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Earnings expansion driven by pricing power and cost
normalization

We assign the Nigerian telecoomunications sector an Overweight rating. This bullish
thesis is underpinned by three main developments: (1) the successful absorption of
landmark retail fariff liberalization, (2) a rapid structural normalization of energy input
costs following domestic refining efficiencies, and (3) fransformative corporate
restructurings that decouple capital-intensive digital financial platforms and optimize
passive infrastructure lease liabilities.

Sector fundamentals improve as telecom operators benefit from durable pricing
power and a softer energy cost base

Retail tariff pricing reform, initiated via the Nigerian Communications Commission’s
approval of a maximum 50% tariff adjustment, has proven highly durable. Despite
deep systemic pressures on consumer wallets, subscriber volume elasticity has
remained highly manageable. Active mobile connections have reached an all-time
high of 188 million, while national broadband penetration has expanded to 55.67%,
demonstrating the non-discretionary, utility-like status of connectivity in a rapidly
digitizing economy. This price-inelastic demand has established a robust new baseline
for sector revenue generation and top-line compounding.

A dramatic improvement in energy economics further supports a strong sector
turnaround. While geopolitical conflicts in the Middle East during early 2026 pushed
crude benchmarks higher, triggering a severe domestic diesel price spike to N2,474.69
per liter, the subsequent geopolitical de-escalation and the rapid scale-up of domestic
refining have driven input costs down. The landmark decision by the Dangote Refinery
to cut gantry diesel prices to M1,600 per liter represents a major, immediate tailwind
for network operating expenses. This will enable structural EBITDA margin expansion
and unlock substantial free cash flow across the sector.

Strong GDP contribution and sustained digital demand position telecoms as a
defensive growth sector in Nigeria

The telecommunications sector has established itself as the primary engine of the
post-oil services economy in Nigeria. According to the National Bureau of Statistics
real GDP report, the Telecommunications and Information Services sub-sector
recorded real GDP growth of 12.24% year-on-year. This performance marks a
substantial acceleration from the 7.82% real growth recorded in the same period of
2025 and is significantly higher than the 4.04% real growth achieved in 2024.

This sector trajectory indicates that digital services have moved beyond a phase of
post-pandemic recovery into a sustained expansion cycle. This expansion is driven by
structural data consumption, digital financial services integration, and rising
enterprise demand. The telecommunications sub-sector accounted for 9.19% (M4.71
trillion) of real GDP, making it the second-highest contributor over the past eight
quarters. This performance stands out against a broader national real GDP growth
rate of 3.89%, highlighting the sector’s defensive properties.

The NBS data reveals that the nominal felecommunications economy generated N7.97
trillion ($5.8 billion) in economic value, positioning the sub-sector as an essential pillar
of national output.

Our forward-looking outlook projects real telecom GDP growth to stabilize
between 10.5% and 11.5% through 2026 and 2027, driven by high-bandwidth data
consumption and deeper fintech integration.

Lower fuel costs and improved domestic refining economics are creating a strong
margin tailwind for telecom operators

The primary variable shaping telecom operating margins has been the domestic
transmission of global energy shocks. During the first half of 2026, geopolitical
disruptions in the Middle East and shipping concerns in the Strait of Hormuz drove
global crude benchmarks above $120 per barrel. Because the Nigerian power grid
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remains structurally unreliable, telecom operators depend heavily on diesel
generators to maintain network uptime across tens of thousands of remote base
stations. The macroeconomic impact was immediate and severe.

According to the NBS, the average retail price of Automotive Gas Qil (diesel) rose by
50.16% month-on-month in April 2026, climbing from M1,648.06 per liter in March to
N2,474.69% per liter. This spike represented a 43.67% year-on-year increase from the
N1,722.45 per liter recorded in April 2025.

With energy representing an estimated 30% to 40% of network operating costs, this
fuel price increase posed a severe threat to operating margins. It is estimated that
Nigerian telecom operators collectively consume over 480 million liters of diesel
annually, implying a significant annualized cash cost.

