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Disclaimer. 

This presentation contains forward-looking statements that reflect the current views of Deutsche Telekom management with respect to future events. These 
forward-looking statements include statements with regard to the expected development of revenue, earnings, profits from operations, depreciation and 
amortization, cash flows and personnel-related measures. You should consider them with caution. Such statements are subject to risks and uncertainties, 
most of which are difficult to predict and are generally beyond Deutsche Telekom’s control. Among the factors that might influence our ability to

 

achieve our 
objectives are the progress of our workforce reduction initiative and other cost-saving measures, and the impact of other significant strategic, labour

 

or 
business initiatives, including acquisitions, dispositions and business combinations, and our network upgrade and expansion initiatives. In addition, 
stronger than expected competition, technological change, legal proceedings and regulatory developments, among other factors, may have a material 
adverse effect on our costs and revenue development. Further, the economic downturn in our markets, and changes in interest and currency exchange 
rates, may also have an impact on our business development and the availability of financing on favourable

 

conditions. Changes to our expectations 
concerning future cash flows may lead to impairment write downs of assets carried at historical cost, which may materially affect our results at the group 
and operating segment levels. If these or other risks and uncertainties materialize, or if the assumptions underlying any of these statements prove incorrect, 
our actual performance may materially differ from the performance expressed or implied by forward-looking statements. We can offer no assurance that our 
estimates or expectations will be achieved. Without prejudice to

 

existing obligations under capital market law, we do not assume

 

any obligation to update 
forward-looking statements to take new information or future events into

 

account or otherwise.
In addition to figures prepared in accordance with IFRS, Deutsche Telekom also presents non-GAAP financial performance measures, including, among 
others, EBITDA, EBITDA margin, adjusted EBITDA, adjusted EBITDA margin, adjusted EBIT, adjusted net income, free cash flow, gross debt and net debt. 
These non-GAAP measures should be considered in addition to, but not as a substitute for, the information prepared in accordance with IFRS. Non-GAAP 
financial performance measures are not subject to IFRS or any other generally accepted accounting principles. Other companies may define these terms in 
different ways.
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Q2 2011 Highlights.



 

Structural solution for the US-business: Regulatory process running according to plan


 

Germany successfully continues stabilization of adj. EBITDA, adj. EBITDA margin exceeds 40%, line losses of 295k on record low 
level



 

Europe: margin recovery in Poland, Netherlands and Austria as expected, other countries with improved revenue and adj. EBITDA 
trends compared to Q1



 

Ongoing cost cutting execution. Save for service contribution of

 

0.9 billion €

 

in H1. Net cost reduction of €0.5 billion in Germany, 
€0.3 billion in Europe and €0.4 billion in the US



 

Network JV with TPSA in Poland to further improve efficiency, PTC re-branded



 

Group revenue (-3.3%) and adj. EBITDA (-2.6%) from continuing operations 


 

FCF grows 19% to €1.8 billion in Q2/11 compared to €1.5 billion in Q2/10


 

Adj. net income increases 17% to €1.0 billion compared to €0.8 billion in Q2/10 

 Full year 2011 Guidance re-iterated 
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Q2/11 Overview.
 Continuing and discontinued operations.

Adj. EBITDA Q2/10 vs. Q2/11 (€

 

million)

Revenue (€

 

million) Continuing operations Adj. EBITDA (€

 

million) Continuing operations

Revenue Q2/10 vs. Q2/11 (€

 

million)

-2.6%

Q2/11

3,793

Organic

-112

F/X

11

Q2/10

3,894

USA 3,510
4,188

SYS 2,276
2,242

Europa 3,807
4,030

Germany 5,989
6,197

Q2/11

Q2/10
892

1,120

-140
-182

197
231

1,316
1,431

2,439
2,438

Q2/11

Q2/10

Organic

-3.3%

Q2/11

10,968

F/X

-39618

Q2/10

11,346

USA

GHS

SYS

Europa

Germany
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Q2/11 Key financials.

