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AIRTEL AFRICA Plc

Recalibrating growth trajectory on operational
performance

We have updated our views on Airtel Africa Plc (NGSE: AIRTELAFRI),
supported by the company's impressive FY'25/26 performance and
management guidance. This update included adjustments to our
revenue outlook, driven by higher CAPEX outlays in key markets. It also
accounted for sustained cost-optimisation strategies expected to
slightly offset higher energy costs in the near term and leave the mean
operating profit margin mostly flat at 33.3% over the next five years
(vs 33.8% in prior forecasts). We also made adjustments to valuation
metrics, particularly the equity risk premium (ERP) and equity beta,
which moved from 13.8% and 1.11 to 12.6% and 1.28, respectively,
reflecting macro improvements and relative changes in returns.
Overall, we maintain a positive outlook on the ticker, supported by
robust demand, sustained network investments, and a reduction in
business risk, attributable to the moderation in net debt excluding
leases. We have kept our BUY recommendation unchanged and
updated our 12-month Target Price ("TP") to N5,818.43/share from
N3,904.82 previously.

Revenue momentum remains structurally strong

AIRTELAFRI reported a 29.4% YoY surge in revenue in FY'25/26
(compared to a 0.5% YoY decline in FY'24/25). The rebound in topline
was primarily driven by tariff increases in Nigeria, faster smartphone
penetration, increased data consumption, and higher mobile money
usage across its footprint. Going forward, with AIRTELAFRI structurally
positioned to benefit from Africa's digital and financial inclusion
opportunities, Group revenue momentum is likely to persist in the
near-to medium-term (i.e., rising to $7.8 billion in FY'26/27 and to
$9.2 billion in FY’27/28).

In Nigeria, underlying demand conditions remained encouragingly
solid in FY'25/26, underpinned by economic stability, favourable
inflation, and lower interest rates. Most crucially, the quality of
growth improved, with smartphone penetration up 5.3ppts to 54.9%
and smartphone usage per customer jumping to 13.7GB/month from
11.1GB previously, leading to a 63.6% gain in data income in the
review period. We believe this supports the fundamental shift to a
more data-centric earnings mix, which aligns with customer behaviour
and preferences.
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In East Africa, the business remained resilient despite strong
competition, with robust growth driven by higher data consumption,
stronger smartphone penetration, and overall customer growth. Mobile
money continues to be a major growth driver in the region, with client
growth of 15.8% and new use cases driving a 26.1% increase in mobile
money income. We believe this traction will continue to be supported
by AIRTELAFRI's strong capacity to cross-sell and achieve better wallet
share across its telecom customer base. Elsewhere, Francophone Africa
delivered a solid performance once again, aided by record net
additions, a positive macro environment, and ongoing investment in the
network. Data income grew 37.9%, and data traffic jumped 62.2%,
driven by subscriber growth and higher usage intensity.

At the Group level, subscribers grew to 183.5 million (+10.5% YoY),
while smartphone penetration rose to 49.5% from 42.5%. Data sales
increased by 40.3% and became the single largest contributor to Group
revenue, further supporting AIRTELAFRI's long-term investment
strategy in network development and scaling of digital infrastructure.
On other fronts, Airtel Money is well-positioned for significant
underlying growth, aided by cross-selling. The scope for cross-selling is
underlined by management's communication that only 30.0% of its
customers currently utilise mobile money services, underscoring further
runway for financial inclusion-led growth in this segment.

Overall, we expect the combination of growing smartphone adoption,
rising data consumption intensity, and increasing fintech penetration to
continue to underpin strong topline growth.

Figure 1: Number of adults with bank accounts in Figure 2: Fixed home broadband penetration
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Figure 3: Median age estimate showcases long term data Figure 4: Revenue ($’billion) trend and projection
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CAPEX commitments align with market opportunities

AIRTELAFRI expanded its capital deployment in FY'25/26, with CAPEX
rising 31.9% YoY to $884.0 million, driven by accelerated investments in
network coverage, capacity development, distribution infrastructure,
and new growth verticals. The Group rolled out over 3,250 locations
throughout the year, 98.5% of which are now 4G equipped, while fibre
infrastructure increased to 81,900km, up 3,200km. We believe these
investments are becoming major revenue enhancers as expanding
smartphone adoption and accelerating data consumption continue to
drive network utilisation across key countries. More crucially,
AIRTELAFRI seems to be moving beyond its typical connectivity
business. The alliance with SpaceX is anticipated to increase coverage in
underserved and rural areas, while home broadband, enterprise
services, and data centres remain significant long-term growth drivers.
We believe the Group's capital deployment is closely aligned with the
large digital and financial inclusion opportunities across its footprint.
Mostly retaining its allocation preferences, AIRTELAFRI communicated a
FY'26/27 CAPEX guidance of ¢.$1.1 billion (vs $875.0-5900.0 million in
FY’25/26), but we have adopted a more conservative $1.0 billion for
FY'26/27 in our model.

