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MultiChoice has been a mainstay in South African living rooms since the 90s and its recent unbundling from 
Naspers presents an opportunity for investors to benefit from its dominant market position. Northstar holds a 
position in MultiChoice due to its inherent scale, solid balance sheet and distinct avenues for growth.

Scale operator with strong balance sheet
Pay-TV is a scale business with a virtuous cycle. MultiChoice’s impressive SA subscriber base of 7 million paying 
subscribers and the company’s largely fixed cost base leads to robust cash returns that it uses to buy additional 
premium content, attracting even more subscribers and further cementing its leadership position.

MultiChoice is a capital-light business and, as such, generates returns of close to 30% on an asset base that requires 
little to no upkeep. This has allowed MultiChoice to maintain a solid balance sheet with no debt while accruing free 
cash flow of around R5 billion per annum.

In spite of the above, MultiChoice has traded as cheaply as a 15% yield on 2020 free cash flow, or 10 times 2020 
earnings, a material discount to the JSE’s 13 times multiple. 

Rest of Africa losses and turnaround strategy
MultiChoice has operations in 49 other countries, including large nations such as Nigeria, Zambia, Kenya and 
Angola. This segment of the business has been loss-making since 2015 due to a currency mismatch on revenue 
against costs. MultiChoice Africa purchases its content in US dollars and prices its service in local currency. 
Currency blowouts in several African nations, coupled with its shift in strategy from a premium-led to a mass-
market product, led to a precipitous drop in earnings.

Why we like MultiChoice

MultiChoice’s strong fundamentals are not fully reflected in its market rating, we believe this is due to poor 
performance outside South Africa combined with the threat of streaming services. Northstar believes the company 
is on track to turn around underperforming units and is well-positioned to defend against streaming services in the 
medium term.

Simphiwe Msibi
Analyst

FROM THE ANALYSTS

Chart 11: Sub-Saharan Africa Pay-TV households Chart 12: Sub-Saharan Africa TV and Pay-TV penetration

Source: PWC, Northstar (October 2019)
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Chart 11 illustrates that significant opportunity exists as Pay-TV households in Sub-Saharan Africa are expected to 
grow at around 10% a year for the next five years and, apart from South Africa and to a lesser extent Kenya, Pay-
TV penetration remains low. Nigeria presents a significant opportunity in the form of a relatively underpenetrated 
Pay-TV household base, as shown in Chart 12. 

We see potential for a doubling in the total addressable market for African PayTV between 2018 and 2023 driven 
by a rollout of Digital Terrestrial Television (DTT). MultiChoice is well positioned to take advantage of this with a 
broad selection of content and a DTT product with mass-market pricing. MultiChoice is also currently on track to 
complete a turnaround driven by subscriber gains and cost rationalisation. 

Streaming services not a near-term threat
Streaming competitors such as Netflix and Amazon are a threat in the premium end of the market but are only 
such where access to broadband internet exists. Charts 13 and 14 demonstrate that Africa is still early in the shift 
to widely available broadband and the cost of mobile data presents a hurdle for potential customers.

Other advantages that MultiChoice has over the streamers include its sports content and around 30 000 hours of 
local content. South Africans are a sports-mad bunch, but even in the event that a premium subscriber doesn’t 
much care for sports there are hours of offshore and locally produced content that can only be accessed via DSTV 
or Showmax.

The top five most watched shows on DSTV in February of 2020 were all local TV shows including, as examples, The 
Queen and Isibaya. The most viewed sports match was the Soweto Derby, further demonstrating the compelling 
nature of locally produced content. Another example, Absa Pirates vs Chiefs garnered over 700,000 viewers.

MultiChoice remains well-positioned over the medium term
While television is rapidly changing and streaming services such as Netflix might be a threat in South Africa and 
Kenya, the rest of Africa still represents an opportunity for the current players in the market and linear television 
has significant potential for growth.  

MultiChoice is the dominant player in this area and over the medium term, we hold a company that is well 
positioned, with a large middle-class subscriber base and a history of delivering high quality local and sporting 
content into Africa. 

Chart 13: Broadband penetration Chart 14: 2016 data price (USD)

Source: MultiChoice Group (October 2019)
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CIS DISCLOSURES

Sanlam Collective Investments (RF) (Pty) Ltd is an approved Manager in terms of the 

Collective Investment Schemes Control Act, 2002. Collective investment schemes in 

securities are generally medium- to long-term investments. The value of participatory 

interests or the investment may go down as well as up. Past performance is not 

necessarily a guide to future performance. Sanlam Collective Investments (RF) (Pty) 

Ltd (the manager) does not provide any guarantee, either with respect to the capital 

or the return of a portfolio. The manager has the right to close certain portfolios 

to new investors, in order to manage it more efficiently, in accordance with its 

mandate. Collective investment schemes are traded at ruling prices and can engage 

in borrowing and scrip lending. The collective investment scheme may borrow up to 

10% of the market value of the portfolio to bridge insufficient liquidity. Annualised 

returns are period returns re-scaled to a period of one year. This allows investors to 

compare returns of different assets that they have owned for different lengths of time. 