in €

 

million Q2/10 Q2/11 change

 

in % 

Revenue from Continuing operations


 

Revenue incl. the US 
11,346
15,531

10,968
14,475

-3.3%
-6.8%

Adj. EBITDA from Continuing operations


 

Adj. EBITDA incl. the US
3,894
5,012

3,793
4,687

-2.6%
-6.5%

Adj. net profit 814 951 16.8%

Net profit 475 348 -26.7%

Adj. EPS (in €) 0.18 0.22 22.2%

EPS (in €) 0.11 0.08 -27.3%

Free cash flow1 1,489 1,767 18.7%

Cash capex1 2,041 1,879 -7.9%

1) Before dividend payment and spectrum costs in Germany of €1,300 million in Germany in Q2 2010
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Strategy update: growth areas.

Mobile internet

 
thereof

 

GER  and EU

Connected Home2

 
thereof

 

GER

Online consumer

 

services3

T-Systems external

 

revenue4

 
incl. Cloud Services

Intelligent networks

 
in Energy, Health, Media Distribution, Connected Car

Revenue (€

 

bn)

1.1
0.5

1.6
1.3

0.2

1.6

-

≈

 

10

≈

 

7

2 -

 

3

≈

 

8

≈

 

1

1.6

0.2

0.03

1.6
1.3

1.2
0.7

0.1
0.1

0.0
0.0

0.0

0.0

-

13%
23%

0.0%
3%

0.5%

0.0%

-

Deutsche Telekom growth areas1 Q2/10 Q2/11 Ambition 
2015Change

1)  Figures include T-Mobile US 
2) Figures adjusted for new reporting logic Germany 2011

 

3) Figures adjusted for discontinued cash card business

 

4) Difference to reported segment figure due to “Intelligent networks”

 

which is part of the reported segment figures
Absolute and percentage change calculated on the basis of millions of €

 

amounts
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2011 guidance reiterated.

2011 Free cash 
flow guidance

≥6.5

2011 adj. EBITDA 
guidance

≈19.1

≈14.9

≈4.2

0.0

2010 adj. EBITDA

19.5

15.1

4.2

0.2



 

As a result of the sale of T-Mobile US guidance of “around 
19.1 billion”

 

split into:


 

Discontinued operation: US with stable EBITDA over FY 
2010 of around US$5.5 billion or around €4.2 billion based 
on F/X-rate of 1.33 (average rate of FY 2010)



 

Continuing operations: around €14.9 billion


 

Free cash flow guidance unchanged at stable to slightly 
growing over FY 2010 of €6.5 billion



 

Guidance assumes constant currency (average exchange 
rates of 2010). Free cash flow guidance not including 
€0.4 billion for PTC settlement

Continuing

 

Operations
Discontinued

 

Operations

Guidance (in €

 

billion)

T-Mobile UK
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Adj. EBITDA margin

 

(in %)

Revenue (€

 

million)* Adj. EBITDA (€

 

million)

Adj. opex

 

(€

 

million)

Germany: adj. EBITDA margin exceeds 40%. 

-3.4%

Q2/11

5,989

Q1/11

5,991

Q4/10

6,442

Q3/10

6,317

Q2/10

6,197

41

40

39

38

37

36
35

Q2/11

40.7

Q1/11

39.7

Q4/10

36.6

Q3/10

39.9

Q2/10

39.3

+1.4 Pp

0.0%

Q2/11

2,439

Q1/11

2,384

Q4/10

2,358

Q3/10

2,523

Q2/10

2,438

Q2/11

-6.2%

3,664

Q1/11

3,734

Q4/10

4,262

Q3/10

3,297

Q2/10

3,907

* Q2 includes MTR-cut of approximately €

 

61 million, adjusted for MTRs

 

revenue decrease would have been 2%
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Fixed

 

network

 

revenues

 

(€

 

million)1 Mobile service

 

revenue2

 

(€

 

million)

Germany revenue: continued focus on data & TV opportunity.