Energy cost pressures to drive temporary margin weakness

In FY’25/26, AIRTELAFRI posted a 310bps increase in EBITDA margin to
49.3%, underpinned by cost-optimisation initiatives, strong operating
leverage, and relative macroeconomic stability across its main regions.
The cost optimisation strategies included connecting off-grid facilities to
the power grid and expanding solar and storage solutions. In FY'26/27,
however, we expect the company to face near-term cost pressures due
to rising energy prices. Indeed, management identified rising gasoline
prices as a key near-term risk to profitability, with the potential to
impair the EBITDA margin by 2.5%—3.0% if current pricing conditions
persist. In particular, a 10.0% increase in fuel costs is expected to add a
cost impact of c. $35.0-40.0 million. Consequently, we forecast EBITDA
and PAT margins of 48.5% and 11.4%, respectively, for FY'26/27 (vs
49.3% and 12.7% in FY'25/26).
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Looking ahead, the combination of increased adoption of renewable
energy and the transition to on-grid power where available (to reduce
diesel costs) should support margins over the medium term. We
forecast an average EBITDA margin of 49.7% over FY'27/28-FY'30/31.

Valuation and recommendation

Following revisions to our model, we maintain our BUY rating on
AIRTELAFRI and raise our 12-month TP to N5,818.43, which implies a
potential upside of 59.2% from the current market price of N3,655.70.
With a forward EV/EBITDA multiple of 4.1x, the stock trades at a
discount to the MEA peer median of 4.8x. This discount highlights the
ticker's relative value, with investors yet to fully price in future earnings
growth.

Other key valuation-related adjustments include the following:
* ERP was reduced to 12.6% from 13.8% previously

* The 10-year Eurobond yield was updated to 7.15% from 7.68%
previously

* Abetaof 1.11 was deployed (vs 1.28 in the previous publication).

Figure 5: AIRTELAFRI trades at a discount to its MEA peer median forward EV/EBITDA
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Figure 6: Summary of financials

Income Statement ($'million) 24/25A 25/26F 26/27F 27/28FCashflow Statement ($'million) 24/25A 25/26F 26/27F 27/28H

Revenue 4,955.0 6,415.0 7,753.0 9,177.8  Cash flow from operating activities 2,266.0 3,195.0 3,227.4 3,724.1

COGS (1,473.0) (1,737.0) (2,211.7) (2,590.6) o/w Depreciation & amortization 831.0 1,047.0 1,349.3 1,511.2

Gross profit 3,482.0 4,678.0 5,541.3 6,587.2  o/w Changes in working capital 287.0 401.0 188.7 231.8

Other income 22.0 27.0 27.0 27.0

Operating Expenses (1,216.0) (1,543.0) (1,807.1) (2,130.0) Cash flow from investing activities (562.0) (986.0) (2,407.1) (2,693.5)

EBITDA 2,288.0 3,162.0 3,761.3  4,484.2 o/w Capital expenditure (670.0) (884.0) (1,003.2) (1,178.4)

D&A (831.0) (1,047.0) (1,349.3) (1,511.2) as % of sales 13.5% 13.8% 12.9% 12.8%

EBIT 1,457.0 2,115.0 2,412.0 2,973.1

Net Interest (822.0) (713.0) (806.2) (768.8)  Cash flow from financing activities (1,543.0) (1,591.0) (1,158.6) (954.5)

Net monetary gain 26.0 17.0 - - o/w Dividends paid (229.0) (246.0) (282.1) (307.5)

PBT 661.0 1,419.0 1,605.8  2,2043 o/w Debt issued/(repaid) (1,400.0) (1,164.0) (900.1)  (766.1)

Tax (333.0) (606.0) (722.6) (991.9)

PAT 328.0 813.0 883.2  1,212.4  Netchange in cash 161.0 618.0 (338.3) 76.2
Cash & cash equivalent at the beginning of the year 392.0 (80.0) 646.0 307.7

Earnings attributable to parent 220.0 679.0 768.4 1,054.8 Effects of exchange rate on changes in cash (1.0) 107.0 - -
Cash & cash equivalent at the end of the year 552.0 645.0 307.7 383.8

