Bellsouth International and Colombia – Note to Instructor

To:  
Professor Campbell Harvey
From: 
Victor Abad, ‘04

Sami Caracand, ‘04


David Cummings, ‘04


Ximena Roa, ‘04


Eric Warren, ‘04

Re: 
BellSouth International and Colombia
This case describes the situation facing BellSouth International as they looked to enter the Colombian wireless telecommunications market in 2000. BellSouth had built a portfolio of wireless assets throughout most of Latin America in its stated pursuit to become a complete service telecommunications provider in the region. Colombia remained one of the few missing pieces to complete their wireless coverage of the continent. Colombia was attractive in that it was the second most populous country in South America, but became a significantly more risky investment locale because of a volatile history of intense civil wars, drug trafficking, and, in 1999, the highest murder rate of any country in the world. 
The case addresses the acquisition of two assets in Colombia, Celumóvil, S.A. and Cocelco, S.A., first through a strategic lens, and then through an emerging markets finance lens. The strategic questions revolve around the questions, “Should BellSouth go into Colombia?” and “If so, how should they go?” The case then guides students towards two firms that would provide BellSouth with the first national footprint for wireless service in the country and greater than 50% market share. Data provided is the country’s economic situation, relevant financial statements, comparable firm data, recent transactions for Latin American wireless companies, etc. The idea is to provide students with enough data to perform valuation analyses by discounted cash flows, multiples, and through related transactions. 

A significant portion of the students work on this case should be directed towards the development of the discount rate to use in valuing the firms’ expected cash flows. The teaching note provides a detailed evaluation of several methods that might be used to arrive at and justify a discount rate.
Included in the case package are:


Case


Teaching Note


Presentation (PowerPoint format)
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Spreadsheets with case exhibits, company financials, and valuation


Press Releases
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