MERISTEM

Surge in Data Revenue Underpins Performance

Summary: In H1:2022, MTNN’s revenue increased by 20.07% YoY to NGN950.05bn. The increase in revenue was
driven by higher revenue across business segments; Voice (+2.91% YoY), data (+51.59% YoY) and fintech (27.81%
YoY). The company added 5.7 million subscribers during the period, increasing total subscriber base to 74.1 million
(+7.55% YoY). Similarly, data and fintech subscriber base both increased by 113.23% YoY and 88.52% YoY to 36.80
million and 11.5 million, respectively.

Operating expense increased by 17.84% YoY, due to the expansion in direct network operating costs (+12.15% YoY),
handset costs (+558.05% YoY), interconnect costs (+14.35% YoY) and Other operating expenses (+23.75% YoY).
Notwithstanding, EBITDA grew by 22.08% YoY to NGN509.32bn and EBITDA margin increased by 88bps to 53.51%.
Finance cost also surged by 41.19% YoY due to increased interest expense on borrowings (+63.71% YoY). Profit after
tax however increased by 28.06% YoY to NGN181.63bn and net margin was 19.12% (+119bps YoY)

Positive: The company launched it’s PSB services and registered 4.2 million Mobile Money wallets during the period.

Negatives: Decline in voice traffic, due to restriction on calls from SIM cards yet to be linked to NIN.
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Recommendation: BUY
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Growth Across Regions Support Margins

Summary: In Q1:2023, AIRTELAFRI recorded an increase in revenue by 13.04% YoY. The revenue growth is
attributable to increase in both subscriber base (+8.94% YoY to 131.6 million) and Average Revenue Per User (+3.23%
YoY) to USD3.2. The telco giant also witnessed growth across its operating segments; voice (+8.54% YoY), data
(+17.42% YoY) and Mobile Money (+28.23% YoY). Similarly, revenue was higher across regions; Nigeria (+16.18%
YoY), East Africa (+11.15% YoY) and Francophone Africa (+3.56% YoY).

Operating expenses increased by 11.02% YoY, majorly due to the increase in network operating expense (+17.35%
YoY), sales and marketing expense (+24.49% YoY) and other operating expense (+10.28% YoY). Cost to income ratio
however declined marginally (94bps) to 51.31%. Consequently, EBITDA margin expanded to 48.85% (vs 48.02% in
Q1:2022). Profit before and after tax both increased by 6.56% YoY and 25.35 YoY respectively, causing net margin to
improve to 14.16% (from 12.77% in Q1:2022).

Positive: The company commenced Mobile Money operations in Nigeria (the company’s biggest market).

Negatives: Subscriber that represent c. 7% of revenue from Nigeria are yet to provide National Identity Number,
thereby posing a risk of disconnection.
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Fair Value Estimate
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Target Price Estimate
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multiples. Notwithstanding, we are of the opinion that the variance between the
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