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Vodacom is Africa’s largest telco 
by revenue and is majority-
owned by UK-listed Vodafone 
Plc (60.5%). The company, which 
boasts a footprint of 123.7 million 
customers, has maintained either 1st 
or 2nd position in the 6 countries in 
which it operates whilst Vodacom 
Business Africa offers services 
across 48 countries. Vodacom is 
also the largest mobile operator in 
SA where 73.7% of its profits are 

derived and has recently been voted the country’s 2nd 
most valuable brand by Kantar. Despite its large presence, 
the company has only managed to increase revenues by a 
compound annual growth rate (CAGR) of 4% over the last 
8 years. However, COVID-19 has provided a tailwind for 
global telcos by accelerating the use of mobile devices and 
apps to run our lives. Herein lies the opportunity. 
 
Firstly, Fintech (Financial 
Technology) can be defined as 
when a company uses technology 
to enable financial services of any 
type. To illustrate the rapid growth 
of mobile money in Africa, one 
need look no further than fintech 
poster-child, M-PESA, owned 
by Safaricom (which in turn is 
owned 34.4% by Vodacom.) 
Launched in Kenya in 2007 as 
a way for customers to instantly 
send money to each other, access 
to financial services and products increased 56% by 2019. 
M-PESA is now the largest and most successful fintech 
platform on the African continent with over 50 million 

monthly users who send and receive money, top-up airtime, 
salaries, short-term loans, pay taxes etc. totaling 15.2 billion 
transactions per year! The main reason for M-PESA’s 
success is that it has bridged the gap for the millions who 

have no formal bank account 
since access is such a major issue 
in the vast rural areas through 
financial inclusion. Collectively, 
more than 500,000 businesses 
transact more than $7 billion 
every month using M-PESA. Its 
new innovative Merchant Till 
app allows merchants to run their 
whole business on a Smartphone. 
Vodacom is thus already well 
invested north of the border but 
its Financial Services business in 

SA is only now becoming a major strategic focus. At present 
Financial Services only contribute 12% (R10 billion) of 
Service Revenue but 58m (47% of customers) are active 
users and the low-cost intensity means that it generates a 
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 � Over 500,000 businesses and 50 million users 

transact on Safaricom’s fintech platform, 
M-PESA, per month. Vodacom owns c35% of 
Safaricom.

 � If cash was reduced by just 8% and digital 
transactions increased by 8%, there would be 
an increase of 10-15 billion digital transactions 
annually in South Africa – a huge opportunity.

 � Vodacom has partnered with Alipay to leverage 
off the Chinese giant’s fintech capability to 
create VodaPay, a lifestyle super app for all 
South Africans.

As the world of telecommunication companies (telcos) and Fintech collide, Vodacom is looking to 
further harness the power of technology to cross-sell innovative and profitable products to both 
new and existing customers. Importantly, Vodacom already possesses a strong set of fintech assets 
that is the envy of many competitors and start-ups alike. This article will focus on Vodacom’s 
exciting fintech opportunity as it leverages M-PESA’s huge success by partnering with Alipay 
to launch a lifestyle super app called VodaPay. This strategy aims to drive long term returns for 
shareholders whilst uplifting the lives of millions of Africans in the process.

Nick
Rogers

“M-PESA is now the 
largest and most 
successful fintech 

platform on the African 
continent”
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higher profit margin than the core mobile business. Being a 
large telco, Vodacom has a distinct competitive advantage 
to ramp up the division’s revenue, mainly due to: 

1. A strong brand presence – financial services like 
insurance or loans are seen as grudge purchases but less 
so when done via your cell phone provider especially 
within a lifestyle app.

2. Trust is crucial, especially when parting with money 
online and risk is also reduced for both the customer 
and Vodacom.

3. Vodacom already has an established nationwide 
infrastructure that can take decades and billions of 
Rands in capital expenditure to replicate.

4. Millions of Africa’s unbanked people live in rural areas 
with limited access to physical banks/ATMs but most 
have a cell phone connection.

Vodacom’s financial services division has seen major 
growth over the past four years – growing from a loss-
making entity into one that contributes R1 billion in profit 
with 13.3m customers using its products. One only has to 
look at the past 5-year growth rate of 32% CAGR to see the 
momentum at play.

It’s not yet common knowledge that Vodacom is the 
only Telco with an insurance license and the 5th largest 
insurer in SA by profit, boasting the highest profit margin 
in the industry, thanks in part to its established physical 
infrastructure, customer base and low cost of technology. 
Having all the customer’s FICA data in the system as well 
as vast data on every individual’s behaviour massively 
reduces risk. Artificial Intelligence (AI) or machine learning 
is used to analyse billions of data points and find patterns 
that can prove very insightful. For example, there is a high 

correlation between certain groups of people who get up 
between 4 AM and 6 AM and improved creditworthiness, 
and people who maintain their cellphone battery charge at 
between 50% & 100% are less likely to default on certain 
loans than those who don’t. That’s right, your phone knows 
so many things about you and if used ethically and within 
the laws, telcos have information gold at their fingertips. 

