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The Africa investor (Ai) CEO Dialogue on Sovereign Wealth
and Pension Fund Leaders’ Forum on Investing in Africa and
Infrastructure, held on 6th May 2014 in Nigeria, was inspired by
a dialogue initiated with African Heads of State and UNOSAA
and reinforced by the EU-Africa Summit held earlier this year in
Brussels, which called for greater engagement of African and
European pension and sovereign wealth fund investment in African
infrastructure projects.
This report summarises the event along with recommendations
and proposals to better engage African sovereign wealth funds
(SWFs) and pension funds investments in African infrastructure.
Summit Partners
The Summit was made possible by the support of Africa investor
and Summit Partners who share a clear vision of the potential of
the private sector to boost investments and create jobs with the
ultimate goal of boosting economic growth on the African continent.
Africa investor and its partners share common goals of improving
the investment climate on the continent and deepening economic
cooperation and engagement with the private sector.
Summit Partners
Africa investor (Ai)
The ACP Business Climate Facility (BizClim)
General Electric
Federal Government of Nigeria
Participants Profile
The Summit featured over 30 authoritative speakers, ten panels,
a Keynote Presidential Address and Head of State discussion,
Nigeria’s Finance Minister’s address to the Summit on PPP
Investment Opportunities, as well as the prestigious Africa investor
Infrastructure Investment Awards presentation to round up the
event. The Summit was chaired by Dr Barbara Samuels, Executive
Director of the Global Clearinghouse for Development Finance.

Ai Infrastructure Investment Summit Objectives
•

Deepen the relationship between African SWFs
and pensions funds to improve the policy and 		
investment frameworks that encourage and 		
facilitate investments in infrastructure;

•

Establish frameworks for evaluating and 		
sharing investment opportunities in 			
a systematic way, especially through 		
co-investment and regional infrastructure 		
opportunities;

•

Enhance participation in infrastructure by 		
Africa’s private sector and convert Africa’s 		
infrastructure deficit into a capital 			
market opportunity that can 			
boost inflows of domestic and foreign capital 		
(FDI) and attract venture capital for 			
Africa’s infrastructure developers, and;

•

Recognise Africa’s success stories in 		
development and Investment in infrastructure 		
through the widely acclaimed Africa 			
investor Infrastructure Investment Awards.

Africa investor and its partners
share common goals of improving
the investment climate on the
continent

“Africa needs to liberalise economic
sectors to allow the private sector
to play a more effective role as an
engine of growth”
- Honourable Minister Ngozi OkonjoIweala, Minister of Finance Nigeria
Honourable Minister Ngozi Okonjo-Iweala, Minister of Finance, Nigeria

EU Message
European Union’s Summit Message – His Excellency
Ambassador Michel Arrion, Ambassador/Head of Delegation of
European Union (EU) to Nigeria and the Economic Community
of West African States (ECOWAS)
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The critical importance of investment in infrastructure, serving as a
foundational pillar enabling the sustainable development of African
economies, was underlined as the key rationale for the EU’s support
of the Summit.
The EU Ambassador expressed the EU’s belief that sovereign wealth
funds (SWFs) and pension funds (PFs) around the world need to
serve a very important role in providing the long term financing
required by infrastructure projects. The fit between the needs of
infrastructure projects for funding and SWF and PF needs for
investments is optimal, as managers of SWFs and PFs are attracted
by attractive returns and increased diversification of their investment
portfolios to minimise risks, as well as the objective of contributing to
infrastructure and economic development. Moreover, SWFs, given
their flexible operating processes, were characterised as being
especially capable in effectively mobilising the required human,
financial and institutional resources needed for funding development
programmes.
The EU Ambassador also noted that African economies are growing,
with Nigeria in particular fast becoming a key destination for foreign
direct investment (FDI). Consequently, the Nigerian Government’s
establishment of a sovereign wealth fund and the ongoing efforts
at strengthening the regulatory framework for pension funds
will improve governance and place Nigeria in a position to play a
dominant economic and investment leadership role in Africa.
The EU Ambassador stated that the EU was pleased to support the
Summit, consistent with requests expressed by African leaders at the
April 2014 EU-Africa meeting in Brussels for leadership and follow-up
to engage African PFs and SWFs to invest in African infrastructure.
A key follow-up request is the development of a platform for African
SWFs and PFs to systematically engage European SWFs and PFs.
The EU offered its considerable experience in the areas of asset
management and expressed the hope that European pension
funds looking for investment opportunities in emerging and frontier
markets would be willing to explore investments and co-investment
opportunities with existing funds in Africa through this platform.
These would require good governance structures to be established
as European PFs need to assess the sustainability and social impact
of the projects they invest in.
The Ambassador discussed specific elements of the the 2014-2020
EU-Nigeria Cooperation Program, estimated at EUR500 million. It
will focus investments and support in the areas of power, agriculture
value chains, and regional infrastructure development, and facilitate
catalytic investments and projects that generate development
impact. The EU support will provide grants and instruments covering
project development costs and adressing needed risk mitigants, and
other “software of development” with the ultimate aim of creating an

His Excellency Ambassador Michel Arrion

The EU expressed its belief that
sovereign wealth funds and
pension funds around the world
play a very important role in
providing long term financing for
infrastructure

optimal public-private financing blend, facilitating large financial
deals funded by the banking sector and alternative financing.
EU support for the Summit testifies to the EU’s commitment
to European investment in Africa in general, and Nigeria in
particular, that ensures funds are channelled to the productive
sectors of Africa, as well as the social sectors of the economy,
through cooperation with private sector financial institutions
including SWFs and PFs.

