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Key Africa Equity Indices Performance
Equity Index

1/2/2013

NSE 20
FTSE NSE Kenya 15
FTSE NSE Kenya 25
DSEI (TZ)
UGSINDX
NGSE All Share
EGX 30
JALSH (SA)
S&P 500
FTSE 100

4,140.43
126.46
129.24
1,486.86
1,226.27
28,501.21
5,634.55
40,061.75
1,462.42
6,027.37

9/1/2013

9/30/2013

4,697.75
155.73
157.71
1,611.46
1,469.01
36,248.53
5,267.72
42,228.34
1,632.97
6,412.93

4,793.20
166.21
168.65
1,670.73
1,564.04
36,585.08
5,620.53
44,031.83
1,681.55
6,462.22

% Ch. m/m

% Ch. YTD

2.0%
6.7%
6.9%
3.7%
6.5%
0.9%
6.7%
4.3%
3.0%
0.8%

15.8%
31.4%
30.5%
12.4%
27.5%
28.4%
-0.2%
9.9%
15.0%
7.2%

% Ch. m/m

% Ch. YTD

1.7%
0.4%
1.0%
-0.3%
2.3%
0.8%
1.3%
-4.2%
-2.3%

0.2%
-0.9%
5.5%
-3.4%
-15.4%
-3.0%
-7.4%
0.4%
-2.5%

% Ch. m/m

% Ch. YTD

-4.1%
-5.2%
-8.3%
2.8%

-20.6%
9.9%
-29.8%
-9.8%

Key Global Currency Performance
Currency

1/2/2013

9/1/2013

9/30/2013

KES / USD
TZS / USD
UGX / USD
ETB / USD
ZAR / USD
NGN / USD
EGP / USD
USD / GBP
EUR / USD

86.25
1,588.30
2,704.97
18.28
8.50
156.70
6.39
1.63
0.76

87.60
1,610.00
2,588.00
18.86
10.28
162.90
6.99
1.55
0.76

86.10
1,603.46
2,562.99
18.92
10.05
161.55
6.90
1.62
0.74
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Key Global Commodity Performance
Commodi ty

1/2/2013

9/1/2013

9/30/2013

Gol d
Oi l
Si l ver
Copper

1,681.50
93.14
3,087.00
8,084.75

1,392.75
107.98
2,364.00
7,094.00

1,335.75
102.36
2,168.00
7,290.00
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PART II:

MONTHLY COMMENTARY
One of the big current East African issues, if the pun can be forgiven, is Eurobond issuance by regional governments. As
these bonds are priced in USD, governments are trying to get their issues away before a widely expected increase in US
interest rates. We are keen to see this happen to allow increased infrastructure spending, but we'd also like to see
more innovative ways to raise government capital such as privatizations and PPPs, so that national balance sheets do
not become too stretched. We are expecting this in Kenya in particular.

In the oil and gas sector BG Group declared plans to spend USD 160m in drilling for oil and gas at its two offshore blocks located East
of Mombasa island; heightening Kenya’s oil search. Ophir and BG Group announced that they had found positive results from their
completed drill-stem test in the Pweza gas field offshore southern Tanzania. Apache Corporation abandoned its hunt for
hydrocarbons in Kenya, after finding only non-commercial quantities of gas. In mining the Tanzania Government announced 175.8
million tons of confirmed uranium reserves at Mkuju River, while in Uganda a new discovery of rare earth metals has been made in
the Busoga sub-region.
In PE we saw 2 investment deals in the renewable energy and transportation & logistics sectors and in M&A we saw 5 deals in the
energy, hospitality, beverage, oil & gas and aviation sectors (see Deals on p.3). We have seen a significant number of M&A deals in
East Africa this year as local and international investors look to pick up growth through acquisition. We expect this development to
continue for the remaining part of 2013 and into 2014.
In the listed equities market, the month of September witnessed the NSE 20 index edging higher by 2.03% to close at 4,793 points
mark (-4.72% off year high) . Foreign investors remained dominant contributing to about 66.00% (previous month 77.80%) of total
market participation on the buy side and 45.00% (previous month 46.20%) on the sell side. However, net foreign inflows decreased
to USD 23.37 m (previous month USD 115.5m) with Safaricom being the most purchased stock (USD 11.55m) and Scan Group most
sold (- USD 0.711 m) by foreign investors. Total equity market turnover recorded stood at USD 115.1 m (previous month USD 237.7m)
for the month with Safaricom being the top mover (USD 26.08m).
A volatile outlook on short term inflation is to be expected given the implementation of the VAT Act on some goods and services.
With the CBR retained at 8.50%, the MPC expects no demand driven inflationary pressures as non-inflationary private sector credit
growth continues. Kenya also reported a GDP growth of 4.30% in 2Q13.
Edward Burbidge, CFA
Chief Executive Officer

OTHER KEY MARKET INDICATORS
Interest Rates
Country/Regi on
Centra l Ba nk of Kenya (Kenya )

Current Ba s e Ra te Previ ous Ba s e Ra te
8.50 %

8.50 %

12.00 %

12.00 %

Ba nk of Ta nza ni a (Ta nza ni a )

7.58 %

7.58 %

South Afri ca n Res erve Ba nk (RSA)

5.00 %

5.00 %

Centra l Ba nk of Ni geri a (Ni geri a )

12.00 %

12.00 %

Centra l Ba nk of Egypt (Egypt)

8.75 %

9.25 %

Ba nk of Engl a nd (UK)