EPS ($) 0.06 0.19 0.21 0.29

DPS ($) 0.07 0.07 0.08 0.08

Payout ratio 109.4% 38.3% 37.0% 29.4%

Shares outstanding (‘million) 3,703.07 3,663.77 3,663.77 3,663.77

Balance Sheet ($'million) 24/25A 25/26F 26/27F 27/28FlRatio Analysis 24/25A 25/26F 26/27F 27/28H

Cash and cash equivalents 552.0 646.0 307.7 383.8  Gross Margin 70.3% 72.9% 71.5% 71.8%

Accounts receivable 203.0 193.0 190.8 188.1  EBITDA Margin 46.2% 49.3% 48.5% 48.9%

Balance held under mobile money trust 67.0 90.0 90.0 90.0  EBIT Margin 29.4% 33.0% 31.1% 32.4%

Other current assets 1,339.0 1,976.0 1,974.9 1,974.6  Net Profit Margin 6.6% 12.7% 11.4% 13.2%

Current assets 2,161.0 2,905.0 2,563.4 2,636.6
ROAE 12.9% 26.0% 23.3% 26.7%

PP&E 2,086.0 2,425.0 2,790.5 3,234.6 ROAA 3.0% 6.3% 6.2% 7.9%

Other intangible assets 810.0 871.0 1,149.5 1,457.4  OPEX/Sales 24.5% 24.1% 23.3% 23.2%

Other non-current assets 6,966.0 7,762.0 8,208.5 8,677.4

Total assets 12,023.0 13,963.0 14,7119 16,006.0 Debt/Equity (x) 2.16x 1.84x 1.56x 1.31x
Debt/EBITDA (x) 2.61x 2.03x 1.69x 1.46x

Short-term borrowings 1,095.0 1,019.0 901.2 791.6  Sales/Assets (x) 0.41x 0.46x 0.53x 0.57x

Trade payable 485.0 612.0 797.4 1,026.3  Assets/Equity (x) 4.33x 4.00x 3.60x 3.21x

Other short-term liabilities 2,662.0 3,361.0 3,389.2 3,422.5 Interest cover (x) 2.20x 2.44x 2.88x 3.68x

Current liabilities 4,242.0 4,992.0 5,087.9 52404 Effective taxrate 50.4% 42.7% 45.0% 45.0%

Long-term borrowings 1,226.0 1,169.0 886.7 730.1

Other long-term liabilities 3,780.0 4,314.0 4,648.2 5,041.5 Revenue YoY Growth -0.5% 29.5% 20.9% 18.4%

Total liabilities 9,248.0 10,475.0 10,622.8 11,012.0 EBITDA YoY Growth -4.9% 38.2% 19.0% 19.2%
EPS YoY Growth NM 211.9% 13.2% 37.3%

Equity 2,775.0 3,488.0  4,089.1 4,994.0

Total liabilities & equity 12,023.0 13,963.0 14,711.9 16,006.0

BVPS 0.75 0.95 112 1.36

y/y Growth 22.2% 27.0% 17.2% 22.1%  \EIEL) 24/25A 25/26F 26/27F 27/28H
EV/EBITDA (x) 5.97x 7.88x 4.28x 3.61x

Net debt 5,430.0 5,766.0 6,066.7 6,150.9 Dividend Yield 4.6% 4.5% 2.9% 3.2%

Source: Company financials, CardinalStone Research
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responsible for this report, the research analysts denoted by an on the cover or within the document individually certifies, with respect

to each security or issuer that the research analyst(s) cover in this research) that: (1) all of the views expressed in this report accurately
articulate the research analyst(s) independent views/opinions, based on public information regarding the companies, securities, industries
or markets discussed in this report. (2) The research analyst(s) compensation or remuneration is in no way connected (either directly or
indirectly) to the specific recommendations, estimates or opinions expressed in this report.

Analysts’ Compensation: The research analyst(s) responsible for the preparation of this report receive compensation based upon various
factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues, which include
revenues from, among other business units, Investment Banking and Asset Management.

Investment Ratings

CardinalStone employs a 3-step rating system for equities under coverage: Buy, Hold, and Sell.
Buy > +15.00% expected share price performance

Hold +0.00% to +14.99% expected share price performance

Sell < 0.00% expected share price performance with weak fundamentals

A BUY rating is given to equities with strong fundamentals, which have the potential to rise by at least +15.00% between the current price
and the analyst’s target price

An HOLD rating is given to equities with good fundamentals, which have upside potential within a range of +0.00% and +14.99%,

A SELL rating is given to equities that are highly overvalued or have weak fundamentals, where potential returns of less than 0.00% are
expected between the current prices and the analyst’s target prices.

A NEGATIVE WATCH is given to equities whose fundamentals may deteriorate significantly over the next six (6) months, in our view.

