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Disclaimer

This document contains statements that constitute forward-looking statements and expectations about Telefónica Deutschland Holding AG (in the following
“the Company” or “Telefónica Deutschland”) that reflect the current views and assumptions of Telefónica Deutschland's management with respect to future
events, including financial projections and estimates and their underlying assumptions, statements regarding plans, objectives and expectations which may
refer, among others, to the intent, belief or current prospects of the customer base, estimates regarding, among others, future growth in the different business
lines and the global business, market share, financial results and other aspects of the activity and situation relating to the Company. Forward-looking
statements are based on current plans, estimates and projections. The forward-looking statements in this document can be identified, in some instances, by the
use of words such as "expects", "anticipates", "intends", "believes", and similar language or the negative thereof or by forward-looking nature of discussions of
strategy, plans or intentions. Such forward-looking statements, by their nature, are not guarantees of future performance and are subject to risks and
uncertainties, most of which are difficult to predict and generally beyond Telefónica Deutschland's control, and other important factors that could cause actual
developments or results to materially differ from those expressed in or implied by the Company's forward-looking statements. These risks and uncertainties
include those discussed or identified in fuller disclosure documents filed by Telefónica Deutschland with the relevant Securities Markets Regulators, and in
particular, with the German Federal Financial Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht – BaFin). The Company offers no assurance
that its expectations or targets will be achieved. Analysts and investors, and any other person or entity that may need to take decisions, or prepare or release
opinions about the shares / securities issued by the Company, are cautioned not to place undue reliance on those forward-looking statements, which speak only
as of the date of this document. Past performance cannot be relied upon as a guide to future performance. Except as required by applicable law, Telefónica
Deutschland undertakes no obligation to revise these forward-looking statements to reflect events and circumstances after the date of this presentation,
including, without limitation, changes in Telefónica Deutschland’s business or strategy or to reflect the occurrence of unanticipated events. The financial
information and opinions contained in this document are unaudited and are subject to change without notice. This document contains summarised information
or information that has not been audited. In this sense, this information is subject to, and must be read in conjunction with, all other publicly available
information, including if it is necessary, any fuller disclosure document published by Telefónica Deutschland. None of the Company, its subsidiaries or affiliates
or by any of its officers, directors, employees, advisors, representatives or agents shall be liable whatsoever for any loss however arising, directly or indirectly,
from any use of this document its content or otherwise arising in connection with this document. This document or any of the information contained herein do
not constitute, form part of or shall be construed as an offer or invitation to purchase, subscribe, sale or exchange, nor a request for an offer of purchase,
subscription, sale or exchange of shares / securities of the Company, or any advice or recommendation with respect to such shares / securities. This document
or a part of it shall not form the basis of or relied upon in connection with any contract or commitment whatsoever. These written materials are especially not
an offer of securities for sale or a solicitation of an offer to purchase securities in the United States, Canada, Australia, South Africa and Japan. Securities may
not be offered or sold in the United States absent registration under the US Securities Act of 1933, as amended, or an exemption there from. No money,
securities or other consideration from any person inside the United States is being solicited and, if sent in response to the information contained in these
written materials, will not be accepted.
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H1 2018 – Summary
Strong operational trends with strong OIBDA growth

• Data traffic growth (+50% y-o-y) remains strong driven by the new O2 Free portfolio; 16.6 million LTE customers (+15% y-o-y)

• MSR1 trend with further improvement to +0.5% y-o-y growth (+0.3% IAS 18)

• OIBDA reflects strong operational momentum and successful synergy capture; focus on profitable growth & fair market share 

• Strong OpCF growth driven by strong OIBDA and efficient Capex 

+0.3%
y-o-y

0.0%
(y-o-y IAS18)

REVENUE1

+50%
(y-o-y)

DATA

+7.8%
(y-o-y)

OpCF

1 Excluding the negative impact from regulatory changes and y-o-y comparison based on IAS18 accounting standards for 2017 and IFRS15 for 2018. 
2 Adjusted for exceptional effects, excl. the negative impact from regulatory changes and y-o-y comparison based on IAS18 accounting standards for 2017 and IFRS15 for 2018.  For details please refer to additional materials of the Q2 2018 results release.