0.50 %

0.50 %

Federa l Res erve Ba nk (USA)

0%-0.25%

0%-0.25%

Europea n Centra l Ba nk (EU)

0.50 %

0.50 %

Ba nk of Uga nda (Uga nda )

Projected inflation rates and change in GDP
Proje cte d I nfl a ti on Ra te s
Proje cte d GDP Growth
2013
2014
2013
2014
Ke nya
5.4%
5.0%
5.9%
6.2%
Uga nda
5.0%
4.9%
5.6%
6.5%
Ta nza ni a
8.5%
5.8%
7.0%
7.2%
Rwa nda
5.7%
6.8%
7.5%
7.5%
Burundi
10.0%
5.7%
4.5%
4.7%
Ethi opi a
7.2%
8.2%
7.0%
7.5%
Source: IMF, World Economic Outlook, October 2013
Country
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Investment in Ethiopia’s Mining Sector Reached ETB 16.2 Billion
Ethiopia plans Eurobond once review for rating complete
Uchumi traded on Rwanda exchange on its first day of cross-listing
Fanisi Capital eyes Sub-Saharan Africa with 2014 fund launch
Carlyle’s maiden sub-Saharan fund exceeds USD 500m target
Abraaj launches USD 800m Africa Fund
African private equity fund opens Johannesburg office
Africa bond issues soar to record sums
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PART III:

SELECTED DEALS (1/2)

Date
30th Sept 2013

Buyer
Seller
Jacana Partners & Soros DSM Corridor Group
Economic Development
Fund

Investment size
USD 1 million

3rd October 2013

CfC Stanbic Bank,
Norfund & others

Aeolus Kenya

USD 150 million

4th October 2013

Kenya Petroleum
Refineries Ltd (KPRL)

Essar Energy plc

c.USD 5 million

4th October 2013

African Development
Bank (AfDB)

Lake Turkana Wind
Project (LTWP)

EUR 20 million

Shelter Afrique

KES 3.5 billion

4th October 2013

Synopsis
Soros Economic Development Fund (SEDF) and Jacana Partners have
acquired an undisclosed stake in DSM Corridor Group (DCG), a bulk cargo
handling company in Tanzania’s capital Dar es Salaam. Jacana invested
USD 1 million in DCG. The new investment will help DCG to expand its
scope of handling dry bulk cargo. The new investment will also finance
the expansion of DCG’s storage capacity in terms of volumes and range of
commodities. Founded in 2004, DCG services include ship to shore
discharge of cargo, container stuffing and de-stuffing as well as logistical
services for forwarding of materials.
CfC Stanbic Bank has signed a deal with independent power producer
Aeolus Kenya, to build a KES 12.9 billion (USD150 million) wind power
plant in Kenya. Kinangop Wind Park will add a further 60MW to Kenya’s
1,672MW national power grid. The wind power plant, which will be built
in Kinangop, will be the largest wind power generation project to be built
in sub-Saharan Africa to date outside of South Africa. Standard Bank, CfC
Stanbic Bank’s parent bank will underwrite KES7.74 billion (USD90
million) of the debt, while Norway’s Norfund and a large Africa-focused
international infrastructure investor will provide KES5.16 billion
(USD60million) in equity. Aeolus Kenya has already signed a PPA with
state utility Kenya Power.
Essar Energy plc, the India-focused integrated energy company,
announced that it intends to exit from its 50% owned joint venture
business Kenya Petroleum Refineries Ltd (KPRL), which operates an oil
refinery in Mombasa, Kenya. Essar Energy, through its subsidiary Essar
Energy Overseas Limited, has exercised a put option under the
shareholders’ agreement to sell its stake in KPRL to the Government of
Kenya, which owns the remaining 50% interest in KPRL. Essar Energy
acquired its 50% stake in KPRL in July 2009 for a total consideration of USD
7m from BP, Chevron and Royal Dutch Shell. Under the terms of the
shareholders’ agreement established with the Government of Kenya at
the time of the acquisition, Essar Energy has the right, under certain
conditions, to exercise a put option under which the Government of
Kenya would buy Essar Energy’s 50% share of KPRL for USD 5m.
The KES 71 billion 300MW Lake Turkana Wind Project (LTWP) is set to start
April 2014 after the African Development Bank (AfDB) issued EUR20
million (KES2.4 billion) guarantee for part of the project. AfDB will
partially guarantee timely construction of the 428-kilometre Kenya
Electricity Transmission Company (Ketraco) transmission lines from base
stations to the national grid, eliminating a key concern that saw the
World Bank back out of the project. This brings the pan-African
development financier’s total exposure in the project to KES16 billion
inclusive of an earlier development loan. The project is expected to
produce the first 50MW by March 2016 with full production expected a
year later.
Pan-African mortgage financier Shelter Afrique’s KES3.5 billion bond has
been oversubscribed, with most investors preferring to lock in high rates
of return in an uncertain interest rate environment. The bond offer, that
was open for 10 days, received KES 5 billion subscriptions from
institutional investors, banks and insurance companies. It absorbed all
the funds as the offer had a green-shoe option of up to KES1.5 billion. The
bond allowed investors to choose between a fixed rate of return set at
12.5 per cent or a floating rate pegged on the 182-day Treasury bill rate
with a margin of 1.5 per cent. The floating rate would however not fall
below seven per cent or exceed 16 per cent. Investors disregarded the
warning raised by international rating agency Moody’s over ShelterAfrique’s loan portfolio, which pointed out that debt issued by the firm is
deemed to have speculative elements and is subject to substantial credit
risk.
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SELECTED DEALS (2/2)