A POSITIVE WATCH is given to equities whose fundamentals may improve significantly over the next six (6) months, in our view

Rating e Sell Hold Negative Watch
% of total recommendations 57% 11% 32% 0%
% with investment banking relationships 0% 0% 0% 0%

CardinalStone Research distribution of ratings/Investment banking relationships as of June 08, 2026

Valuation and Risks: Please see the most recent company-specific research report for an analysis of valuation methodology and risks on
any security recommended herein. You can contact the analyst named on the front of this note for further details.

Frequency of Next Update: An update of our view on the company (ies) would be provided when next there are substantial
developments/financial news on the company.

Conflict of Interest: It is the policy of CardinalStone Partners Limited and its subsidiaries and affiliates (individually and collectively
referred to as “CardinalStone”) that research analysts may not be involved in activities that suggest that they are representing the interests
of Cardinal Stone in a way likely to appear to be inconsistent with providing independent investment research. In addition, research
analysts’ reporting lines are structured to avoid any conflict of interests. For example, research analysts are not subject to the supervision
or control of anyone in CardinalStone’s Investment Banking or Sales and Trading departments. However, such sales and trading
departments may trade, as principal, based on the research analyst’s published research. Therefore, the proprietary interests of those
Sales and Trading departments may conflict with your interests.
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Company Disclosure:

CardinalStone may have financial or beneficial interest in securities or related investments discussed in this report, which
could, unintentionally, affect the objectivity of this report. Material interests, which CardinalStone has with companies or in
securities discussed in this report, are disclosed hereunder:

Company Disclosure

AIRTEL AFRICA PLC

a. The analyst(s) holds personal positions (directly or indirectly) in a class of the common equity securities of the Company.
b. The analyst(s) responsible for this report, is a board member, officer, or director of the Company.

c. The analyst(s) or their associates have any family or close personal relationships with employees, directors, or key
stakeholders of the Company.

d. The analyst(s) has received gifts or benefits from the Company exceeding thresholds during the past 12 months.

e. The analyst(s) have materially relied on unaudited or third-party data provided directly by the Company in preparing this
report.

f. CardinalStone is a market maker in the publicly traded equities of the Company

g. CardinalStone has been lead issuing house/arranger or joint issuing house/arranger over the past 12 months of any publicly
disclosed offer of securities of the Company

h. CardinalStone beneficially owns 1% or more of the equity securities of the Company.

i. CardinalStone or a member of its management team (including officers, directors, or senior executives) beneficially owns 1%
or more of the equity securities of the Company.

j. The Company owns more than 5% of the issued share capital of CardinalStone

k. CardinalStone or its affiliates have securities or derivatives thereof included in proprietary trading positions related to the
Company.

I. CardinalStone holds a major interest in the debt of the Company
m. CardinalStone has received compensation for investment banking activities from the Company within the last 12 months

n. CardinalStone intends to seek or anticipates receiving compensation for investment banking services from the Company in
the next 3 months

0. CardinalStone has received non-investment banking compensation (e.g., advisory) from the company within the last 12
months.

p. CardinalStone has received, or expects to receive, compensation from the Company for advisory or other services related to
the Company’s market activities in the next 12 months.

g. Shareholder and/or bond register(s) managed by CardinalStone Registrars Limited
r. The Company is a client of CardinalStone

s. CardinalStone or its affiliates, are subject to supervision, inspection, or enforcement by the Company in the ordinary course
of business.

t. A member of management team (including board members, officers, or directors) is associated with the Company as a board
member, officer, or director.

u. CardinalStone or a senior management staff member is involved in ongoing regulatory matters, investigations, or reviews
involving the Company
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v. The content of this research report has been communicated with the Company, following which senior management or
relevant executives at the company approved the report. However, no influence was exerted by the management team on the
content or recommendations.

Important Regional Disclosures

The analyst(s) involved in the preparation of this report may not have visited the material operations of the subject Company
(ies) within the past 12 months. To the extent this is a report authored in whole or in part by a Non-U.S. analyst and is made
available in the U.S., the following are important disclosures regarding any Non-U.S. analyst contributors: The Non-U.S.
research analysts (denoted by an * in the report) are not registered/qualified as research analysts with FINRA; and therefore,
may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on communications with a subject company, public
appearances and trading securities held by a research analyst account. Each analyst (denoted by an *) is a Non-U.S. Analyst and
is currently employed by Cardinal Stone.

Legal Entities

Legal entity disclosures: CardinalStone Partners is authorised and regulated by the Securities and Exchange Commission (SEC)
to conduct investment business in Nigeria.
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