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Reduction in user base, spectrum expense hurt;
launch of JioPhone Next seen to be a positive

Subdued Q2 Show

Makes Tariff Hike -

Difficult for Jio

Kalyan.Parbat@timesgroup.com

Kolkata: Odds are lengthening on
the likelihood of near-term tariff
increases at Reliance Jio after a
steeper-than-expected decline in
itscustomer base in the September
quarter, although higher revenues
per user and launch of a potential-
ly game-changing affordable
smartphone during Diwali should
protect downside risks at India’s
biggest telco.

US brokerage Jefferies, which
snipped the telco’s valuations by 2%
to $88 billion, said Jio’s 2Q results
were “operationally weak,” and the
moderation in valuations was due
to “lower-than-expected revenues
and higher-than-expected interest
costs.” It went on to add that “arepe-
at of its 2Q subscriber performance
in 3Q might dash hopes of a tariffhi-
ke in the near/mediumterm.”

Jio’s profit growth in the Septem-
ber quarter was flattish sequenti-
ally,duemainly toa 32% jumpinfi-
nance costs linked to spectrum
purchases in the March 2021 auc-
tion besides subscriber losses of
morethanllmillion,analystssaid.

To be sure, despite customer los-
ses, Jio is still the market leader
with 429.5 million users as of the
quarter ended September, compa-
red with Airtel and Vi’'s 321.23 mil-
lion and 255.4 million, respectively,
reported in the June quarter. Air-
tel and Vi are yet toreport second-
quarter earnings.

The upcoming budget-range
JioPhone Next "seems to contain
all necessary functionalities of a
smartphone, including customi-
sed OS; availability of all apps wit-
hin Google play
store; multi-lang-
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and removal of low-paying custo-
mers boosted Jio’s average reve-
nue per user (ARPU) in the July-
September period.

Jio’s ARPU - a key performance
metric for the telecom business -
grew 3.7% on-quarter toaround Rs
144 in the fiscal second quarter.

Wall Street financial powerhouse
JP Morgan said “Jio's Q2 ARPU,
which stood at 7144, was +4% q/q
and in line with its expectations of
an increase”. Jio lost mobile users
for the first time since it started
operations more than five years
ago as many could not recharge
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JIOPHONE LAUNCH
Jioissettolaunch JioPhone Next—
its budget 4G smartphone develo-
ped with Google -around Diwali to
attract more customers. It had de-
ferred the device’s original Sep-
tember launch timeline due to the
continuing global chip shortage.
Meanwhile, a combination of
sharply higher data consumption

could have been al-
so due to the im-
pact of JioPhone users moving out
after their three-year lock-in.”
Operationally, the quarter was we-
ak, said Jefferies. “Revenues, Ebit-
da, and profits - all (missed) estima-
tes, and the 20% on-year fall in
1HFY22 CFO (operating cash flows),
1H cash burn, and low incremental
Ebitda margins of 50% disappoin-
ted further,” Jefferies said. Such a
scenario, it added, could be “negati-
ve for the industry” as Jio might not
be willing to participate in a tariff
increase.
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