1) "Fixed network" revenues includes revenues from Fixed network, Wholesale services, Online consumer services, Value-added services and Fixed network related others
2) Q2 Adjusted for the reduction in MTR–rates (€61 million revenue)

+0.1%

1,7671,6901,7561,8131,766

Q2/11Q1/11Q4/10Q3/10Q2/10

Mobile data revenue (€

 

million) and as % of ARPU2play + 3play customers ( million)

+3.0%

12.2

1.3

10.9

12.1

1.3

10.8

12.0

1.2

10.8

11.8

1.0

10.8

11.8

1.0

10.8

Q2/11Q1/11Q4/10Q3/10Q2/10

triple

 

play

double play

384334325314

+30%

409

24%
18% 19%18%

23%

Q2/11Q1/11Q4/10Q3/10Q2/10

-4.5%

4,0454,0634,3764,2424,234

Q2/11Q1/11Q4/10Q3/10Q2/10
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Germany: #1 in broadband and mobile service revenue.



 

More than 50% of the domestic fixed customer base of 24.0mn 
are broadband customers



 

Lowest line losses since years with only 295k (339k in Q1/11)


 

Solid IPTV growth continues with +34% (330k) Entertain 
customers yoy

 

now at 1,301k


 

Retail fiber-customers (VDSL) at 454k (+227k yoy)



 

Strong ramp up in mobile data revenues €

 

409 million (+30% 
yoy), due to successful launch of new product portfolio. Approx 
2.5 million signed a contract, with a double play share of 63%.



 

Best in class contract churn of 1.1% (-0.3pp yoy)


 

62% smartphone

 

share of handsets sold in Q2/11 (+31pp yoy) 


 

MTR impact of €

 

61 million and Roaming impact of  €

 

8 million 
on service revenues in Q2/11



 

iPhone

 

sales: with 248k on last year’s level

Company estimates: Q2/10 adjusted by one-time item wholesale. Rounded figures. Incl. reseller (competitor

 

resale and resale);Q1/11 adjusted mainly due to changes in KDG reporting structure

Broadband access lines market share1

 

(%)

Service revenue market share (%)

Q2/11

26.6

3.2

11.3

12.2

45.6

Q1/11

26.4

3.1

11.3

12.1

45.8

Q4/10

26.0

2.8

11.2

12.0

46.0

Q3/10

25.6

2.7

11.1

11.8

46.3

Q2/10

25.3

2.5

11.0

11.8

46.6

Telekom
DSL 
competitors
Cable

Market Share

749
781

1,685

1,756

35.3

Q3/10

5,080

755
810

1,701

1,813

35.7

Q2/10

4,906

726
772

1,642

1,766

36.0

Q2/11

4,847

727
768

1,646

1,706

35.2

Q1/11

4,740

686
736

1,627

1,690

35.7

Q4/10

4,971

O2

E-Plus

Vodafone

Telekom

Marktanteil
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

 

Risk through offerings of IP Messaging can be mitigated:


 

Smart pricing (tiered pricing)


 

Increased penetration of bundles


 

Rebalancing


 

Our concrete measures to mitigate:


 

Successful introduction of new tariff portfolio in November 2010, with 
focus on data and messaging in bundles



 

Launch of SMS/Data centric promotion bundles in Q2 , e.g. Special 
Call&Surf

 

Mobil (SMS, Telekom Voice and data flatrate

 

plus 100 off-net 
minutes)

Share of billed consumer contract SMS

Germany: Growing SMS and traffic volume through bundling 
safeguards revenue. 

Service Revenue mix reflects focus on data and bundles

Share of billed consumer contract minutes

13%
31%

40%

11%
2%

2%

consumer contract out of bundle

prepaid

business

consumer

 

incoming

other

consumer

 

in contract

 

bundle

15% 
potential 
revenue 
address-

 
able by IP 
services

89%

11%

billed

flat/bucket

83%

17%

billed

flat/bucket
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Mobile contract

 

subscriber

 

(million)2

TV customer (million) Smartphone

 

share

 

(%)1

Broadband

 

accesses

 

(million)2

Europe –
 

growth in key market KPIs.