Date
Buyer
16th October 2013 Coca-Cola Export
Corporation

Seller
Investment size
Coca-Cola Juices Kenya
Limited

16th October 2013 TPS Eastern Africa

Ol Pejeta Ranching
Limited

16th October 2013 Premier Oil plc

22nd October 2013

Synopsis
Coca-Cola has increased its stake in a local juice manufacturer it owns
with local investors through bottling companies that sell its products in
the region. A notice from the Competition Authority indicated that a
subsidiary of an Atlanta-based firm, Coca-Cola Export Corporation has
increased its ownership Coca-Cola Juices Kenya Limited, the
manufactures of Minute Maid juice to 66.03%. The local shareholders own
the remaining stake through bottling firms like Kisii Bottlers, Mount
Kenya Bottlers, Rift Valley Bottlers, Coast Bottlers and Nairobi Bottlers.
The deal gives Coca-Cola full control of the local juice firm that was
started in 2002 through a joint venture between the US firm and the
bottling firms that have a franchise deal with the beverage giant.

TPS Eastern Africa, owners of the Serena chain of hotels, has acquired the
luxury Sweetwaters Tented Camp from Ol Pejeta Ranching Limited as part
of its expansion and diversification strategy. A notice from the
Competition Authority indicated that the hotel chain had acquired the
assets of the Laikipia-based luxury tented facility that sits on the plains of
Mount Kenya. TPS previously managed the 39 luxury tents on behalf of
the conservancy located on a 110,000-acre piece of land. TPS had inked a
30-year lease agreement with the conservancy with the option of a
further extension.
Taipan Resources Inc
C. USD 27 million Taipan Resources Inc, through its wholly-owned Kenya-based subsidiary
Lion Petroleum Corp. announced the signing of a binding farmout
agreement with Premier Oil Investments Limited, a subsidiary of Premier
Oil plc whereby Premier will acquire a 55% participating interest in Block
2B onshore Kenya. Taipan will retain a 45% interest in Block 2B. The
Company holds its interest in Block 2B pursuant to a production sharing
contract with the Government of the Republic of Kenya. Completion of
the farmout is subject to certain legal conditions, financial audits and
other approvals.
Lady Lori Kenya Limited
American investors have ceded 100% ownership of a helicopter firm, Lady
Lori Kenya Limited, to their local executives (Ian Mbuthia Mimano, Adi
Vinner and Peter Nthiga Njagi) for an undisclosed amount. A notice from
the Competition Authority indicated that the new shareholders have
fully acquired ownership of Lady Lori Kenya Limited as demand for
helicopter services continues to rise. The Company was started 15 years
ago by an American couple, Jim and Lori De Nooyer, who moved to Kenya
from New York. Lady Lori is one of the major players operating out of
Wilson Airport competing with Everett Aviation, ALS Limited, Youth
Limited and Kenya Wildlife Service Airwing among others. There has
been increased demand for helicopter services mainly driven by ongoing
oil exploration in northern Kenya, which is not easily accessible by road.
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PART IV:

OTHER NEWS (1/7)

NSE turnover hits KES 115bn, touches record annual high
Nine-month trade volumes at the Nairobi Securities Exchange (NSE) have surpassed last year’s total, setting the stock market
on course to hitting a new annual turnover record. Data released by the exchange for up to end of September shows the NSE
equity turnover for the nine months to September 2013 stood at KES 115.4 billion, compared to KES 86.8 billion for the full
year 2012, KES 78.1 billion for 2011 and KES 110.3 billion for 2010 which is the highest ever annual turnover recorded by the
NSE.
The stock market has seen heightened activity this year from foreign investors who have raised their appetite for blue-chip
stocks. The rise in investor activity has coincided with a bull-run that has persisted for over one year at the NSE. The NSE 20Share Index has gained 25 per cent in the past one year, translating into substantial gains for investors.
Risk and research firm Stratlink Kenya, in its October markets update, say that the build-up in equities markets’ momentum is
in line with year-end expectations, with a taper only likely to be brought in by the December holidays. The bourse has
weathered the expected shock from a sharp rise in inflation as a result of the new value added tax laws and the terror attack at
Westgate mall in September. This, according to analysts, is partly due to the falling interest rates and investors considering the
terror attack as a one-off event. Political risk, however, remains for the stock market, according to Stratlink Kenya, with the
ongoing cases at The Hague set to dominate the national space for the remaining months of the year.
(Source: Business Daily, BC Research)

Shelter Afrique’s KES 3.5 bn bond oversubscribed
Pan-African mortgage financier Shelter Afrique’s KES 3.5 billion bond has been oversubscribed, with most investors preferring
to lock in high rates of return in an uncertain interest rate environment. The bond offer attracted bids of KES 5.0bn (USD
581m), all of which were accepted. Investors had a choice to apply for a fixed rate of return set at 12.5% or floating rate pegged
on the 182-day Treasury bill rate with a margin of 1.5 % and a 7% floor and 16% ceiling. The minimum subscription for the
offer was KES 100, 000 with a five-year tenor. The floating rate uptake comprised 15 per cent of the subscription translating to
KES 760 million with the remaining 85 per cent going to fixed rate subscribers, approximately KES 4.23 billion. Currently the
six-month government paper is priced at 9.7 per cent, at which rate the paper will pay interest at 11.2 per cent. The uptake
pattern underlines the appetite of most investors to lock in the predictable high return of 12.5 per cent in an environment
where interest rates have been volatile. The 182 day T-bill rate rose to 10.8 per cent at the end of August from 6.8 per cent in
July before declining to the current 9.7 per cent.
Investors gave a cold shoulder to a red flag raised by international rating agency Moody’s over Shelter-Afrique’s loan portfolio,
which pointed out that debt issued by the firm is deemed to have speculative elements and are subject to substantial credit risk.
(Source: Business Daily, BC Research)

