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StockMarket Review

Forthnet is in a
strong position to
benefit from
future growth in
the broadband
industry.
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Forthnetexperiencesbest
everquarterlyperformance

F
orthnetrepresentatives
madeapresentationto
thelocal financialcom-
munity on January 29
providing information
on the company’s

recentperformanceandthedynam-
ics of theGreek telecoms industry.
Given the substantial investmentby
GointhisGreekcompany,Forthnet’s
performance is fundamental to the
future financial performance ofGo
plc.
In recentweeksGreece has been

hittingtheinternationalheadlinesas
the country’s budget deficit has
grown to 12.7 per cent of GDPwith
many economists and asset man-
agers speculating on the increased
credit riskof this euronationandon
howthegovernmentcouldachievea
reduction in the deficit towards the
three per cent level in the coming
years.
GiventheadverseGreekeconomic

conditions,Go’s€110millioninvest-
ment in Greece may be worrying
someofGo’sshareholders.However,
surprisingly,Forthnet’sCEOPantelis
Tzortzakis confirmed that the com-
panyexperienced itsbest everquar-
terly performance during the final
three months of 2009 despite the
adverseeconomicenvironment.The
CEOdidnotgiveexact figuresonthe
Q4performancesincethesehaveyet
to be officially announced via an
appropriateannouncementthrough
theAthensStockExchange.
He did, however, provide an

update on the official subscriber
numbers of their “old” broadband
business and the recently acquired
pay-TV business. According toMr
Tzortzakis, Forthnet is performing
exceptionallywell in thebroadband
segment with subscriber growth
exceeding expectations having
increased to 320,000. On the other
hand, the pay-TVbusiness is not as
yet showing any major signs of
improvement although Forthnet’s
investorrelationsofficerGeorgeDer-

mitzakis claimedthat theTVservice
isprovided to350,000households.
Forthnet is thelargestplayerinthe

broadband and pay-TV market
which,accordingtotheCEO,arethe
twoareasintheGreektelecomsmar-
ket offering scope for growth as the
fixed line and mobile business in
Greecehavereachedsaturationwith
particularlyhighpenetrationrates in
mobile dominated by incumbent
OTEaswell asVodafone.
On the other hand, as shown in

Graph1,Greekbroadbandpenetra-
tionisstillat50percentcomparedto
anEUaverageof65percentandpen-
etration levels above 80 per cent in
Netherlands andDenmark. Signifi-
cant inroads were achieved by
Greece in recent years following the
commitment by theGreek govern-
ment to boost broadbandpenetra-
tionbysubsidisingtheinvestmentin
broadband infrastructure andpro-
motionalactivitiestoincreaseusage.
InDecember 2006, Forthnetwas

awarded the broadband develop-
mentprogrammeintworegionscov-
ering northern Greece and the
islands of East Aegean and thiswas
followed by another government
subsidyinMarch2007relatingtothe
company’s investment plan in
Athens andThessaloniki. In viewof
the lower penetration compared to
othercountriesandthegovernment’s
commitmenttoincreasebroadband
penetration, Forthnet is in a strong
positiontobenefit fromfuturegrowth
in thebroadband industry.
The pay-TV market looks even

morecompellingwithpay-TVpene-
trationatonly10percentcompared
to an EU average of 58 per cent, as
shown in Graph 2. Forthnet’s CEO
explainedthat inordertomaintaina
market leading position Forthnet
onceagainsuccessfullyacquiredthe
sports rights for themajor football
events for thenext three years. Cou-
pledwithincreasedeffortstocombat
piracy, theCEObelieves that theTV
businesswillalsoexperiencegrowth

in 2010. TheCEOalso spoke about
the work currently taking place to
integrate the operations of the two
separate businesses of Forthnet -
broadband and the Nova pay-TV
business.Mr Tzortzakis explained
that this restructuring ought to help
Forthnet reduce its operational
expenditurebyachievingeconomies
of scale and at the same time the
companywillalsobeinabetterposi-
tiontoserveitscustomersbyoperat-
ing a centralised customer careunit
andother important functionsof the
company.
ThiswouldenableForthnettopur-

suefurthercross-sellinginitiativesby
providingmorebundledofferingsof
broadband and pay-TV products
with different pricing structures to
meetavarietyofcustomers’requests.
Someof thenewjointofferingshave
alreadyproved tobe very successful
and enjoyed significant uptake by
newcustomers.Asimilarexperience
wasalsoseenbyGoinMaltawhenit
startedofferingtheHomePackbun-
dle incorporating theGroup’s4 tele-
coms services to customers for an
attractivemonthly fee.
Go’s shareholders should be

pleased to hear about the business
growthbeingregisteredbyForthnet.
However, more importantly for
shareholders would be the overall
bottomlineprofitabilityof theGreek
companyandthecommencementof
dividenddeclarationsbyForthnetas
thesewouldfilter throughasincome
into Go’s profit and loss account.
Whilethismaytakeafewmoreyears
tomaterialise, the greater benefit of
this recent investment byGowould
beatthetimeofaneventualdisposal
of their shareholding.
Thisisnotlikelytotakeplaceinthe

nearfutureasForthnetneedstogrow
into amoremature operation and
begin registeringhealthy profitabil-
ity levelsonayearlybasis.Whenthis
objectivematerialises,Forthnet’sval-
uation should reflect that of adevel-
opedtelecomscompanyenablingGo

tobenefit fromasignificantuplifton
theiracquisitioncost.Thisworksout
at €3.83 per share on their present
indirect shareholding amounting to
18.55percentanddoesnotcompare
favourably with the current share
price of Forthnetwhich is trading in
the regionof€1.06 inAthens.
The joint shareholding ofGo and

EIT in Forthnet through their hold-
ingcompanyForgendoLtdcurrently
standsat37.1percent.Thisincreased
bythreepercentduringthesummer
months as further shareswere pur-
chased on the secondarymarket in
Athens.InlinewithGreekstockmar-
ket rules, after purchasing an addi-
tional three per cent, Forgendo is
prohibited fromcarryingout further
purchases for a six-month period.
Thisonly recentlyexpired.
Giventhereassuringfinancialper-

formanceofForthnet,oneshouldnot
besurprisedtoreadannouncements
comingout ofAthensover the com-
ingweeks andmonths aheadabout
further acquisitions of Forthnet
shares by Forgendo. An additional
three per cent acquisition would
entail the purchase of 4.66million
shares thus pushing the sharehold-
ingofGoandEIT throughForgendo
to over 40 per cent. Forgendo could
continue acquiring further shares
until it reachesthe50percentlevelat
whichtimeitwouldthenberequired
tomakeamandatoryoffertoallother
shareholders.
The impact on Forthnet’s perfor-

mance from a number of possible
austeritymeasures tobe introduced
in Greece in order to reduce the
deficitcouldhavealaggedeffectand
this requires close monitoring of
Forthnet’s performance in future
reporting periods. The uncertainty
regardingtheGreekeconomicsitua-
tionnecessitates thatGorepeats this
commendable initiative ofmeeting
up with market professionals on a
more frequent basis in order topro-
videtimelyandupdatedinformation
onForthnet’sperformance.
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