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If the Covid-19 lockdowns 
highlighted one thing, it was the 
glaring divide between the fortunes 
of those who have access to mobile 
internet and those who do not. 
For example, school learners in 
rural areas were at an immediate 
disadvantage to urban pupils, where 
migrating from the classroom to 
online lessons was seamless in 
comparison. This is referred to as the 
‘digital divide’. If we then compare 

SSA to the rest of the world, it is a similar picture. MTN 
operates across 19 countries within Sub-Saharan Africa 
(SSA) and the Middle East with Nigeria and SA accounting 
for 100 million of its 272 million subscribers. SSA has the 
lowest number of mobile internet subscribers globally at 
28% of the population, well below North America, Europe 

and China at 77%, 79% and 71% respectively. More glaring 
is the percentage of the population who have no mobile 
internet coverage whatsoever. This stands at 19% for SSA 
versus 1% in the US, Europe and China and 5% for Asia 
Pacific generally. Closing this gap is a huge opportunity for 
companies such as MTN.

Africa remains the continent with the youngest population 
worldwide. Last year, 40% of the population was 15 years 
and younger compared to a global average of 26%. Why is 
this important? Quite simply, mobile internet adoption, the 
core driver for MTN’s revenue, is far more likely to occur 
within a younger age group than older generations as many 
grandparents will attest to when their 5-year-old grandchild 
dials in via WhatsApp! This opportunity is referred to as 
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 � SSA has the lowest number of mobile internet 

subscribers globally at 28% of the population, 
well below North America, Europe and China 
at 77%, 79% and 71% respectively – a big 
opportunity for MTN to help close the gap.

 � Consumers in leading mobile markets like US/
Japan/Europe spent an average of 4.8 hours a 
day on their phones, up 30% over the past two 
years as our lives move online. SSA is catching 
up.

 � MTN’s data traffic has increased five-fold since 
Q1 2019, contributing 31% towards group 
revenue for 2021.

 � Approximately 46% of Africa’s population 
remains unbanked and 95% of payments 
remain cash-based. That is where Fintech 
comes in.

MTN was the best performing member of the JSE Top 40 Index in 2021 (+183.6%). A year ago, to the 
week, we wrote about the potential of its turnaround story having, after having languished for years 
post the record $5.2 billion fine (later reduced to $3.2 billion) by the Nigerian regulators, in 2015. 
This article will look at why the digital divide and demographic dividend remain core drivers of MTN’s 
strategic move into the fintech sector in Sub-Saharan Africa (SSA), the structural shift towards data in a 
post-COVID world and the medium-term opportunities and risks facing Africa’s largest mobile network 
operator.
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MTN has made a remarkable multi-year recovery driven by 
mobile internet adoption and a reduction in debt.

Nick
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the ‘demographic dividend’. GMSA forecast that SSA 
mobile internet users will grow from 303 million in 2020 
to 474 million by 2025, the fastest rate globally. MTN is 
well-placed to benefit from this opportunity due to its brand 
power and network infrastructure across the continent. 

A startling statistic is that c46% of Africa’s population 
remains unbanked and 95% 
of payments remain cash-
based given that 90% of SSA’s 
economies are driven by small, 
often informal, businesses. 
Physical bank branches are also 
few and far between outside 
of SA. This brings us to the 
most exciting growth lever for 
MTN. Fintech, which includes 
any financial transaction that is 
facilitated using technology. Transferring cash payments 
between individuals and businesses via mobile money 
transfers (MoMo) is key. MoMo wallets refer to online 
bank accounts where no physical bank branch or ATM is 
required. Unlike the US where the average monthly revenue 
per user (ARPU) is $40 to $50, in SSA it is closer to $3 to 
$5. At this level, large banks can’t make a profit but telcos 
like MTN can. This is achieved by relying on thousands of 
agents who are responsible for selling cellphone products 
(e.g. airtime) into cities and rural areas. Agents are crucial 
since they have 7x the reach of ATMs and 20x the reach 
of physical bank branches. MTN’s fintech strategy has 
been bolstered by news that it has been awarded a payment 
services bank (PSB) license to operate its MoMo in Nigeria, 
eliminating the need to use a 3rd party bank. That will boost 
margins. In FY21, MTN’s total fintech revenue surged by 
57.3% aided by a 167% increase in transaction volume 

of its MoMo in Nigeria, its most lucrative market. MTN 
has also announced that it intends to complete a structural 
separation of its fintech business, which now contributes 
9% of total revenue, to fully unlock the value inherent in 
this division. Watch this space!

