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MTN NIGERIA PUBLIC OFFER

INTRODUCTION

Following the successful completion of its book building process tagged ‘The Institutional Offer’ which took
place between 23™ November 2021 and 26™ November 2021 and open only to qualifying institutional
investors, MTN Nigeria Communications Plc (MTN Nigeria) launches its public offer to retail investors ‘The
Retail Offer’ as MTN Group Limited through its wholly-owned subsidiary, MTN International (Mauritius)
Limited sells 575,000,000 units of shares. The offer to retail investors opened at 8:00 am on Wednesday, 1%
December 2021 and closes at 5:00 pm on Tuesday, 14™ December 2021. The offer would open to retail
investors at a fixed retail price of N169.00kobo which was determined at the book-building process.

The minimum application for shares to subscribe to is 20 ordinary shares, and multiples of 20 ordinary shares
thereafter. In a bid to encourage participation in the offer while ensuring price stability post-allotment, MTN
International (Mauritius) Limited is offering an incentive in the form of 1 bonus ordinary share for every 20
shares purchased, with the bonus capped at a maximum of 250 bonus shares per investor. An investor would
however have to continuously hold the shares allotted for a minimum period of 12 months (post-allotment) to
qualify for the bonus shares.

THE OFFER

This offer is an offer for sale, hence the proceeds of the offer would be remitted to the selling shareholder
(MTN International (Mauritius) Limited) net of offer cost which has been placed at N1,812,572,097.00kobo.
MTN Nigeria would not receive any portion of the net proceeds from the offer, and neither would the offer
increase the issued and fully paid shares of MTN Nigeria. Hence current shareholding would remain undiluted.

The Group plans to allot a minimum of 10.00% of the offer shares to qualified investors for the book-building,
with up to 90.00% of offer shares offered to retail investors. In the event of an oversubscription of the offer,
the Group has a greenshoe option in place to offer additional shares not exceeding 15.00% of the offered
shares. This represents a total offered shares of up to 661,250,000 in the event of an oversubscription of
15.00% and above.

MTN Nigeria has a free float of 21.17%, above the 20.00% free-float requirement of companies listed on the
Premium Board of the NGX Limited where the company is currently listed. The sale of 575,000,000 shares by
the Group would increase the free-float of the company to 24.00%.
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BACKGROUND

MTN Group, which controls 78.83% of the issued and fully-paid shares of MTN Nigeria through its two
subsidiaries; MTN International (Mauritius) Limited and Mobile Telephone Network N.I.C.B.V plans to divest
out of 575,000,000 of its holdings, representing 3.58% of its holdings in the Nigerian sub-subsidiary. This is the
first series of a larger equity shelf program where up to 2,814,830,718 shares of MTN Nigeria would be offered
for sale to the investing public. This equity shelf program would see MTN Group over the next three years
possibly reduce its holding in the Nigerian subsidiary to 65% from the current 78.83%.

MTN Group Limited has in recent times been scaling back its holdings in its subsidiaries in some of its
strongholds, including in Ghana, Rwanda, and Zambia among others.

MTN Group Limited cited its intention to introduce a wider base of Nigerian shareholders into the ownership
of MTN Nigeria while also achieving an increase in the company’s free float on NGX as the key reason for the
divestment. This claim can be supported by the fact that in recent times, MTN Nigeria has been increasing the
localization of its management, appointing Nigerians into key managerial roles. The Group also cited how the
offer aims to improve liquidity in the shares of MTN Nigeria.

COMPANY PROFILE

MTN Nigeria is the largest mobile network operator in Nigeria. It has consistently grown its customer base
from 59.9million subscribers at the end of 2014 to 76.5million mobile subscribers at the end of 2020,
representing 37.50% of the total mobile subscribers in the country. Since 2014, MTN Nigeria has only recorded
a decline in subscriber base in 2021, citing regulatory restrictions on new SIM sales and activations as the key
reason for the decline. The company expects this decline in subscriber-base to bottom out in the last quarter
of 2021.

Revenue for MTN Nigeria has been on an uptrend, rising from N825bn in 2014 to N1,608bn (annualized) at the
end of the 9 months period ending 31% September 2021. This represents a 94.91% increase in revenue over
the last 7 years.