1) Percentage of smartphones

 

in dispatched devices (excl. OTE, Macedonia and Montenegro);

 

2) incl. customers shifted to T-Systems in Hungary as of 1.1.2011

25.8

+3%

26.626.526.326.1

+10%

4.754.714.584.424.32

2.212.08

+25%

2.592.412.35

30%
21%

34%
43%

+119%

46%

Q2/11Q1/11Q4/10Q3/10Q2/10

0.65
0.52 0.57

0.71 0.73 IPTV 
+42%

Q2/11Q1/11Q4/10Q3/10Q2/10

Q2/11Q1/11Q4/10Q3/10Q2/10 Q2/11Q1/11Q4/10Q3/10Q2/10
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Alignment on key success factors Smartphone

 

Push Levers

Terminals

Pricing

ATL

BTL

VAS

Training

Sales

CRM

Europe: area wide smartphone
 

campaign leverages best practices 
and maximizes business impact.

YoY

 

Smartphone
Dispatches

 

(k)
Data Attach Rate 

of Gross Adds

+65%

Q2 20111

61%

Q2 20101

37%

+114%

Q2 20111

1,017

Q2 20101

475

Q2 20111

+253%

620

Q2 20101

176

SP & Data 
Increase

 

(k)

Wave 1 countries: Wave 2 countries (Aug./Sept.):

BGGR CZHRRO DE2 HUNL MK3PL AL3 ME3

Most markets leveraging 
“Angry birds”

 

creative

1) Extrapolated; 2) Online:; 3) Considering 
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Europe –
 

integrated markets: high margins defended and better 
revenue trends compared to Q1.

Q2/11Q2/10

Greece: 


 

Strong position in Greece mobile market: Cosmote

 

service revenue 
market share up 0.7pp



 

Fixed hampered from line losses and regulation 
Croatia:


 

Still challenging economic development, e.g. high unemployment


 

Better revenue trends in fixed, mobile revenue still suffering from 
regulation and price declines



 

Growth in IPTV (+21%) and DSL (+11%), growth in prepay and contract 
subscribers (+7.5%). 

Hungary: 


 

Underlying revenue trend improved, underlying adj. EBITDA with small 
increase yoy

 

due to excellent cost discipline 


 

Robust growth in mobile subs, underlying mobile service revenue has 
returned to growth –

 

outperforming competition. 7% growth in TV-subs 
(TV-market share of 28%) and 7% growth in broadband subs

Slovakia: 


 

Stable revenue in fixed due to 60% growth in TV-subs, adj. EBITDA 
trends improved vs. Q1



 

Tough competition in mobile impacts revenue and adj. EBITDA

Revenue (€

 

million)

Adj. EBITDA (€

 

million)

Adj. EBITDA margin in %

289 269

886963
-7%

-8%

-1%-1%

230233483489

-2%
-12%

-5%
-1%

Slovakia

100105

MT1

212214

Croatia

122124

Greece

303346

45.1

MT1

43.943.8 43.5

SlovakiaCroatia

45.442.9

Greece

34.235.9

1) Figures adjusted for special tax in Q2/11 -

 

impact: €20 million on revenue and adj. EBITDA, 2pp on margin Q2/10 figures adjusted for shift of business customers to Systems Solutions.

SlovakiaMT1CroatiaGreece
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Europe –
 

mobile centric: margin recovery.

Q2/11Q2/10

Poland: 


 

Improving macroeconomic conditions


 

Underlying slight revenue growth driven by data revenue 


 

Smartphone share in new handsets exceeds 42%, leads to leading ARPU 
in industry but limits net adds in comparison to competition

Netherlands: 


 

Underlying revenue growth of 5%, EBITDA-margin sequentially improved


 

Performance in line with incumbent, not entirely satisfying compared to 
closest competitor



 

SMS revenues continue to grow with 8% -

 

no IP-cannibalization effect, 
encouraging pricing trends, TMNL switches to tiered data pricing

 

in line 
with industry in Q3

CZ: 


 

