
Was Deutsche Telekom Undervalued When
Blackstone Acquired Its Minority Stake?
In May 2021, Blackstone announced that it had acquired a 24.9% stake in
Deutsche Telekom for €4.5 billion. The deal valued Deutsche Telekom at
€18.2 billion, giving it a market capitalization of €25.5 billion.
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Some analysts have argued that Deutsche Telekom was undervalued when
Blackstone acquired its stake. They point to the company's strong financial
performance, its leading market position in Germany, and the growing
demand for telecommunications services.

Deutsche Telekom has a strong track record of financial performance. In
2020, the company reported revenue of €101.5 billion and EBITDA of
€25.5 billion. The company has also been generating strong cash flow, with
free cash flow of €6.2 billion in 2020.
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Deutsche Telekom is also the leading telecommunications provider in
Germany. The company has a market share of over 50% in the German
mobile market and over 40% in the German fixed-line market.

The telecommunications industry is also growing rapidly. The demand for
data services is increasing as more people use smartphones and other
connected devices. This is expected to drive growth in the
telecommunications industry for years to come.

Given Deutsche Telekom's strong financial performance, its leading market
position, and the growing demand for telecommunications services, it is
possible that the company was undervalued when Blackstone acquired its
stake.

Financial Analysis

To determine whether Deutsche Telekom was undervalued when
Blackstone acquired its stake, we can perform a financial analysis of the
company. We will compare Deutsche Telekom's financial metrics to those
of its peers and to the overall telecommunications industry.

Deutsche Telekom's financial metrics are strong. The company has a high
gross margin of 48.5% and a high EBITDA margin of 25.1%. This indicates
that Deutsche Telekom is able to generate a lot of profit from its sales.

Deutsche Telekom also has a strong balance sheet. The company has a
low level of debt and a high level of cash. This gives Deutsche Telekom the
financial flexibility to invest in new growth opportunities.



When we compare Deutsche Telekom's financial metrics to those of its
peers, we see that Deutsche Telekom is a relatively undervalued company.
Deutsche Telekom's EV/EBITDA ratio is 7.8x, while the average
EV/EBITDA ratio for the telecommunications industry is 9.0x.

This indicates that Deutsche Telekom is trading at a discount to its peers.
This discount could be due to a number of factors, including the company's
size, its market position, and the overall telecommunications industry
landscape.

Market Position

Deutsche Telekom is the leading telecommunications provider in Germany.
The company has a market share of over 50% in the German mobile
market and over 40% in the German fixed-line market.

Deutsche Telekom's strong market position gives it a number of
advantages. The company has a large customer base, which provides it
with economies of scale. The company also has a strong brand, which
helps it to attract and retain customers.

Deutsche Telekom's market position is also likely to be a factor in its
undervaluation. Investors may be concerned about the company's ability to
maintain its market share in the face of competition from new entrants and
from over-the-top (OTT) players.

Telecommunications Industry Landscape

The telecommunications industry is undergoing a period of rapid change.
The demand for data services is increasing as more people use
smartphones and other connected devices. This is driving growth in the



telecommunications industry, but it is also putting pressure on traditional
telecommunications companies.

Traditional telecommunications companies are facing competition from new
entrants, such as mobile virtual network operators (MVNOs) and OTT
players. MVNOs are able to offer lower prices than traditional
telecommunications companies because they do not have to invest in their
own networks. OTT players, such as WhatsApp and Skype, are able to
offer free or low-cost voice and messaging services over the Internet.

The changing telecommunications industry landscape may be a factor in
Deutsche Telekom's undervaluation. Investors may be concerned about the
company's ability to compete in the face of new entrants and from OTT
players.

It is possible that Deutsche Telekom was undervalued when Blackstone
acquired its stake. The company has a strong financial performance, a
leading market position, and the telecommunications industry is growing
rapidly.

However, there are also some risks to investing in Deutsche Telekom. The
company faces competition from new entrants and from OTT players, and
the telecommunications industry landscape is changing rapidly.

Investors should carefully consider the risks and rewards before investing
in Deutsche Telekom. The company's stock could be a good investment for
long-term investors who are willing to take on some risk.
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