The outlook for late 2026 and 2027 has turned positive due to a US-Iran peace
framework that reopened the Strait of Hormuz, causing Brent crude to drop 33% to
$80.57 per barrel. This shift, combined with Nigeria’s transition to domestic refining,
has stabilized the market. By early 2026, the Dangote Refinery was supplying 92% of
domestic petrol and diesel demand, isolating the country from global shipping and
import logistics.

The subsequent decision by the Dangote Refinery to cut gantry diesel prices to M1,600
per liter provides immediate, high-probability margin relief. This reduction from the
April peak of MN2,474.69 per liter will flow directly into operator financial results
beginning in Q3 2026, supporting EBITDA margin expansion.

FX stability and disinflation strengthen sector visibility

The deceleration of headline inflation from the peaks of 2024 has provided vital
support to consumer spending power. After peaking at 34.8% in December 2024,
headline inflation moderated to 24.23% in March 2025, declined to 18.02% in
September 2025, and consolidated at 15.93% in May 2026. This trend has been
supported by the Central Bank of Nigeria's monetary policy and the stabilization of the
foreign exchange market. The unified exchange rate has stabilized, with interbank
closing rates consolidating within a tight band of M1,356 to M1,371 per USD, down from
N1,681 per USD in late 2024. This currency stability has dramatically reduced the
unrealized foreign exchange translation losses that previously impacted operator
balance sheets. While the macro stabilization is clear, the tfransmission of historical
price shocks has created a visible wallet crunch at the lower end of the consumer
pyramid. Although headline inflation has moderated, food inflation remains relatively
sticky at 16.96% as of May 2026. This high food cost component continues to consume
a dominant share of average household disposable income, making consumer
spending on telecommunications services increasingly sensitive.

As aresult, although broadband subscriptions are growing rapidly, actual data usage
per subscriber has exhibited near-term elasticity, with consumers rationing high-
bandwidth usage to avoid rapid bundle depletion. Telecom operators must respond by
designing highly segmented, micro-packaged data offerings that focus on entry-level
affordability, while simultaneously monetizing premium, high-usage urban consumer
brackets through advanced 4G and 5G services.

Data-led growth drives strong telecom revenue expansion

The Nigerian telecommunications industry has recorded strong revenue expansion,
driven by the structural monetization of data and digital financial services. Total
consumer and corporate spending on internet data alone reached an estimated 83.33
trillion in the first quarter of 2026. This performance indicates that the absolute
revenue mix has shifted, with data overtaking voice as the primary contributor to the
sector's top-line growth. This transition has been accelerated by the full absorption of
the early 2025 tariff adjustments, which allowed operators to lift nominal retail voice
and data prices by up to 50%. Despite fears of massive volume contraction, aggregate
service revenues for the leading operators have expanded at a 30% to 42% year-on-
year pace, highlighting the essential, non-discretionary nature of modern
connectivity.
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Subscriber growth continues amid rising teledensity

The total subscriber base in Nigeria has sustained its compounding trajectory. Active
mobile subscriptions reached 188 million in April 2026. This builds upon the 182.2 million
subscriptions recorded in January 2026 and 169.3 million in January 2025. This steady
expansion has pushed national teledensity to 86.75%, compared to 84.06% in January
2026 and 78.10% in January 2025, confirming that the market is steadily moving
toward structural voice saturation.

On the usage front, data consumption is expanding, driven by the rapid migration of
users from legacy 2G and 3G networks to high-speed 4G and 5G spectrum bands.
Internet subscriptions grew to 154.7 million, with mobile operators holding the
dominant share of 154.3 million users. Data usage per subscriber has surged, with
Airtel Nigeria's average usage per user reaching 11.0 GB per month in Q4'26, while
MTN Nigeria's active data users averaged 14.3 GB per month.

However, the April 2026 data revealed a key structural divergence: total data
consumed nationally dipped slightly to 1.414 million terabytes from the 1.422 million
terabytes recorded in March, despite the addition of 2.29 million new SIM cards and
904,000 new internet users.

