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DFS 16 PROJECTS
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Status of infrastructure projects in
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Investment in transboundary infrastructure in
Africa is beset by three giant fallacies:

1. Africa is too risky

2. There are too many divergent laws, policies
and regulations

3. Investment opportunities are scarce

Source: ECA. 2015. Economic Report on Africa: Industrialization through
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192

Country Name

Libya

Eritrea

Central African Republic

Hait

Afghanistan

Democratic Republic of Congo
Guinea-Bissau

Chad

Somalia

South Sudan

Average

Rank

165.7
166.7
1693
1700
1703
170.7
1715
1750
176.0
1790

CPI2013

172
150
134
163
175
154
163
163
175
173

DB2014

187
184
188
177
164
183
180
189

186

FSI12014

138
156
176
170
172
175

173
177
178

Indicators used: Corruption/rule of Law; Business Environment;

Social and Political risk
Rankings used: Corruption perception index (Tl); Ease of Doing

Business (WB); Fragile State Index (Funds for Peace)

Source: https://www.investmentfrontier.com
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1. Apart from DRC, non of the “risky”
countries in Africa is in the DFS 16.
Risk=High returns.

2. Inspite of “low risks” in developed
countries, their markets and
investments collapsed in 2008.

3. Error of aggregation (Can we lump
CAR, Somalia and S. Sudan with S.
Africa, Nigeria, Mauritius,
Botswana?)




Four recent key findings

1. Risk premium is higher for Africa : Due to perceived risieZEs s
and cost of capital, internal rate of return for securing ’
partners and investors is 16-20%; Other developing
countries: 11-15%

2. Greater support required in Africa during project
development (political support, risk mitigation,
development institutions, incentives, etc)

3. Greater difficulty in securing qualified professionals.
Difficulty to secure a qualified project developer is 7.6

versus 5.0 for Asia and 4.6 for Emerging Europe (on a scale
of 1-10, where 10 is hardest).

4. Project developers in Africa face more challenging roles
(securing off-take agreements, negotiating with
Governments, securing risk mitigation, etc.)

Source: Private Sector Project Developers: Scaling Investable Infrastructure

in Africa (Africa Investor/Global Clearinghouse of Development Finance,




Dealing with risks

1.  Watch what Africans are doing (Are they g
investing or divesting?)

2. Watch what China is doing

3. Exploit the “wimp factor” of the
competition.

4.  Exploit poor state of infrastructure

Source: ECA. 2015. Economic Report on Africa: Industrialization through




What Africa is doing...

% e South Africa, Ni%eria, Morocco, Ken])sa and Egypt,
accounted for 58% of Africa’s total FDI projects in 2016.

e By 2025, African countries will spend over $180 billion on
infrastructure.

e By 2025, Nngeria will spend $77 billion on infrastructure,
up from $23 billion in 2013. (World Bank)

e By 2025, South Africa will sgend $60 billion on
infrastructure, up from $22 billion in 2012.

e Investment climate has improved in Africa through
business-friendly reforms and democracy.

e High level Xolitical will exist: DFS 16, PIDA, Agenda
2063, 2030 Agenda, PICI.




Watch what China is doing

China was Africa's largest foreign investor in monetary terms in 2016

China

UAE

Italy

USA

Japan

UK

France
India

Spain
Switzerland

Germany

Source: Ernst & Young’s Attractiveness Program Africa , 2017
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Watch what China is doing

e Foreign Direct Investment (FDI) from China to
Africa grew sharply with a 106% rise in
projects, according to Ernst & Young's
Attractiveness Program Africa 2017.

e In comparison, FDI projects in Africa by the US
and UK fell 5.2% and 46.8% respectively.

12



The Investment Case

« Pension Funds are eager to increase investment in
infrastructure in Africa (Eskom, second largest in
South Africa will increase investment to 15%).

 Johannesburg Stock Exchange says
“infrastructure firms exhibit lower revenue
volatility and higher payout ratios (dividends to
revenue) than any other group of private or public
firms”

e There is now a continental model law in Africa
which addresses concerns of foreign investors

« Comprehensive risk mapping of DSF 16

Source: ECA 2017; Johannesburg Stock Exchange, 2017
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A Model Law framework in 8 sections and 23 Articles

General Provisions

o

v Preamble and
objectives of the
Law

¥ Scope of the Law

Environmental
and social
standards

/‘/ Guiding
principles on
Environmental
and social
standards

v Operational
safeguards

Source: ECA/NEPAD

Appointment of the
project Regulator

ﬁ Transboundary

Infrastructure Project
Regulator-African Forum
for Utility Regulators
(AFUR)

v Functions of AFUR

v Powers of AFUR

v Co-ordination of Local
Activities

v Anti-Corruption and

Free Movement of
Entities, personnel,
Good and Services

— 1

/‘/ Free movement of
entities

v Free movement of
Personnel

v Immigration

v Free movement of

\Transparency Standardy

Investment Assurances
and Protections

(‘/ Equity and Non-

discrimination
v Investment Assurances and
foreign Exchange Measures

Procurement

(. I\

v Procurement
standards

v Guiding

principles of

rocurement
7 Y,

\ goods and services /

Funds, Finance,
Accounts and
Fiscal Regime

v Financing
v Fiscal Incentives

Dispute Resolution
Provisions

1

(/ Settlement of \

Disputes
v State Immunity
v Miscellaneous
Provisions
v Interpretation

\ and Definition ;

14



A Model Law for transboundary infrastructure projects in Africa

The objects of the Model Law are to:

a Facilitate private sector investment and financing in
Transboundary Infrastructure Projects;

a Ensure transparency, efficiency, accountability and
sustainability of Transboundary Infrastructure Projects;

a Harmonise cross-border regulation of Transboundary
Infrastructure Projects; and

a Promote intra-African trade and open domestic markets to
international trade.

Source: ECA/NEPAD Agency 2017
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Africa can fund its priorities with domestic

resources.
- $520 billion annually from domestic taxes
- Remittances steadily increasing ($10 billion annually)
- $168 billion annually from minerals and mineral fuels
- Banking revenues are estimated at about $60 billion
- International reserves amounts to $400 billion
- $50bn annually in [llicit Financial Flows

- Stock market capitalization was estimated at $1.2 trillionin
1977. In 2016, Johannesburg Stock Exchange held $0.9
trillion

Source: ECA and NEPAD 2014
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Africa’s Equity Market
e South Africa $970 billion

e Namibia $137 billion
e Nigeria at $114 billion
e Morocco at $55 billion
e Egypt $54 billion

e Ghana $28.2 billion

e Kenya $20.6 billion

Note: $93 billion needed yearly till 2020 for Africa’s
infrastructure

Source: http://www.africastrictlybusiness.com/lists/africas-equity-market-

capitalization.

UNECA.ORG
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VPoA, SDG, Agenda 2063, etc) into a coherent
strategy.

Forge partnerships (AU, NEPAD, ECA) to
implement Model Law on investment in
transboundary infrastructure.

Forge partnership on the 5% Pension Funds
campaign (NEPAD, ECA). Exploit Domestic
resources.

Use infrastructure champions (eg Dangote)

Advocacy: What Africa, China others are doing;
exploiting poor state of infrastructure

Source: ECA. 2015. Economic Report on Africa: Industrialization through

UNECA.ORG
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