year-over-Year Performance: Telco vs. Home Market
(as of December 9, 1994)
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Net Debt to Total Capitalization*
(as of December 9, 1994)
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Figure 11

Aggregate Value per Access Line>
(as of December 9. 1994)
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EBITDA* Margin
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Figure 15

Revenue per Employee
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Access Lines per Employee
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Figure 17

Capital Expenditure per line Addition ($US)
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Figure 18

Percent of Expenditures Internally Financed*
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Line Penetration
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Figure 20

Line Penetration vs. GOP Per Capita (US$)
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Figure 21

Network Digitalization
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Figure 22

Cellular Trading Value per Pop
(as of December 9, 1994)
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MORGAN STANLEY

November 8. 1994

Telecommunications Services

Global Telecom Investment Strategy:
Finding Methods to the Madness

• More choices and greater complexity are
creating a need for more sophisticated tools in
evaluating investments in telephone companies.

• To meet that need, Morgan Stanley's Global
Telecom team has begun an effort to compare
and contrast telecom investment opportunities
around the world through an extensive and
rigorous study of statistical correlations.

• In this report, we scratch the surface by
exploring the range of valuation determinants
and reaching some conclusions about which are
most important. These include price-earnings,
yield, price-to-book, and cash earnings.

Global Telecom Team:
Stephanie Comfort (United States) (303) 740-6695

Michael Armitage (Europe} (071) 425-6615

Palll Marsch (United Kingdom) (()71 ) 425-6611

.fun Hong (Far East} (852) 848-5477

Rizwan Ali (Larin America) (212} 703-8589

Colette Flemmg (Wireless) (212) 703-8223

Research AssIStance. Myles DavIs

• Our favorite names for consideration in a global
telecom portfolio that screen well according to
various valuation measures include Korea
Mobile Telecom, Telekom Malaysia, Cable and
Wireless, Telecom de Argentina, Telebras,
MCI, US West, and KPN.

ThIS memorandum is based on mformatlon available to the public. No representation IS made that It IS accurate or complete. This memorandum IS not an offer
to buy or sell or a solicitation of an offer to buy or sell the securities mentioned. Morgan Stanley International and others associated with it may have pOSitions
in and effect transactions in securttles of compantes mentIoned and may also perform or seek to perform mvestment bankmg services for those companIes.
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Telecommunications Services

Global Telecom Investment Strategy:
Finding Methods to the Madness

Summary and InH~stmentCondusion

[nvcstlllg g[ohaJiv 111 thc rapldlv chanpng tdccom services

sector has become more of a PUI/le, wllh few clear-cut

so[utlOns Still, 1I1vestors have grown more comfortable

WIth the notion of glohaltekcom InvestIng in order to

satIsfy a range of Il1vesJnentcntena, even as the need

grows for more sophisticated tools III evaluating

lflvcstments in telephone comp~ulles

Thi:-- need, in our opInion, IS bell1~ dnven by the following:

Greater Choice [nterest 111 telecom opportunities around

the world is growing ,l<; lIlvestors 1I1uea<;mgly seek to

dIverSIfy outSide theIr domestlc markLls 'nlC current wave

of telephone company pnvatllatlons IS acceleraung this

process. increa<;lllg the VISible supply of attractive equities.

In 1994 alone, TcleDanmark. KPN (Netherlands), Pakistan

Telecom. and [ndosat (IndonesIa) have been privatizcd.

We npeCtlU wclcmne (nl: l(;reeCl') and VSNI. I [ndIa)

helme t1w year IS out.

(;reater Complexity Changes III technology and

competitIve forces arc creatlng a rnme difficult and

unccrtaIll envIronment for telephone \.·omp,my investment.

Throughout the vvorld - not Just 111 the U S and UK., but

also 111 E:urope, Central :mu South Amenca, and most of the

PaCIfic Rim regIOn - investms arc reing forced to predict

winners ,md losers against a constantly evolving telecom

hackdrop.

