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SAFARICOM| HY25 COMPANY UPDATE

Safaricom released its HY 2025 financial results Share Data Safaricom Group Plc
posting a largely impressive set of results for the
Kenya business. The overall group performance was
however undermined by the Ethiopia business.
Earnings per share declined to KES 0.70 from KES 0.85
in the previous financial year.

Key Highlights

Profitability: PAT for the Group declined by 63.2% to
KES 10.01Bn aftributable to increase in operating
expenses and subdued performance in Ethiopia.

Net income for Kenya, which includes the company
performance and Kenyan based subsidiaries grew
14.1% vy/y to KES 47.50Bn supported by robust
performance across all service lines which was
driven by sustained growth in customers and usage.

Revenue: Safaricom's total revenue grew by 15% to
KES 189.4Bn in HY25 from KES 164.6Bn in HY24. This
growth was largely driven by an increase in M-PESA
revenue, which rose by 16.6% to KES 77.2Bn, making
up a large portion of service revenue.

. Safaricom Share performance
Group service revenue grew 13.1% y/y to KES

179.9Bn, mainly supported by M-PESA, mobile data —NASI
and fixed data. Overall Group customers grew 7.8%
y/y to 52.01Mn while one-month active customers
grew by 10.8% y/y to 39.75Mn. Safaricom Kenya's
overall market share stood at 65.4% as at June 2024.

= Safaricom

Margins: EBITDA declined slightly from KES 79.7Bn in
HY24 to KES 75.1Bnin HY25. Consequently, the EBITDA
margin fell from 48.4% to 39.6%. Operating profit
margin declined to 22.3% from 25.2%.

This decline might be due to an increase in direct
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aligns with Safaricom'’s expanding infrastructure and zZ o o v b <

possibly increased operational costs related to

network upgrades, such as the ongoing 5G rollout. Source: NSE, NCBA IB Research
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M-PESA as the key driver of growth

M-PESA revenue recorded a strong growth of 16.6% y/y to KES 77.22Bn driven by 13.1% y/y growth in
ARPU to KES 389.27. Chargeable transactions per one-month active customers increased by 25.6%
y/y to 37.37 and the one-month active customers grew by 4.1% to 33.46Mn while M-PESA agents rose
by 2.4% y/y to 266.07k.

This strong performance in M-PESA revenue reflects Safaricom's ongoing digital expansion and the
heavy reliance on mobile financial services in Kenya. M-PESA now accounts for 43% of service
revenue. We estimate M-pesa contribution at the end of FY25 will stand at ~44% of service revenue.

Mpesa Contribution to service revenue %

44.4%
40.7% 38.3%
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*2025F- Forecast Source: Company financials, NCBAIB Research

M-PESA growth areas

Lipa Na M-Pesa: Revenue generated rose by 5.2% y/y to KES 3.7Bn. Active fills reached 658,700
(up marginally from 658,400 in HY24) while the fransaction volume grew by 23.4% to 1,458.6Mn.
The total transaction value rose to KES 972.6Bn, marking a 10.5% rise.

Pochi La Biashara (targeting informal businesses): The number of active fills more than doubled,
reaching 869,000 from 405,200 in the previous year. Transaction volume surged to 557.6Mn,
showing a growth rate above 100%. Transaction value also significantly increased to KES 78.5Bn,
up over 100%. Revenue for this segment surged by over 100% to KES 0.9Bn. This high growth
reflects Pochi La Biashara's appeal among small businesses, especially within informal sectors.

M-Pesa Visa Card: Active users nearly doubled to 172,900 from 84,100. Total transaction volume
grew 26.2% to 2.9Mn, although the transaction value declined by 35.2% to KES 4Bn. Revenue
for the M-Pesa Visa card segment doubled, reaching KES 0.2Bn, highlighting its expanding user
base and role in facilitating international payments.

