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Vodacom Group Limited (VODJ.J) = Company Updte

Alert: FY 13 Preview - Familiar Focus Points

B Results next week — Vodacom reports FY to Mar-13, on Monday 20May. The

company's HEPS guidance, up 20-25%, was ahead of our (R8.42, +18.8%) and Sl 3
consensus’ (R8.44) numbers. This potentially means a better than expected DPS as Price (14, May 13) R112.73
well, which could provide some short-term cheer for the share price. Citi-E DPS is Target price ) R95.00
R7.58/sh, implying a final divi of R4.03. Favourable movements in tax provide a  =XPected share price return 15.7%
below-the-line boost to the overall result. Our preview summary is in Figure 1. Expected dividend yield — 68%
Expected total return 9.0%

m Déja vu — We expect the operational focus points to be the same as previous Market Cap R167,737TM
results of the 12 months, namely: (i) evolution of trends in SA, and (ii) strength of US$18,313M

the International performance.

— SA: Proof in the pudding — The feedback regarding trends in SA has been
mixed. MTN has had the upper hand for much of the past 12 months but suffered Price Performance
a disappointing Mar-13 quarter. Vodacom believes that it has clawed back some (RIC: VODJ.J, BB: VOD SJ)
share in the Mar-13 quarter, challenging MTN'’s assertion that it managed to
defend its gains in the period. Vodacom’s numbers should provide some clarity
on this but either way; we believe that MTN’s Mar-13 showing and Vodacom'’s 120
poor Dec-12 quarter, present broader signs of continued deterioration in SA
which underpins our caution on the market.

ZAR

110

100
— International surprise? Possibly — We would not bet against another upside o
surprise in Vodacom’s International operations, as has been the case over the B T P
course of the company’s FY 13. The market has come to grips with the positive Jun Sep Dec Mar

trends, however, so the extent of any surprise should be less than in previous
results. In the bigger picture, International contributes 10.5% to group EBITDA,
and we maintain that this segment’s positive momentum (which we expect to
slow) only benefits Vodacom so long as the other c90% (SA) holds up — which
we have our doubts about, as mentioned.

m Sell, R95 TP — Vodacom'’s share has underperformed MTN’s by 24% over the past
12 months, and by 8% YTD; rightly so, in our opinion, from a fundamental viewpoint
in light of Vodacom’s premium valuation and larger exposure to SA (on which we
are remain negative). We retain our preference for MTN (Buy) over Vodacom (Sell) Thato Motlanthe
going forward, but caution that recent developments (eg Nigeria challenges for +27-11-944-0834
MTN, potential positive divi surprise for Vodacom) could present some nearer-term thato.motlanthe@citi.com
risks to this outlook.

See Appendix A-1 for Analyst Certification, Important Disclosures and non-US research analyst disclosures.

Citi Research is a division of Citigroup Global Markets Inc. (the "Firm"), which does and seeks to do business with companies covered in its research reports. As a
result, investors should be aware that the Firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only
a single factor in making their investment decision.
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FY 13 Results Preview

Figure 1. Vodacom FY 13 Preview Summary

FY13E y-y Comment

GROUP

Subscribers 51.7min  8.0% Implies net additions of +3.8min for the FY, and +0.7min g-q for Q4 (in line with Q3 to Dec12). International should be the main driver of
overall subscriber additions.

Service Revenue  R59.7bn  2.5% Features a flat SA and mid-teen International growth on our estimates. We forecast total group revenue of R70.2bn, +4.9% y-y.

EBITDA R25.4bn 11.4% Reflects an improvement in margin to 36.1%, from 34%, on our forecasts. Improvements in both SA and International.

HEPS R8.42/sh 18.8% Vodacom's guidance, growth of 20-25%, is ahead of our number and consensus of R8.44/sh. This includes a boost from tax
movements (change to withholding tax, from STC, and deferred tax asset in Mozambique) which we think could be key in the beat. The
growth guidance implies a range of R8.50-8.85/sh.

DPS R7.58/sh 6.8% Assumes a 90% payout as per current policy (“at least 90%"). Higher HEPS guidance and the possibility of higher payout (this was
100% in FY 12) would suggest a beat on the dividend front as well.