At the core of our initial attempts to compare and contrast

telecom investment opportunities around the world is an

extensIve and rigorous study of statistical correlations.

Such an analysis cannot solely be relied upon for the

answers to our international puzzle, but it can lend

considerable insight into which valuation measures are

important. From this perspective, it is then our Job to draw

some conclusions from our observations, so here goes:

• Telecom companies at different stages of growth

appear to require different valuation perspectives. In

considering invesling in emerging/growth telephone

companies, we have found that price-earnings to earnings

growth best caplures the appropriate valuation. By

contrast, investing in more mature, monopoly-based

tdephone companies around tlle world, dividend yield to

earnings per share growth is, in our view, the mosl effective

benchmark, WIth price-to-book value versus return on

equity a very good alternative measure. To our slight

surpnse, given our fondness for it as a measure of value,

the relauonshlp between the price-to-cash earnings multiple

and cash-earnIngs growth IS not a well-defined one.

• Investors, using traditional valuation benchmarks,
have become most efficient in valuing the U.S. telephone

ThIS memorandum IS based on mfonnatlon available to the public. No representation IS made thai II IS accurate or complete. This memorandum IS nol ,Ill e)tlc'r
to buy or.sell or a solicitatiOn of an otlerto buy or sell the securities mentIOned. Morgan Stanley IntemaIJonal and others a"llclated with It may h,IV~ pO'lII()n,
In ,md etlecI IranSaCIJons m secunIJes of compames menIJoned and may also perfonn Dr seek to perfonn mvescment bankmgserv Ices tor those c()mrJnl~s



companies. We believe this is attnbutable to several

factors. Including Investors' ability to more accurately

predict earnings and the fact {hat the LJ S {elcos are more

mature. well-followed companies Valu ..J!Jon of telephone

«)mpanles across borders should hecmne more efficient as

Investors hecome more familiar with Imestlng globally.

• There are items difficult to incorporate in a

regression. These include country mk, regulatory risk,

and market speci hc behavIor. among others. which will

likely prevent us from getting as close a." we d like to "true"

MORGAN STANLEY

valuation techniques. The most we can hope to do at this

stage is provide a consistent analytical framework. In

subsequent reports, we hope to explore ways to more

specifically address regulatory environment, country risk,

and long-term earnings growth prospects In our analysis.

We intend for this to be the beginning of a concerted, long­

term effort to bring order to investment thinking in the

telecom industry. To that end, we welcome investor input

and feedback 10 the development of a richer product.

ThiS memorandum IS ba,ed on InfOrmatilln available to the public. No representation" made that it I' accurate or complete. This memorandum is not an offer
tll buy or sell or a ,>olJcltatlon of an offer to buv or ,>ellthe securities mentioned. \1organ Stanley [nternatlonal and others associated wllh it may have positions
In and effect tran,actlons In secuntle' of companle'> mentioned and may abo perform or seek 10 perform Investment banking services for those compames.
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Table I

Global Telecom Services - Summary Data

Pncc on
IOni94 Earnings Per Share(a) PIE Ratio Relative PIE 5 Year ROE Mkt Cap Pnccl

Rallng Companv ..... nalv,t ,US$) Yld 1993 1994£ 1995E 1994£ 1995£ 1994£ 1995£ Growth 1993 (USSM) Book