This minor usage contraction confirms that while network access is expanding, the
high cost of living has triggered a short-term volume elasticity response, with
consumers actively managing their digital wallets.

Mobile connectivity drives nationwide broadband expansion

Broadband subscriptions in Nigeria crossed a historic milestone, rising to an all-time
high of 120.7 million. This growth has pushed national broadband penetration to
55.67%. This represents a rapid acceleration from the 53.86% penetration (116.7 million
subscriptions) recorded in February 2026 and the 51.97% (112.67 million subscriptions)
recorded in December 2025. The structural engine of this broadband boom remains
mobile networks, particularly 4G LTE, which has emerged as the definitive standard
for everyday connectivity. Fixed wired and fiber-to-the-home connections, although
growing via enterprise deployments and fiber-broadband offerings like MTN FibreX,
represent a small fraction of the market with approximately 156,662 active
connections.

Profitability recovery gains momentum across telecom sector

The structural profitability of the industry has entered a recovery phase, supported by
the dual effects of positive operating jaws (revenue growth significantly outpacing
operating expense growth) and the dramatic reduction in diesel input costs to M1,600
per liter. During 2024 and early 2025, industry profitability was severely depressed by
massive, unrealized foreign exchange translation losses on dollar-denominated tower
leases and imported network equipment.The combination of the unified naira
stabilization, the proactive re-localization of operator balance sheets, and the gantry
fuel cost savings has structurally de-risked the sector. Consequently, operating cash
flows are rising rapidly, with MTN Nigeria reporting a 73% year-on-year increase in
operating cash generation in Q12026, supporting a sector-wide re-rating.

Market concentration intensifies in telecom sector

The Nigerian telecommunications landscape remains a highly concentrated duopoly,
with the two leading operators, MTN Nigeria and Airtel Nigeria, controlling over 85%
of total active mobile subscriptions and over 90% of sector revenues.

e MTN Nigeria: Maintains its clear structural leadership, with its active
subscriber base expanding to 96.4 million in April 2026, capturing 51.27% of
the total market.

e Airtel Nigeria: Holds the second position, with its subscriber base climbing to
64.7 million, representing a 34.41% market share.

e  Globacom: Remains in third place with a relatively stagnant subscriber base
of approximately 23.2 million, translating to a 12.34% market share.

e T2 (Formerly 9mobile): Retains a marginal market position with 3.5 million
subscribers, representing an 1.86% share.
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This concentration has intensified over the past two years, as the immense capital
expenditure required to deploy and maintain 4G and 5G networks has effectively
marginalized smaller operators and Mobile Virtual Network Operators. The
competitive dynamics are increasingly centered on network quality, fiber backhaul
capacity, and the depth of the digital financial ecosystem, rather than destructive
retail price wars. This has established a highly rational pricing environment, enabling
operators to maintain robust Average Revenue Per User levels.

Consumer protection rules add pressure on service quality

To address persistent network quality issues caused by fiber cuts during road
construction, equipment vandalism, and localized security challenges, the regulatory
environment has been significantly strengthened by the 2024 Presidential Directive.
This directive formally classified telecommunications assets as Critical National
Information Infrastructure.This classification provides telecom towers, fiber ducts,
and switching centers with high-level legal protection, empowering federal security
agencies to prosecute vandals under enhanced national security laws. Additionally, the
NCC has implemented a strict consumer compensation policy, making operators liable
to pay direct subscriber compensation if localized Quality of Service indicators fall
below specified regulatory benchmarks.

SIM-NIN linkage improves subscriber data quality

The multi-year SIM-NIN linkage exercise reached a successful conclusion, with the final
mandatory registration deadline on September 14, 2024. The NCC reported that over
153 million SIMs were successfully linked to verified National Identity Numbers,
achieving a compliance rate of 96%. Effective September 15, 2024, all unlinked active
lines were deactivated. This clean-up has structurally improved the quality of operator
subscriber databases, significantly reducing fraud risks, and providing a clean, verified
base of users for advanced data and mobile money monetization.