SOUTH AFRICA

Subscribers 30.5min - 5.5% We look for net adds of +1.6min for the FY, but net disconnections of -0.1min g-q implied for Q4. It is possible that ‘adds’ turn out
negative for the FY as a whole on the back of calling SIMs being cleared off the base; so subs could be worse than our forecast. This
dynamic should be counter-balanced by better underlying ARPU.

SA ARPU R 128 -18.2% Our FY forecast implies a drop in Q4 to cR123, compared to an average of cR130 during the first three quarters of the FY. A cut in
interconnect rates during Q4 plays a roll, but also due to deteriorating Voice ARPU on our expectations. As per the preceding point, a
lower than expected subs number should result in a higher than expected ARPU due to the elimination of very low ARPU calling SIMs.

MOU 104  -8.8% Elasticity has been poor throughout the year so far despite headline and promotional tariff reductions over the course. This reflects
consumers under pressure and increased competition (splitting spend?) - part of our cautious thesis on the SA market. Elasticity was/is
a key risk to our thesis but does not appear to be coming to the fore. Our FY forecast implies MOU of 108 in Q4, higher than the
average of ¢103 over the preceding quarters - this tries to factor in the positive effect of eliminating low-MOU calling SIMs.

Service Revenue  R48.4bn  0.0% We have not veered too far from VVodacom's previous indication that Service Revenue is likely to be flat in SA overall, after a
disappointing Q3 showing. Interconnect revenue is likely to be a key factor, but we also expect Voice revenue to be down slightly (-
0.3%) for the year. Data should once again be the positive in Service revenue (+16% for the FY on our forecast), and would be main
source of any upside surprises in our view. We have total revenue of R58.7bn (+3.1% y-y) for SA, with strong Equipment sales growth
(+23%) as a support.

EBITDA R22.3bn 4.8% Margin improving on cost containment and efficiencies - we see Marketing & Ad costs as a particular area this year. Vodacom does
have some scope with cost savings (including on transmission) so is a lever the company is able to flex to try and support profitability;
investment case around profitability, therefore, has more to do with might happen with the topline for now. We forecast an FY 13
EBITDA margin of 38%, up from 37.3%.

INTERNATIONAL
Subscribers 21.1min  11.9% Implies net adds of +2.2min in the year, +0.8mlIn in Q4. DRC the main driver on our expectations.
ARPU* $4.7  1.3% Supported by increased usage in Tanzania and Mozambique in particular.

Service Revenue  R11.6bn 14.3% Performance blunted by disposal of Gateway Carrier. Stripping out all of Gateway (ie including Business) we estimates underlying MNO
growth of +41% y-y; Data revenue should be continuing its strong growth from a low base. International has continually surprised on the
upside during FY 13, so may possibly do so again in terms of the FY performance. We have total International Revenue at R11.9bn
(+14.4% y-y)

EBITDA R3bn  107.8% Implies margin of 25.5%, up from 14%, reflects rebound in most International op's and disposal of loss-making Gateway Carrier. On
underlying MNOs we estimate an improvement in margin to 31.2%, from 23.7%.

Source: Citi Research. *Citi calculated

Figure 2. Valuation Comps, CY

PE EV/EBITDA
2013 2014 2013 2014
CEEMEA AVERAGE 10.3 10.4 45 4.7
EM AVERAGE* 15.3 141 6.4 6.3
DVPD EUROPE AVERAGE 11.0 10.3 55 54
MTN 12.7 11.8 5.9 55
Vodacom 13.3 12.9 6.9 6.7

Source: dataCentral, Citi Research. Includes LatAm and Asia

Vodacom Group Limited
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Valuation

Our DCF valuation is R95 per share. Our valuation incorporates WACC of 10.6%
and a terminal growth rate of 2% for South African operators and 11.3%/3.1% for its
other operations.

90% of our DCF is driven by South African operations. At our target price, Vodacom
would trade at an implied 2014e EV/EBITDA of 6.4x, which is towards the upper
ranges of our valuation benchmarks for Vodacom's emerging market peers.

Risks

We see the following as the main risks to the share price exceeding our target price:

An improvement in the economic and consumer landscape, improved dividends and
potential special dividends, strong cost and margin management and a continued
benign competitive environment.