www.africainvestor.com

events
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Leaders’ Dialogue
Session Objectives
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The goal of the Ai Sovereign Wealth Funds Leaders’ Dialogue was
to: (1) identify the challenges impeding SWF and PF investment
in Africa’s infrastructure projects; and (2) create the road map
enabling SWFs and PFs to fulfill their leadership role as lead
investors in Africa’s infrastructure projects.
Key Issues and Challenges Facing SWF/SPFs
The general impediments cited as affecting most African sovereign
wealth funds include: mandates that confine investment to home
countries, required provision of savings to hedge against economic
instability, and development of domestic capital markets including
securities (bond) markets.
For example, Nigeria’s SWF, managed by the Nigerian Sovereign
Investment Authority (NSIA), is comprised of designated sub-funds
to provide stabilisation support (20% of asset allocation), establish
a Future Generations Fund (40% asset-diversified portfolio), and
an Infrastructure Fund (40% of asset allocation) to invest in the
domestic economy. Its sectoral focus is on the five key areas of
motorways, healthcare, agriculture, real estate and oil & gas. Its
operating mode includes attracting co-investors. A recent example
of co-investment financing is the second Niger Bridge.
Another example is the Angola SWF, established in 2008 to
achieve capital preservation, maximise investment returns, develop
infrastructure and increase value addition to domestic industry. The
Angola SWF has developed its governance, reporting structures,
and investment policy to ensure efficiency and asset preservation,
transparent operations with well-defined institutional autonomy, and
clear segregation of roles. Its investment policy seeks to build a
diversified portfolio by geographical spread and asset classes.
In Kenya, the government has established a committee to guide
the establishment of its SWF and has published the National SWF
Panellists
- Uche Orji, Chief Executive, Nigerian Sovereign Investment
Authority (NSIA)
- Jose Filomeno Dos Santos, Chairman, Board of Directors,
Fundo Soberano de Angola (FSDEA)
- Alexander George Owino, Joint Secretary, Implementation
Committee & SWF Sub Committee, Kenya
- Amadou Hott, Chief Executive, Fonds Souverain
d’Investissements Stratégiques, (FONSIS), Senegal
- Edward Mashiringwani, Deputy Chairman/Policy Advisor,
Zimbabwe Sovereign Wealth Fund

Bill, including public and stakeholder consultations. Like Nigeria’s
NSIA, Kenya’s SWF will be made up of three designated
sub-funds to meet its key objectives of fiscal stabilisation,
establishment of a “Fund for Future Generations,” and creation of
a “Fund for Infrastructure and Economic Development.” Beyond
the initial seed capital of KSh10 billion (US$112 million) from
budget resources, the NSWF is to be funded from specified
natural resources revenues, principally from oil & gas (recently
discovered), as well as other minerals like soda ash, rare earth
minerals, coal and titanium.
Senegal has also established its SWF, the Fonds Souverain
d’Investissements Stratégiques (FONSIS). The objectives of
the new fund as stated by the Senegalese government are to
manage state assets effectively; grow state assets and set
aside financial reserves for future generations; distribute regular
dividends to the state by ensuring that its portfolio companies
make profits and pay dividends; and to be the preferred partner
for private investors by providing the capital required for strategic
and structural projects.

“In a context of scarcity of direct
investment to our country, weak local
private industry and the need for
structuring investments and to effectively
manage investments and other assets of
the State, the President of the Republic has
decided to establish a Strategic Sovereign
Investment Fund (the “FONSIS”)”
It is important to note that FONSIS operates more like a
“Sovereign Investment Fund” or “Sovereign Development Fund’
than a traditional SWF, as the motivation for its establishment was
to unlock foreign direct investment to revitalise the Senegalese
economy. In many ways, FONSIS is similar to Singapore’s
Temasek and Malaysia’s Khazanah National. Similar funds on the
continent include South Africa’s Public Investment Corporation
(PIC) and Kenya’s Government Investment Corporation (GIC).
Zimbabwe established its sovereign wealth fund in January
2014 financed from natural resources including platinum, coal,
gold and diamond. Zimbabwe’s SWF seeks to focus initially
on the domestic economy. Its objectives are the establishment
of a “Future Generation Fund;” infrastructure investments in
road networks, power, rail, schools, hospitals, agribusiness,
water; creation of a “Stabilisation Fund;” and partnerships with
international investors (effectively co-investments) under various
PPP models including Build, Operate And Transfer (BOT), with
the goal of developing the country.

The Summit expects more African countries to establish SWFs. They
will join 14 existing and well documented funds: ten funds seeded
with capital and four (including Kenya, Tanzania, Sao Tome and
Principe and South Sudan) not yet seeded. Senegal and Zimbabwe
can be added to this list of 14, with the former SWFs “warehousing”
government equity interests in commercial, mining and industrial
enterprises.
Finally, the Rwandan Crystal Ventures, owned by the ruling party, the
Rwandan Patriotic Front (RPF) and established in 2009, was hitherto
the only non-mineral resource-based SWF in Africa.
Key Findings and Conclusions
African SWFs (established and proposed) have from the outset
sought to match or surpass global best practices and comply with
the generally accepted principles of sovereign investors, including
the widely respected IMF-led Santiago Principles. They are managed
professionally with experienced and seasoned management:
expereinced Chief Executives have been recruited from from the
investment management industry, and investment managers with
domestic and international experience have been recruited from
global centres of capital and investment.
The SWFs have clear investment guidelines. The founding legal
statutes and instruments set broad asset allocation targets by subfund, sectoral allocation, geography or asset classes. African SWFs
have a distinctly domestic bias, though overseas investments are
common. Many seek to fill in gaps in the private sector and attract
FDI through partnerships, co-investments and support innovative
financing models and structures like PPPs. As a result of the
considerable preparation work and global benchmarking done preformation, many African SWFs already meet global best practices
and have achieved a sufficiently diversified portfolio consistent with
their risk appetites.
The common threads in establishing African SWFs lies in their stated
and statutory objectives. Firstly, SWFs in Africa seek to establish
“Future Generations Funds” aimed at saving the incomes of today,
especially from finite and depleting natural resources, for the benefit
of future generations, thereby achieving inter-generational equity.
Secondly, African SWFs establish sub-funds for infrastructure
and economic development in recognition of the developing
nature of African economies. The continent’s SWFs acknowledge
infrastructure development as critical to fostering sustainable
economic development; supporting the structural transformation
of domestic economies to higher productivity; and limiting reliance
on the resources sector. Finally African SWFs have a stabilisation
component to help manage and mitigate the effects of volatility in
natural resources earnings on fiscal revenues. The prize of success
of African SWFs will be no less than a permanent cure for the wellknown “Dutch Disease” that stalks a mineral and natural resourcerich continent.