JSE Listed Company Plans Massive Investment in Kenya Property Market
South African property investor, African Land Investments, has revealed plans to spend between USD 25 million and USD
100 million in Kenya’s real estate market with an eye on buying completed office blocks, warehouses and shopping malls.
Acquisition plans are expected to gain traction in the first and second quarters of 2014. However, the company will not take
on any development risk but will only acquire completed properties.
The property investment company, which is presently seeking to be listed on the Johannesburg Stock Exchange (JSE) wants
to grow its portfolio to at least USD 1 billion within the next four years with new shopping centres to be opened in Nigeria,
Kenya, Uganda, Senegal and Mozambique. Upon listing, the property investor will become the first JSE listed company that
focuses exclusively on African real estate aside its home market, South Africa. Sub-Saharan African nations like Nigeria,
Ghana and Kenya are becoming the hub of retail activities as urbanization and the clamour for quality goods and services by
the middle-class rises.
(Source: Ventures Africa, BC Research)
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OTHER NEWS (2/7)

Bacardi sets up shop in Nairobi
Bacardi Limited, the world’s largest privately-owned spirits company, will Tuesday open its first African office in Nairobi as the
firm seeks to grow sales from emerging markets such as Kenya. The maker of brands such as Bacardi Martini, Dewar’s, Mojito
cocktails, Grey Goose vodka and Drambuie Scotch whisky said it would use the Nairobi office to capture a larger share of the
East African market.
The Bermuda-based brewer is eyeing Kenya’s emerging middle class which has developed a fine taste for luxury goods such as
spirits, wines and champagne. The Africa market has also caught the attention of other premium distillers like Champagne Moët
& Chandon, Jameson Irish whiskey and Southern Comfort, which have intensified their market presence in recent years. South
Africa’s Distell Group is set to acquire 30 per cent stake in Kenya Wine Agencies Limited (Kwal), reflecting the growing interest
of foreign firms in the Kenyan market. Bacardi’s search for a bigger pie of the spirits market puts it in direct competition with
local firms such as East African Breweries Limited and Kwal.
Bacardi has a portfolio of more than 200 brands and labels that are available in over 150 countries globally. Its net sales stood
at USD 4,576 million last year.
(Source: Business Daily, BC Research)

Unilever plans KES 17.4bn plant in Kenya
The consumer goods manufacturer, Unilever plans to invest KES 17.4 billion (EUR 150 million) in a new manufacturing plant in
Kenya. The planned investment will cater for the manufacturer’s expanding interests in the greater eastern African region,
including Ethiopia and Tanzania. The company's global chief executive officer, Paul Polman said Unilever also plans to expand
its existing factories in Kericho, to increase tea processing to 50,000 tonnes per year from the current 30,000 tonnes. The
company is also working with researchers on how to raise tea yield on Kenyan farms by up to 40 per cent. Unilever buys as
much as 30 per cent of Kenyan teas. Unilever’s Kericho-based tea business has 8,400 hectares of tea bushes and seven factories
producing tea for the global market.
Industrialisation and Enterprise Development Cabinet secretary Adan Mohammed said there was a flurry of business interest
in Kenya, sparked by the country’s prudent management of the economy and pro-business policies.
(Source: Business Daily, BC Research)

Co-op Bank eyes mining deals in South Sudan
Co-operative Bank will next week open its first foreign subsidiary in South Sudan as lenders race to reduce reliance on the
Kenyan market. South Sudan is one of the most lucrative markets in the East African region where Kenyan banks target to take
advantage of low penetration of financial services.
Central Bank of Kenya data show that the 11 banks with subsidiaries in the region had a combined pre-tax profit of KES 5.1
billion last year, up from KES 2.3 billion in 2011. Co-op Bank is set to replicate in South Sudan its model of partnerships with cooperative societies that has given it access to Kenya’s 12,000 saccos and their 10 million customers.
The bank has taken a 51 per cent stake in a joint venture with the government of South Sudan, which is expected to transfer the
49 per cent stake to the co-operatives after three years. In our view, Co-op Bank’s strategy encouraging local shareholding will
offer it an advantage as it resonates with the locals in the new market.
(Source: Business Daily, BC Research)

Uganda on track to start oil production by 2018
Uganda finally took the first steps towards oil production with the assigning this week of a production licence to the China
National Offshore Oil Company, CNOOC. Following the agreement announced by the Ministry of Energy on Wednesday, Uganda
now expects commercial extraction of its 1.8 billion barrel oil resource to begin in early 2018 from the King Fisher field. The
development is the culmination of 10 months of negotiations between Uganda and the oil consortium led by Tullow that also
includes French oil giant Total and CNOOC, on the field development plan and petroleum reservoir report. Uganda expects to
issue more production licences in the near future for eight oil fields.
Although CNOOC operates the King Fisher field, Tullow Oil and Total Exploration and Production Company own equal shares in
the field. The partners will invest USD 2 billion to develop the field in preparation for actual production. The government has
also announced it will participate in the King Fisher licence with a 15 per cent share once production begins.
(Source: The EastAfrican, BC Research)
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OTHER NEWS (3/7)