Actual annual figures are available to the investor on request. Performance is based 

on NAV to NAV calculations with income reinvestments done on the ex-div date.  

Performance is calculated for the portfolio and the individual investor performance 

may differ as a result of initial fees, actual investment date, date of reinvestment 

and dividend withholding tax. Investment performance calculations are available for 

verification upon request by any person. Different classes of participatory interests 

apply to these portfolios and are subject to different fees and charges. Forward 

pricing is used. The portfolio valuation time is 08h00 for fund of funds and 15h00 for 

all other portfolios and the transaction cut-off time is 14h00. The transaction cut-off 

time should be 14h00, for portfolios except fund of funds, but execution is not always 

guaranteed. If execution could not take place on the same day, it will take place the 

next business day, or at the earliest possible opportunity. For fund of funds, the cut-

off time for the execution of trades is 14h00 on the day preceding the pricing date. 

Foreign securities within portfolios may have additional material risks, depending on 

the specific risks affecting that country, such as: potential constraints on liquidity 

and the repatriation of funds; macroeconomic risks; political risks; foreign exchange 

risks; tax risks; settlement risks; and potential limitations on the availability of market 

information. Fluctuations or movements in exchange rates may cause the value of 

underlying international investments to go up or down. Investors are reminded that 

an investment in a currency other than their own may expose them to a foreign 

exchange risk. The terms and conditions, a schedule of fees, charges and maximum 

commissions, performance fee frequently asked questions as well as the minimum 

disclosure document (MDD) and quarterly investor report (QIR) for each portfolio 

are available on Sanlam Collective Investments’ website at www.sanlaminvestments.

com. Associates of the manager may be invested within certain portfolios and the 

details thereof are available from the manager.

THE FINANCIAL ADVISORY AND INTERMEDIARY SERVICES ACT, 2002

Northstar Asset Management Proprietary Limited is an authorised financial services 

provider in terms of the Financial Advisory and Intermediary Services Act 2002. All 

information contained in this document should not be construed, or relied upon, as 

advice. If you require financial and/or investment advice, please engage the services 

of an independent financial adviser.

INFORMATION AND CONTENT

The information and content (collectively 'information') accessible in this document 

are provided by Northstar as general information about the company and its 

products and services. Northstar does not guarantee the suitability or potential value 

of any information or particular investment source. Any information in this document 

is not intended nor does it constitute financial, tax, legal, investment, or other advice. 

Nothing contained in any service or any other content in this document constitutes a 

solicitation, recommendation, endorsement or offer by Northstar. Nothing contained 

in any service or any other content in this document constitutes a solicitation, 

recommendation, endorsement or offer by Northstar. Illustrations, forecasts or 

hypothetical data are not guaranteed and are provided for illustrative purposes 

only; returns or benefits are dependent on the performance of underlying assets or 

other variable market factors; there are risks involved in buying or selling a financial 

product; past performances are not necessarily indicative of future performances; 

and no guarantees are provided.

NORTHSTAR ASSET MANAGEMENT

Northstar Asset Management (Pty) Ltd

Registration No. 1996/001423/07 | FSP number 601

Suite 1A, Madison Place, Alphen Office Park, Constantia Road,

Constantia PostNet Suite #784, Private Bag X16, Constantia 7848

Tel +27 (0)21 810 8400 | Fax +27 (0)21 794 2885

info@northstar.co.za | www.northstar.co.za

SANLAM COLLECTIVE INVESTMENTS

Sanlam Collective Investments (RF) (Pty) Ltd

Registration No. 1967/00865/07

2 Strand Street Bellville, 7530 PO Box 30, Sanlamhof, Bellville, 7532

Tel +27 (0)21 916 1800 Fax +27 (0)21 947 8224

service@sci.sanlam.com, www.sanlaminvestments.com

Please refer to our website for directors & company secretary details

DISCLAIMER

The Management of portfolios is outsourced to Northstar Asset Management 

(Pty) Ltd, (FSP) Licence No. 601, an Authorised Financial Services Provider under 

the Financial Advisory and Intermediary Services Act, 2002. This information is not 

advice, as defined in the Financial Advisory and Intermediary Services Act (No. 37 of 

2002). Please be advised that there may be representatives acting under supervision. 

The manager retains full legal responsibility for the co-named portfolios. Legal 

Information http://northstar.co.za/page/legal-information/


