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MTN Nigeria Communications Plc BUY

Data strength and cost efficiency anchor re-rating Target Price: N669.42
Ref Price: N472.00

Following the release of MTN Nigeria Communication Plc’s (MTNN) 9M'25

. . . . Samuel Gbadebo
earnings and subsequent conversations with management, we raise our

samuel.gbadebo@cardinalstone.com

Target Price ("TP") upwards for the company. Our revision underscores

MTNN's firm grip on the data market and its ability to sustain growth Kayode Eseyin
kayode.eseyin@cardinalstone.com

despite challenging conditions, with a 20.8% YoY surge in average data

usage despite the c¢.40.0% increase in data prices. Notably, voice revenue Philip Anegbe, CFA
also posted modest growth, defying the global trend of cannibalisation by philip.anegbe@cardinalstone.com

data services. In light of the strong performance and a more favourable

macro backdrop, we revised our valuation assumptions, lowering the risk-
t Dat.
free rate to 16.4% (from 18.0%) in line with moderating FGN bond yields, SHReRTee

and adjusting the equity risk premium to 13.8% (from 14.3%). These Market Cap (N’trillion) 9.91
revisions support a higher 12-month target price of N669.42 and an
) . . Last close price (N) 472.00
upgrade in our recommendation to BUY (previously HOLD).
52-week high-low price (N) 520.10/ 170.00
Data usage to continue to defy gravity SRR e eI i) —
The demand for data in Nigeria remains highly inelastic, even amid 2025’s
strong price increases. This enduring demand is propelled by an 1-year price performance (rebased)
entrenched digital lifestyle among a young, mobile-first population and g VNN
the proliferation of platforms like TikTok, YouTube, and Instagram. 5 80
Further, soaring adoption of remote-work tools, fintech apps, and e- 250
commerce platforms has made data indispensable, diminishing sensitivity 2.20
to price hikes. We expect this trajectory to endure through the year and 1.90
now forecast 75.0% YoY data revenue growth (vs. 68.2% prior and 73.2% i'gg M_,/V/
in 9M’25). Our estimates indicate FY’25 data revenue could climb to L J
N2.78 trillion, capturing 53.9% of group revenue (versus a five-year 0.70
average of 36.9% and 47.3% at the year's outset), cementing its status as i ﬁ :’; 2 g
o =2 < = &)

the largest contributor. We sustain our 40.0% projection for voice
revenue growth in 2025, mirroring the 9M’25 run rate, and expect group
revenue to jump 53.5% to N5.16 trillion (vs. N5.05 trillion prior). For Source: Bloomberg, Cardinalstone Research
FY’26, we adopt a more cautious data revenue growth estimate of 35.0%

YoY to adjust for the elevated 2025 base. We project voice revenue to

advance 8.8% in 2026, aligning with its pre-2025 five-year average.
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Figure 1: Revenue contributions across segments
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Source: Company Financials, CardinalStone Research

Cost efficiency to support EBITDA growth

As of 9M’25, MTNN’s EBITDA margin reached 51.4% (vs. 36.3% in 9M’24
and our FY estimate of 51.7%), fueled by cost savings from renegotiated
tower leases and ongoing operational streamlining. We expect this
momentum to persist into year-end and thus uphold our full-year EBITDA
margin forecast. For 2026, the low Q1’25 base (46.6%) paired with
sustained cost-optimisation, positions margins for further expansion.
Consequently, we forecast an EBITDA margin of 52.9% for FY’26. Over the
next five years, we project margins to average 54.6%, anchored by
continuous efficiency gains, restrained cost inflation, and stronger
operating leverage from data-driven growth.

