14

THE-STAR.CO.KE

Monday, May 6, 2019

NEWS BUSINESS

MARKET REPORT

ALY KHAN SATCHU

M–Pesa the
Jewel in
Safaricom’s
Crown

S

afaricom reported FY Earnings
last Friday. The centrality
of Safaricom in the lives of
Kenyans and to the Nairobi Securities
Exchange cannot be gainsaid. Safaricom represents around 47.9 % of the
NSE total value of $23.3 billion [Mihr
Thakar]. Bob Collymore has presided
over a more than 400% increase in
the share price during his tenure and
if you cared to roll in the dividend
payments over that period, the return is juiced further. The Total Return
of the share price over the period of

his tenure ranks in the top percentile
worldwide. This Year the share price
is +31% [only 9 percentage points
behind Bitcoin which has flown off
the charts in 2019 and is +40%]. Now
conversely, if you stripped Safaricom
out of the Nairobi Securities Exchange Indices, the performance would
be woeful. Therefore, the Earnings
Release is a very big deal.
Safaricom reported a 7% increase
in FY Service Revenue which clocked
240.30b. Voice remains the single
biggest revenue line item 95.94b and
expanded +0.3% [Prices -10% Year
on Year]. Voice was pronounced dead
many years ago but for Safaricom,
the Demographic Dividend has
underpinned Voice. Safaricom added
2.3 million customers in the Full Year
+58% compared to the previous year.
For Bashir and Bouteflika the Youthquake was a Terminator, for Safaricom it is a rising tide. This remains a
mature business but Safaricom have
proven skilled at working the angles.
SMS Revenue declined -1.3% to
17.5b. Full Year Mobile Data Revenue
grew +6.4% to 38.69b. During this
reporting period, the average rate per
megabyte reduced by 42%.
Safaricom absorbed the GOK
related increases and turbo-charged

consumption. This is exactly the
correct strategy. I recall a conversation about the Take-Up of Smart
Phones a number of years ago and
Bob Collymore told me then one of
the issues is that if you have not
experienced a fast internet, you really
don’t know what you are missing.
Millions of Kenyans are now hooked
to the 21st century and information
Superhighway and its very difficult to
dump a Ferrari for a Pro Box once you
have driven the Ferrari. This Curve will
turn ‘’hockey stick’’ make no mistake
about that. The real Earnings Outlier
was Mpesa. Full Year Mpesa Revenue
surged +19.2% to reach 74.99b. In
November of last year, I wrote this
in the Star ‘Mpesa revenue surged
+18.2% to register 35.52b and looks
like its on the cusp of a hockey stick
like breakout’.
Safaricom have tweaked the
Mpesa ecosystem with good effect.
They have made the Mpesa garden
richer [the average user is transacting 12 times a month] and have
increased retention and circulation in
the ecosystem. This is a very big deal.
Safaricom: ‘’The growth in MPESA
has been driven by an increased
number of users, higher velocity of
funds within the ecosystem, and

adoption of new use cases. MPESA
now accounts for 31.2% of service
revenue’’ Mpesa contributed 75% of
Safaricom’s Year on Year Growth.
Bob Collymore told the Financial
Times’s Tom Wilson, “If you strip out
Mpesa’s performance you will see
that our underlying growth as a telco
is only about 2.4 per cent.” Mpesa
is the Jewel in the Safaricom Crown
and has ‘’blitz-scaled’’ [of course, I
think Mobile Data will also become
as valuable a Jewel] and Safaricom’s
premium is a direct consequence
of the value being placed on this
Earnings curve. Safaricom have
continued to fine-tune the Mpesa
eco-system under Lapoiyit to good
effect with the latest innovation Fuliza, “the worlds first contextual mobile
money overdraft facility’’ going great
Guns and providing further confirmation the Mpesa ‘’Platform Economy’’
is a part of the genre of Platform Economies like UBER and the like.
Safaricom predicted that within
three years its pioneering digital
payments business Mpesa will
generate more revenue than all other
parts of the business combined [FT].
Bloomberg reported Vodacom and
Safaricom plan to take over the intellectual property rights for M-Pesa,
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Safaricom eats into banks net
profit, mints Sh5bn per month
Financial analyst satchu says It’s a collaborate or die existential level question