Mali: Active customers for Mali grew by 21.6%, reaching approximately 132,700 users and the
Assets Under Management (AUM) saw impressive growth, increasing to KES 3Bn. Mali
generated ~KES 10Mn, with an 86.4% increase from the prior period, underscoring its potential
as a revenue source in the M-PESA ecosystem.
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Insurance: Safaricom’s venture info insurance services launched in August 2024, with early
fraction through device insurance. By the end of HY25, 117,000 policies were issued under the
LMM (Lipa Mdogo Mdogo) program for device protection. Gross premiums written for device
insurance amounted to KES 22Mn, while the total sum assured reached KES 975Mn, reflecting
the program'’s scope and customer demand for embedded insurance solutions.

Fuliza Overdraft Facility: Fuliza generated KES 1.9Bn in revenue, a slight decrease of 3.9%.
Despite maintaining a stable customer base of 7.5Mn active users, the average ticket size
declined by 9.4% to KES 236.2. Total disbursements rose by 7.3% y/y to KES 450Bn. Repayments
rose to KES 453.8Bn, achieving a repayment-to-disbursement rate of 100.9%, up from 95.6% in
the prior period.

KCB M-Pesa: Revenue rose by 21.3% to KES 0.4Bn. Active users also grew by 34.2%, reaching
4.6Mn, indicating successful customer acquisition and engagement. Disbursements increased
by 17.6% to KES 27.2Bn, while the repayment rate improved to 97.4% from 93.7%. The average
loan size increased significantly by 26.7% to KES 6,948, suggesting a trend toward higher-value
loans.

M-Shwari: Revenue declined by 7.4% to KES 1.1Bn. Active customers grew by 10.6% to 6.7Mn,
demonstrating moderate but steady expansion in user base. The average loan size saw a 5.0%
rise to KES 10,170. Despite a slight decline in disbursements to KES 48.9Bn, the repayment rate
strengthened significantly to 98.2%, showing improved borrower reliability.

Voice and Messaging Revenue
Overall, Voice and Messaging services accounted for about 26.4% of Safaricom’s total service
revenue, down from 28.3% in the previous period.

Voice revenue: increased by 4.5% y/y to KES 40.87Bn. This growth, though modest, was driven
by increased usage rates among customers. The average minutes of use per subscriber grew
by 7.6% to 198.31 minutes monthly, indicating solid engagement.

The active voice customer base rose by 10.6% to 28.46Mn, benefiting from customer acquisition
efforts and engagement initiatives. The rate per minute for voice services decreased by 9.9%
y/y to KES 1.15, likely to reflect pricing adjustments aimed at maintaining market share.

Messaging revenue: increased by 8.0% y/y to KES 6.23Bn. This growth was supported by
campaigns such as "Chat lbambe," which aimed to boost SMS usage despite the broader
industry frend of declining SMS revenues due to the prevalence of infernet-based messaging.

The number of one-month active messaging customers saw a slight increase to approximately
20.92 Mn, with an average revenue per user (ARPU) increase of 5.7% to KES 48.46. This confirms
Safaricom’s ability to maintain engagement with SMS users despite external pressures.

The telco continues to leverage on Customer Value Management (CVM) initiatives to provide better
segmented customer propositions.
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Mobile data share of revenue increases

Mobile data and Mpesa contribution to service revenue rose to 19% and 43% from 18% and 39%,
respectively. Mobile data recorded double digit growth fueled by enhanced monetization and
value propositions.

Product revenue mix

m Voice B M-Pesa B Mobile data

2019 2020 2021 2022 2023 2024

Source: Company financials, NCBAIB Research

Mobile data revenue grew by 21.5% y/y, to KES 37.60Bn driven by higher data usage, a larger
customer base, and enhancements in 4G network availability and smartphone penetration.

One-month active mobile data customers grew by 10.5% to 28.83Mn, supported by campaigns and
personalized data offers through Customer Value Management (CVM) initiatives. The average data
consumption per chargeable subscriber rose by 9.8% to 4.12 GB per month, which reflects a growing
reliance on data for daily connectivity.

Data ARPU rose by 13.5% to KES 263.25, demonstrating both higher spending on data services and
effective engagement strategies like bundled offers that encourage frequent data usage.

The number of smartphones on the network increased by 15.7%, reaching 24.72Mn, helping to sustain
data revenue by making high-speed internet access more accessible. The number of 4G devices
grew by 33.5% y/y to 19.22Mn.