New minerals worth trillions discovered in Busoga region
With the country’s focus overly tilted towards the oil discoveries in the Albertine belt, another mineral discovery of Rare
Earth metals has been discovered in the Busoga sub-region. Capable of transforming Uganda’s economy, the minerals
include; Aluminous clays, yttrium, and rare metals such as gallium and scandium, whose exploration is in advanced stages
but financial worth stands at USD 370 billion (about UGX 942 trillion).
The lead explorer, Mr David Kyagulanyi, of Kweri investments, a local mining company, said the feasibility studies so far
conducted indicate that there is a possibility of more deposits for the mineral. While he made a case for this mineral wealth,
he further stressed that the money needed to facilitate additional explorations and actual mining for the Aluminous clay is
UGX 1.62 billion (USD 650 million). Infrastructural development of roads and a railway line, are also still needed in the area
and in the employment of the technology needed. Mr Kyagulanyi said Kweri Investments has so far injected UGX 755 million
in the exploration, and the company is currently limited by resources to continue.
(Source: Monitor, BC Research)

BG/Ophir well testing offshore Tanzania shows potential
Natural gas giant BG Group has said it found ‘excellent’ results from its completed drill-stem test in its part-owned Pweza
gas field offshore southern Tanzania. Initial results from a drill-stem test on Pweza-3, located around 70 kilometres off
the Tanzanian cost in some 1,400 metres of water, confirmed both the excellent properties of the Tertiary section
reservoir, including flow and connectivity, BG said.
Pweza-3 is the first test to be done in Block 4 a flowed at a maximum 57m cubic feet of gas per day. The company said
that the tests confirmed the ‘robustness’ of its recently-announced total gross resource estimate in Tanzania of 13trn
cubic feet of gas. BG owns 60% in Block 4 while Ophir Energy holds 40%. The partners are now evaluating 3-D seismic
survey data to help identify offshore targets for a new exploration programme in 2014.
(Source: Oil Review, BC Research)

Small and medium sized oil firms invest USD 12.8bn in EA
Small and medium sized oil and gas companies pumped at least USD 12.8 billion into East Africa last year in capital
expenditure, increasing competition for control of recent discoveries in the region. Data released by Evaluate Energy, a
London-based consultancy that tracks oil and gas deals, indicates that small and medium firms are growing their
investment in the region faster than anywhere else in the world. The investments are expected to rise by a larger margin
this year, following further discoveries.
According to the consultancy firm, East African experienced a 24 per cent jump in 2012, while other regions such as
North Africa and West Africa experienced similar increases in the same period, at slightly lower margins of 21 per cent.
Capital expenditure by small and medium oil and gas explorers in Southern Africa also displayed an upward trend, mainly
attributable to the recent shale developments in the region. The total expenditure by small and mid-capital oil and gas
companies in Africa was USD 39.5 billion in 2012, representing an increase of 20 per cent from 2011 when the figure was
USD 32.8 billion.
Oil and gas reserves have historically been associated with North and West Africa. Algeria, Angola, Egypt, Libya and
Nigeria in 2012 accounted 84 per cent and 91 per cent of Africa’s oil and production in 2012 respectively. Wood
Mackenzie, another British energy research firm, has predicted investment in oil and gas exploration sector in East Africa
will to rise to USD 7 billion annually by 2018. Demand among energy investors for areas demarcated for exploration in
East Africa is high, on the back of massive quantities of gas found in Tanzania and Mozambique, as well as oil discoveries
in Uganda and Kenya. Kenya, Uganda, Tanzania and Mozambique are attracting investment due to the discovery of more
than 130 trillion cubic feet of natural gas and about two billion barrels of crude oil to date. Wood Mackenzie estimates
capital investment in East Africa averaged USD 1 billion a year since 2010, and will grow by 60 per cent annually until
2018. Uganda is poised to become a major exporter of oil as the 1.2 billion barrel Lake Albert project moves forward.
(Source: The EastAfrican, BC Research)
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OTHER NEWS (4/7)

Tanzania eyes USD 1.7bn from iron and coal projects
Tanzania is hoping to earn USD 1.7 billion annually, or eight per cent of its GDP, from iron ore, titanium and vanadium
mining as well as a planned 600MW coal plant. Feasibility studies on the projects are complete and they will be launched
in May next year. The National Development Corporation (NDC) has announced that an exploration conducted in a 10km²
area discovered 219 million tonnes of iron, which can take up to 70 years to mine at a million tonnes per years. This would
make Tanzania the fourth largest producer of iron in the world. The exploration also found 175,400 tonnes of titanium,
which can generate USD 438.5 million, and 5,000 tonnes of vanadium, which can fetch USD 117.5 million annually.
In September 2011, NDC signed a Subscription and Shareholders Agreement with Sichuan Hongda Corporation (SHC) of
China to mine iron in the country and generate power. They formed Tanzania China International Mineral Resources Ltd,
which projects to create 6,000 direct jobs and another 35,000 indirect jobs. The agreement gives NDC a 20 per cent stake,
which is expected to increase to 49 per cent in five to 10 years from 2018, when mining starts. The firms will use the iron
ore reserves as security to borrow USD 600 million from banks in China as their contributing capital to the USD 3 billion
needed to start the project. NDC’s contribution to the project — the mineral resources — will be used to secure the
remaining USD 2.4 billion in loans from financial institutions guaranteed by SHC. The power plant will generate 600MW
from coal mined in the Mchuchuma area and some of it will be used in iron ore mining.
(Source: The EastAfrican, BC Research)