Local Telephone
HOLD Amentech SC $4100 47% $274 $2.90 HOX 1414 13.31 090 092 6.0% 19.0% $21,671 271
BUY Bell Atlanllc SC '\4 .\8 51 340 355 185 15J2 14.12 098 0.98 8.0 180 22,729 2.68
HOLD BellSouth SC S775 48 172 4.11 441 1405 13.10 089 0.89 6.0 137 27,56 I 1.98
BUY NYNEX SC 18.88 61 1 13 2.93 ~ .25 1327 11.96 085 0.83 5.0 15.3 16.219 1.91
BUY Pacific Tel SC \2 75 6.7 2.71 2.60 2.7C 1260 1211 080 084 50 18.3 12,987 255
HOLD SW Bell SC 4150 16 2.39 2.67 29C 16.29 1500 1.04 1.04 80 18.9 24.804 .116
BUY US West SC ,963 54 2.72 255 29(' 13.55 13.67 087 0.88 70 194 17.35 I 2.63
NR Alltel NA 28.00 31 139 1.60 18(' 1750 15.56 112 1.08 10.0 168 5,042 3.22
l':R Cinc Bell NA 1900 4.2 074 1.08 I."' 1759 15.57 112 1.08 12.0 9.0 1,208 210
NR GTE Corp 'iA 2900 2.8 220 2.34 2.5: 1239 1151 0.79 0.80 8.0 217 29,366 1.05
NR Roch Tel :'<A 2275 83 I 19 136 154 16.73 14.77 1.07 1.02 10.0 11.9 1.684 215
:'<R SN£ Tel 'iA 1288 54 2.52 2.67 2.84 1231 11.58 079 0.80 60 18.8 2.165 247
BUY V1FS Comrn SC \500 00 0.52 -2.00 ·241 '1M NM '1M '1M NM NM 2.170 NM
Long Distance
:\R AT&T NA S463 24% .\15 3.25 1.60 1681 15.18 1.07 1.05 100% 30.8% $72,724 4.67
BUY MCl Comm SC 2400 0.2 30 139 160 1727 1500 1 10 1.04 150 155 14,411 '06
BUY Spnnt SC \8 88 2.6 1.99 248 291) IS68 1341 1.00 0.93 150 175 11.218 3.37
BlY ALC Comrn SC ;2 88 00 107 158 1 q, 20 81 1721 1.33 I 19 20.0 83.6 1.288 21.40
Wireless
BUY Nextel SC 2100 0.0% ·052 -073 -13·+ -28.77 -15.67 -1.84 -1.08 NM '1M $1.957 NM
HOLD AlI10uch CF 2800 00 0.09 023 OV, '1M NM 7.77 5.38 NM 1.7% 14,238 4.24

Canada
NR BCE '1A 1584 61% 281 2.38 269 1506 1332 0.90 1.06 5.0% 11.0% $10,728 1.51
United Kingdom
HOLD British Tel PM 576 5.7% 0.42 0.38 0.44 15J6 1309 091 0.91 6.6% 14.0% $33.823 1.74
BUY Cable Wrls PM 631 2.6 0.38 038 0.43 16.61 14.67 1.02 1.03 155 176 12,938 265
HOLD Vodaphone PM , 09 1.8 0.12 013 a 16 23.77 19.31 1.46 136 19.5 378 X,828 846

( Europe
BUY Telefomca \1A 1.,58 1.5% 072 0.80 OR8 1698 15.43 1.03 1.02 9.5% 7.0% $12.066 I 16
+~ STET MA 2.85 23 014 ++ ++ ++ ++ ++ ++ ++ 50 14.350 089
++ Tel ltaJla MA 2.60 2.1 0.09 ++ ++ ++ ++ ++ ++ ++ 6.0 20,613 158
BUY KPN :VIA .10.25 3.7 201 2.25 2':'1 13.44 1l.l6 0.84 0.80 14.9 14.8 12,865 192
BUY Millicom MA 2800 00 077 044 0:'3 63.64 84.85 4.05 5.89 258 595 1,264 ,03
:'>IR TeleDanmark NA 5487 3.5 363 2.83 .'1',0 1939 1524 0.94 0.85 25.7 194 3.207 241
Lalin America
BUY Telmex RA 110 1.5% 027 030 (US 10.33 886 0.64 066 150% 25.5% $33.281 302
BUY Corn de Chile RA 4.00 3.0 0.26 0.28 012 1429 12.50 0.69 0.66 19.0 18.2 3.321 2.77
Bey Te1ef Arg RA 6.88 19 0.26 033 040 21 17 1733 125 I II 24.0 11.5 7.875 2.94
BUY Telecom Arg RA 6.58 1.7 0.20 0.26 0.\2 25.31 20.56 1.95 1.58 190 10.4 6,477 3.36
BUY Telebras RA 46.75 0.4 281 210 1 13 22.26 14.94 167 172 120 7.1 15.016 080
:'iR lusaceJl NA 2.94 00 001 000 0')4 NM 7350 69.28 579 57.8 1.7 2.789 478