The telco expanded 4G access points and encouraged upgrades to 4G-enabled devices by
financing affordable 4G phones. The financing option for 4G enabled devices is done through their
affordable Lipa Mdogo Mdogo (LMM).

5G -enabled devices increased by 64.1% increase. The adoption, however, remains limited to around
836,550 devices. The continued focus on 5G expansion aims to meet future demand for higher-speed
connections and premium data services.
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Surging Costs- Navigating a challenging operating environment
Direct costs grew by 11.5% to KES 49.5Bn driven by license fees, customer acquisition and retention,
and handset costs. This increase aligns with Safaricom's strategy of expanding ifs infrastructure.

Operating costs jumped by 59.6% to KES 60.25Bn driven by net foreign exchange losses costs of KES
22.56Bn arising from 106% depreciation of the Ethiopian Birr. As of 30 September 2024, the Birr's value
against the US Dollar was 118.99, from 57.69 in June 2024.

Finance costs also shot up by 53.3% to KES 10.21Bn. Long-term borrowings rose by 9.1% to KES 68.83Bn.
Consequently, provision for expected credit loss (ECL) also grew by 63.7% to KES 4.9Bn.

Safaricom’s exposure to interest rate risk is influenced by the increased debt and foreign exchange

risk from the Ethiopia business.

Total costs as a % of Revenue

(62.3%) (65.2%) (66.4%) I I I

(76.3%) (81.8%) (75.4%)
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*Total costs= Direct costs+ Depreciation and Amortization+ Finance costs Source: Company financials, NCBAIB Research

Capital expenditure - weighs down on business

Capex saw a 25.9% y/y increase to KES 30.77Bn driven by accelerated spending on investment in
Ethiopia. Capexin Ethiopia was undertaken to support site, infrastructure costs to increase coverage
in the growing market.

Capital Expenditure
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120.00 0687 32.0%
100.00 28.0%
24.0%
80.00 20.0%
60.00 16.0%
40.00 12.0%
8.0%
20.00 4O%

2020 2021 2022 2023 2024

Source: Company financials, NCBAIB Research
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HY25 Financial performance summary

Safaricom PLC Key Metrics Y/Y

Service Revenue Up 13.1% to KES 179.92Bn
Mpesa Revenue Up 16.6% to KES 77.24Bn
Voice revenue Up 4.5% to KES 40.87Bn
Mobile data revenue Up 21.5% to KES 37.60Bn
Fixed Service and wholesale transit revenue Up 13.1% to KES 8.33Bn
Messaging Revenue Up 8.0% to KES 6.23Bn
Capital Expenditure Up 40.1% to KES 58.7Bn

PBT Down 27.9% to KES 33.9Bn
PAT Down 63.2% to KES 10.01Bn
EPS Down 17.6% to KES 0.70

Safaricom PLC Key Ratios Y/Y

EBITDA Margin Up to 55.1% from 55.9%
EBIT Margin Up to 42.4% from 41.5%
Net debt to EBITDA Down to 0.28 from 0.14
ROCE Up to 56.4% from 56.1%
ROE Down to 23.7% from 30.5%

Source: Company financials, NCBA IB Research

Share price performance
Safaricom’s share price has risen in line with the positive investor sentiment, driven by declining interest
rates and supported by improving macroeconomic conditions.

SAFCOM 18.9%
NASI 26.7%
NSE-20 26.4%

Source: NSE, NCBA IB Research
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Outlook

Safaricom operations in Ethiopia could help achieve revenue expansion above consensus and
enfrench the company’s presence in the region. This has been evidenced by the fact that the
Ethiopia business accounted for 10% of Group revenues in 1H2025. We, however, maintain a
cautiously optimistic stance on this diversification venture.

We expect increased revenue from M-pesa, and mobile data revenue streams boosted by:

1. Revenue Diversification: We expect increased revenue from Safaricom Ethiopia, M-Pesa, and
mobile data revenue streams. The telco’s digital fransformations and building fechnological
capacities in the areas of Al, Big data, Analytics and giving expanded access to 4G Devices
along with scaling of Ethiopia operations.

2. Scale Ethiopia Operations: The telco launched its Ethiopia network last year, betting that the
populous nation will power growth within five years of investment. The business is expected to
breakeven in 2027. Aggressive network expansion and infrastructure costs are expected to
be high in the interim.