While voice revenue continues to be the cash cow, increasing by 47.65% from 2014 to 2021 (annualized),
voice revenue’s share of total revenue has declined significantly over the years, down from 79.03% of total
revenue in 2014 to 59.85% of total revenue in 2021. We expect this trend to continue as other revenue lines;
mainly data and fintech continue to gain traction. Hence data and fintech would going forward significantly
influence the top and bottom line of MTN Nigeria.
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GROWTH PROSPECTS

Data

As of September 2021, MTN Nigeria had 33.2million active data users generating a total revenue of
N488.221bn (annualized), up by over four folds over the last 7 years as data revenue maintained an
accelerated growth trajectory. This brought data revenue share of total revenue to 30.36% in 2021 from a
meagre 11.27% in 2014.

With 101.72million data users in Nigeria in 2021, MTN Nigeria remains the market leader with a 32.64% share
of the data market.

With MTN Nigeria continuing its push for the expansion of its 4G network coverage, and the expression of its
readiness to launch the 5G network in the country, we expect data revenue to continue its accelerated growth
trajectory, further increasing its contribution to the total revenue. Except for any extenuating black swan
event, we expect MTN Nigeria to continue to maintain its current market leadership position in data services.

Fintech

The company has in recent times been pushing its fintech business line through its subsidiary Yello Digital
Financial Services Limited (YDFSL), understanding the huge potential fintech provides. Revenue from fintech
activity stood at N66.981bn (annualized) at the end of the first nine months of 2021, up by almost 16-fold over
the last 7 years from a meagre N4bn it generated in 2014.

The company with a Super Agent License granted by the CBN has a MoMo Agent network of approximately
630,000 agents, being fully ingrained in local communities of Nigeria. MTN Nigeria recently gained approval in
principle by the CBN to operate a Payment Service Bank (PSB), with the full license expected to be granted
within the next 6 months. The Payment Service Bank license, though more restrictive than the Payment
Service Licenses granted in other neighbouring African Countries is a significant upgrade on MTN’s Super
Agent License as it would provide MTN Nigeria with the opportunity through its financial services subsidiary
(YDFSL) to not just keep electronic money value, but also issue debit and prepaid cards, as well as offer
financial advisory.

The Payment Service Bank license is coming later than the company had hoped, hence affecting the early
mover advantage MTN Nigeria had hoped for, with the CBN having already fully approved 3 other Payment
Service Banks. However, the extensive reach of MTN Nigeria’s mobile money agents coupled with the vast
experience of MTN Group in the mobile money business, being the second largest mobile money operator in
Africa (just after Safaricom) is poised to create MTN Nigeria with a significant advantage towards its move to
market leadership in the Nigerian fintech space. This makes YDFSL a likely foster-child of the CBN'’s financial
inclusion drive.

Once the MoMo PSB becomes fully operational, the fintech business with all the opportunities it provides has
the potential to eclipse the revenue generated by most other business lines. We are very optimistic about the
opportunity the PSB license provides to MTN Nigeria.
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CONCLUSION

We maintain a buy recommendation on MTN Nigeria going by the prospects of revenue growth and by
extension a growth in bottom-line it presents. With an intrinsic value of N220, MTN Nigeria presents a positive
alpha to prospective investors with a potential price growth of 30.18% at an offer price of N169.00kobo.

We would recommend our clients to contact our office via info@aptsecurities.com at the earliest for any
further enquiries as well as to place their subscription mandates as the offer closes on the 14™ of December.

APT RESEARCH

Disclaimer:
This report by APT Securities and Funds Ltd is for information purposes only. While opinions and estimates therein have been

carefully prepared, the company and its employees do not guarantee the complete accuracy of the information contained
herewith as information was also gathered from various sources believed to be reliable and accurate at the time of this report.
We do not take responsibility, therefore, for any loss arising from the use of this information.

All Correspondence to APT Securities and Funds Ltd. 29, Marina Street (Church House, 3rd Floor), Lagos.
Tel: 234-1-2719242
E-mail: research@aptsecurities.com,
Website: www.aptsecurities.com
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