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SUMMARY 

• Selling off fibre infrastructure assets is gaining stronger consideration among MNOs as 
they look to recalibrate their models. 

• They have the assets; as a group, MNOs are the largest holders of terrestrial fibre 
capacity outside of South Africa. 

• Selling would help MNOs maximize fibre asset value, reduce CapEx, and increase 
exposure to a segment with better margins than retail broadband; 

• But it wouldn’t work for all; for some providers, selling fibre assets makes little sense. 
Others would be strongly advised to look into it. 

• We argue that at a minimum, MNOs will have to rethink their approach to wholesale – 
think of it less as a support unit, and more as a credible source of value in its own right, 

 

 

You should not hoard your money and die of hunger. 
Ghanaian proverb. 

 

As African mobile network operators (MNOs) continue to grapple with transforming their 
operating models, one option is getting stronger consideration: selling off the fibre infrastructure 
assets. In theory, this would help MNOs do three things: generate immediate cash, unlock 
underexploited value in their metro and interurban fibre assets, and help reduce their long-term 
CapEx requirements, thus improving their business models.  

African MNOs would certainly have the assets to sell, should they choose to do so. Data from our 
Africa Terrestrial Fibre service shows that mobile operators control around 100,000 kms of 
metro and interurban fibre across sub-Saharan Africa (excluding South Africa). This is around a 
third of the total fibre deployed in the region outside of South Africa. In about half of 20 Sub-
Saharan African markets examined for this analysis, MNOs are the largest holders of terrestrial 
fibre capacity.  

 

 

 

 

 

https://xalamanalytics.com/africa-metro-fibre/
https://xalamanalytics.com/africa-metro-fibre/
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Fibre network assets by provider type – Sub-Saharan Africa*, 2017E  

 

*Excluding South Africa; provider groupings based on model and/or predominant source of revenue; PPP - Public 
Private Partnership; utility only including utility networks that resell their own capacity directly; partnerships with 
telcos are included in respective telco groups. 
Sources: Xalam Africa Terrestrial Fibre Dashboards; Provider data. 
 

THE CASE FOR SELLING 

There are several reasons for African MNOs to sell their fibre assets: 

- They’ve done this before: between 2010 and 2017, African MNOs generated nearly $5bn in 
tower sale and leaseback deals, using the cash to pay down debt and reduce CapEx.  

- Maximizing value: African MNO fibre assets are typically dedicated to supporting the operator’s 
retail connectivity business. As a result, MNO fibre infrastructure is inherently underexploited, 
with the scale of underutilization a function of the individual provider’s retail broadband market 
share. MTN Nigeria is a notable example. The company has Nigeria’s largest fibre network; yet, 
only around 25% is effectively in use, despite an acute scarcity of terrestrial fibre capacity in the 
market. 
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Further, fibre asset value is best maximized under two primary scenarios. The first is an open-
access, wholesale model, where the provider sells capacity to any purchaser, at market-
determined prices. The second, is a self-provisioning model, with the fibre infrastructure a 
critical cost input for a retail broadband unit with dominant market share. Anything short of 
those two models is, in our view, a waste of value.  

-Recalibrating exposure towards a segment with better economics and higher long-term value; by 
our estimates, terrestrial wholesale data is one of the fastest-growing segments in the African 
ICT space, ahead of retail broadband or enterprise ICT services. Market demand is deep and 
increasing, with MNOs facing substantial pressure to roll out 4G networks and prepare for 5G. 
Wholesale terrestrial margins are higher and more stable than in the retail broadband business, 
thanks to a solid annuity model and long-term leases. By selling their fibre assets, MNOs would 
get some cash and, assuming they retain a stake in the wholesale entity, increase their exposure 
to a segment with materially better margins. 

-Selling fibre assets to a specialist provider would also help reduce capital expenditure – and 
potentially strengthen the African MNO model. The upward pressures on MNO CapEx persist, 
even as operating margins have continued to deteriorate. African MNOs are being asked to 
spend a lot more on rolling out 4G and (soon enough) 5G networks, even as margins are getting 
tighter. While returns are still (in many cases) slightly higher than the cost of capital, many 
providers are essentially losing money on each marginal dollar of CapEx.  