Core to the success of the above strategy is reducing the cost 
of data. Ever since the iPhone was 
launched in 2009 and computers 
began to be replaced by phones, 
telcos have remained competitive 
only if they have successfully 
evolved away from low margin 
voice to higher-margin digital 
services. Radio spectrum is the 
digital highway upon which 
telcos depend to carry increasing 
volumes of mobile data at more 

cost-effective prices. South Africa has among the lowest 
spectrum allocation of all MTN markets. For the first 
time in 17 years, ICASA concluded a successful spectrum 
auction last month. MTN were able to secure high-demand 
spectrum to support its 4G and 5G expansion drive. As the 
price comes down, more people and businesses can afford 
to use mobile internet which is positively correlated to 
GDP growth. For example, MTN is currently working with 
mining companies using driverless vehicles which require 
5G to communicate. There is now a huge case for the 
likes of Durban port to roll out autonomous cranes and in 
future, for thousands of SSA businesses to begin competing 
internationally as spectrum and network infrastructure 
is rolled out. Since Q1 2019, MTN data traffic has risen 
fivefold, and data now contributes 31% of its total revenue.

Fortunately, MTN has been expanding its network 
infrastructure ahead of demand and it was thus well placed 
to reap the rewards of the surge in traffic when the pandemic 
hit. It is an extremely capital intense industry. MTN 
spends $2 billion p.a. on its networks to handle the ever-
increasing volume of traffic. As occurred in the US, there 
will only really be space for 1-3 players in SSA. MTN is 
the number one network provider in most of its geographies 
and the CEO, Ralph Mupita, sees further opportunities via 
consolidation. The biggest risks faced by MTN are firstly 
a failure reduce debt and secondly, any further regulatory 
fines. On the latter, the lofty oil prices should keep the 
Nigerian state coffers full for now but one cannot rule out 
further surprises down the line. It is Africa after all. To 
reduce debt, in 2020 MTN announced a comprehensive 
Asset Realisation Programme (ARP) to sell non-core parts 
of the business. The ARP is progressing well. Debt has been 
reduced from R55 billion in 2019 to R30 billion currently. 
There are many levers still to pull including the sale of its 
stake in global tower company, IHS, valued at R19 billion. 
The stronger balance sheet is one of the reasons for the 

“MTN has been 
expanding its network 
infrastructure ahead of 

demand”
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MTN’s Return on Equity is now back at a respectable level and 
guidance is for a rate of 20% in FY2022.
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improvement in the share price. Further debt reduction will 
only cement this trend. 

MTN last paid a dividend in early 2020 before debt concerns 
and dividend flows out of Nigeria became compromised due 
to Covid. In its last results, the company has reinstated the 
dividend at R3 per share and has guided to a 10% increase 
for the forthcoming year. The yield is relatively low, but 
cash returns should rise in the years ahead as cash flows 
improve. That may bring back many yield-hungry investors 
who sold out previously.

In conclusion, to say that the company has taken shareholders 

on quite a journey, from a low of R29 in March 2020 to R170 
today, is an understatement. MTN’s remarkable turnaround 
story can be attributed to its very astute executive team, 
including ex-CEO Rob Shuter and Ralph Mupita (ex-CFO 
now CEO) and chairman, ex-Finance minister Mcebisi 
Jonas. The company has managed to increase its Return on 
Equity from 17% in FY20 to 19.6% and has guided to over 
20% going forward. As countries emerge from the pandemic, 
governments around the world are looking to the digital 
economy to build more resilient and sustainable economies 
to kick-start economic growth. Despite the strong gains over 
the past two years, the future for MTN looks increasingly 
promising. 

It is clear that Sub-Saharan Africa has been left behind – therein lies the opportunity for MTN.



The topic for the next Insight seminar will be released 
shortly.
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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

@ admin@hhgroup.co.za

W www.hhgroup.co.za

CONTACT DETAILS:

Topic: To be advised

Natal Midlands
Date: TBA
Venue: Oasis Conference Centre,

72 Main Road, Howick
Morning Time: 10am for 10.30am
Evening Time: 5.30pm for 6pm

Johannesburg
Date: TBA
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

https://www.facebook.com/HarvardHouseSouthAfrica
https://www.youtube.com/channel/UCMmM_c5RjK5P-IdRN3JOh7A
https://www.facebook.com/HarvardHouseSouthAfrica
https://www.youtube.com/channel/UCMmM_c5RjK5P-IdRN3JOh7A