OIBDA2

+6.1%
y-o-y

+4.1%
(y-o-y IAS18)
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On track to achieve FY 2018 outlook; all trends intact 

+3.4%

+1.4%

+6.5% +8.2% +5.4%

+1.8%+2.1%
+5.0%

+2.1%

+3.8%
+6.8%

+3.2%

REVENUE1

MSR1

OIBDA2

IAS 18, excl. 
regulatory 

effects

IAS 18, excl. 
regulatory 

effects

-0.3%

+3.7%

MSR OIBDA

-0.7%

+0.1%+0.4%+0.1%

-1.6% -0.2%

-1.2%

-1.3%
-3.4%

+1.6%

-4.7%

-2.3%

-3.3%

-0.6%
+0.6%

-0.5%

+0.4%

-0.4%

+0.8%

-3.0%
-1.2%

-3.6%

-0.4% -0.1%

Q2 ‘17 Q3 ‘17 Q4 ‘17 Q1 ’18
(IFRS15)

Q2 ’18
(IFRS15)

+0.2%

IAS 18, excl. 
regulatory 

effects

RevenueReported

1 Excluding the negative impact from regulatory changes and y-o-y comparison based on IAS18 accounting standards for 2017 and IFRS15 for 2018. 
2 Adjusted for exceptional effects, excl. the negative impact from regulatory changes and y-o-y comparison based on IAS18 accounting standards for 2017 and IFRS15 for 2018.  For details please refer to additional materials of the Q2 2018 results release.

Q1 ‘17
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We continue to deliver in line with our strategy as 
outlined at our CMD in February

MOBILE 
CUSTOMER and DIGITAL CHAMPION

FOUNDATION

SUPERIOR 
SHAREHOLDER RETURN

Growth & Value

Network Technology

Systems Technology

Products & services

Big Data & Artificial Intelligence

New O2 Free portfolio

Better network  / CS experience

New O2 DSL portfolio 

5G readiness

Broadband regulatory framework 

Customer satisfaction improving

ARPU-up strategy

Profitable growth

Confidence in FCF trajectory
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Building the Mobile Customer & Digital Champion: 
Focus on product & service innovation in Q2

 Launch new O2 Free boost & connect
 Evolution to unique proposition “app-

based device management” in the market
 Boost upsell 
 Managing all SIMs (max 10) via my O2 app
 Relaunch Blau postpaid & prepaid

 Launch new O2 Free DSL portfolio

 Connect test for fixed product: “good”

 Connect fixed hotline test: “good”

https://www.google.de/url?sa=i&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwiFyN6R0YTbAhWEDOwKHUNIC5wQjRx6BAgBEAU&url=https://www.modeo.de/o2-dsl&psig=AOvVaw142s2jkmUCz9K6wivex_lP&ust=1526367740753472
https://www.google.de/url?sa=i&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwiFyN6R0YTbAhWEDOwKHUNIC5wQjRx6BAgBEAU&url=https://www.modeo.de/o2-dsl&psig=AOvVaw142s2jkmUCz9K6wivex_lP&ust=1526367740753472
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Network consolidation on track:
~75% finalised with major quality improvements

Improved LTE speed
(Download up to 225 Mbps 
and Upload up to 75 Mbps)

Improved customer experience

>3000 new LTE sites

Improved voice quality 
(VoLTE/ HD Voice)

The future of our network: Highly competitive and well prepared for future customer demand

>10k

Sites
switched off

Released cities: Potsdam, Braunschweig, Stuttgart, Münster, Munich and more

Refarmed LTE-Bands 
800, 1.800 & 2.600 MHz
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H2 priorities: Focus on network, product pipeline & 
rolling out transformation projects