3. Public Sector Digitization: The telco works closely with the public sector and relevant industry
stakeholders to provide connectivity, infrastructure development such as cloud, fiber, and
financial fechnology.

a. In agriculture, digitization of the fertilizer subsidy program to over 3.3Mn farmers in
41 counties across the country.

b. Under the Financial Inclusion programs, over 22Mn Kenyans have benefited from
the Hustler and Women Enterprise Fund through which the telco facilitates access
to affordable credit.

c. In Headlth, it is partnering with the National Government to support county
governments in sfrengthening Community Health Services through the Afya Bora
Mashinani program.

4. New Growth Areas Acceleration: In partnership with TeleOne and Jamii Telkom, the telco has
launched a smartfphone device assembly in Kenya, through the East Africa Device Assembly
Kenya to accelerate the access & penetration of affordable 4G devices. The telco has also
set foot in Fiber, OT, ICT, Insurance and wealth management which will deliver strategy.

Management Guidance:

EBIT (KES 61Bn) — (KES 58Bn)
Capex KES 28Bn - KES 31Bn
Mobile Customers 7Mn — 10Mn
Mpesa customers TMn
Target network sites 3,300
SofaricomGrovpPIC  F25Estmates
EBIT KES 90Bn - KES 100Bn
Capex KES 80Bn - KES 86Bn

Source: Company financials, NCBA IB Research
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Valuation
Following the HY2025 earnings release and considering material information provided on Safaricom
Ethiopia business since our last publication, we have reviewed our forecasts and valuation of the stock.

From our estimates and assumptions, we see a significant upside potentfial and maintain a BUY
recommendation with a target price of KES 22.35. The target price implies an upside of 37% to the current
trading price of KES 16.35 as of 6th November 2024.

We have used four valuation methodologies to arrive at our fair value estimate:
1. Discounted Cash flow
2. EV/EBITDA
3. Price to Book Valuation
4. Price to earnings Valuation

Implied Price Weighting Weighted Value
DCF Approach 26.77 40% 10.71
EV/ EBITDA Approach 20.11 40% 8.05
P/B Approach 19.20 10% 1.92
P/E Approach 16.76 10% 1.68
Fair Value 100% 22.35
Current Price (6" November 2024) 16.35
Upside/(Downside) 36.7%

Source; Company financials, NCBA IB Research

Investment recommendation

We expect Safaricom Plc to deliver long-term profitability based on its focus on digital fransformation
and strong customer base. At the current market price, the stock presents a good entry position for
long-term investors to earn capital gains and an attractive dividend yield.
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1. General Disclaimer

This research report (Report) has been prepared by NCBA Investment Bank (NCBA-IB) and contains detailed
industry analyses, statistics and forecasts exclusively for informational purposes and is intfended solely for the use
of NCBA-IB clients and may not be distributed, published or reproduced, in whole or in part, nor may its contents
be disclosed to any other party without the express written consent of NCBA-IB. While this Report contains
analyses and insights aimed at assisting customers in making investment decisions regarding various securities,
it does not constitute an offer, solicitation, orrecommendation to buy or sell any securities, and it is not intended
to provide the basis for any evaluation of the securities discussed herein. NCBA-IB expressly disclaims any
responsibility for errors and omissions in this Report. The Information set forth in this Report has been obtained
from sources believed reliable and developed through the application of independent judgement, but NCBA-
IB does not warrant its completeness or accuracy. Opinions expressed in this Report are current viewpoints as of
the date of issue and are subject fo change without notice. Furthermore, NCBA-IB is under no obligation to
update or keep the information current. While every effort has been made to ensure the accuracy and
completeness of the information provided, no representation or warranty, express or implied, is made as to the
accuracy or completeness of the information contained herein, and nothing contained herein is, or shall be
relied upon as, a promise or representation as to the future performance of any securities or financial product
and market conditions which may change and this might materially impact the accuracy and validity of such
analysis.

2. Use of Information

The information presented in this Report is intended solely for informational purposes and is not a comprehensive
tfreatment of the topic at hand. NCBA-IB makes every effort to use reliable, comprehensive information, but we
do not represent that the information is accurate or complete. NCBA-IB is not responsible for errors or omissions
nor for results obtained from the use of this information. Allinformation is provided "as is", without warranty of any
kind, express or implied.