In terms of spectrum administration, the NCC has actively facilitated secondary
market spectrum trading, allowing operators to acquire and re-allocate underutilized
capacity. Under this secondary framework, the NCC successfully recovered 100MHz
of underutilized spectrum previously held by NATCOM and T2, redistributing it among
the country’s leading mobile operators.

We expect this to continue aiding operators with wider spectral highways, enabling
immediate capacity expansion for 4G and 5G urban networks.

Nigeria’s 5G rollout enters urban scale phase

Nigeria’s 5G ecosystem, initially launched commercially in September 2022, has
reached a critical phase of urban density. As of April 2026, 5G penetration reached
4.34% of total connections, representing a substantial upgrade from the 3.94%
recorded in January 2026 and 2.54% in January 2025. MTN Nigeria and Airtel Nigeria
remain the sole drivers of this high-speed transition, utilizing the premium n77 (3.5
GHz) band to deliver download throughputs exceeding 250 Mbps in high-density
metropolitan areas like Lagos, Abuja, and Port Harcourt.

According to NCC spectrum monitoring reports, 5G test volumes have increased by
44% since late 2025, driven by the expanding availability of sub-$150 5G-compatible
devices. The deployment of 5G has enabled operators to offer highly lucrative fixed
wireless access broadband packages, representing a structural replacement for high-
cost physical fiber lines in corporate and premium residential markets.

Telecom tower upgrades accelerate across Nigeria

The physical tower footprint in Nigeria is undergoing a massive technology upgrade
cycle. In Q12026, operators collectively committed to upgrading over 12,000 network
sites, a massive acceleration from the modest 300 upgrades executed in 2025. These
upgrades are primarily directed at refarming legacy spectrum, converting old 2G and
3G infrastructure into high-capacity 4G LTE and 5G nodes, and refarming the
declining 3G/900MHz band to free up spectral capacity for high-speed services.
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On the power front, operators and tower companies (predominantly IHS Towers) are
aggressively investing in hybrid energy solutions, deploying advanced solar arrays,
lithium-ion battery storage, and smart grid controllers across rural and urban
locations.

This hybrid transition is designed to decouple traffic growth from diesel fuel
consumption, systematically shielding operator EBITDA margins from future
global oil price volatility.

Global capital accelerates Nigeria’s data center buildout

The West African data center ecosystem is centering on Lagos, attracting massive
global capital inflows. In November 2025, Equinix Inc. (which entered the market via
the $320 million acquisition of MainOne in 2022) announced a $22 million investment
to build its first purpose-built, high-performance carrier-neutral International
Business Exchange data center in Lagos, christened LG3. Scheduled to open and
become fully operational in Q1 2026, LG3 will integrate Equinix Fabric, allowing local
enterprises to securely interconnect their physical and virtual infrastructure with
global cloud service providers.

The LG3 project represents the first phase of Equinix's broader $100 million two-year
investment strategy in Africa, which also includes the construction of the PR1 data
center in Port Harcourt, designed to serve as the landing station for Meta’s 2Africa
subsea cable outside of Lagos.

The race to capture Nigeria's digital future has triggered massive parallel
commitments:

e  MTN Nigeria: Has committed over $240 million to build a state-of-the-art,
9-megawatt Tier 3 data center in Lagos, designed to scale its local cloud and
enterprise offerings.

e Airtel Nigeria: Is investing $120 million in a new 38-megawatt data center in
Lagos, specifically designed to power high-density artificial intelligence and
cloud computing workloads.

e Open Access Data Centres (OADC): Plans to expand its existing Lagos
facility to 24 megawatts by 2027 to capture the rapidly growing demand
from global hyperscalers and local financial institutions.

These data center investments are critical, as they establish the physical infrastructure
necessary to localize enterprise data, satisfy strict national data sovereignty
regulations, and unlock low-latency hosting for digital platforms.