Far East
HOLD Hongkong JH 203 33% 0.09 010 011 2030 1845 1.71 1.76 160% 51.4% $22.658 11.20

BUY Korea Mobile JH 59634 0.1 1718 27.43 42.59 21.74 1400 107 0.82 45.0 31.0 3,278 930

'1R Tel New Zeal ~A ) 17 3.3 013 0.14 016 22.64 1981 1.42 1.51 10.3 23.5 5.575 601

NR NTT NA '1015 04 100.38 NA NA NM NM 091 NA 49 09 134.815 lOS

HOLD Philippine LD JH .'i605 0.4 3.30 379 188 1479 1445 0.61 0.76 120 15.3 2.794 226

HOLD Telecom ASia JH 4.10 00 0.02 005 o 10 noo 41.00 4.37 2.37 73.8 4.1 X.979 900

SELL Sing Tel JH 2.24 04 0.04 0.05 006 44.XO 3733 1.86 192 160 230 .12.255 2066

HUY relekom MalaySia JH 7 87 0.51 023 024 024 10.61 1061 126 1.49 190 129 14.918 483

,C=Srephanle Comfort: CF=C"lette Flemln~. PM=Paul Marsch . MA=Michael AmlltaRe, RA = RlZ'vun Ali: lH=Jun Hong:

.VA=/Vot Applicuble: NM=Nol Meanlng/ul NR = Not Raled a=ln US Dollar.,

E = M"rgun Sianiev Rnearch ESllmaln exCf'pt tor non-ruted companies. which are First Call consensus e.fllmates
,+ b!lmutes tor thl f companv have heen removed lrom consideral/on in thn report I'ecause under applicable law MorRan Stanle.v & Co Incurporated may

he rreduded ,from tsswn,L: such lfljorm(1({()rz Kuh respect to chis company at thls time

This memorandum IS based on information available to the public. No representation IS made that it is accurate or complete. This memorandum IS not an offer
to buy or sell or a solicitation of an offer to buy or sell the securities mentioned. Morgan Stanley International and others associated with it may have positions
In and effect transactions in secUTI ties of companies mentioned and may also perform or seek to perform investment bankmg services for those companies.
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InvestrnentReconunendations

After scanning our universe of telecom stocks through a

variety of screens, we have uncovered a handful of

companies whose stocks consistently present themselves as
attractive investment opportunities, in our view

Korea Mobile Telecom Strong prospects for growth

make this lun Hong's favorite pick in ASia Competition

has begun In the paging sector, but a second cel1ular

network is not expected to be launched until 1996. With

annual EPS growth expected to be in the 5~O% range
over the next few years, we continue to recommend

purchase of the shares, which are trading at 13 times our
1.995 earnIngs estimate.

Telekom Malaysia Though competition IS forming, Jun
Hong believes that the ameliorating factor for Telekom

\1alaysla IS that the regulatory framework has yet to be

fleshed out. Such fundamental issues as interconnection,

access charges, and equal access need to he finalized. Until

then, each of the service providers will rely largely on its

own infrastructure, making Telekom MalaySIa the best

positioned, in our view. Moreover, today's valuation at a

modest 15% premium to MalaYSIa's 1995E market multiple
offers investors an attractive entry point for a company we

believe wil1 post a five-year compound earnings growth rate

in the mid-teens. This compares with market earnings
growth perhaps in the low teens.