The need for more fibre capacity is exacerbating CapEx requirements; in our recent report on 
African fibre networks, we estimated that the number of fibre sites in Sub-Saharan Africa would 
(conservatively) need to triple by 2022 (from 2017 levels) to meet the region’s 4G coverage 
projections. Selling fibre assets would transfer the responsibility for this fibre CapEx to a third-
party fibre provider, resulting in more efficient capital allocation. The fibre provider would be 
able to raise capital using its own balance sheet, and a business case unencumbered by the 
weight of retail voice and data competition.  

      

 

 

 

 

 

 

https://bit.ly/2v7NiWh
https://bit.ly/2v7NiWh
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THE PROBLEM WITH SELLING FIBRE ASSETS 

Conversely, there are good reasons for MNOs not to sell their fibre assets. For one, they don’t 
want to prop up competitors. In a context of intense competition at the service layer, fibre 
infrastructure is not only a source of competitive advantage for Tier-1 MNOs; it’s a potent weapon 
to drive smaller providers out of business, by keeping their fibre input costs high, while slashing 
average revenue. This is a critical reason why dominant MNOs (who hold the best fibre assets) 
will likely be reluctant to sell.  

A second obstacle is the relative lack of competition in African wholesale fibre markets. In the 
absence of a competitive fibre marketplace, an MNO would become highly dependent on one or 
two providers in a segment where flexibility and diversity are critical. The third significant 
challenge is finding a buyer that would pay market value for the fibre assets, and still retain the 
capacity to invest enough to support rising fibre requirements. Tower companies (I H S, Eaton) 
and independent fibre companies (Liquid Telecom, CSquared, DFA) are obvious candidates – but 
the capital requirements to make this work may just be too significant. 

Ultimately, whether an MNO sells will be a function of three main factors: 

-Their retail broadband market share: a dominant provider has no strategic impetus to sell. A 
number 2 or number 3 should strongly consider it. 

-Fibre market competition and supply diversity: selling makes sense if one can choose from 2-3 
fibre providers, less so if the wholesale market is not competitive enough. 

-And critically, one’s perception of the retail broadband connectivity business. If the MNO sees 
retail broadband as a solid source of long-term margins, then selling fibre assets is not a 
compelling proposition. If, by contrast, one sees retail connectivity as a commodity business, 
selling a CapEx-intensive asset makes sense, provided other conditions are in place to make it 
work. 
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To sell or not to sell fibre assets – a decision matrix 

 

Box categories are indicative only. 
Sources: Xalam Advisory research. 
 

RETHINKING – AND UNLEASHING MNO WHOLESALE 

Ultimately, we argue that at a minimum, MNOs will have to rethink their approach to wholesale 
– think of it less as a support unit, and more as a credible source of value in its own right.  Short of 
selling, this would mean turning wholesale departments into independent fibre units that could 
go after fast-growing metro and interurban fibre markets. This is the approach used by Bharti 
Airtel in India, a model it could bring to African markets. Aggressive, perhaps – but hardly 
outlandish.   
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DISCLAIMER 

 

This document is for informational purposes only. It is not to be construed as an offer of the solicitation 
of an offer to buy or sell any securities or other instruments mentioned herein or to participate in any 
particular trading strategy in any jurisdiction in which such an offer or solicitation would violate 
applicable laws or regulations. The information contained herein is based on sources believed to be 
reliable; however, we do not represent that this information is accurate, current, or complete and it 
should not be relied upon as such. Opinions, estimates, and projections in this report may represent the 
individual author’s personal opinions. 

 

Opinions expressed are current opinions as of the date appearing on this material only, and we do not 
undertake to advise of changes in these opinions or information. The recipient of this report must make 
its independent decisions regarding and securities or financial instruments mentioned and Xalam 
Analytics LLC accepts no responsibility or liability regarding such decisions. No part of this material may 
be reproduced, copied or duplicated in any form or by any means, or redistributed, without Xalam 
Analytics’ written consent. Any reproduction or distribution of this report without the prior written 
consent of Xalam Analytics is prohibited. 
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