Catalysts
Short-term catalysts (Next 12 Months)

1. Realization of Dangote diesel price flow-through

The single most powerful near-term margin catalyst is the rapid normalization of
network operating expenses following Dangote Refinery's June 2026 price cut to
N1,600 per liter. This represented a 35% reduction from the April diesel peak of
N2,474.69 per liter. Because tower operations consume substantial amounts of fuel,
the gantry price reduction will flow directly into operator financial results beginning in
Q32026, enabling animmediate 100 to 200 basis point expansion in EBITDA margins.

2. Completion of MTN Nigeria's MoMo PSB spin-off

The formal finalization of MTN Nigeria's approved 8152.06 billion fintech restructuring
is scheduled for full completion by December 31, 2026. By transfering 60% control of
MoMo PSB and YDFS to MTN Group Fintech B.V., We expect MTN Nigeria to
deconsolidate early-stage, capital-intensive fintech losses from its financial
statements. This transaction immediately improves MTN Nigeria's profitability ratios,
returns capital to core network investment, and preserves economic exposure via its
remaining 40% equity stake.
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3. Airtel Money H2 2026 IPO

Airtel Africa’s planned listing of its standalone fintech vehicle, Airtel Money, is
scheduled for the second half of 2026. Based on an annualized total processed value
of over $215 billion in Q4'26 and a customer base of 54.1 million, the fintech business is
estimated to command an independent valuation of approximately $4.0 billion. The
successful execution of this IPO will trigger a significant re-rating of Airtel Africa’s
residual listed shares, highlighting the deep value currently obscured by the
consolidated telco structure.

4. The KPMG interconnection pricing determination

The scheduled conclusion of the NCC-KPMG Mobile Termination Rate review in late
2026 will deliver a new, cost-reflective wholesale pricing framework.By updating
termination rates from the outdated 2018 level of N3.90 per minute, the new
framework will ensure full cost-recovery for infrastructure providers, improve
interconnection cash flows, and create a transparent environment for continued
investment.

Medium-term catalysts (1-3 Years)

1. Commercialization of 5G standalone and network slicing

As 5G networks transition from early deployment to mainstream adoption, operators
will deploy 5G Standalone architectures. This will enable network slicing, allowing
operators to guarantee dedicated, low-latency spectral slices for high-value
enterprise applications. This technology allows operators to charge premium, SLA-
backed rates to banks, industrial manufacturing plants, and logistics providers,
systematically boosting enterprise ARPU.

2. Advanced fintech monetization and digital lending

Following the structural separations, both MoMo PSB and Airtel Money are
aggressively pursuing advanced financial licenses from the Central Bank of Nigeria.
MTN's ongoing application to upgrade its licensing framework to offer direct
consumer and merchant lending, international remittances, and micro-insurance
holds potential to unlock massive new revenue streams. This allows the platforms to
capture a share of Nigeria's massive $236 billion MSME credit gap.

3. Project BRIDGE infrastructure integration

The systematic integration of the government’s 90,000-kilometer BRIDGE fiber
network will alter the economics of regional connectivity. By leasing open-access fiber
capacity under competitive, state-subsidized frameworks, operators can rapidly
connect remote base stations without incurring high capital expenditures. This will
accelerate rural subscriber acquisition and lower regional data delivery costs.

Long-term catalysts

1. The proliferation of edge computing and distributed Al

The transition to physical artificial intelligence will structurally shift global data traffic
patterns. As autonomous systems, smart city nodes, and localized Al models expand,
data processing must migrate from centralized cloud data centers to localized edge
computing stations connected by high-capacity 5G networks. This transition will
position telecom operators' physical tower networks and local data centers as vital
infrastructure.

2. Mass market fixed wireless access adoption

As broadband speeds expand, fixed wireless access will become a viable alternative to
physical copper and fiber lines. By utilizing advanced spectral bands to deliver gigabit-
speed wireless broadband directly to residential and small business premises,
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operators can bypass physical construction bottlenecks. This will drive high-margin,
predictable monthly subscription revenues across a massive addressable consumer
base.

