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Safaricom PLC is expected to release 1H19 results on 2 November 2018. We expect a
10% growth in revenue mainly driven by M-Pesa and data. EBITDA margin is also
expected to increase on the back improved efficency.
1H19 Overview: This is likely to have been a relatively difficult period for the telco as it
lost some of its market share to its competitors. In a bid to maintain its market share and
increase traffic on its network, the mobile operator had a number of pomotions and also
reduced the price of mobile data. The latest statistics from the Communications Authority
(CA) indicate that Safaricom’s mobile subscriber market share decreased to 65% in June
2018 (from 73% and 67% in June 2017 and March 2018 respectively).
Service revenue: We expect a 10% increase in service revenue mainly driven by growth
in MPesa and fixed data. M-Pesa’s contribution to total reveune is expected to continue
to increase as the contribution of voice revenues declines.
M-Pesa: During the period under review, mobile money interoperability (the seemless
transfer of mobile money from one mobile money wallet to the other, across networks)
was introduced. Despite the lower charges on Airtel and Telcom, interoperability is
unlikely to have had an impact on Safaricom due to the stickiness of M-Pesa customers.
The volume of transactions on the M-Pesa platform is expected to have increased but
revenue growth will be lower as the high revenue earners, such as withdrawals, are
expected to have decreased.
Voice revenue: Voice revenue is expected to remain flat in 1H2019 on the back of a
decrease in ARPU (a trend which began in 2015) due to increased usage as other
means of communication. To increase traffic in the network, Safaricom had a promotion
where it offered inactive voice customers discounted rates on voice calls.
Mobile data: CA estimates that over 99% of internet subscribers access the internet via
mobile phones and other mobile devices. Mobile data is likely to be a growth area for
Safaricom as population and smartphone penetration increases. The heavy investment
in infrastructure has led to superior quality thus despite its relatively high prices,
Safaricom remains the preferred choice for most subscribers. Its market share marginally
increased to 70% in June 2018 from 69% in March 2018. Mobile data margins are likely
to decrease as increased competition from other service providers has forced Safaricom
to reduce prices.
Fixed data: Safaricom has invested in its fixed data infrastructure and had a fixed
footprint of 5,000 km as at the end of March. The uptake of this service has been
encouraging and the opportunity of growth is high as the market is still underserved.
Safaricom is currently the second largest provider with a market share of 21%.
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