Improving macroeconomic conditions


 

Re-gaining market leadership in Q2 with best-in-class margins 
Austria: 


 

Revenue impacted strongly by regulation


 

Margin recovery vs. Q1 as expected following due to opex

 

savings

Revenue (€

 

million)

Adj. EBITDA margin in %

1) Q2/11 Adjusted for regulatory impact:

+5%0%
-7%-3%

Austria

227243

Czech

282291

Netherlands1)

470448

Poland

453451

-4%0%
+11%

0%

6861
139139134139176176

30.025.1

49.347.8
28.531.038.939.0

Adj. EBITDA (€

 

million)

AustriaCzechNetherlands1)Poland

AustriaCzechNetherlands1)Poland



17

Order Entry

 

(€

 

million)

Systems Solutions: revenues up by 1.5% in Q2/11.

Q4/10

1,625
2,593

Q2/11

2,039

Q1/11

-11.1%

3,206

Q3/10Q2/10

2,294

Revenue

 

(€

 

million)

External

 

Revenue

 

(€

 

million)

+1.5%

Q2/11

2,276

Q1/11

2,260

Q4/10

2,479

Q3/10

2,205

Q2/10

2,242

+1.7%

Q2/11

1,638

Q1/11

1,616

Q4/10

1,714

Q3/10

1,555

Q2/10

1,610



 

Revenue increase yoy

 

of +1.5 % up to €2,276 million


 

External revenues up +1.7% to €1,638 million


 

Temporary focus on execution and quality assurance of big 
deals rather than new business



 

Order entry of €2,039mn due to deals such as


 

Valora, TOTAL, Magna


 

Decrease yoy

 

due to exceptionally strong order entry in 
Q2/10 (mainly due to the Deutsche Post DHL Deal)
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Systems Solutions: Save for Service cost savings.

S4S cost savings H1 2011 (€

 

million)

Adj. EBITDA / margin Adj. EBIT / margin

178
35 15

22 250

Total savings

 

H1 2011
Production Systems

 

Integration
Sales G&A

Q2/11

8.7%

197

Q1/11

8.4%

189

Q2/10

10.3%

231

Q2/11

2.0%

45

Q2/10

3.4%

76

Q1/11

29

1.3%



 

Adj. EBITDA at €197million with a margin of 8.7%


 

Adj. EBIT margin in Q2/11 down to 2.0% from 3.4% in Q2/10, 
yet improved qoq

 

by 0.7pp


 

Higher opex

 

related to big deal execution had an impact on 
Q2 margins



 

Cash Capex

 

reduced by €92 million following lower order entry 
and to protect cash flow



 

0.3 billion Save for Service contribution in H12011


 

Improvements on global production setup, sourcing 
improvements, production platform optimization, reduction 
of freelancer costs



 

At Systems Integration focus on Next Generation products, 
test services and innovations as well as freelancer reduction 
and sourcing optimization



 

Optimization of Sales Operations and organizational setup 
for international growth



 

Internal optimization and standardization at G&A
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ARPU development

 

in US$

Service revenues (US$ million) Net adds

 

in ‘0001

Adj. EBITDA (US$ million) and adj. EBITDA margin

US: sequential improvement in adj. EBITDA in ongoing difficult 
operational environment.

4,605 4,5434,615

-1.3%

4,607 4,556

23.1
25.424.826.7 25.4

1,1931,328 1,360 1,2831,423

-382
Q4/10

228

-251

Q3/10

190

-54

Q2/10

-199

106

-281

231

Q2/11

283

Q1/11

Q2/11

46 45

Q4/10 Q1/11

45

Q2/10

46

Q3/10

46

12.4 13.613.1
11.6 12.8

Blended ARPU 
Daten-ARPU

 

(US GAAP)

1) Walmart

 

Family Mobile customers reclassified as contract customers, Q3/10, Q4/10, and Q1/11 restated accordingly.