African SWFs join the new breed of sovereign investors with
global reach who offer economies new innovative development
finance mechanisms. In the words of Mr Uche Orji, the CEO
of Nigeria’s NSIA, SWFs are best described by the concept
of a “Sovereign Development Fund.” The global capital and
investment markets benefit from African SWFs that combine
the benefits of investment banking, with their unique ability to
mobilise huge amounts of public sector funds for development
now and in the future.
Session Recommendations
•
Compliance with Best Practices: African SWFs
should subscribe to Generally Accepted Principles and Practices
(GAPP) of the International Working Group on Sovereign Wealth
Funds (IWG) - the Santiago Principles. These principles include
(i) a sound legal framework, supportive of effective operation
and achievement of stated objectives; (ii) clearly defined and
publicly disclosed objectives and purpose of SWFs; iii) sound
governance and clearly defined accountability frameworks that
provide effective division of roles and responsibilities; and (iv)
requisite operational and management independence (among
other best practices).
•
Consultations: Regular and high-level consultations
are needed among African SWFs at CEO and Senior Investment
Manager levels, to promote SWF best practices; share
experiences and lessons; and build capacity and capabilities
in investment banking, portfolio management and project
finance. The launch of the proposed Africa SWF Association
is a critical foundation for enabling greater consultation and
coordination, using the successful model of the Association of
Africa Development Finance Institutions (AADFI), and supported
by Africa investor, the African Development Bank and African
Export-Import Bank.
•
Co-Investments: African SWFs should increase coinvestments with each other as well as with other institutional
and private sector partners. This will serve to diversify risks and
returns, and attract more FDI.
•
Partnerships: African SWFs should increase
partnerships with investors (domestic and international) in
nascent sectors, where the private sector may not have existing
players with the scale, resources and long term investment
horizons to undertake infrastructure investments.
•
Investments in Regional Infrastructure: African
SWFs should increase investments in regional infrastructure
projects that countries on their own may not be able to carry out,
and in projects that will result in regional and pan-African benefits.

www.africainvestor.com
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Sovereign Wealth Fund Leaders’ Dialogue: Uche Orji, Chief Executive, Nigerian Sovereign Investment Authority (NSIA); Jose
Filomeno Dos Santos, Chairman, Board of Directors, Fundo Soberano de Angola (FSDEA); Alexander George Owino, Joint Secretary,
Implementation Committee & SWF Sub Committee, Kenya; Amadou Hott, Chief Executive, Fonds Souverain d’Investissements
Stratégiques, (FONSIS), Senegal, Edward Mashiringwani, Deputy Chairman/Policy Advisor, Zimbabwe Sovereign Wealth Fund

Representive, Director General, Pension Commission of Nigeria; Sadi Shemliwa, Chief Actuarial & Risk Management, National Social
Security Fund (NSSF), Tanzania; Kagisanyo Kelobang, Principal Pension Officer, African Development Bank (AfDB) Staff Retirement
Fund; Dr. Demola Sogunle, Chief Executive, Stanbic IBTC Pension Managers, Nigeria; Patience Owusu, Manager, Portfolio Performance
Measurement and Monitoring (PPMM), Social Security and National Insurance Trust (SSNIT), Ghana

Pension Funds Investing in
Africa
Session Objectives
The objective of the Ai Session on Pension Funds Investing In Africa
was to examine the opportunities and challenges of pension funds
investing in infrastructure in Africa; to identify regulatory restrictions
and explore measures to bring about greater economic and
infrastructure integration across Africa.
Key Issues and Challenges that Pension Funds Investing in
Africa Face
Tanzania’s National Social Security Fund (NSSF) is a defined
benefit scheme. Accordingly its investment strategy is driven by
Asset-Liability Matching. While a recent review showed that the
Fund needed to invest more assets in the real sector (real estate,
infrastructure projects), its investment policy restricts the Fund’s
infrastructure investments to 5% of its portfolio. The fund recently
invested $130 million in the construction of a bridge. The National
Social Security Fund (NSSF) of Uganda faces a set of unique
and different challenges ranging from the absence of bankable
projects, as well as the unsupportive attitude of the public sector
to infrastructure investments. The fund would like to see more
innovation and novelty in project packaging, registration of pension
managers and confidence building in the investment sector locally
and across Africa. Ghana operates a three-tier pension scheme with
the Social Security and National Insurance Trust (SSNIT) providing
the basic public pensions service. The SSNIT has investment fund
assets of $2 billion. It faces regulatory restrictions on investments in
infrastructure – which can only be made via private equity funds, as
well as geographic restrictions that bar investments outside Ghana.
The Fund has been able to undertake limited offshore investments
through the Pan African Infrastructure Development Fund (PAIDF)
and the Emerging Capital Partners Fund. Its offshore investments
remain small and account for only 1% of the fund’s assets.
The key issues facing private pension funds, according to Stanbic
IBTC Pensions Management, Nigeria, were safety and liquidity of
investments. The pension fund can invest up to 5% in infrastructure,
through an Infrastructure Fund and up to 15% through an
Infrastructure Bond. However the limited availability of Infrastructure
Funds or Bonds in the market were the main constraints to the
Fund that has Assets under Management (AUM) of about 25 billion
naira ($154 million) and the ability to invest up to 5% of its funds in
Infrastructure. The market needs to develop and issue more private
equity funds or infrastructure bonds registered by the Securities and
Exchange Commission (SEC), to facilitate pension fund investment in
infrastructure. The regulatory environment was presently not properly
defined, except for investments in electric power where the funds
have clear ‘line-of-sight’ visibility to their investments, mainly due to
known regulators and certainty in pricing structures. The company
can increase investments in, and contribute more to the development
of, infrastructure if the investment framework makes it easy to exit on
its investments to maintain liquidity.

