
Q3/10 –
 

Results
 

Presentation.
 Deutsche Telekom.

November 4, 2010



2

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, including those described in the sections “Forward-Looking Statements”

 

and “Risk Factors”

 

of Deutsche 
Telekom’s Annual Report on Form 20-F filed with the U.S. Securities and Exchange Commission. Among the factors that might in-

 
fluence

 

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, labor

 

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 deve-

 
lopment. 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 favorable

 

conditions. Changes to our expectations concer-

 
ning

 

future cash flows may lead to impairment writedowns

 

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. 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. For further information relevant 
to the interpretation of these terms, please refer to the chapter “Reconciliation of pro forma figures”, which is posted on Deutsche 
Telekom’s Investor Relations webpage at www.telekom.com.
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9M 2010 Highlights –
 

Decent progress to achieve FY10 targets.

9 months results –

 

on track to achieve full year targets


 

Excluding T-Mobile UK revenue growth of 0.4% in 9M


 

Adj. EBITDA at €14.9 billion in 9M –

 

on track to achieve guidance of “around €20 billion minus de-consolidation impact of the UK”


 

Free cash flow at €4.8 billion in 9M –

 

on track to achieve at least €6.2 billion for full year 


 

Germany: cumulated broadband net add-market share of 40.2% -

 

on track to achieve guidance of 40-45% for the full year


 

Germany: line losses of 1.2 million in 9M –

 

26% below last year’s level


 

Germany: Entertain packages sold at 1.4 million –

 

on track to achieve full year target of 1.5 million


 

S4S: continues to support group profitability with savings of €1.7 billion in 9M. Full year target of €2 billion will be overachieved


 

Mobile data revenue of €3.2 billion in 9M, up 26%

Solid performance in Q3


 

Germany –

 

Mobile: Q3 best quarter ever for iPhone

 

sales of 400k taking total to 2.3 million since launch, ongoing

 

strong underlying 
revenue and EBITDA growth in mobile; Fixed: 6.9% opex

 

reduction leading to margin improvement of 1.4pp yoy


 

USA: data ARPU growth accelerating, further revenue stabilization, but churn not satisfying


 

EU –

 

Integrated operators: successfully tackling economic and regulatory headwinds –

 

margins and cash flows protected; 
mobile centric: increase in market invest impacting margins



 

Systems Solutions: improvement in external revenue and adj. EBIT

 

margin as promised
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Q3 Overview group financials.

in €

 

million
Q3/09 

reported
Q3/10

 
reported

Q3/09

 
excl. UK

Q3/10 
excl. UK

change in % 
excl. UK 

Revenue 16,262 15,601 15,448 15,601 1.0%

Adj. EBITDA 5,528 5,021 5,345 5,021 -6.1%

Adj. net profit 1,074 969 1,006 1,021 1.5%

Net profit 959 1,035 892 1,087 21.9%

Adj. EPS (in €) 0.24 0.23 0.22 0.24 7.9%

EPS (in €) 0.22 0.23 0.20 0.24 18.3%

Free cash flow1) 3,286 1,882 3,094 1,882 -39.2%

Cash capex 2,131 2,036 2,094 2,036 -2.8%

1) Before dividend payment and spectrum invest; Q3 2009 including €759 million of factoring
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Adj. EBITDA Q3/09 vs. Q3/10 (€

 

million)

Revenue (€

 

million) Adj. EBITDA (€

 

million)

Revenue Q3/09 vs. Q3/10 (€

 

million)

Q3 Overview: strong Q3 09 impacts yoy
 

comparison.

SYS

Germany

Q3/10

Q3/09

GHS

SYS

Germany

1) 2009 figures without T-Mobile UK: Impact group €814 million of revenue and €183 million of adj. EBITDA; Impact segment Europe: €848 million of revenue and €182 million of adj. EBITDA

+1.0%

Q3/10OrganicF/XAcquisitionsQ3/09*

-329+459+2315,448 15,601

-6.1%

OrganicF/XAcquisitions Q3/10Q3/09*

5,021-440+107+95,345

1,465

2,523
2,523

USA 1,028
1,089

Europe1 1,662

-112

231

-192

222

2,205
2,125

6,317
6,471

USA 4,143
3,758

Europe1
4,123

4,276

Q3/10

Q3/09
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

 

T-Systems enters 
into  partnerships 
with ABB on smart 
metering

 

 

2/3 of all SAP 
transactions 
processed in the 
cloud

 

 

Improved industry 
position reflected by 
industry analysts 
(e.g. Gartner)

 



 

T-Systems enters 
into  partnerships 
with ABB on smart 
metering


 

2/3 of all SAP 
transactions 
processed in the 
cloud



 

Improved industry 
position reflected by 
industry analysts 
(e.g. Gartner)

Q3 strategy update: Fix –
 

Transform -
 

Innovate on track.



