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The Billion
Dollar Bet
Examining WIND’s sure thing
Written by Ranji Bissessar and Alex Yeung

“We will make pain and they will suffer,” declared Naguib 
Sawiris in an October interview, when asked to discuss efforts of 
Canada’s incumbent wireless providers to eliminate its newfound 
competition. Through Orascom Telecom Holdings, Mr. Sawiris is 
the lead backer of Wind Mobile, one of Canada’s newest wireless 
carriers. Despite Wind’s determination and aggressive marketing, 
it appears to have had less success entering the market than 
Orascom had originally anticipated. 

Wind began in 2008, after the Canadian Radio-television & 
Telecommunications Commission (CRTC) sold unallocated 
wireless spectrum to shake up Canada’s $20-billion mobile 
telecommunications industry. The need for competition, as Mr. 
Sawiris is quick to announce, was clear. The industry was tightly 
controlled by three players: Rogers Communications, Bell Canada 
and Telus Corporation. Prices, determined by the average revenue 
per user per month (ARPU), were among the highest in the world. 
Wireless penetration languished at 75%, compared to 100%+ 
in similar countries. Three companies with little prior telecom 
experience bought spectrum at a 2008 auction – Wind, Mobilicity 
and Public Mobile.  Since entering the market, these new players 
have attempted to undercut the incumbents by offering low-priced, 
unlimited usage plans in major metropolitan areas. Wind, which 
is officially controlled by Canada’s Globalive Communications 
Corporation, spent $442 million purchasing spectrum – close to 
twice as much as Mobilicity and nine times that of Public. Since 
then, Globalive has made significant investments in network 
installation, creating a high risk-high reward situation.

Although Orascom is the 12th largest mobile network provider in 
the world by subscribers, its decision to enter Canada by investing 
in Globalive was surprising to many. The Cairo-based company 
operates in nine developing countries, where average ARPU is 
less than $5, compared to Canada’s $60. Canada represented the 
company’s first attempt to build a network in a developed economy.  
Furthermore, its corporate activities and Mr. Sawiris’s comments 
have indicated a desire to focus on global scale and consolidation. 
This thesis is reinforced by the October announcement of a potential 
merger between Weather Investments (which controls Orascom) 
and Vimplecom, a the Russian telecom that would create the fifth 
largest carrier in the world by subscribers. The combined entity 
would have a market capitalization of $25 billion (U.S.), allowing it 
to achieve significant pricing power and minimize costs to compete 
with world-leading telecoms.  

Given these considerations, it initially appears that Orascom 
made the wrong decision in entering the relatively small, capital-
intensive Canadian market. However, Orascom’s strategy has 
not been defined by a desire to build in the developing world. 
It is actually governed by a willingness to pursue opportunistic 
investments. Mr. Sawiris has displayed an appetite for taking early 
risks and benefiting handsomely, as exhibited in Iraq. This pattern 
seems likely to continue in Canada, as Orascom’s entry has come at 
an opportune time. Even if Wind continues to underperform their 
projected growth rates, decreased regulatory hurdles to foreign 
investment may offer Mr. Sawiris an alternate  opportunity to 
cash out through a sale. In effect, Orascom has guaranteed itself a 
reasonable return through their investment strategy.
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Entry strategy and rationale
Mr. Sawiris saw the Canadian market as one not only ripe for 
disruption, but also one where Orascom could act as a king-maker 
for a new entrant. The company’s global footprint, experiece as a 
low-cost provider,  access to capital and bargaining power would 
allow Wind to get to market faster than other new entrants. These 
advantages were shown in the company’s December 2009 fanfare-
driven launch that preceded competitor’s by three months. 

Orascom had good reason to enter the Canadian market.  Based 
on the premise of building a large consumer base as quickly 
as possible, Wind presented a compelling business case. The 
company estimated they could reach 1.5 million subscribers within 
three years. If Mr. Sawiris decided to exit his investment in 2022 at 
a 6.5x EBITDA multiple, the same as the wireless divisions of the 
incumbents, he would earn a reasonable 13% annual return.  

Although these projections were optimistic, foreign interest in the 
Canadian mobile market provided a floor for Orascom’s return. 
Canada’s underserved market and proximity to the United States 
make it an attractive market for American firms who possess the 
scale, brand and developed-market expertise to excel here.  As 
these firms look to purchase spectrum or assets in Canada, Wind 
will be well positioned to sell to them. Orascom’s formula has 
worked before and appears poised to work again.

Lacklustre performance?
In July 2010, Wind Mobile crossed the 100,000 subscriber mark, 
accounting for an impressive 15% of all new wireless subscribers 
in Canada since its launch only seven months earlier. Despite this, 
analysts expect Wind to obtain only 250,000 subscribers by the end 
of 2010 – significantly less than the company’s rumoured internal 
target of 380,000. Furthermore, Wind’s subscriptions have come at 
a far higher cost than anticipated. The company recently instituted 
a two-for-one promotion on BlackBerrys and has provided a $150 
switching incentive to an estimated 35% of customers. 

Orascom’s lofty expectations can be partly attributed to the 
company’s inexperience building in mature markets. Throughout 
2010, Bell, Rogers and Telus have strongly emphasized the value of 
‘bundling’ – the consolidation of various telecom services in order 
to receive discounts, simplified billing and integrated services. 
By doing so, they are able to raise switching costs for consumers, 
combating the entrant’s lower prices. Bell and Rogers have also 
enacted aggressive counterattacks. In July, Rogers launched a 
new flanker brand, ‘Chat-r Wireless’, whose positioning  is almost 

identical to those of Wind, Mobilicity and Public Mobile. Shortly 
after, Bell relaunched its ‘Solo’ brand to compete directly with 
the new entrants and Chat-r. Each launch was accompanied by 
an exhaustive marketing campaign extolling the brand’s superior 
network quality and coverage.