The African Development Bank (AfDB)’s Staff Retirement Fund
invests primarily in indexed funds. The fund with assets of $730
million recently undertook a review of its portfolio to facilitate
investment in other funds like the Africa 50 Fund that can offer
it a more diversified portfolio across Africa.
Key Findings and Conclusions
Panellists reached consensus that pension funds in Africa have
not invested enough in infrastructure, and could increase their
infrastructure investments if the regulatory regimes were more
favourable - and more flexible. Many pension funds in Africa
face quantitative and qualitative restrictions on investments.
These include limits on infrastructure assets (typically 5%);
requirements to maintain Statutory Reserve Fund(s); liquidity
limits; limited securities issued in African capital and financial
markets, and limited instruments that can enable easy investment
exit strategies.
Pension Fund Panel Recommendations -- Pension Funds
Investing In Africa
The Summit’s key recommendations to pension managers and
administrators, for channelling African pension fund assets into
infrastructure include:
•

Co-Investments: Investment partnerships with
government;
Adopt the investment models of Private Equity firms;
Invest in housing through co-investment opportunities;
Risk management: De-risk pension funds investment
portfolios through innovative strategies, including Ai
Fiduciary Ratings, donor guarantees and insurance
cover; and
Regional Investments: Actively seek cross 		
border investments, including regional infrastructure
investments

•
•
•

•

Panellists
- Sadi Shemliwa, Chief Actuarial & Risk Management, National
Social Security Fund (NSSF), Tanzania
- Patience Owusu, Manager, Portfolio Performance
Measurement and Monitoring (PPMM), Social Security and
National Insurance Trust (SSNIT), Ghana
- Dr. Demola Sogunle, Chief Executive, Stanbic IBTC Pension
Managers, Nigeria
- Kagisanyo Kelobang, Principal Pension Officer, African
Development Bank (AfDB) Staff Retirement Fund
- Representive, Director General, PensionCommission of
Nigeria

www.africainvestor.com
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ROUNDTABLE ON REGIONAL
INFRASTRUCTURE PROJECTS
Session Objectives
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The objective of the Roundtable on Regional Infrastructure Projects
was to examine and recommend ways of increasing the participation
of African private and public investors in regional infrastructure
projects.
Key Issues and Challenges Facing Regional Infrastructure
Investment Projects
The issues and challenges facing regional infrastructure projects fall
into a few broad categories:
- Absence of Home-grown Capital. Africa needs to mobilise its own
African capital to invest in Africa.
- Narrow individual country and domestic market focus. Individual
countries in Africa (and domestic economies) may not have enough
resources to finance infrastructure projects. They may need to
adopt a regional approach to investments as the optimal model for
regional infrastructure investments. The development, growth and
commercial success of Airbus, as a regional project between France,
UK, Germany and Spain offers a lesson in the regional approach.
Africa needs to encourage the formation of similar cooperation
between its key economies, including; Nigeria, South Africa, Egypt,
Algeria, Angola, Ghana and Kenya; the larger African economies
need to set the pace.
- Project packaging may be needed as much as capital. NEPAD
considers that the real challenge of infrastructure in Africa may not
lie with the absence of capital, but the lack of proper packaging of
projects, early engagement of key project partnerships and proper
project management. Going forward, Africa’s private sector needs to
play a leading role in closing the skills gap in project packaging, as
well as technical advisory roles.
NEPAD is playing its part to address these infrastructure challenges
through The Programme for Infrastructure Development for Africa
(PIDA), under its Planning and Coordination Agency. The programme
was endorsed by African Heads of State in January 2012 and provides
Panellists
- Nkosana Moyo, Founder and Executive Chairman, Mandela
Institute for Development Studies (MINDS)
- Elsabeth T. Tedros, Senior Investment Officer, NEPAD
Planning and Coordination Agency
- Mouhamadu Niang, Head, AfDB Private Sector Development,
African Development Bank
- Albert Essien, Chief Executive , Ecobank
- Jean-Louis Ekra, Chief Executive, Afreximbank
- Helen Laurent, Managing Director/Head of Business
Engagement, World Economic Forum

for the Priority Action Plan (PAP), originally designed to deliver
about 53 projects by 2020. This Plan has since been unbundled
into over 440 projects to be implemented through partnerships
with the African Development Bank (AfDB), the World Economic
Forum (WEF) and other private sector initiatives, including
through the Africa investor platform. On project packaging and
preparation, the AfDB highlighted the need to ascertain the
capacity of African governments to borrow funds for income
generating projects, given past experience and the generally low
returns on infrastructural projects (relative to other investments).
Hence the critical need to break down large projects into smaller,
digestible portions and phases, which are more manageable and
can be financed more easily. Commercial banks, according to
Ecobank’s Group CEO Albert Essien, are willing to participate
in financing infrastructure if the projects are broken down into
phases, with shorter tenors, that enable banks (with their shortterm funding resources) to participate in funding arrangements
until they can be taken out by DFIs or insurance/pension funds.
Commercial banks would like to see increased use of use
of bonds (which are liquid) that can facilitate or ease exits for
pension funds, insurance companies and lenders involved in
infrastructure projects. Indeed a number of commercial banks are
currently working with Development Finance Institutions (DFIs)
on infrastructure financing, while staying on the shorter-term
funding tracks.
- Limited professional skills and capacity in project packaging.
Panellists observed the existence of the limited capacity
of professionals in transaction packaging and structuring.
African Export Import Bank, to address this, set up an advisory
department to assist in the packaging of bankable projects for
sale to interested investors. The underlying reality pointed out
in the Roundtable is that Africa has the capacity to raise funds
internally, if the deals are properly packaged.
- Too much public sector capital and not enough private sector
money. The present situation in Africa, where the public sector
finances over 60% of infrastructure, may not be sustainable.
Africa’s private sector can and needs to contribute more towards
reducing the existing funding gap.
The AfDB has approved about $2 billion annually in nonsovereign private sector lending across several economic sectors.
Recognising that few African entities (with a few exceptions
like Aliko Dangote’s Group of Companies) have the capacity
to play significant roles in the infrastructure space The AfDB
recommended a realistic review of the existing PPP arrangements
and the critical role of African governments and the private sector
players involved. The World Economic Forum (WEF) noted the
express desire of African Heads of State in 2012 for greater private
sector participation in infrastructure development to redress
the current gaps. Higher levels of private sector involvement,
in the WEF’s view, will bring on board the technical expertise,
investment funds, credibility and professionalism to accelerate
infrastructure investment. Africa can tap global institutions like