Q2/11Q1/11Q4/10Q3/10Q2/10

Prepaid

Contract

Q2/11Q1/11Q4/10Q3/10Q2/10
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Development of free cash flow Q2/11 over Q2/10 (€

 

million)

Free cash flow: full year guidance confirmed.



 

Guidance of slightly growing to stable free cash flow 
over 2010 level of €6.5 billion confirmed


 

H1 2011 free cash flow with €2.8 billion basically 
on last year’s level of €2.9 billion



 

As expected higher level of interest payments and 
capex

 

in Q1/11 were balanced out in Q2/11


 

We expect strongest quarterly contribution to 
free cash flow in Q4/11

1.767

Q2/11Proceeds

-36

Cash capex

162

Net interest

 
payments

74

Cash 
generated

 
from

 
operations

78

Q2/101

1,489

1) Q2 2010 excl. €1,300 million payment for mobile spectrum in Germany
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Cost base development HY1/10 vs. HY1/11 (€

 

billion)

HY1 2011 Save for Service results.

-1.6 (-7%)

HY1/11Other

20.53

FX S4S

0.18

Changes in 
scope of 

consolidation

0.92

0.60
0.12

HY/10

22.10

Contribution 
by Business Unit (€

 

million)
HY1/2011

 
Realized

Germany 348

USA 164

Europe 141

Systems Solutions 250

GHS 16

DT Group 919



 

Savings realized in HY1 of €919 million result in run-rate 
of total of €3.3 billion so far. 2010-12 target of €4.2 billion 
remains unchanged.



 

Net reduction of DT cost base by -7% (€1.6 billion) on 
corporate level, net OPEX savings in:


 

Germany €

 

-523 million 


 

USA €

 

-383 million


 

Europe (ex. UK) €

 

-

 

293 million


 

GHS €

 

-

 

76 million
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Comfort zone ratios 

2 -

 

2.5x Net debt/adj. EBITDA

25 -

 

35% Equity ratio

Gearing: 0.8 to 1.2

Liquidity reserve covers redemption of the next 24 months

Ongoing solid balance sheet ratios and improved rating outlook.

in €

 

billion 30/06/2011 31/03/2011 31/12/2010 30/09/2010 30/06/10

Balance sheet total 123.1 123.2 127.8 127.8 132.8

Shareholders’

 

equity 39.3 42.7 43.0 43.4 44.8

Net debt 43.3 41.8 42.3 43.7 46.3

Net debt/adj. EBITDA1 2.3 2.2 2.2 2.2 2.3

Gearing 1.1x 1.0x 1.0x 1.0x 1.0x

Equity ratio 31.9% 34.6% 33.7% 33.9% 33.7%









Current Rating

Fitch:

 

BBB+

 

positive outlook

Moody’s:

 

Baa1

 

watch positive

S&P:

 

BBB+

 

positive outlook

R&I:

 

A

 

stable outlook









1) Calculation based on adj. EBITDA of last four quarters
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Q&A -
 

Please press “*1”
 

to ask a question.

For remaining questions please contact the IR department after the call.

Timotheus

 
Höttges

 CFO

René

 
Obermann

 CEO

Niek Jan van Damme

 CEO Germany
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For further
 

questions
 

please
 

contact
 

the
 

IR department:

Thank you for your attention!

Investor Relations, Bonn office

Phone

 

+49  228  181 -

 

8 88 80

Fax

 

+49  228  181 -

 

8 88 99

E-Mail

 

investor.relations@telekom.de

Investor Relations, Bonn office

Phone

 

+49  228  181 -

 

8 88 80

Fax

 

+49  228  181 -

 

8 88 99

E-Mail

 

investor.relations@telekom.de

Investor Relations, New York office 

Phone

 

+1  212  424 2959

Phone

 

+1  877 DT SHARE (toll-free) 

Fax

 

+1  212  424 2977

E-Mail

 

investor.relations@telekom.com

Investor Relations, New York office 

Phone

 

+1  212  424 2959

Phone

 

+1  877 DT SHARE (toll-free) 

Fax

 

+1  212  424 2977

E-Mail

 

investor.relations@telekom.com
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