Restored balance sheet sets stage for strong dividend payouts

The N5.00 interim dividend announced for Q3’25 signals the conclusion of
MTNN’s balance sheet restoration after five successive quarters of
positive earnings, as the company logged positive equity for the first time
in seven quarters. In FY’25, we expect MTNN to declare a final dividend of
N10.20, with total dividend printing at N15.20, representing 30.7% of
FY’25 EPS. In FY'26, we forecast a total dividend of N52.38 per share,
which translates to a dividend yield of 11.1% at the current market price,
under a conservative 71.7% payout ratio. This is significantly below the
MTNN’s 2019-2022 average payout of 88.0%, leaving potential upside for
whenever management resumes its pre-repair distribution approach. Over
the next five years (excluding 2025), we project an average dividend per
share of N82.85, implying an average dividend yield of 17.6%, which is a
notable premium to the NGX-ASI’s current yield of 3.2%.

Figure 2: Revenue trend and projections (N’trillion)
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Figure 3: Dividend (Naira) payment history and expectations
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Source: Company Financials, CardinalStone Research

Supplier financing to support FCFF

Over the past five years, MTNN has adeptly harnessed strong patronage
from its mostly prepaid customer base; while simultaneously extending
supplier payment timelines (mainly tower firms, whose invoices usually
arrive at quarter-end). This approach has enabled robust cash flow
management, maintaining a negative cash conversion cycle (CCC),
averaging 160 days in the period. The trend intensified in FY’'24, as
payable days soared to 283 after renegotiations designed to curb rising
cash burn under mounting cost pressure. Although supplier financing is
set to continue through 2025, we expect CCC to normalise as operations
improve and base effects pass. We project a CCC of —189 days for FY’25,
and over the medium term, forecast an average CCC of —154 days, in line
with its historical five-year mean.

Figure 4: MTNN to continue enjoying supplier financing
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Valuation and recommendation

We raise our 12-month target price to N669.42 per share (from
N526.94), reflecting a 41.8% upside. This update results from a lower
risk-free rate of 16.4% and risk premium of 13.8%, as well as a higher
emphasis on FY’26 earnings in our relative valuation methodologies. Our
target implies an exit P/E of 10.0x, which remains conservative versus
MTNN’s historical average of 17.9x and compares favorably with the
peer forward multiple of 12.6x.
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Figure 5: Summary of financials