WEF, with core competences areas like “call for champions”, breaking
down projects into smaller manageable sizes, along the development
value-chain to assist African countries implement them more easily.
These institutions can further assist through sharing knowledge and
information from international seminars on African infrastructure
development, with the goal of evolving models replicable in Africa, as
well as in other parts of the world.
- Risk in government-sponsored infrastructure projects. The markets
currently attach a lot of risk to government-sponsored infrastructure
projects, which has restricted pension and insurance companies to
investing mostly in government bonds. This challenge can be partially
addressed by the use of PPP models as one option for regional
infrastructure investment programmes. The model recognises that
government is not only a major provider of funds, but is also a key
stakeholder.
- Regional infrastructure investment projects impose unique
requirements on governance and scale of financial institutions.
Panellists noted that peer pressure from participating countries’
stakeholders can help to ensure success of regional infrastructure
projects and keep governments on their toes. The sheer scale of
regional infrastructure projects calls for radically scaling up the capital
and size of financial institutions and banks, principally through policydriven banking and financial sector consolidation. Currently, few
commercial banks in Africa, outside South Africa, Nigeria and North
Africa, can issue investment cheques or commitment for up to $250
millon. Bigger commercial banks are needed to play in the African
infrastructure space and need to be better engaged and incentivised
to do so and be better educated on the innovative de-risking tools
now available in the market such as the Ai Fiduciary Rating and
various investment insurance policies available.
- Not just regional infrastructure, but strategic infrastructure
as well. African Export Import Bank called for more support to
strategic infrastructure that promotes trade and development, like
port extension projects and to redress the poor state of physical
infrastructure facilities across Africa.

Session Recommendations
•
Adopt a regional approach to infrastructure investment,
away from the narrow focus on individual country and domestic
markets
•
Mobilise Africa’s own home-grown capital, central
bank reserves, pension and sovereign wealth assets to be lead
investors in African infrastructure
•
Improve project packaging, which is as important as
capital; and in particular, improve on engagements with project
partners, project capacity and professional management skills
including technical advisory roles. Also assist with venture capital
style support for African project developers to sustain them
through the design and financing phase
•
Break down projects into smaller chunks or phases,
with shorter tenors to make them more manageable, easier to
finance and implement, and attractive to commercial banks,
whose funding sources are dominated be short-term demand
deposits
•
Facilitate greater participation of Africa’s private sector
in infrastructure to reduce the funding gap and the current
dominance of the public sector in infrastructure which is not
sustainable
•
De-risk government sponsored infrastructure projects.
Governments should engage in project ratings and guarantees,
Ai Fiduciary Ratings and investment risk policies early in their
planning process
•
Match the unique governance and scale requirements,
imposed by regional infrastructure, including the need for larger
financial institutions with more capital.
•
Support strategic infrastructure that promotes trade
and development and redresses the poor state of physical trade
facilitation infrastructure facilities across Africa.

Dr. Nkosana Moyo, Founder and Executive Chairman, Mandela Institute for Development Studies (MINDS); Elsabeth T. Tedros, Senior Investment Officer,
NEPAD Planning and Coordination Agency; Mouhamadu Niang, Head, AfDB Private Sector Development; Albert Essien, Chief Executive, Ecobank; Jean-Louis
Ekra, Chief Executive, Afreximbank; Helen Laurent, Managing Director/Head of Business Engagement, World Economic Forum
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PROJECT DEVELOPERS’
ROUNDTABLE
Session Objectives
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The session objectives were to: (i) examine challenges in
creating viable project pipelines of bankable projects to
interested investors; (ii) offer solutions that lead to increased
participation of African project developers in African projects;
and (iii) discuss risk mitigation initiatives that can address risks
and build confidence.
Challenges in Creating Viable Project Pipelines, and
Successes
Zuma Energy Group faced challenges in mining coal from a
green field site. The measures that were cited as critical to the
project’s success include:
•
Determination over many years of project
development;
•
Assessing the full economic impact of the project and
structuring it carefully so it could be viable;
•
Investment of significant resources in designing
the technical process in coal extraction, ensuring the quality,
quantity and mining methods suitable for the coal prior to
commencement of mining operations; and
•
Extensive gathering of primary data.
Bollore Africa Logistics Nigeria Ltd’s success was cited as
successful due to following key factors:
•
Longevity given its continuous presence of 60 years
in the region;
•
The development of excellent relationship with key
stakeholders; and
•
Extensive analysis of its investments, including the
ability to react quickly.
One key challenge is the need for more established project
sponsors to develop projects in Africa. Currently, many projects
are developed by one or more individuals, who lack the needed
experience and resources. Individuals developing projects tend
to place a large value on their political and social connections
as well as their “sweat capital.” However, individuals as project
developers often lack experience in developing projects and
the resources to cover project development costs, as well
as the requisite track records required to secure the needed
additional equity investment and secure debt financing from
lenders. Moreover, the individual’s valuation of their “sweat
equity” is often at variance with the valuations given by
established investors, who as potential partners expect larger
equity shares in exchange for their financial, market, and
expert support. Other observations include the need to ensure
projects are well-packaged and structured with technical input
from credible technical groups, which is critical to attracting
the large amounts of domestic capital available in many
Africa countries. One success story is the Nigerian power
sector privatisation, as about 90 percent of the US$2.4bn

investment came from within the country. The session also noted
the need for transparent and open procurement processes for
large infrastructure projects and the importance of establishing
transparent guidelines for unsolicited bids.
Africa Finance Corporation (AFC) offered a view of key challenges
and solutions, including the following :
•
Difficulties in determining cost elements upfront;
•
Lack of financial capacity in most projects;
•
Individual project sponsors may manage to secure
licenses, but often lack the skills to prepare and produce bankable
projects; and
•
Third party expert consultants need to be engaged to
enable more projects to be developed.
Increasing Participation of Africans in African Projects
Speakers noted that governments retain the primary responsibility
of providing infrastructure for their citizens and therefore should
actively and successfully ensure the identification, development,
and finance of infrastructure projects. Even if the private sector
can be engaged through PPPs or other modality, governments
must ensure the success of urgently scaling up the pace, scope,
and impact of projects, as opposed to sitting back once private
sector project sponsors is involved in infrastructure development.
Investments cannot be successful without the full support of
governments throughout the entire project development process
to ensure their viability and bankability. Therefore governments
need to ensure that the development process for infrastructure
projects is a dynamic cooperative process, also ensuring the
role of development partners in helping cover the costs of project
development and mitigating the risks that render such projects
unbankable.
Risk Mitigation Initiatives
Most infrastructure projects in Africa fail to attract investors due to
insufficient development and high risks
•
More support is needed from governments and
development partners in the identification and development of
bankable projects, financing the needed technical, feasibility,
and engineering studies, as well as financial advisory and other
expert support.
•
Governments and their development partners need to
provide adequate risk mitigation to cover unacceptable risks,
including breach of contract, political related risks, etc.
•
Best practices in project finance need to be applied,
including the setting up of project special purpose vehicles, the
ring-fencing of revenues, and the use of EPC (Engineering,
Procurement and Construction) contract processes.
•
Projects need to obtain credit ratings to assist institutional
investors from within and outside the continent in assessing and
investing in African infrastructure projects.

