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Revenue, Airtel 2025 results show data revenue overtook voice

Shs1.10 tnlhon up 22. 4 percont ycnr-rm year

.reaching

yml! ratio. Anrtel s dividends are backed by cash generated from operations,

Airtel shows how high returns
can co-exist with rapid growth

Au'tel s 2025 results
offer both reassurance
and caution.

BY DEOGRATIUS WAMALA

irtel Uganda posted full year 2025
results that would usually boost a
stock, but the market barely react-
ed.

On February 23, the telco reported a
41 percent jump in profit-after-tax to
5hs446.9b. Earnings per share rose to
Shs11,2, while revenue climbed 13.3
Percent to Shs2.25 trillion, helped by a
13.9 percent increase in subscribers to
19.2 million.

For the first time, data revenue over-
took voice, reaching Shs1.10 trillion, up
22 4 percent year-on-year. This shift re-

Mects changing consumer habits as
Smartphones, digital services,and mo-

bile money expand. In economic terms,
demand is moving toward higher-val-

Ue data services, placing Airtel in amore

dnmblcgmmhscgmmt.
Scale is reinforcing performance. A

larper subscriber base strengthens net-

work effects and boosts operating lever-

turning revenue growth into faster

growth, evident in the 41 percent

innetincome.

Shareholders received Shs11.15 per
share in dividends,an 11 pe:tent yield = E

and a41.7 percent increase from 2024.

Finance theory says valuation fol-
lows expected future cash flows. By that =

measure,rising profits, accelerating data

growth, and higher cash payouts show |

stronger fundamentals.

By Wednesday, the stock was trading
Jjustaboveits initial public offering price
of Shs101,which it first listed at in No-

vember 2023 at Shs100. This gap sug- |
gests markets are either discounting |

risk or slow to adjust to improved per-
formance.
Airtel's numbers also challenge intu-

ition: how can a company pay out 95—

100 percent of earnings and still grow?
Normally,a high payout ratio leaves lit-
tle room for reinvestment. But between

2022 and 2025, profit after tax rose from

Shs326b to Shs446.9b; roughly a 37 per-
cent increase, even as the four-year
age dividend payout stayed around 88
percent.

The answer is cash flow. In 2024, Air-
tel generated Shs879.9b in operating

cash, spent Shs229.2b on capital ex-
penditures for infrastructure, and paid
Shs301bindividends.In2025,0perating -
- taexplains.
ital expenditure modestly increased |

cash flow rose to Shs1.013 trillion, cap-

to Shs238b, and dividends reached
Shs404b.
Even after funding network expan-

sion, the company produced hundreds '

aver-

of billions in free cash flow, enough to
cover dividends and reduce bank debt.
This distinction is key: a high payout ra-

' tiois risky if financed through borrow-
ing,but Airtels dividends are backed by

cash generated from operations.

As Gitta Expeditto,a financial markets
analyst with a leaning toward equities,
notes, the dividend policy*is supported
byoperating strength”

The result is a model where growth, in-
vestment, and shareholder returns co-
exist because the business consistently

generates more cash than it needs to

sustain

payout ratio is the outcome of a busi-
ness whose operations produce the cash
tofund both growth and dividends,"Git-

Returnoninvestedcapital

Another lens to assess Airtel Uganda's
performance is return on invested cap-
ital (ROIC), which measures how effec-

8115446.913

Net profit. In2022 and 2025,
Aitel's profit after tax in-
creased from Shs326 billion to
Shs446.9 billion,

tively the company converts capital in-
to profit. In 2025, earnings before inter-
est and taxes (EBIT) reached Shs849.2b,

expansion. . translating into a net operating profit
“These numbers show that the high
| 30 percent effective tax rate,

after tax (NOPAT) of about Shs593b at a

Calculating invested capital as equi-
ty plus bank debt minus cash initially

| paints an extraordinary picture: ROIC
- appears around 74 percent. This reflects
- acapital-light view, highlighting the ef-

ficiency of operations. However, when
lease liabilities, covering towers and

spectrum, are included, ROIC adjusts to -

abenit 26 perrent

While lerwer, this Ageare still signals a
strong, sealable Insiness, where returns
are amplified through operating lever
are embedidet in long term lease agree-
ments raither than traditional debt,
Lease obligatinns are sizeahle and dy-
namic. At the end of 2025, Airtel held
Shs1.26 trillion in lease liabilities verms
Shs185h in equity and Shs190b in long-
term bank debt,

Many leases feature inflation or
foreign-exchange escalators, and fi-
nance costs in Uganda rose 18 per-
cent in 2025 due to interest on new
or extended tower agreements.
Even so, compounded eamings com-
fortably outpaced these cost pressures,
demonstrating that seale and pricing
power can offset inflation and FX risk.

