
MULTICHOICE GROUP LTD (JSE:MCG)

The MultiChoice group (MCG) is Africa’s biggest Pay-TV and video

entertainment operator. The company operates through four

segments, namely MultiChoice South Africa, MultiChoice Africa, Online

streaming platform Showmax, and digital security platform Irdeto

offered in 50 countries in Africa. The group has approximately 13.9

million paying subscribers throughout Africa catering for all segments

of the market, ranging from entry to premium packages.

FUNDAMENTAL/TECHNICAL OVERVIEW

MultiChoice unbundled from its parent company (Naspers) and

successfully listed on the JSE on the 27th of February 2019. The group’s

most recent financial results for 1H2019 showed an increase in revenue

of 5% relative to 1H2018, most of which came from South Africa, while

the rest of Africa contributed 30.71%. MultiChoice also managed to

increase its subscriber base sharply by 14% year on year. Most notably,

is the fact that the rest of Africa’s growth was slightly ahead of South

Africa. A higher subscriber base means that the group is able to spread

the costs amongst a larger audience, achieving economies of scale, thus

the group was able to decrease operating costs and show an increase

of 13% in operating profit. This can be seen as a tailwind in the medium

to long term in the ability to offer competitive pricing.

The MultiChoice footprint allows for scalability, which is a massive

advantage in terms of accessing more households in Africa. In addition,

the company is also able to produce local content and bring it directly

to consumers. Relative to competitors such as Netflix and Amazon,

MultiChoice has a very deeply entrenched understanding of the local

and inter-Africa market. The company also offers a direct streaming

service to compete with competitors trying to enter the market.

Africa’s internet connectivity infrastructure is lagging behind the rest of

the world, mostly due its large rural areas making it difficult for internet

service providers to roll out traditional internet connectivity cables. Due

to the lack of infrastructure, the cost of data is relatively expensive,

making on-demand video streaming services less attractive. Therefore,

as it stands, MultiChoice has a clear advantage through its DTH, DTT

and OTT technology infrastructure.

Key risks that could affect the performance of the group:

The development of alternative providers for Pay-TV content in Africa

could have an impact on the group’s future performance. In the 2018

financial year, 35% of the group’s cost base was in USD. Input cost

primarily consists of international sports and studio rights, satellite

transponder leases and set-top box purchasers. A weaker Rand/Dollar

could lead to cost pressures.

Valuation

Multichoice is a highly cash generative business with a robust balance

sheet. The group trades on a forward dividend yield of 4.79% based on

Thompson Reuters estimates. Assuming a EBITDA (earnings before

interest, tax, depreciation and amortisation) of 6X, MultiChoice’s fair

value is around R131 per share.
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SHARE PRICE PERFORMANCE**

5 APRIL 2019

SHARE INFORMATION

Share Code MCG

Indus try Media  & Publ is hi ng

Sector Communicati on Services

Market Capi ta l  (ZAR m) 52 626

Current Price (ZAR) 119,46

Consensus 1yr Target Price ** 145,00

Price - 52 Week High: 129,43

Price - 52 Week Low: 90,31

0

5 000

10 000

15 000

20 000

25 000

30 000

35 000

40 000

R90

R95

R100

R105

R110

R115

R120

R125

R130

Feb-19

Volume Closing Price

VALUATION RATIOS **

Period P/E P/SALES EV/EBITDA

La st 12 Months 123,9x 1,1x 6,5x

Current Year Es t 25,8x 1,1x 6,0x

Expected 17,8x 1,0x 5,4x
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Disclaimer:

This publication has been issued by PSG Wealth Old Oak and does not represent the official PSG Wealth view. It is confidential and issued for the information of clients only. It shall not be reproduced in

whole or in part without our permission. Any unauthorized use, duplication, redistribution or disclosure is prohibited by law. This publication is not to be construed as providing investment services in any

jurisdiction where the provision of such services is not permitted. It is provided for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security, and we

have no responsibility whatsoever arising here from or in consequence hereof. The user assumes the entire risk of any use made of this publication. Any decision to purchase securities mentioned in this

publication must take into account existing public information on such security or any registered prospectus. The information contained herein has been obtained from sources which and persons whom we

believe to be reliable but is not guaranteed for accuracy, completeness or otherwise. Opinions and estimates constitute our judgement as of the date of this material and are subject to change without notice.

This publication does not attempt to identify the nature of the specific market or other risks associated with an investment. Leveraged /Geared positions in securities have the ability to accentuate the

profit/loss made on investments. Geared /Leveraged positions are not recommended based on the information contained in this publication. Securities, financial instruments or strategies mentioned herein

may not be suitable for all investors and investors must make their own investment decisions using their own independent advisers as they believe necessary and based upon their specific financial situations

and investment objectives. Certain investments/recommendations may have tax implications for private customers. Investors should seek advice from a tax advisor before acting on information contained in

this publication. The securities described herein are subject to fluctuation in price and/or value and investors may get back less than originally invested. Past performance is not indicative of future results.

The employees responsible for the production of this report may from time to time own securities mentioned herein.

Analyst Certification:

The research analyst who prepared this report certifies that the view expressed herein accurately reflect the research analyst’s personal views about the subject security and issuer and that no part of his 

compensation was, is or will be directly or indirectly related to specific recommendations or views contained in this report.

Multichoice reached a high of R129.43 and traded as low as R90.31 since its listing. The company’s year to date performance is

12.69%. At the time of writing, the share was trading well above its short and long term moving averages. According to technical

indicators like the RSI and stochastic oscillator, the share is trading in neutral territory.