SIMPLER

FASTER

BETTER

• Omni-channel
• Reduce complexity
• Refresh IT architecture

• Digital speed
• Digital processes
• Smart growth

• ADA/IoT
• Care of the future
• Shop strategy

 Top priority: Finalise network consolidation

 Product pipeline: More to come for O2 Free

 Transformation: Initial focus on IT architecture 
& omni-channel capabilities
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Q2 2018: Summary
Re-iterating full-year outlook 2018

Revenue1

+0.1% y-o-y

(-0.3% y-o-y IAS18)

• MSR1 (excluding regulatory effects of EUR 15 million) trend continues to improve with tailwinds from O2 Free: +0.6% y-o-y 
(+0.2% y-o-y based on IAS18)

• Continued good demand for smartphones with handset revenues1 +8.5% y-o-y (+7.5% y-o-y based on IAS18)

• Shutdown of legacy infrastructure in 2019 still weighing on fixed revenues1

Net adds
+333k PO
+86k VDSL

• New O2 Free portfolio with O2 Boost & O2 Connect supports operating momentum 

• Partner trading solid, rational market environment

• Demand for VDSL strong

OIBDA2

+6.8% y-o-y

(+3.7% y-o-y IAS18)

• OIBDA benefits from commercial momentum and further synergy capture

• Approx. EUR 30 million (EUR 65 million YTD) of synergies from leaver programme, network & shops

• Margin enhancement of +1.8 percentage points y-o-y to 28.4% in the second quarter

OpCF
+7.1% y-o-y

• OpCF supported by additional approx. EUR 10 million Capex synergies 

• Leverage at 1.0x, remains in line with target after dividend payment; strong FCF of EUR 85 million

• Re-iterating dividend growth for 3 consecutive years (2016-2018); maintaining high pay-out ratio over FCF thereafter

1 Excluding the negative impact from regulatory changes and y-o-y comparison based on IAS18 accounting standards for 2017 and IFRS15 for 2018. 
2 Adjusted for exceptional effects, excl. the negative impact from regulatory changes and y-o-y comparison based on IAS18 accounting standards for 2017 and IFRS15 for 2018.  For details please refer to additional materials of the Q2 2018 results release.
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Sustained revenue trends driven by good commercial 
momentum

Underlying MSR continues to grow y-o-yRevenue stable y-o-y

• Underlying MSR trends benefit from ARPU-up strategy 
while handset demand reflects seasonality

• EUR 15 million of reg. impacts, mainly RLH

• Wholesale migration & planned dismantling of legacy 
infrastructure drives expected further reduction in fixed 
revenues - fixed retail performance further improves

Smartphone demand still driving handset revenue

249229

192217

-0.7%

1,311

1,758

Q2 ’18 
(IFRS 15)

Q2 ’17

1,771

1,318

MSRHandsetFixed

Wholesale migration drives fixed revenue decline

1,3321,344

Q1’18
(IFRS 15)

1,287

Q3’17Q2’17 Q4’17

1,318 1,311

Q2’18
(IFRS 15)

-0.5%

229 290 356 280 249

8.5%

Q1’18
(IFRS 15)

Q4’17Q3’17Q2’17 Q2’18
(IFRS 15)

(in EUR m) (in EUR m)

(in EUR m)

IAS 18, 
excl. reg effects+0.1%

Excl. reg. effects IAS 18, 
excl. reg effects

-0.3%

IAS 18

IAS 18

217 214 208 199 192

Q2’17 Q1’18
(IFRS 15)

Q3’17 Q4’17 Q2’18
(IFRS 15)

-11.8%

+0.6%

Excl. reg. effects

(in EUR m)

+0.2%

+7.5%

-13.0%
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New O2 Free portfolio driving average usage 

Traffic (TB/Q)

• Music & video streaming driving steady data growth of 
>50% y-o-y

• LTE customer base up 15% y-o-y to 16.6 million

• Average usage of O2 LTE customers up >20% q-o-q

• O2 Free M tariff customers use almost 6GB of data

Average data usage for O2 LTE customers (GB/month)