Sector risks

The duopolistic market structure, while rational, presents intense competitive
dynamics in metropolitan areas. Because MTN Nigeria and Airtel Nigeria are
simultaneously upgrading their networks, any delay in spectrum acquisition, fiber
deployment, or QoS maintenance can trigger rapid churn among high-value
corporate and retail subscribers. Furthermore, the integration of new Mobile Virtual
Network Operators under the NCC’s wholesale frameworks could trigger localized
price competition in specific segments, potentially pressuring lower-tier retail
margins.

FX exposure remains a key risk
While the Central Bank of Nigeria’s fx reforms have stabilized the naira within a
predictable band, the sector remains structurally exposed to foreign exchange risks.
Telecom operators carry significant foreign currency lease liabilities, primarily tied to
long-term tower leases with IHS Towers. Under the August 2024 renegotiated tower
master lease agreements, contracts are structured with a multi-component pricing
model:

e A USD component indexed to the US Consumer Price Index.

¢ A Naira component indexed to the Nigerian Consumer Price Index.

e Adiesel-indexed component designed to pass through fuel price movements.
Any sudden, unexpected devaluation of the naira will expand lease liabilities under IFRS
16, resulting in financing costs and balance sheet pressure.

Network resilience challenged by fuel and security risks

While the current decline in diesel prices represents a positive development, the
sector's reliance on generator power remains a structural vulnerability. Any renewed
geopolitical disruption in the Middle East or domestic refinery shutdown could cause a
sharp spike in diesel input costs, putting pressure on EBITDA margins. Additionally,
physical infrastructure remains exposed to localized security challenges, including
persistent equipment theft, base station vandalism, and accidental fiber cuts caused
by road construction. Although protected under the Critical National Information
Infrastructure status, operators must maintain high security spending to safeguard
physical network integrity.

Overweight case driven by structural telecom tailwinds

We assign the Nigerian telecommunications sector an Overweight rating, reflecting a
sustained structural growth and profitability re-rating cycle. Our bullish thesis is
underpinned by three key developments: (1) the durable absorption of up to 50% retail
tariff liberalisation, reinforcing the sector’s utility-like pricing power, (2) a material
reduction in operating cost pressure driven by domestic refining gains and lower diesel
input costs, and (3) ongoing corporate restructurings that separate capital-intensive
fintech platforms from core telecom operations, unlocking earnings quality and
shareholder value. Despite its concentrated duopolistic structure and residual
sensitivity to household purchasing power, the sector is supported by strong data-led
revenue expansion, improving macro stability, and a projected real GDP growth
trajectory of 10.5%-11.5% through 2027, positioning telecoms as a core defensive
growth pillar within Nigeria’s post-oil economy.
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MTNN: Strong earnings growth driven by data and operating
leverage

MTN Nigeria maintained absolute domestic sector dominance in Q1 2026, capturing a
51.27% subscriber market share with 89.5 million total active users (+6.5% YoY).
Commercial momentum was propelled by explosive, high-margin data demand. Q1
2026 Revenue surged by 42% YoY to reach ¥1.50 frillion. Operating expenses were
tightly managed, expanding by only 16.1% YoY, which generated massive positive
operating jaws. This operational efficiency drove EBITDA up by 68.1% YoY to :828.30
billion, with the EBITDA margin expanding by 8.7 percentage points YoY to a sector-
leading 55.3%. Data services cemented their absolute dominance within the revenue
mix, contributing 55% of total sales at ¥826.10 billion (+56.2% YoY), supported by 55.0
million active data subscribers and average monthly data consumption per user
scaling to 14.3 GB. Monthly ARPU stabilized at ¥16,741, up from ¥12,580 in Q1 2025.
Bottom-line profitability recorded a dramatic structural resurgence: Profit Before Tax
surged by 170% YoY to N546.40 billion, while Profit After Tax rose 166% YoY to
N355.50 billion. Operating cash generation expanded by 73% YoY, driving Free Cash
Flow up 55.6% YoY to ¥N326.50 billion, which fully funded a capital expenditure
acceleration of ¥390.30 billion (+92.8% YoY, capex intensity at 26.0%). The balance
sheet has been structurally de-risked from currency volatility. By fully repaying its
outstanding $105 million USD borrowings during the quarter, MTNN transitioned to a
net cash position of 8¥129.0 billion. Total equity rose to N903.94 billion from a negative
N458 billion at year-end 2024, driven by rapid retained earnings accumulation.