Extracting this data and using tried and tested products/
technology is vital - enter China’s version of Amazon, 
Alibaba. Vodacom have partnered with its fintech arm, 
Alipay. The Alipay app currently reaches over one billion 
users and 80 million merchants. Alipay will provide 
Vodacom with hugely advantageous fintech intelligence 
from financial services to app development, data analytics 
and AI to launch its new super app, VodaPay, shortly. It 
aims to replicate Alipay’s lifestyle platform and provide 
as many daily services as possible to customers. Already, 
more than 70 merchants (including Makro) have signed up. 
VodaPay will offer a range of insurance products such as 
device, life, funeral, health cover and business cover too. 
Facilitating payments and solutions for small-medium 
enterprises (SMEs) is where a further growth lever will 
come from. It takes just 10 mins for an SME to apply for a 
loan on VodaLend, less than 4 hours to receive a response 
and if successful, cash is transferred within 24 hours! Since 
SMEs provide the majority of employment in SA and 
Africa, VodaPay’s launch is fantastic news especially with 
unemployment at a record high.

“It will potentially help previously underserviced SMEs 
access to the best financial services solutions such as lending 
through VodaLend, access to business insurance products 
as well as being able to seamlessly order products from 
suppliers. We live in a country where the cost of cash-less 
transacting is quite high for small merchants. The primary 
focus of every development on this super-app is to deliver 
a seamless and value-adding experience to everyone who 
uses it, in a cost-efficient way.” (CEO Shameel Joosub) 
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VODACOM: FINTECH REVENUES

Revenue from Financial Services has grown at a compound 
annual rate of 32% over the past five years, and they’re just 
getting started.

As well as a leading telco in South Africa, Vodacom is also a 
leading insurer and fintech enabler.
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Anyone with a South African phone number and bank 
account can use VodaPay but Vodacom will zero-rate (no 
charge) data usage for its own 
customers. A recent article by 
Anton van der Merwe, COO 
of Ukheshe Technologies, 
mentioned that over 70% of 
South Africans would want to 
transact on their phone, while 
there are an estimated 1 million 
township merchants who could 
be added to the fintech space. If 
cash was reduced by just 8% and 
digital transactions increased by 
8%, there would be a shift of 10-
15 billion digital transactions annually! Capitec, Pepkor, 
Foschini, MTN, Firstrand and Standard Bank to name a 
few are all investing in fintech services, driving the cost of 
business down which is great news for both business and 
consumers alike.

In conclusion, Vodacom is a core holding due to its solid 
and reliable 6% dividend yield. We are excited that after 

watching the share consolidate 
in a sideways trend for years, the 
company is now embarking on 
a new growth trajectory. There 
is a possibility, as mentioned 
by the CEO recently, that the 
Fintech arm may be separately 
listed to unlock value. With just 
over 30% of customers currently 
using a smartphone across its 
international markets, a massive 
untapped opportunity in the data 
space still exists. One thing is 

for sure, with rival MTN also cashing in on fintech, the 
competition is heating up as global players look to Africa 
for growth. The AliPay partnership could well prove to 
be a masterstroke. Furthermore, Vodacom could benefit 
handsomely as it transfers the knowledge gained from 
VodaPay into M-Pesa. An exciting future lies ahead. 

Vodacom towers  in Soweto, Johannesburg.

“There is a possibility, as 
mentioned by the CEO 

recently, that the Fintech 
arm may be separately 
listed to unlock value.”



Please note, due to the concerns over the 3rd wave of 
Covid, Harvard House has decided to cancel our Insight 
presentations until further notice.
. 
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For more information on the range of products and services 
offered by Harvard House Investment Management and its 
associated companies (including Harvard House, Chartered 
Accountants), or for any financial advice, please contact the 
Company at:

HARVARD HOUSE GROUP
G 3 Harvard Street, Howick, 3290, South Africa

+ P.O. Box 235, Howick, 3290, South Africa

( +27 (0) 33 330 2164

7 +27 (0) 33 330 2617
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CONTACT DETAILS:

Topic: n/a

Natal Midlands
Date: TBC
Venue: Fernhill Hotel

Midmar / Tweedie Road
Howick

Morning Time: 10am for 10.30am
Evening Time: 5.30pm for 6pm

Johannesburg
Date: TBC
Venue: Rosebank Union Church, Cnr 

William Nichol and St Andrews 
Road, Hurlingham

Time: 7am for 7.30am

Harvard House is on Facebook

Harvard House is on YouTube
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