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MTN’s share price has been very weak over the last
year. While many of its markets face economic
challenges, the main driver of market pessimism has
been the adverse effects of a significantly weaker
naira exchange rate on the group’s earnings. Despite
these near-term challenges, MTN’s long-term
fundamentals and growth outlook remains strong.



MTN offers opportunity despite disruption

We examine the key obstacles MTN faces in Nigeria, highlight
the group’s competitive advantages and evaluate its growth
prospects in data services and mobile money. We also outline
positive technological developments and additional areas
where shareholder value could be generated.

Fading Nigerian headwinds

Nigeria’s currency, the naira, has sharply devalued over the
past year in response to drastic steps taken by the Nigerian
government to normalise monetary policy and follow a more
orthodox macroeconomic framework. While these interventions
should be positive for the long-term prospects for Nigeria's
economic growth, they are currently distressing for economic
participants as they face very high inflation and interest rates.
Nigeria is MTN'’s second largest market, with a large US dollar
cost base that increases in naira terms as the currency weakens.
The combination of higher costs and the upward revaluation of
dollar liabilities will result in MTN Nigeria reporting material
near-term naira losses.

Another significant challenge at present is the difficult
telecommunication regulatory environment in Nigeria. Despite
the industry as a whole being lossmaking, the regulator has
not approved any tariff increases. This greatly reduces the
industry’s ability to offset material cost inflation. MTN Nigeria

Favourable demographics for MTN

Population across MTN’s markets

Mobile penetration and per capita spend

has somewhat mitigated this through lowering discounts

to customers and bundle optimisation®. Ultimately, tariff
increases will be needed for smaller players to be viable.
MTN Nigeria’s subscriber market share has already risen from
39% to 51% in the last few months as competitors struggle.

While group earnings from Nigeria will be down substantially
this year, we do anticipate an improving performance beyond
2024.This is mostly owing to planned cost reductions, effective
tariff increases through bundle optimisation and the recently
announced renegotiation of onerous lease contracts in Nigeria.
As headwinds fade and earnings recover, investor focus should
shift back to MTN’s robust fundamentals and many structural
growth opportunities.

One of the world’s largest customer platforms

MTN is uniquely positioned as Africa’s largest mobile
telecommunications provider, with around 300 million
subscribers across 17 countries. It has a strong presence in its
key markets and enjoys significant economies of scale.

Excluding South Africa, which is a mature market, MTN is
exposed to very favourable long-term demographics. We
estimate that the population across MTN’s markets exceeds
half a billion people, with mobile subscriber penetration at

1The packaging of voice and data products to encourage consumers to trade to higher cost
and value packages.

MTN’s revenue opportunity
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Note: Mobile penetration is the proportion of the population within MTN’s markets with a mobile device.
Per capita spend is the annual dollar amount spent per MTN user on mobile services across all its markets.

Source: MTN, GSMA, PWC, World Bank data, Camissa Asset Management estimates



70%. High population growth, rising mobile penetration and
rapidly growing per capita incomes support a potential
doubling of MTN’s revenue over the next decade (in US dollar
terms) - charted on previous page.

Data is a multi-year growth opportunity

Unlike developed markets, Africa lacks widespread fixed-line
networks for high-volume data use. MTN recognised the data
opportunity early and invested ahead of demand to secure its
lead in this fast-growing market.

MTN'’s data revenue has grown at 21% per annum since 2015
(left chart below) and now accounts for over 40% of the group’s
total revenue. The outlook for data growth remains robust,
supported by shifts in consumer preferences toward
data-intensive services such as gaming, music and video
streaming, and the rapid evolution of online offerings in general.

There remains substantial growth potential in data usage
across MTN’s markets, with only half of its customers currently
using data services at less than 5GB of data per month on
average - far below the 25GB average seen in developed markets.

A key enabler of this growth is the rapid expansion of high
speed 3G and 4G services across the African continent.
Today, around a quarter of MTN'’s subscribers still use legacy

2G services and devices with limited internet capability. As
affordable smartphones become more widespread, data
consumption is expected to surge, with 4G users typically
consuming three to five times more data than 2G users.