99 111 122 126
152

Q3’17Q2’17

+54%

Q1’18Q4’17 Q2’18 Q2’18

3.4

+69%

2.4
2.0

2.8

Q2’17 Q3’17

~6

Q1’18Q4’17

2.8

~70%

LTE customers (in million)

Q2’17

+15%

Q2’18Q4’17

15.8 16.6
14.4

16.1

Q1’18

15.7

Q3’17

O2 Free M tariff

Large data buckets fuelling usage growthData growing steadily

LTE customer base still increasing

LTE customers (in million)
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Strong retail trading on back of concentrated product 
initiatives in Q2; churn improves further

-1.5%

-1.7%

Q3’17

-1.5%

Q4’17

-1.3%

-1.5%

Q2’17 Q1’18

-1.2%

-1.6%

-1.6%

Q2’18

-1.7%

-1.5%

Total postpaidO2 postpaidNet adds (in thousand)

Postpaid ARPU (in EUR)

1 Excluding the impact from the final customer base adjustment.

Q2’18Q2’17

186

Q1’18

157

Q4’17Q3’17

197
333

183

Postpaid

-643

Q1’18

-535

Q3’17

-535

Q2’17 Q2’18Q4’171

-148

322

Prepaid Postpaid churn (in %)

Maintaining retention focusFocus on profitable growth

ARPU impacted by regulatory headwinds

• Strong postpaid net add momentum on back of portfolio 
initiatives

• Prepaid trends still impacted by regulatory changes

• Churn trends in O2 consumer further improve at low 
levels

• Postpaid ARPU trends stabilising despite regulatory 
headwinds

Q1’18

(IFRS 15)

Q3’17

14.814.815.215.715.5

Q2’17 Q4’17 Q2’18

(IFRS 15)

ARPU postpaid (ex M2M)

Q1’18

(IFRS 15)

5.6

Q3’17

5.2

Q2’17

5.6

Q4’17

5.2 5.8

Q2’18

(IFRS 15)

ARPU Prepaid
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Rational environment in partner business, solid growth 
with performance reflecting retail momentum

Postpaid gross adds share

58%

Q1’18 Q2’18

58%

Q4’17

53%55%

Q3’17

61%

Q2’17

GA partner brandsGA retail brands

Q4’17 Q1’18
(IFRS 15)

Q3’17Q2’17

+5%

Q2’18
(IFRS 15)

~23%~22%~22% ~23% ~24%

Postpaid partner MSR / Share over postpaid revenue (in %)

Partner revenue growth in line with expectationsPartner gross add share reflects improving retail trends

• Rational competitive environment in discount segment; focus on fair market share

• Partner momentum solid; partner gross add share reflects strong retail momentum in Q2

• Partner revenue growing q-o-q and y-o-y in line with expectations
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VDSL drives improvement in fixed retail revenue while 
wholesale migration is mostly finished

Net adds (in thousand) DSL ARPU (in EUR)

DSL retail revenues y-o-y (in %) 
Fixed total revenue (in EUR m) 

Q4’17

24.8 24.8 24.6

Q3’17

+0.4%

Q2’18
(IFRS 15)

Q1’18
(IFRS 15)

24.9

Q2’17

24.5

Retail

-101 -113 -89 -104 -98

88 103 89 92 86

Q4’17Q2’17 Q3’17 Q2’18Q1’18

Retail ADSLRetail VDSL

ARPU stableVDSL drives fixed retail trading

Fixed retail trends improving

• Demand for VDSL remains strong

• Retail DSL ARPUs & revenue trends reflect contribution 
of VDSL, customer base at 1.3 million; +39% y-o-y

• Fixed wholesale customer migration mostly completed; 
8k customers remaining => retail trends improving

199 192
217

Q1’18
(IFRS 15)

Q2’17 Q3’17 Q4’17

214

Q2’18
(IFRS 15)

208

RetailWholesaleOther

-3.1%-3.9% -4.3%

-1.6%
-0.4%
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Recap: Clear synergy trajectory

(in EURm)

220
270

31060
15

65

590530450

2019
incr.