Massive uranium find – at Mkuju River, Tanzania
Tanzania Government has announced that 175.8 million tons of uranium reserves have been confirmed so far at Mkuju
River. The Acting Commissioner for Minerals, Eng. Ally Samaje, indicated that the government will earn 190 million dollars
in royalties from commercial extraction by Australian mining company, Mantra Tanzania Limited. Eng. Samaje explained
that in July 2012, the World Heritage Committee under the United Nations Education, Scientific and Cultural Organisation
(UNESCO) granted permission to remove the Mkuju River project area from the world heritage list so that extraction can
be possible. Following the decision, the Environmental Impact Assessment Certificate has already been issued by the
National Environment Management Council (NEMC) and already the Ministry of Energy and Minerals has issued a licence
that allows for extraction of uranium to take place.
(Source: Into East Africa, BC Research)

Tanzania bank IPO opens doors to Kenyan investors
Maendeleo Bank’s initial public offering (IPO) at the Dar es Salaam Stock Exchange (DSE) targets to raise around KES 216
million through the sale of eight million shares at TZS 500 (KES 27) each. The bank has opened its IPO to Kenyan investors
hoping to raise the full amount. The offer which opened mid-August and is closing mid-October has already seen most of it
shares taken up with only 972,000 shares still unsubscribed.The offer is a departure from the past when the country that
maintains a tight grip on its capital account treated Kenyan, Rwandese and Burundian investors as foreigners. Maendeleo
Bank, a Christian-based micro-lender, will also be breaking new ground by becoming the first firm to be listed on DSE’s
Enterprise Growth Market, a platform for listing small firms.
Listing on the DSE is expected to take place on October 21, but the promoters of the offer will not be able to sell their
shares. United Evangelical Mission, ELCT-Eastern Coastal Diocese, Tumaini Dar-es-Salaam College, directors and other
large shareholders will hold onto their shares until 2016. According to the prospectus, promoters of the bank will be
subjected to a 3-year lock-in period during which they will not be able to sell their shares.
(Source: Business Daily, BC Research)
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Tanzania opens second bank IPO to foreign investors
Tanzania has opened a second initial public offering (IPO) to foreign buyers including Kenyan investors, indicating a new
level of openness for an economy that has previously restricted sale of its businesses to non-citizens. Mwanza Community
Bank’s IPO, the second such offer that is open to non-Tanzanians, is expected to close at the end of October.
The bank is seeking to raise KES 146 million through the sale of 5 million shares at TZS 550 (KES 29) and is giving equal
treatment to Kenyan and other foreign investors. This is the second Tanzanian lender, after Maendeleo Bank, to give equal
status to foreign investors. It could be a sign that the neighbouring market is warming up to the East Africa Community’s
ambition to have a single market.
Christian-focused lender Maendeleo Bank’s KES 216 million IPO, which was open to all East Africans, is expected to close and
will list on the Dar-es-Salaam Stock Exchange’s (DSE) Enterprise Growth Market, a segment for listing small firms, on
October 21. Mwanza Community Bank will also list on the DSE’s EGM on December 13 and is already assured of getting 12
per cent subscription from the current shareholders. The Kenya Association of Stockbrokers and Investment Banks chief
executive Willie Njoroge said that in future the community banks may expand to Kenya and other markets and having local
shareholders will smoothen acceptance in the new markets.
(Source: Business Daily, BC Research)

Investment in Ethiopia’s Mining Sector Reached ETB 16.2 Billion
Investment in Ethiopia’s mining sector has reached ETB16.2 billion, Walta Information Center reported. The number of
domestic and foreign investors engaged in the mining sector has also reached 137, Bacha Fuji, the Ministry’s public relations
and communications director, told Walta Information Center. In the last fiscal year, the Ministry has issued mining and
exploration license to 7 companies, Bacha said. The Ministry has earned 166.43 million birr revenue during the previous
fiscal year, surpassing its target by 166 percent.
(Source: 2merkato, BC Research)

Ethiopia plans Eurobond once review for rating complete
Ethiopia is now sub-Saharan Africa's fifth biggest economy and one of the continent's fastest growing. Foreign appetite for
African bonds has been strong as investors scramble for yield. Without giving a timeline, the prime minister said securing a
credit rating was part of the process towards such an issue, adding that plans involved not only a Eurobond but other bonds
as well. He said he would stick to a policy that has kept the telecoms monopoly in state hands and the banking sector dominated by three state institutions - off limits to foreigners, as income or financing from those entities is being used to
develop the country's infrastructure. Revenues from Ethio Telecom were allocated to fund railway development. The World
Bank, IMF say the rush to build infrastructure, including what will be Africa's largest dam, a USD 4.7 billion self-financed
project with 6,000 megawatts of hydropower, is starving private enterprise of cash.
Foreign direct investment in the financial year 2012/13 was around USD 2 billion and is expected it to be about USD 2 billion
a year for both 2013/14 and 2014/15. The zones, now under construction, would offer free land with tax breaks and other
benefits. The prime minister added textile firms, garment makers, leather goods producers and other companies had already
invested in Ethiopia or were showing an interest.
(Source: Reuters, BC Research)