3. No Guarantees on Performance

NCBA-IB, its affiliates, employees, or any associated entities, provide no guarantee, warranty, or representation
regarding the potential performance or expected outcomes of any investment or financial transaction
referenced within this document. Investment values can fluctuate, and the past performance of a security,
industry, sector, market, financial product, frading strategy, or individual investment does not guarantee future
results or returns.

4. Independent Decision Making

Recipients of this Report are strongly advised to make investment decisions based on their own investment
objectives, careful consideration of their financial situation, operatfional capacity, and the availability of
resources. It is recommended that all clients conduct thorough due diligence and, where appropriate, consult
independent financial, legal, tax, or other professional advisors to assess the suitability of any potential
investment.

5. Limitation of Liability

The Bank, its affiliates, and their respective officers, directors, employees, or agents accept no liability
whatsoever for any direct or consequential loss or damage arising from the use of this Report or the information
contained herein. Past performance is not necessarily indicative of future results, and NCBA-IB does not
undertake that the recipient of this report will obtain profits or avoid incurring losses. This Report does not
constitute a personal recommendation or take info account the particular investment objectives, financial
situations, or needs of individual clients. Clients should consider whether any advice orrecommendationin these
reports is suitable for their particular circumstances and, if necessary, seek professional advice, including fax
advice.
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6. Authority to Enter Contracts
Please be advised that legally binding obligations on behalf of NCBA-IB can only be established through formal

writften agreements, duly signed by authorized representatives of NCBA-IB. No elecfronic communications or
implied agreements through informal communications shall be considered binding under any circumstances.

7. Disclosure Statement

NCBA-IB may, from fime to fime, participate or invest in fransactions with the companies mentioned herein,
perform services for or solicit business from company(s) mentfioned, and/or have a position or effect fransactions
in the securities or options thereof. Members of NCBA-IB, its principals or affiliates, may have a financial interest
in the securities of the companies mentioned in this report.

8. Conflicts of Interest
NCBA-IB may engage in fransactions in a manner that is inconsistent with the recommendations made in this

Report, and it may have commercial relationships with enfities mentioned in this Report. NCBA-IB may have
provided advice or investment services relafing to the investments concerned or a related investment to any
company mentioned in this Report prior to its publication. Further, NCBA-IB may receive compensation for these
services and acts as a market maker or liquidity provider in the securities that are the subject of this report. NCBA-
IB does not prepare research on entities within its corporate group ("the NCBA Group") or other entities where a
real or perceived conflict of interest may exist.

9. Confidentiality

This Report is confidential and is infended only for the person or entity fo which it is addressed. It may contain
confidential, proprietary, or legally privileged information. No confidentiality or privilege is waived or lost by any
misdelivery or transmission errors. If you are not the infended recipient, please immediately delete it and all
copies of it from your system, destroy any hard copies of it, and notify the sender. You must not, directly or
indirectly, use, disclose, distribute, print, or copy any part of this report if you are not the intended recipient.

10. Intellectual Property Rights

All content, data, analyses, graphics, and logos provided in this Report are the exclusive property of NCBA-IB
and/or its affiliates, unless otherwise noted, and cannot be copied, distributed, transmitted, displayed,
published, or broadcast without the prior written permission of NCBA-IB.

11. Regulatory Compliance

This Report is also subject to regulatory restrictions and obligations that may affect its use. NCBA-IB produces
research reports which adhere to regulatory standards. This document may not be distributed in any jurisdiction
where its distribution may be restricted by law, and people into whose possession this document comes should
inform themselves about, and observe, any such restrictions.

12. Use and Distribution
These materials are infended only for clients of NCBA-IB, and may not be reproduced, redistributed, or copied
in whole or in part for any purpose without the express written consent of NCBA-IB

© 2024 NCBA-IB. All rights reserved. This document contains intellectual property
belonging to NCBA-IB. Unauthorized use is prohibited. For further information regarding
the methodologies used or data in the report, contact NCBA-IB at
ncbaresearch@ncbagroup.com
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