More generally, we highlight the following risks:

Not being able to recover the loss of revenue from interconnection. As seen in
markets like Egypt, it can take a one or two quarters to make up for loss in revenue
from tariffs as prices are cut.

Cell-C has become more aggressive. Cell-C has not been able to make inroads into
the South African market, and has seen its market share remain low since 2007.
Cell-C is in a strong position to cut tariffs, which may put pressure on Vodacom as it
targets an increase in market share to 25% from ¢13-14% currently.

Expansion may reduce returns. Vodacom has a patchy record in pursuing
acquisitions and expanding outside of South Africa. It has had to impair
Mozambique in the past, as well as the recent Gateway acquisition. We see a risk
to dividends and cashflow if further acquisitions are made and believe Vodacom
would benefit more from increasing its dividend and returning cash to shareholders.

Increasing regulatory noise - ICASA has had a limited impact on the South African
market so far. But it has become more vocal (along with the government) in wanting
to reduce pricing on mobile. A more hostile regulator may change the favourable
dynamic operators have enjoyed since mobile started in 1993/4.

MTN Group Limited

(MTNJ.J; R175.60; 1)

Valuation

Mobile telecommunication companies are generally strong operational cash
generators. In our valuation approach, we use discounted cash flow analysis to
arrive at the valuation of MTN. In the forecast of cash flows, provision is made for
ongoing or maintenance capital expenditure, which we believe is a necessary cost
of ongoing operations. While in its growth phase, depreciation is seldom as high as
the maintenance capex charge when the network is fully rolled out. This is true in
MTN's case, as South African operations will require significant maintenance capex
even when the network reaches its capacity. Our target price of R195 is based on
the sum-of-the-parts valuation of each of MTN's geographic operations on a DCF
basis.
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Risks

We would highlight the market risk associated with extensive investment in
operations outside of South Africa, and the high forecast risk of operations in
markets with little third-party knowledge on which to base our assumptions. If the
impact of these risks is greater than we anticipate, then the share price might not
reach our target price. On the other hand, we believe that MTN might continue to
post strong earnings growth and that the market continues to value the stock as a
momentum play, rather than on its free cash flow and risk fundamentals. This could
cause the share price to rise above our target price. Furthermore, the high risk that
we anticipate may manifest itself in a one-off event, either positive or negative. In
particular, MTN faces litigation risk in some of its markets including Iran and Nigeria,
which may or may not result in cash outflows.

The research analyst(s) primarily responsible for the preparation and content of this research report are named in bold text in the author block at
the front of the product except for those sections where an analyst's name appears in bold alongside content which is attributable to that analyst.
Each of these analyst(s) certify, with respect to the section(s) of the report for which they are responsible, that the views expressed therein
accurately reflect their personal views about each issuer and security referenced and were prepared in an independent manner, including with
respect to Citigroup Global Markets Inc and its affiliates. No part of the research analyst's compensation was, is, or will be, directly or indirectly,
related to the specific recommendation(s) or view(s) expressed by that research analyst in this report.
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MTN Group Limited (MTNJ.J)
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Citigroup Global Markets Inc. or its affiliates has received compensation for investment banking services provided within the past 12 months from MTN
Group Limited, Vodacom Group Limited.

Citigroup Global Markets Inc. or its affiliates expects to receive or intends to seek, within the next three months, compensation for investment banking
services from Vodacom Group Limited.

Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from MTN Group
Limited, Vodacom Group Limited in the past 12 months.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as investment banking client(s): MTN Group Limited, Vodacom
Group Limited.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-
banking, securities-related: MTN Group Limited, Vodacom Group Limited.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-
banking, non-securities-related: MTN Group Limited, Vodacom Group Limited.

Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its
affiliates ("the Firm"). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability which includes investment banking
revenues.

The Firm is a market maker in the publicly traded equity securities of MTN Group Limited.

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Research product ("the
Product"), please contact Citi Research, 388 Greenwich Street, 28th Floor, New York, NY, 10013, Attention: Legal/Compliance [E6WYB6412478]. In
addition, the same important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are contained on the Firm's
disclosure website at https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures. Valuation and Risk assessments can be found in the text of the
most recent research note/report regarding the subject company. Historical disclosures (for up to the past three years) will be provided upon request.