Uchumi traded on Rwanda exchange on its first day of cross-listing
Uchumi Supermarkets became the first Kenyan company to trade on the Rwanda Stock Exchange (RSE) on its first day of
cross-listing, moving 3,600 shares. Rina Hicks, head operations at Faida Investment Bank, which has an office in Kigali, said
that investors traded Uchumi share in lots of 1,000, 2,000 and 600 at RWF 175 (about KES 22.29) Monday’s trading. On the
Nairobi Securities Exchange 86,600 Uchumi share was traded at an average price of KES 21 each.
Uchumi is gearing up for a KES 1.5 billion rights issue in 4Q13 by issuing 100 million shares at a price yet to be announced,
and has also applied to cross-list its shares on the DSE and USE where it already has subsidiaries. Cross-listing on all
exchanges is meant to increase the pool of potential investors for the planned rights issue. The retail chain is raising cash to
fund its regional expansion programme that aims to open 3 new outlets in Rwanda, 2 additional outlets in Tanzania and
enter the Burundi and South Sudan markets in the medium-term. The supermarkets chain’s profit after tax for the full year
ended June 2013 jumped 30.31 per cent to KES 357.01 million compared to KES 273.97 million as at June 2012 despite a rise
in costs, partly attributed to branch expansion. The growth, which saw the supermarket’s chain open new branches resulted
in an increase of customer numbers by 10 per cent to 24 million from 22 million.
(Source: Business Daily, BC Research)
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Fanisi Capital eyes Sub-Saharan Africa with 2014 fund launch
Kenyan private equity firm Fanisi Capital is to launch a USD 100m investment fund in 2014, targeting sub-Saharan Africa,
Reuters has reported. The firm’s second fund will look to expand its focus beyond East Africa, taking in countries including
Democratic Republic of Congo, Ethiopia, Sudan, Zimbabwe and Zambia.
The firm closed its previous fund on USD 50m in 2010, with limited partners including development finance investors IFC,
Norfund, Proparco, the Soros Economic Development Fund and Finfund.
(Source: Alt Assets, BC Research)

Carlyle’s maiden sub-Saharan fund exceeds USD 500m target
Private equity firm Carlyle has raised nearly USD 600m for its maiden fund targeting sub-Saharan Africa. Carlyle SubSaharan Africa Fund (CSSAF), which was launched with an USD 500m target in 2011, has received commitments totalling
USD 591.9m from 61 LPs, according to a document filed with the US Securities and Exchange Commission. The LPs that
have committed to the fund include the African Development Bank (AfDB), which invested USD 50m last year. The fund’s
portfolio will include buyout and growth capital investments in 15 countries across the region. At that time, Carlyle
planned to invest USD 500m, which could be doubled through co-investment with its other funds, according to AfDB.
CSSAF has made one deal, having invested USD210m in ETG Group, which provides procurement, processing,
warehousing, transport, distribution and merchandising services to the agriculture sector. Earlier this year the
Washington, DC-based firm said it was close to completing more investment deals in the region.
(Source: Africa Asset Management, BC Research)

Abraaj launches USD 800m Africa Fund
Abraaj has launched an USD 800 million Africa-focused vehicle to tap the continent’s buoyant markets. Abraaj Africa Fund
III extends the buy-and-build strategy developed by the Aureos Africa team, which was acquired by Abraaj in 2012. This
latest vehicle is more than twice the size of its predecessor, Aureos Africa Fund which closed mid-2010 at USD
381.1million. Abraaj Africa III will focus on Sub-Saharan Africa (SSA), including South Africa –primarily targeting midmarket companies operating in consumer facing sectors. Abraaj has opted to launch an SSA-focused vehicle, instead of a
broad emerging market fund, in a bid to tap growing SSA-specific LP interest.
Abraaj Africa III is already gaining traction among LPs, including African pension managers – some of whom have
expressed interest. The investor has been cultivating relationships with local LPs for a number of years, and plans to
leverage its presence in local markets to support LP appetite for SSA expansion. The investment team will seek out
companies that have the potential to grow regionally, focusing on Africa’s USD 20million to USD 60million mid-cap deal
space – but may consider lower transaction values that may be key to its platform building strategy. This is significantly
higher than the USD 2million to USD 20million per transaction targeted in the Aureos Africa Fund – which is now fully
invested. Abraaj’s current Africa-focused vehicles include the Africa Health Fund, which reached final close at USD
105.4million in 2011 – and is still investing. Abraaj has over USD 7.5billion in assets under management across the global
emerging markets.
(Source: Private Equity Africa, BC Research)