 

USA: data ARPU 
growth accelerating 



 

PL: revenue 
stabilization

 



 

USA: data ARPU 
growth accelerating 



 

PL: revenue 
stabilization



 

Re-structuring of 
SME Sales and IT 
offices in Germany

 



 

Re-structuring of 
SME Sales and IT 
offices in Germany



 

Launch of LTE 
network in Germany.

 

 

“Best mobile 
network”

 

award in 
Germany from 
“Chip”-magazine –

 
2,100 3G sites 
added in 2010 in 
Germany

 

 

HSPA+ with 42Mbps 
roll-out in the US 
announced

 



 

Launch of LTE 
network in Germany.



 

“Best mobile 
network”

 

award in 
Germany from 
“Chip”-magazine –

 
2,100 3G sites 
added in 2010 in 
Germany



 

HSPA+ with 42Mbps 
roll-out in the US 
announced



 

Preferred partner 
for Windows mobile 
phone in holiday 
business in Germany

 

 

New mobile data 
plans introduced in 
Germany and US –

 
embracing tiered 
pricing

 

 

Smartphones: 53% 
of all handsets sold 
in Germany

 



 

Preferred partner 
for Windows mobile 
phone in holiday 
business in Germany



 

New mobile data 
plans introduced in 
Germany and US –

 
embracing tiered 
pricing



 

Smartphones: 53% 
of all handsets sold 
in Germany

Improve performance 
of mobile-centric 

assets

Leverage 
one company in 

integrated assets

Build networks and 
processes for the

 
gigabit society 

Connected work 
with unique 

ICT solutions

Connected life 
across all screens

Fix Transform Innovate
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Strategy update: growth areas.

Mobile Internet

Connected Home
Double & Triple play, Home Gateway and Communication Suite

Online Consumer Services

T-Systems external revenue

 
incl. Cloud Services

Intelligent networks

 
in Energy, Health, Media Distribution, Connected Car

Revenue (€

 

bn)

2.6

3.9

0.5

4.5

0

≈

 

10

≈

 

7

2 -

 

3

≈

 

8

≈

 

1

4.7

0.7

0

4.2

3.2 0.7

0.3

0.2

0.2

0

26.2%

7.8%

33.3%

5.2%

0.0%

Deutsche Telekom Growth Areas 9M 2009 9M 2010 Ambition 
2015Change
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US:
 

continued revenue stabilization
 

and strong data ARPU –
 margin reflecting smartphone uptake and network costs.

Contract net addsTotal net adds

Blended ARPU Data ARPU (US GAAP)

Service revenues (US$ million) Net adds in ‘000

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

Net-adds total

Net-adds contract

Q2/10Q1/10Q4/09Q3/09

1,558 1,382

29.0%
25.6%

1,395

26.4%

1,423

26.7%

4,624 4,611 4,537 4,605

-0.4%

-14.8%

ARPU development in US$

46 45

10.00
10.20

10.90

-77

371

-77
-118-117-140

46

-93

106

46

11.60

Q3/10

Q2/10Q1/10Q4/09Q3/09 Q3/10

Q2/10Q1/10Q4/09Q3/09 Q3/10

Q2/10Q1/10Q4/09 Q3/10Q3/09

4,607

1,328

24.8%

137

-60

46

12.40
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Operational priorities for 2010: improve the US market position.

DistributionDistribution

PricingPricing

DevicesDevices

NetworkNetwork



 

2,034 own stores


 

8,042 national retail stores (postpaid only)


 

Walmart

 

Family Mobile Powered by T-Mobile launched in 2,500 Walmart

 

stores


 

Launch of Target stores run by RadioShack: 455 per end of Q3



 

2,034 own stores


 

8,042 national retail stores (postpaid only)


 

Walmart

 

Family Mobile Powered by T-Mobile launched in 2,500 Walmart

 

stores


 

Launch of Target stores run by RadioShack: 455 per end of Q3



 

Introduction of tiered data pricing1): $10 (200 MB with $0.10 per MB overage), $30 unlimited2), 
$45 unlimited2)

 

incl. tethering

 


 

Walmart

 