Citi Research Equity Ratings Distribution

12 Month Rating Relative Rating
Data current as of 31 Mar 2013 Buy Hold Sell Buy Hold Sell
Citi Research Global Fundamental Coverage 48% 39% 12% 7%  87% 7%
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% of companies in each rating category that are investment banking clients 53% 49% 43% 65% 49% 51%
Guide to Citi Research Fundamental Research Investment Ratings:
Citi Research stock recommendations include an investment rating and an optional risk rating to highlight high risk stocks.
Risk rating takes into account both price volatility and fundamental criteria. Stocks will either have no risk rating or a High risk rating assigned.
Investment Ratings: Citi Research investment ratings are Buy, Neutral and Sell. Our ratings are a function of analyst expectations of expected total return
("ETR") and risk. ETR is the sum of the forecast price appreciation (or depreciation) plus the dividend yield for a stock within the next 12 months. The
Investment rating definitions are: Buy (1) ETR of 15% or more or 25% or more for High risk stocks; and Sell (3) for negative ETR. Any covered stock not
assigned a Buy or a Sell is a Neutral (2). For stocks rated Neutral (2), if an analyst believes that there are insufficient valuation drivers and/or investment
catalysts to derive a positive or negative investment view, they may elect with the approval of Citi Research management not to assign a target price and,
thus, not derive an ETR. Analysts may place covered stocks "Under Review" in response to exceptional circumstances (e.g. lack of information critical to the
analyst's thesis) affecting the company and / or trading in the company's securities (e.g. trading suspension). As soon as practically possible, the analyst will
publish a note re-establishing a rating and investment thesis. To satisfy regulatory requirements, we correspond Under Review and Neutral to Hold in our
ratings distribution table for our 12-month fundamental rating system. However, we reiterate that we do not consider Under Review to be a recommendation.
Relative three-month ratings: Citi Research may also assign a three-month relative call (or rating) to a stock to highlight expected out-performance (most
preferred) or under-performance (least preferred) versus the geographic and industry sector over a 3 month period. The relative call may highlight a specific
near-term catalyst or event impacting the company or the market that is anticipated to have a short-term price impact on the equity securities of the
company. Absent any specific catalyst the analyst(s) will indicate the most and least preferred stocks in the universe of stocks under consideration,
explaining the basis for this short-term view. This three-month view may be different from and does not affect a stock's fundamental equity rating, which
reflects a longer-term total absolute return expectation. For purposes of NASD/NYSE ratings-distribution-disclosure rules, most preferred calls correspond to
a buy recommendation and least preferred calls correspond to a sell recommendation. Any stock not assigned to a most preferred or least preferred call is
considered non-relative-rated (NRR). For purposes of NASD/NYSE ratings-distribution-disclosure rules we correspond NRR to Hold in our ratings
distribution table for our 3-month relative rating system. However, we reiterate that we do not consider NRR to be a recommendation.

Prior to October 8, 2011, the firm's stock recommendation system included a risk rating and an investment rating. Risk ratings, which took into account both
price volatility and fundamental criteria, were: Low (L), Medium (M), High (H), and Speculative (S). Investment Ratings of Buy, Hold and Sell were a
function of the Citi Research expectation of total return (forecast price appreciation and dividend yield within the next 12 months) and risk rating. Additionally,
analysts could have placed covered stocks "Under Review" in response to exceptional circumstances (e.g. lack of information critical to the analyst's thesis)
affecting the company and/or trading in the company's securities (e.g. trading suspension). Stocks placed "Under Review" were monitored daily by
management and as practically possible, the analyst published a note re-establishing a rating and investment thesis. For securities in developed markets
(US, UK, Europe, Japan, and Australia/New Zealand), investment ratings were:Buy (1) (expected total return of 10% or more for Low-Risk stocks, 15% or
more for Medium-Risk stocks, 20% or more for High-Risk stocks, and 35% or more for Speculative stocks); Hold (2) (0%-10% for Low-Risk stocks, 0%-15%
for Medium-Risk stocks, 0%-20% for High-Risk stocks, and 0%-35% for Speculative stocks); and Sell (3) (negative total return). For securities in emerging
markets (Asia Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings were:Buy (1) (expected total return of 15% or more for
Low-Risk stocks, 20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative stocks); Hold (2) (5%-15% for
Low-Risk stocks, 10%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low-
Risk stocks, 10% or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks).

Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change
in target price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price
movements and/or other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to
review by Research Management. Your decision to buy or sell a security should be based upon your personal investment objectives and should be made
only after evaluating the stock's expected performance and risk.

NON-US RESEARCH ANALYST DISCLOSURES

Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup Global
Markets Inc.) are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member
organization and therefore may not be subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public
appearances and trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below:

Citigroup Global Markets (Pty) Ltd Thato Motlanthe

OTHER DISCLOSURES

The subject company's share price set out on the front page of this Product is quoted as at 14 May 2013 01:18 PM on the issuer's primary market.

Citigroup Global Markets Inc. and/or its affiliates has a significant financial interest in relation to MTN Group Limited. (For an explanation of the determination
of significant financial interest, please refer to the policy for managing conflicts of interest which can be found at www.citiVelocity.com.)

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and
may act as principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been
recommended in the Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product. The Firm may engage in securities
transactions in a manner inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal
basis.

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (i) are not deposits or other
obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal
amount invested. Although information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its
accuracy and it may be incomplete and condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and
completeness of the disclosures made in the Important Disclosures section of the Product. The Firm's research department has received assistance from

6 citivelocity.com



Vodacom Group Limited (VODJ.J) .
14 May 2013 Citi Research

the subject company(ies) referred to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy
prohibits research analysts from sending draft research to subject companies. However, it should be presumed that the author of the Product has had
discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of the
author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without notice. Prices and
availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the companies
discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Research does not set a
predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of Citi Research to provide research coverage of
the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity constraints. The
Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision to purchase
securities mentioned in the Product must take into account existing public information on such security or any registered prospectus.

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the
reporting requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign
companies are generally not subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of
some foreign companies may be less liquid and their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate
movements may have an adverse effect on the value of an investment in a foreign stock and its corresponding dividend payment for U.S. investors. Net
dividends to ADR investors are estimated, using withholding tax rates conventions, deemed accurate, but investors are urged to consult their tax advisor for
exact dividend computations. Investors who have received the Product from the Firm may be prohibited in certain states or other jurisdictions from
purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details. Citigroup Global Markets Inc.
takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product may be placed
only through Citigroup Global Markets Inc.

Important Disclosures for Morgan Stanley Smith Barney LLC Customers: Morgan Stanley & Co. LLC (Morgan Stanley) research reports may be
available about the companies that are the subject of this Citi Research research report. Ask your Financial Advisor or use smithbarney.com to view any
available Morgan Stanley research reports in addition to Citi Research research reports.

Important disclosure regarding the relationship between the companies that are the subject of this Citi Research research report and Morgan Stanley Smith
Barney LLC and its affiliates are available at the Morgan Stanley Wealth Management disclosure website at
www.morganstanley.com/online/researchdisclosures.

For Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to www.morganstanley.com/researchdisclosures and
https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures.

This Citi Research research report has been reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval was
conducted by the same person who reviewed this research report on behalf of Citi Research. This could create a conflict of interest.

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed
by. The Product is made available in Australia through Citi Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992), participant of
the ASX Group and regulated by the Australian Securities & Investments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW 2000. The Product is
made available in Australia to Private Banking wholesale clients through Citigroup Pty Limited (ABN 88 004 325 080 and AFSL 238098). Citigroup Pty
Limited provides all financial product advice to Australian Private Banking wholesale clients through bankers and relationship managers. If there is any
doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the Citigroup Private Bank in Australia. Citigroup
companies may compensate affiliates and their representatives for providing products and services to clients. The Product is made available in Brazil by
Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissao de Valores Mobiliarios, BACEN - Brazilian Central Bank, APIMEC -
Associagao dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID - Associagdo Nacional dos Bancos de Investimento. Av.
Paulista, 1111 - 11° andar - CEP. 01311920 - S&o Paulo - SP. If the Product is being made available in certain provinces of Canada by Citigroup Global
Markets (Canada) Inc. ("CGM Canada"), CGM Canada has approved the Product. Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J
2M3. This product is available in Chile through Banchile Corredores de Bolsa S.A., an indirect subsidiary of Citigroup Inc., which is regulated by the
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