Panellists
- Dr Barbara Samuels, Executive Director, Global Clearinghouse
- Dr. Innocent Ezuma, Executive Chairman, Zuma Energy
- Ernest Nyarko, Investment Director, West Africa Harith General Partners
- Jean Christophe Tranchepain, Group Managing Director, Bollore Africa Logistics Nigeria Ltd
- Wale Shonibare, Director, UBA Capital
- Andrew Alli, CEO, Africa Finance Corporation (AFC)
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Dr Barbara Samuels, Executive Director, Global Clearinghouse; Dr. Innocent Ezuma, Executive Chairman, Zuma Energy; Andrew Alli,
CEO, Africa Finance Corporation (AFC); Jean Christophe Tranchepain, Group Managing Director, Bollore Africa Logistics; Ernest Nyarko,
Investment Director, West Africa, Harith General Partners; Wale Shonibare, Director, UBA Capital

Hubert Danso, CEO of Africa investor, chats to H.E. Uhuru Kenyatta, President of the Republic of Kenya
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African sovereign wealth funds and pension funds managers are
in the same spirit on exchanging ideas, on how best to ramp up
The Chief Executive Officer and Vice Chairman of Africa investor (Ai) investment in African infrastructure assets, including boosting
Hubert Danso formally welcomed His Excellency Uhuru Kenyatta, cross-border regional infrastructure projects while addressing all
CGH, President of the Republic of Kenya and Commander in Chief of jurisdictional issues to facilitate full participation.
the Kenya Defence Forces, to the Dialogue that was organsed in the
context of pan-African and global partnerships.
Danso revealed that Africa has the lowest rate of private sector
participation in infrastructure (PPI) in the world at a rate of one out
Danso highlighted that Africa investor’s objective was to systematically of ten projects being led by private African companies, compared
engage the investment community in support of pan-African to a minimum of six out of ten in other continents. The good news
investments and regional economic integration. Africa investor as an is that Africa’s domestic capital base is set to grow dramatically
institution has dedicated itself to promoting intermediation of capital in the years ahead. He remarked that Africa’s six largest pension
on a wide range of investment opportunities across the African funds by asset size are expected to nearly triple to $622 billion
continent. He explained that Africa investor achieves these through by 2020, from a base of about $260 billion in 2010 and is further
its domestic and global partnerships, which mobilise huge amounts projected to balloon to $7.3 billion in 2050.
of investment capital annually for investments in Africa.
President Kenyatta’s presence at the Infrastructure Investment
Summit sent a very strong message of his commitment to
engage with the private sector and the investment community.
Africa investor welcomed the opportunity to work with the
President of Kenya in his capacity as the Chairperson of the East
African Community to advance his agenda and vision of regional
integration and continued engagements with the private sector
that work for the continent.
Head of State’s Perspective
His Excellency Uhuru Kenyatta, CGH, President and
Commander-in-Chief of the Defence Forces of the Republic of
Kenya, expressed his appreciation to be with the delegates and to
participate in the investment dialogue. He thanked Africa investor
for its effective engagements and expressed his appreciation
and confidence over the excellent opportunity to engage with
project decision makers, pension funds, sovereign wealth
funds, financial institutions and development partners. He urged
Summit participants to make the best use of their deliberations,
so as to give stakeholders a clear way forward on tackling the
infrastructural investment deficit on the continent.

His Excellency Uhuru Kenyatta, President of the Republic of Kenya

He reinforced that infrastructure development is critical for
economic growth and poverty eradication and could contribute
as much as 2% growth annually to the continent’s GDP growth.
He noted that massive investment in infrastructure established
the backbone for economic activities such as manufacturing and
fuelled economic growth in other parts of the world, notably China
and underscored that Africa’s development can follow a similar
path. Access to infrastructure like electricity, roads, telecom, water
and sanitation, especially in the rural areas, has direct benefits
to health, education and empowerment of women to achieve
socially balanced and inclusive growth. Conversely, poor and
inefficient infrastructure hampers economic activities, weakens
human development efforts, and undermines productivity
especially for manufacturing firms in Africa. Given the future
importance of manufacturing to the development of the continent,
this is not a hindrance Africa can tolerate and infrastructure

constraints need to be addressed, to unlock Africa’s productive
potential and maximise infrastructure impact on economic growth
and human development. He acknowledged that significant
financial resources would be required to achieve the continent’s
infrastructure goals.
Many African countries recognise infrastructure as a key focal
point in their national development plans, including in Poverty
Reduction Strategy Papers (PRSPs). The regional approach
marks an important change in Africa’s infrastructure development.
Regional infrastructure is suitable from Africa’s geographical
perspective to achieve economies of scale, that often cut the
costs of construction and services. The continent has sixteen
international river basins with huge hydro-power potential.
It is vital for Africa to emphasise regional and cross-border
infrastructure that increases trade, improves security, saves
money, strengthens national resource management; addresses
the needs of landlocked countries, and builds on national and
regional comparative advantage.
From an individual country perspective, cross-border projects
require capable, well-funded project management and a deep
understanding of the economic and financial aspects of all
phases, from preparation to implementation. Africa must meet
these criteria. As this is not an easy task, African countries
might need to emphasise joint training across regions to tackle
the problem. Africa’s annual infrastructure finance needs are
immense. Infrastructure spending by African countries currently
stands at $45 billion as against the annual requirement of $93
billion required in the next decade for African countries to meet
international standards in infrastructure development. The excess
demand stems largely from growth-induced demand for social
and economic infrastructure like roads, water and sanitation,
energy, telecommunications; the unmet demands for modern
economic infrastructure, posed by globalisation and international
competition; and standard maintenance and upgrading of existing
infrastructure.
The World Bank and the Economic Commission for Africa (ECA),
bolstered by the Africa Infrastructure Country Diagnostic Studies,
estimate that Africa’s infrastructure funding requirement would
drop by half to $20 billion annually with prudent management,
and proper project planning, implementation and maintenance.
President Kenyatta noted that many African countries have
recently celebrated 50 years of independence, but were still
far from where they sought to be, and far from their objectives
of transforming their countries into middle income countries.
Governments cannot support or pursue this mission alone.