Income Statement (N'billion) 2024A 2025E 2026F 2027F Il Cashflow Statement 2024A 2025E 2026F 2027F
Revenue 3,360.83 5,157.20 6,462.51 7,803.12 Cash flow from operating activities 868.90 2,147.69 2,493.73 3,102.26
COGS (528.19) (722.01) (898.94) (1,078.39)  o/w Depreciation & amortization 535.16 638.13 797.01 965.42
Gross profit 2,832.64 4,435.19 5,563.57 6,724.73 o/w Changes in working capital 97.82 447.31 127.77 134.52
Operating Expenses (1,519.25) (1,768.92)  (2,145.55) (2,532.11)
EBITDA 1,313.40 2,666.27  3,418.02 4,192.62  Cash flow from investing activities (238.40) (1,229.25) (1,583.31) (1,841.54)
D&A (535.16) (638.13) (797.01) (965.42)  o/w Capital expenditure (443.48) (928.30)  (1,137.40) (1,342.14)
EBIT 778.24 2,028.14 2,621.01 3,227.20 as % of sales 13.2% 18.0% 17.6% 17.2%
Net Interest (1,328.57) (510.65) (379.66) (366.75)
PBT (550.33) 1,517.49 2,241.35 2,860.45 Cash flow from financing activities (736.84) (527.26) (1,176.87) (1,385.02)
Tax 149.89 (455.25) (672.41) (858.14)  o/w Dividends paid B (318.67)  (1,098.26) (1,401.62)
PAT (400.44) 1,062.25  1,568.95 2,002.32  o/w Debt issued/(repaid) (525.33)  (275.52) (69.22) 67.96
Profit attributable to equilty holders (399.45) 1,037.59 1,532.53 1,955.85 Net change in cash (106.34) 391.18 (266.46) (124.29)
Cash & cash equivalent at the beginning of the year 345.17 253.41 644.59 378.13
EPS (19.05) 49.49 73.09 93.28 Effects of exchange rate on changes in cash 14.58 - - -
DPS NM 15.20 52.38 66.85 Allowance for credit losses (0.03) (0.03) (0.03) (0.03)
Payout ratios NM 30.7% 71.7% 71.7% Cash & cash equivalent at the end of the year 253.38 644.56 378.09 253.80
Shares outstanding (billions) 20.97 20.97 20.97 20.97
Balance Sheet (N on) 2024A 2025E 2026F 2027F Ratio Analysis 2024A 2025E 2026F 2027F
Cash and cash equivalents 253.38 644.56 378.09 253.80 Gross Margin 84.3% 86.0% 86.1% 86.2%
Accounts receivable 367.71 423.88 497.68 514.83 EBITDA Margin 39.1% 51.7% 52.9% 53.7%
Restricted Cash 107.02 41.75 41.75 41.75 EBIT Margin 23.2% 39.3% 40.6% 41.4%
Other current assets 63.22 149.01 150.43 150.92 Net Profit Margin NM 20.6% 24.3% 25.7%
Current assets 791.34 1,259.20 1,067.95 961.29
ROAE NM NM 300.7% 189.4%
PP&E 1,248.30 1,789.17 2,405.64 3,080.67 ROAA -10.8% 22.8% 29.0% 32.9%
Intangible assets 408.78 382.24 387.87 410.33 OPEX/Sales 45.2% 34.3% 33.2% 32.5%
Other non-current assets 1,748.57 1,680.52 1,844.72 2,023.35
Total assets 4,196.99 511112  5,706.18 6,475.64  Debt/Equity (x) NM 10.64x 3.92x 2.20x
Debt/EBITDA (x) 2.5x 1.1x 0.9x 0.7x
Short-term borrowings 336.33 241.08 217.15 240.64 Sales/Assets (x) 0.8x 1.0x 1.1x 1.2x
Trade and other payable 1,191.42 1,397.86 1,600.84 1,753.00 Assets/Equity (x) NM 17.85x 7.54x 4.77x
Other short-term liabilities 460.58 623.96 622.79 616.36 Interest cover (x) 1.8x 3.7x 5.9x 7.3x
Current liabilities 1,988.32 2,262.90 2,440.78 2,610.01 Tax rate NM 30.0% 30.0% 30.0%
Long-term debt 636.59 456.31 411.02 455.49
Other long-term liabilities 2,030.09 2,105.52 2,097.30 2,052.37 Revenue YoY Growth 36.1% 53.5% 25.3% 20.7%
Total liabilities 4,655.00 4,824.73 4,949.10 5,117.87 EBITDA YoY Growth 9.2% 103.0% 28.2% 22.7%
EPS YoY Growth NM NM 47.7% 27.6%
Shareholders' equity (458.01) 286.39 757.08 1,357.77
Total liabilities & equity 4,196.99 5,111.12 5,706.18 6,475.64
BVPS (21.84) 13.66 36.11 64.76
y/y Growth NM NM 164.3% 79.3% Valuation 2024A 2025E 2026F 2027F
EV/EBITDA (x) 6.5x 4.6x 3.7x 3.0x
Net debt 3,002.96 2,402.37 2,590.22 2,731.12 Dividend Yield NM 3.2% 11.1% 14.2%

Source: Company financials, CardinalStone Research
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Disclosure

Analyst Certification

The research analyst(s) denoted by an “*” on the cover of this report certifies (or, where multiple research analysts are primarily

uxn

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 2 +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

aie By Sell Hold Negative Watch
% of total recommendations 56% 19% 26% 0%
% with investment banking relationships 0% 0% 0% 0%

CardinalStone Research distribution of ratings/Investment banking relationships as of November 12, 2025

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

MTN Nigeria Communications PLC A

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.

|. 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

o. 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.
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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

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 authorized and regulated by the Securities and Exchange Commission (SEC)
to conduct investment business in Nigeria.
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