Ultimately, given the level of success Wind has still had in rapidly 
growing their network, their failure is one of projection rather 
than execution.  The original estimates were too optimistic about 
the willingness on the part of consumers to switch carriers. 
Furthermore, Wind failed to anticipate the successful responses 
of the incumbents, likely due to Orascom’s inexperience in 
penetrating  a developed market. At current rates, Wind can 
be optimistically projected to reach 1 million customers in 2014. 
Following these trends, and using at 5.5x EV/EBITDA multiple 
to account for underperformance,  Orascom’s predicted 15 year 
annual return would be a paltry 3%.

Cashing out
Given Wind’s recent underperformance, Mr Sawiris is now faced 
with a decision around his Canadian intentions. He can either sell 
Wind to achieve an immediate return, or continue growing Wind 
to integrate with Orascom’s global presence. 

Orascom should continue operating in Canada if the management 
believes their initial projections are still attainable. Mr. Sawiris 
could potentially have Wind purchase Mobilicity or Public 
Mobile, maximizing operational results by adding subscribers 
while simultaneously eliminating a competitor. Mr. Sawris has 
even stated, “We believe that Wind should be the consolidator of 
all the smaller players here.” Continued operations could also be 
considered consistent with a global consolidation strategy. 

Ultimately, a combined Orascom-Vimpelcom entity would see 
strategic benefits to divesting its Canadian operations. If scale is 
the ultimate goal, investing billions of dollars in Canada makes 
less sense than deploying it in other larger, faster-growing 
markets. Orascom has never built up a business against large, 
well-capitalized competitors, but has been extremely successful 
at penetrating developing markets. Given the lack of strategic and 
experiential fit, Mr. Sawiris should seek to divest his Canadian 
units.

How can Wind sell?
Following the realization that Canada is not core to Orascom’s 
strategy, the question becomes how can Orascom profitably divest 
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these assets?  The options depend largely on how the CRTC treats 
foreign investment at the next wireless spectrum auction in 2014. 
After making an exception around foreign-ownership rules at 
Wind’s entrance, it remains unclear how the government will 
act. There are three potential scenarios, each of which will have a 
different effect on Wind’s valuation. The government can forbid 
foreign investment, allow foreign investment, or limit foreign 
investment to purchases of existing spectrum.

If the CRTC completely forbids foreign investment, the most 
unlikely scenario, Orascom could be financially hurt.  In this case, 
they could choose to continue operations as previously described, 
but could also sell to a Canadian player. Although the CRTC might 
forbid an incumbent’s purchase of Wind for competitive reasons, 
both new entrants stand to gain significantly from purchasing 
Wind if they can access the financing to do so. Even if Wind was 
forced to take a 15% loss on its cumulative spectrum and capital 
investments, it could still achieve a 5% annualized return due to 
operating profits.

If the CRTC allows full foreign investment, any corporation would 
be allowed to purchase spectrum in the 2014 auction. In this case, 
international players would be interested in purchasing Wind for 
its spectrum and hard assets. Although these foreign companies 
could purchase spectrum and develop it themselves, Wind could 
still command a premium for the time and energy it has already 
devoted to the market. While incumbents would have incentives to 
purchase Wind to delay foreign entry, it is unlikely that they would 
be willing to pay a large premium since international companies 
could still eventually enter. It seems likely that foreign companies 
would pay at least a 7.5% premium to Wind’s telecommunications 
assets to enter more quickly, creating an 10% per annum return for 
Orascom.

If the government makes an exception and allows a foreign firm to 
buy Wind’s ownership stake, but international companies cannot 
bid on the wireless spectrum,  Wind’s value would be maximized. 

The company would be an attractive option for foreign companies, 
since other international competitors could not enter at the same 
time. Incumbents could also realize value by preventing a foreign 
takeover. If Verizon were to purchase Wind, for example, they could 
use their expertise and recognizable brand to hurt the incumbents. 
In this scenario, an incumbent would have strong incentives to 
purchase Wind, since the possibility of foreign entrance would 
be eliminated(assuming the CRTC allows the purchase). The 
additional bidders and increased exclusivity would increase the 
premium to 15% of Wind’s total telecommunication assets, creating 
a 12%  annualized return for Orascom.  

The sure thing 
Since its inception, Wind has declared itself as Canada’s fourth 
national carrier. The company has fought to build its brand 
image and subscriber base, and to destabilize Canada’s stagnant 
oligopoly. Though they have been somewhat successful in 
accumulating subscribers, their growth rate has significantly 
underperformed internal expectations, resulting in an erosion 
of operational economics. When considered in conjunction with 
the lack of strategic fit and difficulty of the Canadian operations, 
it becomes clear that Orascom should sell to the highest possible 
bidder in 2014 and redeploy its capital to areas where it possess an 
actual advantage

Nonetheless, Orascom’s entry into Canada  was almost a no-lose 
move by Mr. Sawiris. If it had succeeded in penetrating the mobile 
markets, it would have made a very good return and gained access 
to a lucrative, underserved market.  Alternatively, Orascom was 
betting that if it was able to enter, the CRTC was likely to open the 
next auction to foreign investors, providing Mr. Sawiris with the 
ability to sell to foreign/incumbent players and still make a good 
return, even if Wind’s results did not meet expectations. By making 
this well-timed investment, Orascom turned a risky market entry 
into a sure thing. Whether the incumbents will suffer remains to 
be seen.
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