H2 outlook

The structural investment thesis for MTN Nigeria is anchored on massive operating
leverage, debt localization and immediate margin protection via its landmark fintech
restructuring. Shareholders recently approved the MN152.06 billion spin-off of its
fintech operations, MoMo Payment Service Bank (MoMo PSB) and Y'ello Digital
Financial Services (YDFS), to MTN Group Fintech B.V.. By ceding 60% majority control
and retaining a 40% equity stake, MTNN deconsolidates the heavy loss-making
development phase of its fintech business from its accounts (reversing the ¥62.56
billion impairment booked in 2025). This immediately optimizes MTNN's consolidated
profitability and return ratios while shielding its balance sheet from early-stage
expansion funding. Strategic tailwinds are reinforced by the proposed $6.2 billion
acquisition of IHS Towers by MTN Group, which systematically de-risks MTNN's USD-
linked tower lease exposure , alongside immediate operating expense relief from the
Dangote Refinery's AGO price cut. Active monetization of Nigeria's $236 billion MSME
credit gap isunderway as MoMo PSB applies for advanced CBN licensing to offer direct
consumer credit, international remittances, and micro-insurance.

At the current market price of ¥830.00, MTNN trades at an atftractive LTM P/E of
12.6x and a Price-to-LTM Sales multiple of 3.0x. On a forward-looking basis, utilizing
projected FY'26 earnings, MTNN trades at an implied P/E of 10.4x and an EV/EBITDA
of 4.7x, representing a deep discount to its historical five-year average of 15x-18x. We
maintain a BUY rating with an upgraded 12-month target price of ¥1,658.59, implying
a 99.8% equity upside based on normalized cash flow compounding and structural
multiple expansion.

Income Statement (N'mn) 2025A | 2026F | 2027F 2028F

Revenue 5,202,957 6,661,327 8,169,037 9,915,970

Rating BUY
NGX Ticker MTNN

Bloomberg Ticker MTNN NL
Target Price N1,658.59
Return on Average Asset 6.89%
PAT Margin 23.73%
Debt Ratio 47.18%
Market cap N17.4 trillion

2029F

11,783,601

EBITDA 2,743,765 3,678,870 4,469,151 5,471,973

6,556,825

PBT 1,696,029 2,381,969 3,094,158 3,904,729

4,741,070

PAT 1,112,846 1,667,378 2,165,911 2,733,311

3,318,749
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G o Airtel Africa: Strong financial performance underpinned by Rating BUY
iversified revenue streams NGX Ticker AIRTEL
Airtel Africa delivered a robust performance for its full fiscal year ended March 31, Bloomberg Ticker AIRTELAF NL
2026, confirming its role as a defensive, multi-market platform play. Group Revenue Current Price N3,323.40
rose by 29.5% in reported currency to $6.42 billion, supported by constant currency Target Price N5,255.60

(CC) growth of 24.0%. Underlying EBITDA expanded by 37.2% YoY to reach $3.16 Company statistics (Q4’ 2026)

billion. .Posi’rive o.pero’ring jaws, generated by reporfed revenue grovs./Th of 29.5% Rt ar Avereg e B 25.06%
outpacing operating expense growth of 22.7% (with total expenses contained at $3.28 . .
billion), drove full-year EBITDA margins up by 280 basis points to 49.3%, peaking at an PAT Margin 12.67%
all-time high of 50.3% in Q4'26. Profit after tax more than doubled, surging by 147.4% Debt Ratio 45.92%
YoY to $813 million. Profitability was propelled by solid operating cash flow and a Market cap N23.1trillion
massive turnaround in financing costs, with the group recording $127 million in net FX

and derivative translation gains (versus a net loss of $179 million in FY'25) as the

Nigerian naira stabilized. Data services surpassed voice to become the single largest

contributor to group revenue, contributing 39.4% ($2.53 billion, +40.3% reported) of

total sales. Active mobile money (Airtel Money) users rose 21.3% YoY to 54.1 million,

pushing annualized Total Processed Value (TPV) past $215 billion in Q4'26, with mobile

money revenues expanding by 36.3% reported to $1.36 billion. Nigeria remained the

absolute crown jewel of the portfolio, contributing $1.60 billion in revenue (+52.9%

reported) at a peak segment EBITDA margin of 57.8% (peaking at 59.3% in Q4'26).