Leasing towers is a double-edged
sword. It reduces upfront capital re-
quirements and enables mpid network
expansion, but it also magnifies strue-
tural risk: lease payments must he met
regardless of market conditions.

As Gitta notes,*The long-run risk de-
pends on how well profits keep out-
growing those fixed obligations. Any
slowdown in data growth, price com-
petition, or regulatory tightening could
compress margins, forcing a reassess-
ment of dividends or borrowing*

From an operational perspective, Air-
tel Uganda separates passive and active
infrastructure. David Birungi, the tel-
co's communications officer, told Busi-
ness Outlookin an email on Wednes-
dary that: “The assets you refer to are the
right-of-use assets (towers) and they are
only 45 percent of total capex spend in a
mer.Tuwermmpaniﬁmnwnmteon
running passive equipment on the tow-
ers. The active equipment, like radios,
and transmission, including microwave
and fiber are Airtel assets that we oper-
ate to deliver the best for the customers
and shareholders.”

The 2025 financial year also highlight-
ed Airtel Uganda's operating leverage.
While revenue rose 13.3 percent, oper-
ating profit climbed 35 percent, from
Shs629.1b to Shs849.2b, and profit after
tax increased 41 percent.

Growth at the top line translated in-
to disproportionately larger gains at
the bottom line, demonstrating how a
largely fixed-cost network can ampli-
fy returns. Data remained the engine of
expansion. Revenue from data surged
to roughly Shs1.30 trllion, surpassing
voice revenue of about Shs7o0b.

With much of the network already
built,adding new subscribers and carry-
ing more traffic required far less incre-
mental capital than during earlier roll-
out years. This is classic operating lever-
age: additional usage fixed costs
over a larger base, boosting profit per

shilling oif re=reninie.
Netained eamings, heomeyer, 1ol 4
complementary stury Retysen 1077

and 2025, retained earmnings rose from
SheBB. 71 10 Shs 145,18, Int mest amere e
irrresteed in flzed and right of use assets;

apectrurr licenees teppers, ared netwerk
eepiipmment. fear erel 20r25 cash stood at
just Shs27.2h

As Gitta explains “So the ' profits o
see in equity are mostly Incked in
ter lerngeterm assets that can't easily be
el try prang cliiclends

s reinfrrees a key point rentiemed
eartier: divvidend sustainahnlity depends
an aperatiemal efficiency and emgoing
cash generatiom, net om static profits,

Airte] frames this ag a capitakintensrre
st disciplined model: “We rmust irrrest
ahead of time, which we have done. We
are cemtinuing to refine our go-to-mar-
ket strateqy and sweat the asset pr-
denthy Ultimateky, that delivers a good
retuerm em that caprtal " Birung noted,

Taken together, these rrumbers reveal
bath the persrer and limits of operat-
ing levverage. The comparry can corrvert
grerering clata traffic into higher profits
without proportionally increasing capi-
tal mependitiure, but most retained earm-
ings remain tied up in network assets,
Future dividends and gromth, therefore,
reby on contimied operational efficiency,
careful capital allocatiof, and sustained
demnand for data services.

Sustainabla dividends?

Airtel Uganda's 2025 performance rais-
es a central question for investors: can
295 percent payout ratio be sustained
over time? The answer, as Gitta notes,
depends on several conditions. “It can
keep paying out most of its profits be-
cause the business generates a lot of
cash,"he explains,

Mobile data is now the core engine,
lifting both revenue and margins
even as most earnings are distributed.
The company’s capitakintensive mod-
el underpins this. With most retained
earnings reinvested in network assets
rather than idle cash, dividends rely on
ongoing operational efficiency and cash
generation. As Gitta observes, “If oper-
ating cash flow falls, dividends would
have to fall too. The company doesn’t
have big idle cash reserves or low lever-
age that it can run down for long”

In other words, today's cash flows, not
past profits, determine what can be dis-
trbuted. Sustainability hinges on how
returns compare with long-term obliga-
tions. Tower leases stretch into the 20308
and include inflation-linked clauses.

As long as operating profit grows fast-
er than these commitments, the model
remains viable. But the risk is ever-pres-
ent. Competition is the clearest threat.
Aggressive pricing by new entrants like
Lycamobile forces incumbents to re-

spai

While data consumption has risen
sharply prolonged price wars; the type
that previously drove Warid Telecom
out of Uganda, could compress margins
and strain dividend capaaty

Airtel's 2025 results offer both reassur-
ance and caution. They demonstrate
how a telecom can grow rapidly while
distributing nearly all profits, powered
by data demand and disciplined cash
management, but the equation must be
continuously monitored and adjusted
as conditions evolve.
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