Significant mobile money potential

Mobile money refers to banking services delivered over mobile
phones. Its adoption has grown meaningfully over the last
decade, particularly within developing economies, where
financial inclusion is low. Supported by rising mobile
penetration, the demand for mobile money services continues
to grow as access to financial services benefits consumers
through lower friction and transactional costs. Mobile money
has also supported the development of small businesses that
can now transact without handling cash, along with accessing
general credit and working capital financing more easily.

MTN’s large customer base, vast distribution network and
extensive billing relationships give it a strong competitive
advantage over smaller telco players and traditional banks. This
has enabled MTN to grow their mobile money operations by
around 25% per annum since 2015 (right chart below). Despite
this rapid growth, only 25% of MTN's existing customers use
the service, presenting another area of strong growth potential.

Low penetration supports a robust data and mobile money growth outlook for MTN

90 - 60%
L Group data revenue (Rand billions) (LHS)
= Data customer penetration (RHS) o

- 50%
70 -
60 - - 40%
50

- 30%
40 -
30 - - 20%
20 -

-10%
10 -+

- 0%

2016 2017 2018 2019 2020 2021 2022 2023

25 4 - 30%
=== Group fintech revenue (Rand billions) (LHS)
— Mobile money penetration (RHS)
-25%
20 -
-20%
15
-15%
10 -
-10%
5 4
- 5%
- L N9

2016 2017 2018 2019 2020 2021 2022 2023

Source: Company financials, Camissa Asset Management



MTN offers opportunity despite disruption

Looking ahead, we estimate the future addressable market for
mobile money services across MTN’s territories may be as large
as $15 billion per annum, substantially bigger than its current
mobile money revenue of around $1 billion per annum. The
mobile money business model has strong economics, with high
returns on capital, low capital intensity and strong free cash
flow generation. These capital light businesses typically attract
high financial market valuations (ie valuations as a multiple of
earnings). Recent transactions, where MTN and Airtel sold
minority stakes in their mobile money operations provide very
relevant evidence of this (valuation multiples were four times
the group valuation multiples).

Technology shifts to boost returns

Building a telecommunication network requires huge capital
investment and MTN has spent over R40 billion per annum on
network expansion in recent years. Managing a mobile network
is also costly, with around one third of total expenses related
to network maintenance. Historically, there has been little
competition between vendors of telecommunication
equipment that supply the mobile operators, such as MTN.
These operators are often locked into the ecosystem of a
specific supplier. The shift to Open Radio Access Network
(O-RAN) and Virtual Radio Access Network (V-RAN) technologies
is expected to radically transform the industry.

For example, O-RAN allows interoperability between vendors,
enabling mobile operators to use cheaper third-party, or
in-house designed, equipment for specific parts of their
network. An important benefit of V-RAN, which separates the
software (management) layer of the network from the
hardware, is that it improves utilisation by allowing operators
to scale network resources to address changing demand
patterns. It also allows for automated fault finding and
network recovery, which reduces the number of engineers
needed to maintain the network.

With greater competition and flexibility, it is widely expected
that these technological developments will reduce equipment
and maintenance costs by 25% to 40%. Considering how much
mobile operators spend annually, these savings will support a
material step up in overall industry free cash flow and returns
on capital.

MTN is leading the way in Africa, having partnered with
Rakuten Symphony, a global leader in the implementation of
O-RAN technology. Rakuten is among the first companies to
implement the technology at scale, with substantial savings
realised to date. The two companies have recently completed a
proof-of-concept trial, with a plan to roll out the technology
across MTN’s key markets over the next three years.

Uncertainty creates a compelling investment opportunity
Despite the near-term challenges, MTN’s long-term
fundamentals and growth outlook remain very positive. As
Africa’s largest mobile telecommunications company, MTN is
well diversified, operating in over 17 African countries that will
be growing their per capita incomes rapidly in the years ahead.
The business is exposed to several secular growth drivers such
as rising data consumption and the rapid expansion of mobile
money services to a large unbanked population. Furthermore,
technology advancements have the potential to positively alter
the long-term economics and returns for the group.

