
MTN GROUP LTD (JSE:MTN)
RECOMMENDATION: BUY

MTN Group Limited is a mobile operator that offers consumer, digital and business
services. It operates in 4 regions: South-Africa, Nigeria, South/East Africa
(SEAGHA), West/Central Africa (WECA) and the Middle East and North Africa
(MENA). The majority of the company's revenue is earned through South Africa
and Nigeria. From a product perspective, most of its revenue is from voice and
data. MTN also provides enterprise services to small/midsize enterprises and
corporate clients. The company owns mobile infrastructure and data centres.
Through its digital services, they enable consumers to make financial transactions
using their cell phones.

FUNDAMENTAL/TECHNICAL OVERVIEW

MTN released a quarterly update for the period ended 30 September 2020. The
group reported an 11.4% increase in group service revenue. The company’s EBITDA
grew by 13.9%, with EBITDA margin improving by 1.4% to 43.3% (previously 41.9%).
During the quarter, MTN added 12 million subscribers and 5.3 million active data
users. The company surpassed the 40 million MoMo (Mobile Money) subscribers
mark, adding 3.5 million during the quarter.

Data revenue grew by 31.9% during the period, reflecting the increase of work from
home services, digital entertainment, as well as online education offerings. Fintech
and digital revenue grew by 21% and 37.5% respectively during the quarter, driven
by increased adoption and usage of the company’s digital channels and offerings.

MTN South Africa reported a 2.1% increase in service revenue during 3Q2020. The
results were negatively impacted by the discontinuation of the company’s roaming
agreement with Telkom (concluded in June 2019) and the effect of accounting for
Cell C roaming revenue on a cash basis. Excluding the impact of national roaming,
MTN SA would have recorded service revenue growth of 3.4% during the first nine
months of the year and 5.7% YoY in 3Q2020. Data revenue grew by 16% year-on-
year in the nine months ended 30 September 2020. Total subscribers increased by
1.9 million in the quarter, to 30.9 million. The majority of additions were prepaid
customers, reaching a total of 24.3 million, marking it the largest quarterly increase
in nearly 18 months.

The Nigerian business reported service revenue growth of 13.8% and an acceleration
in 3Q2020 growth to 16.5% YoY. Voice revenue grew by 4%, with a recovery in the
trend to 7% YoY during 3Q2020. MTN Nigeria added 3.9 million customers in the
quarter, bringing the total to 75 million subscribers. Data revenue grew by 57.1%.
Fintech revenue rose by 28.2%, and by 25.9% YoY in 3Q2020.

In the Southern and East Africa and Ghana (SEAGHA) region, MTN Ghana reported
service revenue growth of 18.8%, driven by double-digit improvements in voice (+
12%) and data (+21%) revenue, along with further solid fintech revenue growth
(+24.8%). MTN Uganda increased service revenue by 9.6%, with growth in voice
(+4.4%), data (+30.1%) and fintech revenue (+10.5%) was supported by increases in
the user base and usage.

The WECA region grew service revenue by 7.8%, and by 9.3% YoY in 3Q2020. MTN
Ivory Coast recorded an increase in service revenue of 8.3%, supported by net
additions of 0.6 million subscribers in 3Q2020, as well as ongoing strong revenue
growth in data (+25.1%) and fintech (+14.2%). MTN Cameroon’s service revenue
grew by 4.7%, achieving further market and value share gains. Data revenue was up
by 19.7% and fintech revenue grew by 40.8%.

The performance delivered by the MENA region includes double-digit service
revenue growth of 22.7%, and of 24.7% in 3Q2020. This was largely supported by
solid growth in data revenue (+46.2%) with an 11.2% YoY increase in active data
subscribers in the nine months to September 2020.

MTN announced that it has completed its exit from its 18.9% investment in Jumia
and the localisation of an 8% shareholding in MTN Zambia. These transactions
realised net proceeds of approximately R2.3 billion and R204 million respectively.
MTN offers investors an attractive dividend yield of 5.83% and at the time of writing,
was trading on a forward price to earnings ratio of 7.8.

Research contributors

Pieter-Jan van Niekerk, Charissa Potgieter, Schalk Louw

CONTACT US

Reception

Dealing Desk

Website

Blog

+27 (11) 202 2712

+27 (11) 202 2716

www.psg.co.za/oldoak

www.oldoak.co.za

Old Oak

EQUITY REPORT

PSG WEALTH OLD OAK | Ground Floor, White Oak Terraces, Old Oak Office Park, Edmar Street, Bellville, 7530  |  PO Box 4527, Tygervalley, 7536  |  Tel: +27 (21) 202 2712 |  Fax: +27 (21) 914 6239  |  Schalk.Louw @psg.co.za | www.psg.co.za/oldoak

___________________________________________________________________________________________________________________________________________________________________________________________________________________________________

PSG Wealth Financial Planning (Pty) Ltd is an authorised financial services provider. FSP 728.

6 NOVEMBER 2020

Data provided by Thomson Reuters

SHARE PRICE PERFORMANCE**

0

5 000

10 000

15 000

20 000

25 000

30 000

35 000

40 000

45 000

R5

R25

R45

R65

R85

R105

R125

Sep-18 Mar-19 Sep-19 Mar-20 Sep-20
Volume Closing Price

SHARE INFORMATION
Share Code MTN

Industry Telecommunications Services

Sector Communication Services

Market Capital (ZAR m) 113 335

Current Price (ZAR) 60.85

1yr Target Price 90

Price - 52 Week High: 101.11

Price - 52 Week Low: 26.25

Dividend Yield 5.83%

Beta 5 Year (JSE All Share) 0.70

VALUATION RATIOS **

Period P/E P/SALES EV/EBITDA

Last 12 Months 6.6x 0.7x 3.3x

Current Year Est 8.1x 0.7x 3.1x

Next Year Exp 7.8x 0.6x 3.1x
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The company’s price to book is at 1.02, more than one standard deviation below
the long term average of 1.88.

MTN’s forward P/E is at 7.8, more than one standard deviation below its long
term mean of 13.82.

Net debt to equity was down by 10% to 138% (1H2019: 148%).

MTN’s net cash from operating activities increased by 53.9% to R21.75 billion
(1H2019: R14.13 billion).

Net profit margin has increased since 1H2019 (6.3%) to 14.41% in 1H2020.

MTN’ ROE increased significantly to 13.3% (1H2019: 5.45%).
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Company Earnings Report

COVID-19 Trends

Source: MTN quarterly update
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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.

MTN's 52-week high/low is R101.11/R26.25 respectively, currently trading at R62.48 per share. The company's year to date performance is -24.22%. MTN
has been trading in a bullish trend since it reached an intra-low of R26.25 on the 23rd of March. A move higher from current levels could test the intraday
high of R68.45 made on the 14th of August. The 200-day moving average at R59.54, and 50-day moving average currently at R57.19 could provide short-
term support. The stochastic oscillator indicator and relative strength index are close to overbought levels.
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