Telecom de Argentina According to Rizwan Ali,

Telecom de Argentina has made tremendous strides in

Improving efficiencies through technological advances over

the past 12 months. The company has been focusing on
replacement of its outdated switches with newer digital

SWitches that al10w it to attain a higher level of
digitalization In the network and in turn reduce operating

costs, otTer more value-added services, and improve
transml,sion quality The company has now decided to

increase the pace of its line expansion in order to take
advantage of the high line-instal1ation charges currently in

place. We believe that with higher line growth and cost
controh, Telecom's earnings should be able to increase at

an average annual rate of 20% over the next five years. We
do not helieve this prospect is retlected in the current
vaJuatj(lfi.

MORGA~·l STANLEY

Telebras The bellwether stock in Brazil, Telebras,

according to Rizwan Ali, should benefit most from the

election of the free-market-oriented Fernando Henrique

Cardoso to the presidency. Apart from the general
optimism associated with an economical1y responsible
government, the company is expected to benefit from the

following: tariff restructuring that was approved two years

ago but never implemented; more access to cheaper

international capital; possibly faster economic growth in

the country, and a much higher probability of eventual
privatization in the next three to four years. Leaving aside
all the benefits the company can derive from better tariff

regulation and economic stability in the country, the low
levels of line penetration and demand for value-added

services by Brazilian commercial users should help the
company achieve earnings growth of 19-20% annually in

the next five years.

Mel Communications Strong core business growth,

opportunities in related telecom service areas, financial

flexibility with over $3.5 billion in cash (from British

Telecom), and an attractive valuation make MCI one of

Stephanie Comfort's top stock picks. The U.S. long

distance industry, while competitive, continues to post
strong and improving growth. In addition, the company's

valuable name brand and proven distribution channels

position it for strategic partnerships in the wireless and

local access businesses. Already. MCI has announced
several benefits of its NetworkMCI investments, including

MCI Metro, NetworkMCI business, and a set of cable

network alliances. Stephanie believes this is only the
beginning of a series of important strategic steps by MCl to
position itself as "more than just a long distance company."

In addition, the company has a broad head start in the
rapidly growing international long distance markets, with

British Telecom in the U.K. and Europe, Stentor in

Canada, and Bannaci in Mexico. This foothold should

expand over time. Stephanie's price target of $35
represents a multiple of 22 on her 1995 EPS estimate of

$1.60.

US West Stephanie Comfort believes US West is the most
forward-looking of the Bell regional holding companies in

)

This memorandum IS based on information available to the public. No representalion IS made that it is accurate or complete. This memorandum is not an offer
to buy or sell or a solicitation of an offer to buy or sell the secunties mentioned. Morgan Stanley International and others associated wllh II may have posItions
In and effect transactions In securities of companies menlioned and may also perform or seek 10 perform investment bankmg services for those compames.
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positioning itself to flounsh In the changing U.S. telecom

environmenl. In her view, the pnce of its shares do not

reflect the company's altracllve long-term growth prospects.

Management has taken several landmark strategic steps

over the past 18 months. Includmg a partnership with Time

Warner Entertainment, expansIOn of TcleWest (its joint

U.K. cablc effort with Tele-Cornmunlcations, Inc.), the

purchase of two Atlanta cable teleVision properties,

aggressive process re-cnglneenng, and work force

reductions within its core telephone operations. The shares

currently trade at 13 times our 1994 estimate and 12.9

times 1995 estimates, at the low end of the Bell RHC

group. Stephanies 12-month pnce target of $50 is based

on a valuation that she believes morc accurately reflects the

company's long-term growth prospects - something we

believe is better captured in our stallsllcal framework than

in current PIE multiples and yield

Cable & Wireless In the UK., Paul Marsch's favorite

stock is Cable & Wireless. Categonzing this company for

the purposes of statistical regressIOn analyses is difficult.

Cable & Wireless' 57.54% holdmg In Hongkong Telecom

would suggest including It In the emerging/growth basket.