Nigeria segment active data users expanded to 31.0 million, with average data usage

climbing to 11.0 GB per month. Balance sheet strength improved dramatically, with the

net debt-to-EBITDA leverage ratio declining from 2.3x in FY'25 to 1.8x (and lease-

adjusted leverage dropping to 0.5x from 1.0x).

2027 outlook

The focal point of Airtel Africa's forward-looking investment thesis is the high-
conviction standalone listing of its fintech vehicle, Airtel Money, on global markets.
Scheduled for H2 2026, the Airtel Money IPO is poised to unlock massive embedded
fintech valuations currently obscured under the consolidated telecom structure. Based
on an annualized Q4'26 TPV exceeding $215 billion and its high-margin financial
services division (lending, savings, insurance, up 73% reported to $61 million), we
estimate a potential standalone IPO valuation of approximately $4.0 billion. While
near-term group EBITDA margins are expected to face a temporary headwind from
energy price inflation in East and Francophone Africa, Airtel's structural hybrid power
transition, network sharing agreements, and the rollout of over 3,250 new grid-
connected and solar infrastructure sites systematically de-risk its long-term cost
baseline.

At the current NGX market price of §3,323.40, Airtel Africa trades at areported LTM
P/E of 24.49x, which compresses to an attractive forward P/E of 17.41x utilizing FY'27
projections, and is valued at a deep discount on a forward constant-currency basis at
11.0x. EV/EBITDA stands at a compelling 5.2x. We maintain a BUY rating on the NGX-
listed shares and upgrade our 12-month target price to ¥5,255.60 (up from
N4,358.80), implying a 20.57% equity upside from current levels as financing costs
normalize and the Airtel Money listing materializes.

N'million \ 2027F | 2028F 2029F | 2030F | 2031F
Revenue 6,415 7,745 9,193 10,940 12,954
EBITDA 3,162 3,674 4,400 5,189 6,146
Profit before tax 1,419 1,832 2,171 3,070 4,330
Profit after tax 813 1,099 1,303 1,842 2,598
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addressed. It is not intended for public distribution and may not be reproduced, redistributed, or
published without the written permission of Zedcrest Wealth. Zedcrest Wealth, its advisers,
directors, employees, or affiliates do not accept any liability for the actions of third parties in this
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potential conflicts of interest.
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Rating Suspended: This designation is assigned to a stock when we are unable to provide an
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or policy restrictions prevent us from publishing a rating or target price.

Extra-normal situations: Our standard rating methodology does not apply in exceptional
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to assign ratings that deviate from those expected under our standard methodology, taking into
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Valuation and risks

For a detailed analysis of our valuation methodology and potential risks associated with any
recommended security, please refer to our most recent company-specific research report. If you
have any further questions or concerns, please don't hesitate to contact the analyst listed on the
front of this report
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Frequency of next update
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a way that could compromise their impartiality. To avoid conflicts, analysts report to separate
lines, independent of Securities Trading, Wealth Management and Stock Broking departments.
However, these departments may trade based on published research, potentially creating
conflicting interests with clients.

General disclaimer

This research report is based on publicly available information considered credible by our
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Zedcrest business. While reasonable care has been taken, Zedcrest Wealth its officers, and
employees disclaim responsibility for any errors or omissions. The report's accuracy, fairness,
and completeness have not been verified, and its contents should not be relied upon for
investment decisions.

Ratings, forecasts, and opinions are subject to change without notice and may not reflect future
performance. Past performance is not indicative of future results, and investments may fall or
rise due to various factors.
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report. This report provides general information only and does not constitute personal
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