Family Mobile Powered by T-Mobile: $45 unlimited talk and text, $25 add-a-line


 

New branded prepaid monthly plans: $70 unlimited talk & text with 2 GB data, $50 unlimited talk & text with 
100 MB data, $30 1500 talk & text with 30 MB data, $15 unlimited

 

text

 



 

Introduction of tiered data pricing1): $10 (200 MB with $0.10 per MB overage), $30 unlimited2), 
$45 unlimited2)

 

incl. tethering


 

Walmart

 

Family Mobile Powered by T-Mobile: $45 unlimited talk and text, $25 add-a-line


 

New branded prepaid monthly plans: $70 unlimited talk & text with 2 GB data, $50 unlimited talk & text with 
100 MB data, $30 1500 talk & text with 30 MB data, $15 unlimited

 

text



 

7.2 million 3G smartphones (21% of total customers), up from 2.8

 

million in Q3/09


 

First HSPA+-capable smartphones: T-Mobile G2, T-Mobile myTouch

 

4G


 

1st

 

tablet (Samsung Galaxy Tab) and 1st

 

HSPA+-capable netbook

 

(Dell Inspiron

 

Mini 10 4G)


 

Launch partner for Microsoft Windows Phone 7: HTC HD7, Dell Venue Pro



 

7.2 million 3G smartphones (21% of total customers), up from 2.8

 

million in Q3/09


 

First HSPA+-capable smartphones: T-Mobile G2, T-Mobile myTouch

 

4G


 

1st

 

tablet (Samsung Galaxy Tab) and 1st

 

HSPA+-capable netbook

 

(Dell Inspiron

 

Mini 10 4G)


 

Launch partner for Microsoft Windows Phone 7: HTC HD7, Dell Venue Pro



 

3G coverage: 209 million POPs; >29,000 3G sites, up >1,600 in Q3


 

Nationwide 4G network: HSPA+ (21 Mbps) expected to reach 200 million POPs

 

by YE ‘10; upgrade to 
HSPA+ (42 Mbps) starting in 2011

 


 

JD Power Wireless Call Quality Performance Study: No. 1 in Southeast and Southwest



 

3G coverage: 209 million POPs; >29,000 3G sites, up >1,600 in Q3


 

Nationwide 4G network: HSPA+ (21 Mbps) expected to reach 200 million POPs

 

by YE ‘10; upgrade to 
HSPA+ (42 Mbps) starting in 2011



 

JD Power Wireless Call Quality Performance Study: No. 1 in Southeast and Southwest

1) Pricing for „even more“

 

rate plans. Available this holiday season

 

2) speed throttling beyond 5 GByte
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Germany: sustainable improvement in EBITDA-margin. 

Revenue (€

 

million) Adj. opex

 

(€

 

million)

Adj. EBITDA margin (in %)Adj. EBITDA (€

 

million)

-2.4%

Q3/10

6,317

Q2/10

6,197

Q1/10

6,189

Q4/09

6,401

Q3/09

6,471

-4.9%

Q3/10

3,927

Q2/10

3,907

Q1/10

4,013

Q4/09

4,334

Q3/09

4,130

39.9

39.0

35

36

37

38

39

40

Q3/10Q2/10

39.3

Q1/10

37.1

Q4/09

36.3

Q3/09

0.0%

Q3/10

2,523

Q2/10

2,438

Q1/10

2,299

Q4/09

2,340

Q3/09

2,523

+0.9pp
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Germany fixed: strong ‘Save 4 Service’
 

execution.



 

Revenue trend impacted by wholesale and value added 
services in Q3 09. Improvement in trend expected for Q4



 

Adj. EBITDA stable at around €1.6 billion



 

Efficiency program ‘Save 4 Service’

 

proves to be successful, 
sequential increase in profitability



 

Thanks to excellent cost discipline the adj. EBITDA margin 
improved by 1.4 percentage points yoy, driven by adj. opex

 
savings of -6.9% in fixed network

Revenue (€

 

million)

YOY Change –

 

Fixed network revenues (in %)Adj. EBITDA (€

 

million) and adj. EBITDA margin

-4.3%

Q3/10

4,509

Q2/10

4,496

Q1/10

4,530

Q4/09

4,673

Q3/09

4,711

-0.6%

Q3/10

1,595

Q2/10

1,530

Q1/10

1,468

Q4/09

1,452

Q3/09

1,604
-4.3

-2.9

-4.1

-6.3

-3.5

Q3/10Q2/10Q1/10Q4/09Q3/09

32.4% 34.0% 35.4%34.0%
30.8%
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Germany fixed: strong leadership in the German broadband market. 