2019
cum.

900100
40

2018
cum.

800

2017
cum.

H2’18
incr. (expected )

40

H1’18
incr.

25 25670
90

~75%

Opex & rev. synergiesCapEx synergies

~90%

Synergy case 2017 -2019

• H1: Delivery of EUR 65 million OIBDA synergies and 25 million Capex synergies

• 2018: Target of EUR 80 million synergies at OIBDA level (mainly from network) and EUR 50 million at CapEx level, reaching almost 90% of 
total synergy target of EUR 900 million by 2019

• Remaining core project network integration with steady progress, expecting completion by year-end 2018; mainly roll-over synergies in 
2019

• EUR 100 million OIBDA & Capex-relevant synergies expected for 2019

~85%
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OIBDA reflects successful synergy capture, solid 
operational momentum and RLH-regulation impacts

9273189532863

683,525

Revenue OIBDA adj. for 
exceptional 

effects & excl. 
regulatory effects

OIBDA adj. for 
exceptional effects

-1,302

Personnel
expenses

-303

Supplies

-1,125

Regualtory effectsOther income RestructuringOIBDAOther
expenses

22

Q1’18
(IFRS 15)

Q3 ‘17

710

Q2 ’17 Q4 ‘17 Q2’18
(IFRS 15)

15
7

5.4%
1.4%2.1%

6.8%5.0%

24.5%
margin

-0.5%
y-o-y

26.1%
margin

+2.6%
y-o-y

+6.1%
y-o-y

OIBDA1 yoy

OIBDA delta (in EURm)

1 Adjusted for exceptional effects, excl. the negative impact from regulatory changes and y-o-y comparison based on IAS18 accounting standards for 2017 and IFRS15 for 2018. For details please refer to additional materials of the Q2 2018 results release.

OIBDA delta (in EURm)

Commercial & other costsRegulatory effectsSynergies

IAS 18,                        
excl. regulatory effects

+3.7%

OIBDA1 growth on the back of synergy delivery

• Solid OIBDA growth driven by incremental synergies of 
~EUR 65 million in H1 driven roll-over effects and 
incremental NT synergies

• Continued expansion of OIBDA margin

• Regulatory effects of EUR 31 million; mainly RLH 

• Restructuring costs of EUR 32 million

Structure of OIBDA for January to June 2018 
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FCF with seasonality effects, leverage in line with target 
after dividend payment

Evolution of Net Debt3 – Leverage3 in line with target

3 For definition of net debt & leverage ratio please refer to Q2 2018 earnings release.

Leverage ratio30.6x 1.0x

FCF (in EURm)

Net Debt (in EURm)

Evolution of Free Cash Flow (FCF)1 YTD June 2018

Restructuring FCF1 pre dividends & 
spectrum payments

OtherPrepayments

84-16

Other working 
capital movements

-24
-112

CapEx payables2

863

CapEx2OIBDA

-87

-420

-120

+1.064

+773

+1.797

Net debt
31.12.2017

DividendOther Net debt
30.06.2018

FCF1 pre dividends and 
spectrum payments & pre M&A

+44
-84

Working capital movements & adjustments: 
-EUR 343m

1 FCF  pre dividend & spectrum payments is defined as the sum of cash flow from operating activities & cash flow from investing activities
2 Excluding additions from capitalised finance leases and capitalised costs on borrowed capital for investments in spectrum
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Summary

Strong trading performance driven by portfolio initiatives and 4G offers from partners;             
focus on profitable growth

Underlying revenue1 trends benefit from successful ARPU-up strategy and remaining headwinds 
from OTT-trends and legacy base rotation

Strong OIBDA1 supported by commercial momentum and synergies

Operational momentum and Capex efficiency driving FCF

1 Excluding regulatory effects.
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Q2 2018 preliminary results - Q&A session
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Get in touch with us for any follow-up questions

+49 89 2442 1010  
IR-Deutschland@telefonica.com

@TEFD_IR
$O2DGR