In addition to the secular growth opportunities discussed,
management is separately focused on improving financial
returns through more effective capital spend, scaling its digital
solutions businesses and corporate restructuring - all of which
have the potential to add more value over time. While there is
some near-term uncertainty around the outlook for Nigeria,
the current MTN price already discounts no value for their
Nigerian business and therefore presents the opportunity for
outsized future shareholder returns. [
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Footnote: 1Annualised (ie the average annual return over the given time period); 2TER (total expense ratio) = % of average NAV of portfolio incurred as charges, levies and fees in the
management of the portfolio for rolling one and three-year periods to 30 September 2024. 3Transaction costs (TC) are unavoidable costs incurred in administering the financial
products offered by Camissa Collective Investments and impact financial product returns. It should not be considered in isolation as returns may be impacted by many other factors
over time including market returns, the type of financial product, the investment decisions of the investment manager and the TER. This is also calculated on rolling one and three-year
periods to 30 September 2024. 4Source: Morningstar; net of all costs incurred within the fund and measured using NAV prices with income distributions reinvested; 5Source:
Camissa Asset Management; gross of management fees; 6Median return of Alexander Forbes SA Manager Watch: BIV Survey; Median return of Alexander Forbes Global Large
Manager Watch.

Disclaimer: The Camissa unit trust fund range is offered by Camissa Collective Investments (RF) Limited (Camissa), registration number 2010/009289/06. Camissa is a member of the
Association for Savings and Investment SA (ASISA) and is a registered management company in terms of the Collective Investment Schemes Control Act, No 45 of 2002. Camissa is a
subsidiary of Camissa Asset Management (Pty) Limited [a licensed financial services provider (FSP No. 784)], the investment manager of the unit trust funds.

Unit trusts are generally medium to long-term investments. The value of units will fluctuate and past performance should not be used as a guide for future performance. Camissa does not
provide any guarantee either with respect to the capital or the return of the portfolio(s). Foreign securities may be included in the portfolio(s) and may result in potential constraints on
liquidity and the repatriation of funds. In addition, macroeconomic, political, foreign exchange, tax and settlement risks may apply. However, our robust investment process takes these
factors into account. Unit trusts are traded at ruling prices and can engage in scrip lending and borrowing. Exchange rate movements, where applicable, may affect the value of underlying
investments. Different classes of units may apply and are subject to different fees and charges. A schedule of the maximum fees, charges and commissions is available upon request.
Commission and incentives may be paid, and if so, would be included in the overall costs. All funds are valued and priced at 15:00 each business day and at 17:00 on the last business day
of the month. Forward pricing is used. The deadline for receiving instructions is 14:00 each business day in order to ensure same day value. Prices are published daily on our website.

Performance is based on a lump sum investment into the relevant portfolio(s) and is measured using Net Asset Value (NAV) prices with income distributions reinvested. NAV refers to the
value of the fund’s assets less the value of its liabilities, divided by the number of units in issue. Figures are quoted after the deduction of all costs incurred within the fund. Individual
investor performance may differ as a result of initial fees, the actual investment date, the date of reinvestment and dividend withholding tax. Camissa may close a portfolio to new investors
in order to manage it more effectively in accordance with its mandate. Please refer to the relevant fund fact sheets for more information on the funds by visiting www.camissa-am.com.

Camissa takes no responsibility for any information contained herein or attached hereto unless such information is issued under the signature of an FSCA-approved representative or key
individual (as these terms are defined in FAIS) and is strictly related to the business of Camissa. Such information is not intended to nor does it constitute financial, tax, legal, investment or
other advice, including but not limited to ‘advice’ as that term is defined in FAIS. Camissa does not guarantee the suitability or potential value of any information found in this communication.
The user of this communication should consult with a qualified financial advisor before relying on any information found herein and before making any decision or taking any action in
reliance thereon. This communication contains proprietary and confidential information, some or all of which may be legally privileged. It is for the intended recipient only. If an error of any
kind has misdirected this communication, please notify the author by replying to this communication and then deleting the same. If you are not the intended recipient you must not use,
disclose, distribute, copy, print or rely on this communication. Camissa is not liable for any variation effected to this communication or any attachment hereto unless such variation has been
approved in writing by an FSCA-approved representative or key individual of Camissa.