Broadband lines1

 

(million)

“Entertain”

 

packages (sold) (’000) 

 

Cumulated line losses of 1,213k are 26% below 2009



 

Broadband net add share in Q3 and resale DSL losses of 210k 
have a negative effect on traditional PSTN line losses in Q3



 

Marketed Entertain customers now at 1.4 million



 

Retail fiber-customers (VDSL) at 278k (+147% yoy)

+58%

Q3/10

1,398

Q2/10

1,268

Q1/10

1,182

Q4/09

1,052

Q3/09

885

11.7

11.1

2.4

11.1

2.7

Q2/10 Q3/10

25.3

11.8

11.0

2.5
25.6

11.8

Q1/10

25.1

Q4/09

24.7

11.511.3

11.010.8

2.22.1

Q3/09

24.3

Telekom

DSL competitors

Cable

1)

 

2010 own estimates, Q1 and Q2 adjusted by one-time item wholesale. Rounded figures. Incl. reseller (competitor

 

resale and resale); 
2)

 

DTAG view (retail).Retroactive

 

adjustment starting in 2007 because of reclassification of UnityMedia

 

broadband customer base (March 31, 2010) 

Broadband net add share by competitor2

Q2/10

40%

Q3/10Q1/10Q1/09 Q4/09Q3/09Q2/09

DTCable DSL competitors

-20

0

20

40

60

80

18

5249
43

18

5953
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Germany mobile: data revenues boosting top line growth.

Service revenues (€

 

million)

Adj. EBITDA (€

 

million) and adj. EBITDA margin

+5.0%

Q3/10

1,882

Q2/10

1,837

Q1/10

1,776

Q4/09

1,752

Q3/09

1,793

+0.9%

Q3/10

928

Q2/10

912

Q1/10

828

Q4/09

894

Q3/09

920

YOY Change –

 

Service revenues (in %)



 

Data revenues growth of 27% boosting top line growth  of 
+2.3% despite loss of O2 deal (EUR 81mn)



 

Continuous ramp up of high-value customers with


 

record level iPhone numbers in Q3 (+400k)


 

increased contract customer base (+0.4% yoy)


 

contract ARPU growing again (+€2 vs. Q3/09)



 

Impressive adj. EBITDA margin of 43.0% despite record 
smartphone sales (53% of handsets sold) and O2 deal

41.4% 44.4% 43.0%43.6% 42.6%

Q3/10

5.0

Q2/10

6.1

Q1/10

3.3

Q4/09

0.2

Q3/09

-0.5
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Europe –
 

integrated operations: Defending cash flow and margin -
 outperforming peers.

Adj. EBITDA margin in % Cash Contribution (adj. EBITDA –

 

cash capex) (€

 

million)

Adj. EBITDA (€

 

million) Revenue (€

 

million)

48

MT

4745

SlovakiaCroatia

50
46

49

OTE

3738

76
168

91

341

94
171

124

341

OTE SlovakiaMTCroatia

+36%

0%

+2%
+24%

118

246
153 109

233
157

509
572

-11%

+3%

Croatia SlovakiaMT

-8%

-5%

OTE

244

546
315

239

497
314

Slovakia

0%

-9%

-2%

MTCroatiaOTE

1,387
1,517

-9%

Q3/10Q3/09



16

Europe –
 

mobile centric: Higher market invest impacting margins.



 

CZ:


 

Revenue driven by regulation (excl. regulation revenue flat). 
Increase in market invest (in €) of 31% due to more 
retention. Integration of broadband business and FDD roll-

 
out increasing cost base



 

Austria:


 

Revenue decline driven by regulation (excl. regulation 
revenue growth of 3.8%). Increase in market invest of 50% 
due to 24% increase of retained and acquired subscribers 
with shift in mix to contract 



 

Poland:


 

Back to revenue growth, data revenues +37% . EBITDA 
impacted by increase in market invest of 22%, due to 
increase in retention expenses and more data devices



 

Netherlands:


 

Continued outperformance of competition. Total revenue 
and EBITDA impacted by loss of wholesale contract. 
(margin impact 4pp). EBITDA further impacted by increase 
in market invest of 27%: 100k iPhone

 

sales. Synergy case: 
Indirect costs further reduced by €17 million

Q3/10Q3/09

Revenue (€

 

million)

Adj. EBITDA (€

 

million)

Adj. EBITDA margin in %

452450
260313 450472

254296

Czech NetherlandsAustria Poland

-5% -2%
+5% 0%

AustriaCzech

-13%

-16%

-9%
-23%

NetherlandsPoland

28
3932

53

22
3427

48

PolandAustria NetherlandsCzech

128
175

82
165

98
159

69
143
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Systems Solutions: accelerating revenue growth in Q3.