However, Cable & Wireless also has businesses in the U.K.,

(' the U.S., and Europe, which might Justifiably be classified

as mature markets. Our Single-factor regression analysis

presents a mixed conclusion on the company's valuation,

but Cable & Wireless fares better on the multi-variate

approach, where about 20% upside is indicated relative to

group peers. Even so, our buy recommendation (see "Cable

& Wireless: Wholesome Parts and Rump Stakes,"

September 1994) reflects what we see as the undervaluation

of Cable & Wireless' non-Hongkong Telecom assets, which

are currently valued at £520 million, or 24p per share. We

forecast these assets could generate earnings per share of 9p

in F1995, indicating a PIE of 2.7 - clearly not a telephone

company rating'

KPN Michael Annitage considers KPN to have clear

attractions for the global telecom investor: it operates from

one of the lowest cost and price bases in European

telecommunications (and in European Posts); it enjoys a

stable and predictable regulatory and competitive

environment; it has positioned itself through alliances

(notably in Unisource) to exploit international market

opportunities; it has one of the highest caliber management

teams in the business, and it employs extremely

conservative accounting. In short, Michael believes KPN,

offering very attractive growth potential and modest

valuation, has to be viewed as the premier

telecommunications stock in the region. His l2-month

price target is DF! 65 per share, implying a potential total

return of 25% from current levels.

A Comparative Look At Global Telecoms

Global investing requires the ability to compare and

contrast compames using a meaningful set of valuation and

operating data. With this in mind, we have compiled data

focusing on benchmarks that provide some insight when

comparing the operating results, growth rates, efficiencies,

and country backdrops of the vanous companies in our

survey.

Our database of telephone companies currently includes 31

compames In 19 countries. We have divided the data into

two separate tables - one that focuses on comparative

country and operating data and a second that strictly

compares valuation. Tables 2 and 3 provide a summary of

the analysis.

Our intention is to expand the database to include a broader

span of companies and countries. In addition, we hope to

refine our interpretation of the comparative data so that it

hest portrays the similarities and differences in the

operating results, growth prospects, and the implications

for the valuations of the companies.

Thls memorandum \S based on Informallon available to the public. No representallon IS made that It IS accurate or complete. This memorandum IS not an offer
to buy or sell or a sol,cllat,on ot an otfer to buy or sell the securities mentioned. Morgan Sianley International and others associated with it may have pOSItIOns
In and effect transactIOns m securJlles or compames mentioned and may also perfonn or seek to perfonn Investment banking services for Ihose companies.
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Global Telecommunications Services - Summary Operating Comparisons (a)

Economv

Financlals In

Popubtlon Growth
GOP Growlh (88-')'1
GOP Growth ')4E
GDP/Caplw (SUS)
GDP/Capll3 Index co US
[nnatlon: CPI Growth')'
Long Bond, or equlv I

Growth

Access Line GR 9'
Cell Subs GR 93
,YR Revenue Growth
WR EPSGR
lYR CE GR

Telco

CDP/Access Line (SUS)
GDP/Cellular Sub (SUS)
National Wirehne Penetration
NatIOnal Ccllular Penetration
Digital Sw'tchlng 93 (%)

Regulatory

RebalanCing Program (b)
PriClOg Framework (c)
CompetllJOn (d)

Regulatory Environment Index (e)

Efficiencv

Lmes(Cell Subs)lEmp)oyee
Revenue/Line (Cell. Sub) 93
Cash Op ExlLine (Cell Sub)
RevenuelEmployee
Net Inc. 9VTelco Employee
ROE 93
ROE 95F

Financial Strength

LTDebtfCap
Net DebvEqUlty
Free Cash/CapEx 93
Debt Rating

USA
RHC+GTE

SliSUntilion I

100/r
I 300/,
~7%

23,623
10000o/r

, 000/,
-, 6Vi?,

287%
5154%

3.17C7r
6.63'70

620'k

46.568
720.396
"0 730/,·
621%
100%

26699
795 29
473 ,2
21234

2427
1805%
18760Jr

4408%
10015%

.'i 50%
BBB+/AAA

Multinal.
Millicom

SUS(million)