African private equity fund opens Johannesburg office
One Thousand & One Voices, a private equity fund, has announced its decision to open an office in South Africa’s largest
city, following the hiring of three former Standard Bank Group employees. The fund has so far raised over USD 100m of its
USD 300m target sum. It will focus on investing in the fastest-growing nations on the continent, including Kenya, Ghana,
Tanzania and Nigeria.
The Johannesburg based team will be headed by Navaid Burney, who was chief operating officer at Pangea Exploration
and prior to that, head of Africa private equity for Standard Bank. The two fund directors will be Merafe Moloto, managing
director at Motseng Investment Holdings and Michael Adiukwu, of Standard Bank’s leveraged and acquisition finance unit.
The fund is described as a “movement of influential families investing relational, intellectual and patient financial capital
to profitably accelerate prosperity in developing markets,” according to the fund’s website.
(Source: Africa Asset Management, BC Research)
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Africa bond issues soar to record sums
African countries have raised the largest ever amount of hard currency from international capital markets, breaking the
record set in 2010 as they race to issue bonds before the US Federal Reserve tightens monetary policy. Moody’s, the credit
rating agency, said north and sub-Saharan Africa countries have raised USD 8.1bn so far this year, above the previous
record of USD 7.2bn set in 2010 for the whole year and far above the USD 1.2bn they raised from bonds a decade ago.
Although the issuance has increased substantially, the size of the international bond market in Africa remains small.
Moody’s put the total stock of government and corporate debt in hard currency at 3.7 per cent of the size of the African
economy, compared to 11.3 per cent in Latin America and 5.1 per cent in Asia.
The record issuance comes as the World Bank on Monday warned that Africa’s economic outlook could suffer due to the
impact of higher global interest rates arising from the “inevitable” tightening of monetary policy in developed countries.
African officials and some investors are worried that an increase in interest rates in countries such as the US would reduce
the significant portfolio inflows that nations including Kenya and Nigeria have seen in their local securities markets.
The JPMorgan Nexgem Africa index, which tracks the bond market in the region, is yielding 6.8 per cent, down from a peak
this year of 7.9 per cent in late June when fears about the direction of Fed policy drove rates higher. But the index is up
from a low-point in January of 5.3 per cent. Yields move inversely to prices. Egypt and South Africa have issued the largest
share of US dollar bonds so far this year in Africa, with smaller contributions from Ghana, Nigeria and Rwanda. Moody’s
anticipates that six new African countries will debut in the international capital markets with hard currency bonds within
the next few years: Angola, Cameroon, Kenya, Tanzania, Uganda and Mozambique.
(Source: Financial Times, BC Research)
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PART V: UPCOMING EVENTS/CONFERENCES
Events
Date
The 2nd East Africa Oil and Gas 29-30 October
Summit (EAOGS)
2013

Venue

InterContinental Hotel
Nairobi, Kenya
World Retail Congress Africa

4 – 6 November
2013

The African High-Growth
Markets Summit

Johannesburg, South Africa
25-29 November Cape Town International
2013
Convention Centre
South Africa
2-3 December
2013

The 4th Annual
SuperReturn Africa 2013

3 - 5 December
2013

Investing in African Mining
Indaba

3-6 February 2014

Africa Oil Week

Addis Ababa, Ethiopia
Mövenpick Ambassador Hotel,
Accra, Ghana

Theme
The East Africa Oil & Gas Summit has brought together a very rich galaxy of petroleum industry players,
professionals and senior officials from corporate world and business community from all over the
world. EAOGS 2012 was co-hosted by the Ministry of Energy, Kenya and Global Event Partners (K) Ltd
was a resounding success welcoming 326 delegates to the Summit at the Intercontinental Hotel,
Nairobi in November, 2012. Over 170 regional and international companies attended with delegates
coming from 29 countries. EAOGS has firmly made its mark as the most prestigious annual ministry led
Oil & Gas Summit in East Africa with excellent feedback from delegates across the board and the 2013
event will build on this success.
The unique Pan-African focus will gives the latest information on the retail market in new up and
coming economies and industries in all major African countries and show you how your business can
take advantage of these opportunities. 70 retail expert speakers have been selected to share their
expertise on current industry challenges and their solutions.
The event is on Africa for corporate deal-making and senior-level networking across the oil/gas
industry in and on Africa and designed to build the African Continent’s economic future.
The Economist Event’s The African High-Growth Markets Summit will focus on how to prosper from the
remarkable growth of a selection of African economies and subsequent enlargement of their
consumer classes. It is designed for business leaders and investors looking to understand how to
hurdle both the obstacles of investing in emerging African economies and of reaching the consumer,
entrepreneurs and policy-makers with a stake in driving growth in Africa.
Attendees at SuperReturn Africa come from around the world and include the region's leading fund
managers and LPs including, pension funds, DFIs, insurance firms, SWFs, endowments and
foundations.

Investing in African Mining Indaba is the world’s largest mining investment event and Africa’s largest
mining event. For 19 years, Investing in African Mining Indaba along with its partners in Africa have
Cape Town International
channeled billions of dollars of foreign investment into the mining value chain. Mining Indaba is the
Convention Centre in Cape Town, world’s largest gathering of mining’s most influential stakeholders and decision-makers vested in
South Africa
African mining.
The 5th Eastern Africa Oil, Gas- 28-30 April 2014
The Conference provides unrivalled new insight into the upstream opportunities, open acreage, bid
LNG & Energy Conference 2014
rounds, new ventures, oil/gas investments, key upstream players, and corporate/government
InterContinental Hotel in Nairobi, strategies in this vast region of fifteen countries covering onshore and offshore potential, from Eritrea
Kenya
to South Africa, including across the Mascerene islands.
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Disclaimer
THIS DOCUMENT HAS BEEN PREPARED ON THE BASIS OF INFORMATION AND FORECASTS IN
THE PUBLIC DOMAIN. NONE OF THE INFORMATION ON WHICH THE DOCUMENT IS BASED
HAS BEEN INDEPENDENTLY VERIFIED BY BURBIDGE CAPITAL LIMITED NOR ITS AFFILIATE
BODIES AND ASSOCIATES, WHO NEITHER TAKE RESPONSIBILITY FOR THE CONTENT THEREOF
AND DO NOT ACCEPT ANY LIABILITY WITH RESPECT TO THE ACCURACY OR COMPLETENESS,
OR IN RELATION TO THE USE BY ANY RECIPIENT OF THE INFORMATION, PROJECTIONS,
OPINIONS CONTAINED IN THIS DOCUMENT.
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