The private sector in Africa has a critical
role to play in bridging the infrastructure
gap

Infrastructure finance offers the African business community the
opportunity to do well by providing critically needed resources
to supplement public finance for infrastructure development
across Africa. President Kenyatta believes the rewards for the
private sector for undertaking infrastructure projects are not only
commercial and economic, but extend to immense social benefits
through their power to radically transform ordinary African lives.
Infrastructure gaps can only be bridged with dedicated funding
mechanisms. Cognisant of this need, the African Union Heads
of State and Government endorsed the creation of a dedicated
funding mechanism to accelerate infrastructure delivery in
Africa. Pursuant to this vision, the African Development Bank
is spearheading the establishment of the Africa 50 Fund, to
mobilise private sector capital for accelerated development of
infrastructure in Africa.

In the long-term, African governments
look forward to greater support for
infrastructure development from the
international capital markets
This is a strong statement of Africa’s readiness to address its
infrastructure challenges. The specifications of infrastructure
would need to be reviewed to reduce the cost of road construction
significantly, especially in rural areas. President Kenyatta also
alluded to the need for an alternative financing model that can
give a decent return to investors, increase cooperation and
partnership between government and the private sector and
reduce costs and time by removing unnecessary constraints.
Kenya’s President informed the Summit that political leaders in
the East African Community have prioritised the development of
cross-border infrastructure, especially roads and railways that cut
across East Africa and extend as far as South Sudan, Ethiopia
and the eastern regions of DR Congo. Transport corridors are
being created from the Port of Mombasa in Kenya that will extend
inland, as far as Rwanda and eastern DR Congo. A new rail project
will link the new country of South Sudan to Ethiopia. Freight costs
have crashed considerably through regional cooperation, thereby
reducing the cost of doing business. He cited as an example the
cost of moving a container from Mombasa Port and Kampala,
which has been reduced by more than half to $1,600 from
$3,500, merely through greater cooperation among governments
to improve the business environment and reduce the cost of
doing business by working together to remove non-tariff barriers
and attracting investment.
Substantial gains are being derived by countries in the EAC
region, from the regional power pool projects that enable
power-deficit countries to benefit from countries that produce
excess electric power. By tapping into each other’s comparative
advantages, Africa, in President Kenyatta’s view, can transform
the continent in a shorter time than envisioned.
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Q & A with the President of the Republic of Kenya
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The Kenyan President’s presentation was followed by a question and answer session. Three questions were asked in
the following areas
Q. Strict regulatory limits on the percentage of pension funds that can be invested in infrastructure (Pension
Fund Administrator in East Africa);
A. President Kenyatta advised that the issue of pension funds regulation is receiving attention in Kenya, with a view to
increasing the scope and ability to deploy pension funds for infrastructure development. He agreed that regulation can
be a great hindrance to mobilsing pension funds given their preference for safe investments like fixed income securities
or real estate as opposed to infrastructure.
Q. The need for more cross-border investments in Africa that mobilise African money for investment in Africa;
and to increase cooperation between the East Africa Community and the Economic Community of West Africa
States (ECOWAS), to bring about greater pan-African economic integration (Andrew Alli, CEO of AFC);
A. On regional integration, President Kenyatta suggested that more frequent meetings of the AU and ECA could fasttrack decision making and implementation, as experience in the East Africa Community has demonstrated. This has
resulted in, for example, the issuance of a joint visa by Kenya, Uganda and Rwanda; the abolition of travel documents
for citizens of the three countries within the EAC; the removal of Non-Tariff Barriers, which have led to the reduction of
freight rates with the community and reduction in the days required to move freight from Mombasa to Kampala.
Q. The cost of delayed projects in Africa due to bureaucratic bottlenecks and the urgent need to fast-track
projects in East Africa and across the continent (Amadou Hott, CEO of FONSIS, the Senegalese SWF)
A. A similar scenario is now emerging in the relations between Nigeria and Kenya. President Goodluck Jonathan of
Nigeria has visited Kenya three times within a short period of time; with President Uhuru Kenyatta’s address to the
Summit being his second visit over the same period. These high level visits have resulted in an increase in economic
and commercial relationships between the two countries. For example, 12% of all the exploration for oil and gas in
Kenya is being undertaken by Nigerian companies. President Uhuru Kenyatta saw no reason why Kenyan tea should
go all the way through London before it finds its way to Lagos or Abuja.
President Kenyatta attributed the delays in project implementation to delays in mobilising resources, corruption and
bureaucratic bottlenecks. He was hopeful that the increasing pace of democratisation in Africa will help to address
some of these problems. Kenya, for its part, is about to put in place a more transparent public procurement process
within the next month or two.

President Uhuru Kenyatta concluded his Keynote Address by stating that
African governments are united and working together and putting in place
reform programmes to address or remove the infrastructure investment
bottlenecks

Project Pitches
Session Chair’s Insights on Projects Pitches
Africa must address the challenge of infrastructure to make
progress and create inclusive growth. The quality and quantity
of infrastructure will determine the extent to which Africa is able
to unleash the opportunities that abounds in the continent.
The amount of gas flared in oil production can generate over
6,000 MW of power to light up Africa. Nigeria created the
Infrastructure Concession Regulatory Commission (ICRC)
to regulate infrastructure development and promote best
practices through issuing guidelines to facilitate infrastructure
development. ICRC is currently facilitating the second Niger
Bridge, Lekki Deep Sea Port in Lagos ($1.4 billion); high
speed rail networks; and the first Nigerian gas pipeline to
population centres in Africa up to Europe. ICRC is keen to work
with credible institutional partners, to fast-track the desired
infrastructure development of the country.
Snapshots of Project Pitches
Bouygues-DTP Infrastructure, Nigeria has interests in PPP
arrangements that expand its involvement in all aspects of the
construction value chain, including Design, Finance and Build.
The company has handled over 120 PPPs in 15 countries in
sectors as diverse as sports, education, government buildings,
social welfare and transport. In West Africa, the Group is
completing a 7km toll bridge in Abidjan in partnership with
several private and institutional partners. Critical insights from
the company are that most infrastructure projects require
government involvement to succeed, as well as the factors
below:
•
good project packaging
•
acceptable risk transfer mechanisms
•
experienced client team
•
competent project governance and
•
involvement of key stakeholders from project 		
conception stage to completion