LO%
1.30%
37%

NM
NM

300%
763%

NM
92.00%
71.99%
30.10%

-16.86%

NM
NM
NM
NM
NM

1
2
2

5

2751
1.62292
1184.79

4464
3128

59.52%
6.69%

11.62%
90.34%
61.76%

NA

Canada
BCE

SCan. (m)

1.3%
0.76%

3.3%
21.130

8945%
1.80%
891'7,

2.52%
27.96%

3.27%
5.00%
192%

61.769
1.388,266

34.21%
4.80%
100%

I
o
4

5

80.19
635.16

107492
126.91

16.77
11.03%

NA

45.99%
133.43%
-15.55%

A+

UK
BT

Pounds (m)

0.2%
012%

=8%
[8.550

7R 52%
160%
857%

213%
5486%

141%
660%

-032%

40,156
1.049.804

45.23%
.:,90%

75%

7077
762.l3
472.28
130 15

17.91
14.00%
14.88%

20.21%
9.41%

J2.40%
AAA

UK
C&W

Pounds (m)

02%
0.32%

28%
18.550

7852%
160%
8.57%

NM
NA

18.09%
1550%
17.99%

NM
NA
NM

3.90%
NM

I
1
3

5

NA
NA
NA

168.74
2122

17.64%
15.30%

24.87%
12.75%

-12.93%
NA

UK
Yodafone

Pounds (m)

0.2%
0.32%

2.8%
18.550

78.52%
160%
8.57%

NM
3993%
18.32%
19.50%
l3.999'0

NM
91\,201

NM
390%

NM

I
2
4

7

376.64
1,075.62

542.12
405.13
124.30

37.88%
34.52%

0.27%
-15.91%
55.09%

NA

[taly
Tele [talia

Lira (bn)

-0.1%
152%
0.7%

22.381
94.74%

420%
10.83%

L93%
54.15%

++
++
++

50.605
1.059.511

42.29%
2.11%

57%

++
++
++

++

274.75
645.34
355.26
177.31

7.50
6.07%

++

48.90%
104.11%

NM
AA

Italy
STET

Lira (bn)

-0.1%
152%
0.7%

22.381
94.74%

420%
10.83%

1.93%
54.15%

++
++
++

50,605
\.059.511

42.29%
2.11%

57%

++
++
++

++

177.46
71722
38399
12728

4.71
5.00%

++

52.97%
112.63%

10.41%
AA

I,,) Amounrs III US Dollar<. unle", "thern"e noted.
I hi RehulallClllg program: I = RebafanclIlC lIlitwllves In place; O=No rebalanCing inlliative.'.
I c.J Pr:uflt:, jrllmeH"Orlc O=R111e 0/ return, ,I ;:;Pnce cups; 2=No pricing restrictions.
1.1) C,.mpel/I"m = ()=M"/,lIIp,,i\ "lfh ("mpelll"r wl/hin 5 year<. I=Monopoly with competitors within 2 years; 2=One competitor; 3=2-3

("/Im{)eu[ors: ..j::;:Orerz (OmpetlCllln

'e! Rel:u!<uon E"\Iro"menrul/lldex U=uI1luvoruble. 7= very jaw'rable

!:. =M"rgml SWI1lev Rnearch EHlmales F,r<t Call COIl.feIl.W.' e.'tlmatef''' BeE.
NM = ,\Iit Meumll!!.!ul NA =Not Applicable
• + cstlmares tor thIS compwl\ huve beell removed from consideratum Inthi.' report becau.,e under applicable law Morgan Stanley & Co. Incorporated may

he {Jre(uded from ISSUing ,'luch llJlornWlum ..vJlh respect to this company at this time
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