the main mobile-money product,
from Vodafone Group Plc, Vodacom’s
parent, and roll out the service to
other African nations.
If Safaricom can replicate the
ubiquity of M-pesa in other markets,
we will have to steepen the Earnings
Curve further. In Ethiopia, Safaricom
is already providing state-owned monopoly Ethiopia Telecommunications
Corp. with fiber connectivity, call termination and airtime advance for customers, he said, and the partnership
has the potential to be expanded.“We
are looking at a broader relationship
with EthioTel,” he said, without giving
details. “No agreements have been
signed yet, but we are hopeful about
signing something this year.”
Given the importance of M-pesa,
it “points to someone who really
understands the fintech business” as
a possible successor Boby Collymore
told Tom Wilson.. Allow me to also
mention the Dividend Pay Out of 1.25
+13.636% and a Special dividend per
share of 0.62. The Balance Sheet is
seriously ‘’bullet-proof’’ Interestingly,
Bob was asked about Huawei and
said Safaricom’s policy is not going
to be driven by President Trump’s
Foreign Policy.
Aly-Khan is a financial analyst
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Safaricom made Sh2,010 per second
for the firm’s financial year ending
March 31, 2019
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Safaricom is giving lenders a run
for their money having reported a
net profit that is 98.14 per cent of the
combined net profit for the top four
banks.
A look at the financial statement
of KCB group, Equity Bank, Cooperative Bank, and Standard Chartered
Bank shows that they cumulatively
reported Sh64.6 billion net profit as
of December 2018.
This is only Sh1.5 billion more than
the Sh63.4 billion net profit reported by Safaricom for the year ending
March 2019.
In the last one year, KCB reported Sh24 billion net profit to remain
the most profitable lender, followed
closely by Equity Bank at Sh19.8
billion.
Cooperative Bank comes in third
at Sh12.7 billion and Standard Chartered Bank is fourth having reported
Sh8.1 billion in net profit within the
review period.
A further break down shows that
the mobile service provider made
Sh6.9 billion more than the top three
banks.
While at that, the telco reported
Sh240 billion in service revenue, with
31.2 per cent of it driven by mobile
lending platform Mpesa.
This explaining the existing partnership with KCB to produce the
KCB-Mpesa product and the overdraft
product FULIZA also with CBA bank

GETTING BOOKED AS
A PODCAST GUEST

Safaricom CEO Bob Collymore during the release of the firm’s end-year results last week /EZEKIEL AMING’A

that has so far lend out Sh45 billion
in less than three months.
Their is also an existing partnership with CBA bank to offer the credit
lending platform Mshwari.
Further it sheds more light into the
recent partnership between the telco
and Equity Bank signed last week.
Asked if a new credit product is in
the offing courtesy of their new partnership with Equity Bank, Safaricom
CEO Bob Collymore said, “we have
grown past the battles between the

banks and telcos...it’s time we talk
on collaboration.”
In the last one year, Mpesa grew
19.2 per cent adding 2.1 million new
customers to reach 22.6 million customers.
According to Financial analyst Aly
Khan Satchu, the once “analogue”
banking system has digitized and
been pulled by Mpesa and Uber-like
platform that has blitz scaled. “It’s
a collaborate or die existential level
question.”

“As an investor one would calculate
that the Mpesa platform will outperform the banking sector by a wide
margin,” Satchu said.
On his end, KCB CEO Joshua Oigara told the Star that moving forward,
more collaboration will take place
between the telcos and banks defined
by growing technologies.
“Big data analytics, artificial intelligence, robotics, open data initiatives
will all determine the success of the
banks…innovation is key,” Oigara said.

Podcasts are a great place to
share your knowledge and
expertise, but how do you get
booked as a guest? Start by
identifying the shows you’d
like to be on. Find out where
other people in your field have
been booked, or visit shows’
websites to search for previous
guests. (Googling “podcasts
about [your area of expertise]”
isn’t a bad idea either.) If you
know someone who’s been on
a show that interests you, ask
for an introduction. And listen to
an episode of each podcast to
make sure you’d be a good fit.
Once you have a few shows in
mind, prepare your email pitch.
In one or two short paragraphs,
lay out who you are, your
background and credentials, and
why the show’s listeners would
be interested in what you have
to say. Then get ready for the
interview. Think of questions
the host might ask, and practice
responding to them with a
friend until your answers are
clear and crisp.