Revenue (€

 

million)

External Revenue  (€

 

million) YOY Change Revenue (in %)

Revenue increase continues:


 

Revenue increase yoy

 

of +3.8 % up to €2,205 million


 

Despite decreasing internal revenue, as T-Systems

 
contributes to the optimization of group IT costs 



 

International revenues grew yoy

 

+11.0% 
up to €715 million 

External revenues up +6.0% to €1,555 million


 

Big Deals of 2009 and in H1 2010 bear fruit

+3.8%

Q3/10Q2/10Q1/10Q4/09Q3/09

+6.0%

Q3/10

1,555

Q2/10

1,610

Q1/10

1,532

Q4/09

1,618

Q3/09

1,467

3,82,9
1,2

-8,1-7,3

-10

-5

0

5

Q3/10Q2/10Q1/10Q4/09Q3/09

2,2052,2422,1312,3882,125
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Adj. EBIT / margin (€

 

million)

S4S Cost Savings Q1 -

 

Q3 2010 (€

 

million)

Systems Solutions: profitability improvement driven by efficiency.

Adj. EBIT increase despite additional expenses from new deals:


 

EBIT +€9 million up to €73 million in Q3/10


 

Adj. EBIT margin in Q3/10 improved to 3.3% from 3.0% 
in Q3/09

Forceful execution of efficiency program


 

€0.4 billion Save for Service contribution in Q1-Q3/10


 

Optimization of data center infrastructure, reduction 
of maintenance costs due to new technologies



 

Reduction of production costs at Systems Integration 
through near-

 

and off-shore locations combined with 
cost management and higher utilization



 

Simplification and standardization of Sales


 

Internal optimization of G&A, reduction of freelancer 

7364

12

Q3/10Q3/09Q3/08

0.5%

3.0%

3.3%

Cost reduction

 

Jan -

 

Sep 2010
Corporate

 

Customers

 

Sales

Systems

 

Integration
ICT

 

Operations
G&A1

40443
3459

268

1)  incl. national subsidiaries not part of the aforementioned categories
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Free cash flow (before spectrum) development (€

 

million)

Free cash flow: on track to achieve at least €
 

6.2 billion.

20102009

9M

3,286

Q3Q2

1,439 1,489
1,882

4,810

Q1

5,106

1,404

416

Factoring
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Cost base1)

 

development 9M/09 vs. 9M/10 (€

 

billion)

S4S: €1.7 billion savings gross so far –
 

€740 million net.

Contribution 
by Business Unit (€

 

million) YtD

 

2010

Germany 515

USA 361

Europe 300

Systems Solutions  404

GHS 140

DT Group  1,720



 

€1.7 billion gross savings on corporate level



 

Net cost base of group reduced by €0.74 billion



 

Strong underlying* net savings in Germany (€0.49 billion) 
and Europe (€0.48 billion) partially offset by market invest 
predominantly in the US.



 

Full year target of €2 billion will be overachieved

-2,2%

Sep 10

33.05

Re-Invest

1.34

S4S

1.72

FX

0.57

Changes in 
scope of 

consolidation

0.93

Sep 09

33.79

1) Defined as Revenue minus adj. EBITDA plus adj. other operating income * Excl. F/X and changes in the composition of the group
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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 stable rating. 

1

 

Calculation based on adj. EBITDA of last four quarters

in €

 

billion 30/09/2010 30/06/10 31/03/10 31/12/09 30/09/09
Balance sheet total 127.8 132.8 130.8 127.8 129.3
Shareholders’

 

equity 43.4 44.8 44.3 41.9 41.6
Net debt 43.7 46.3 40.4 40.9 42.4
Net debt/adj. EBITDA1 2.2 2.3 1.9 2.0 2.1
Gearing 1.0x 1.0x 0.9x 1.0x 1.0x
Equity ratio 33.9% 33.7% 33.9% 32.8% 32.2%









Current

 

Rating

Fitch:         BBB+ stable outlook

Moody‘s:   Baa1   stable outlook

S&P:           BBB+

 

stable outlook

R&I:            A   stable outlook








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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
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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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