include regional projects like the Central Corridor (from Dar es
Salaam to Central and Southern Africa); the southern corridor
linking it to Zambia, Botswana and South Africa; and other
national priority projects like the deepening and expansion
of Dar es Salaam Port; upgrading of the rail line to Rwanda/
Burundi to standard gauge; expansion of Dar es Salaam airport
and the planned development of a new airport; new express
roads including a Bus Rapid Transit (BRT) System under
development. The challenges in developing the country’s
infrastructure include; the legal and institutional framework,
inadequate resources, lack of experienced and skilled
professionals and transaction advisors; and inadequate long
term financing arrangements. For these reasons Tanzania is
seeking financiers, investors, advisors, project developers
and other partners to transform the country’s infrastructure.
Stars Marine of Nigeria was established to take advantage
of opportunities in the deep water marine engineering. The
increase in deep offshore oil activities has forced most oil &
gas players to use larger boats. The company has upgraded
its Star Marine facilities to handle specialised deep sea going
vessels. Stars Marine plans to acquire a ship lift and repair
facility at an estimated cost of $300 million to handle large
vessels.

Tanzania’s Commissioner of PPPs updated the Summit on the
country’s investments in infrastructure development. These

Panellists
Eng. Chidi Izumah, Representing the CEO, Infrastructure
Concession Regulatory Commission (ICRC)
Vincent Ladougne, Director, Bouygues-DTP Infrastructure
Dr. Frank Moses Mhilu, Commissioner of PPPs, Ministry of
Finance
Gregory Ogbeifun, CEO, Stars Marine, Onne, Nigeria

Gregory Ogbeifun, CEO, Stars Marine
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Transport investment in Africa
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The key insight from the Session Chair was that poor infrastructure
increases the cost of moving goods within Africa by as much as
30%.
Snapshots of Transport Investment Projects in Africa
ARM Infrastructure: The focus of ARM Infrastructure is in transport,
energy (power distribution), gas and utilities (water, sub-sea cable).
ARM Infrastructure successfully concluded the Lekki Toll Road
Concession in Lagos despite many challenges at the polling stage.
The development of rail infrastructure remains a very expensive
proposition (for example the Lagos State Government’s rail system)
and the private sector may require subsidies in the early days of the
rail service before commercial rates kick in.
Rand Merchant Bank (RMB), SA: Its experience is that wellstructured projects will attract adequate capital; the precise reason
RMB successfully raised 15-year commercial debt, for a project
in Ghana. It considers three issues critical to successfully raising
capital in Africa: matching revenue and expense streams; committed
sponsors who understand the issues; and an appropriate regulatory
framework that protects contractual rights.
Bollore Africa Logistics subsidiary, Operator of Tin Can Island Port,
Lagos, improved terminal operations by leveraging on technology.
These included installation of satellite-linked computerised cranes,
round the clock (24/7) operations, fast tracking container location
and clearance. The company can clear containers within 48 hours,
reducing costs to the container owner and to consumers.
The Swedish International Development Agency (SIDA) contributes
to infrastructure development by providing loans to banks on lending
to SMEs; issuing guarantees and assisting with risk evaluation.
In its view, infrastructure provides interesting opportunities for
partnerships between the private sector, pension funds and
development partners to explore innovative or alternative, financing
options.

Panellists
Opiuyo Oforiokuma, Managing Director, ARM Infrastructure
Ato Gyas, Infrastructure Finance Department, RMB SA
Yahuda Kotik, Bollore Africa Logistics, (Operators- Tin Can
Island Port, Lagos)
Annika Sunden, Chief Economist, Swedish International
Development Agency (SIDA)
Mr. Amadou Diallo , CEO, DHL Freight, Senegal

Dr Mohammed Serfa, Speaker of the Algeria Assembly and
Representative of the Algerian President

Infrastructure investments in Algeria
Special Presentation on Infrastructure Investments in Algeria
Dr Mohammed Serfa, Speaker of the Algeria Assembly and
Representative of the Algerian President, called for special
attention to be paid to open up new priority sectors when
developing infrastructure. In Algeria’s case these include
motorways (1200km East-West Highway); new airports; new
town developments in the south; and mega water transfer
systems across the Sahara.
Projects that open up new priority sectors offer good
investment opportunities for foreign investors with substantial
financial resources, who can be engaged through transparent
tender processes. Algeria has an ongoing partnership with
the European Union to help it create a conducive business
climate for development.
Algeria’s National Council for Investment has been placed
under the Prime Minister’s office to enable it to fast track
infrastructure development.
Dr Mohammed emphasised the importance of Algeria’s role
as an investor in the continent and called for more intraAfrican infrastructure investment.

Energy Investment
Dialogue
Session Objectives
The session focus was on power, with an emphasis on
renewable energy.
Nigeria’s Finance Minister’s Insights on the Ai Energy
Investment Dialogue
The session’s Featured Speaker, Nigeria’s Finance Minister,
Dr Ngozi Okonjo-Iweala delivered the keynote address. She
reviewed a range of domestic and continental indicators
relevant to investments in energy and infrastructure.
Key highlights include
•
7% annual growth in Nigeria’s GDP, better than global
growth and growth in other regions of the world except South
East Asia
•
Africa’s is achieving 5% annual growth with limited
infrastructure, or very costly alternative infrastructure. If Africa
could close the infrastructure gap, the continent would achieve
double digit annual growth rates.
•
The World Bank estimates Africa’s infrastructure
needs at $93 billion annually; against the annual investment
by African countries of $45 billion. Dr. Okonjo-Iweala called on
Africa to close the infrastructure gap to eradicate poverty and
create wealth, and make the ‘Africa Rising’ story a reality
•
Africa needs to liberalise economic sectors to allow
the private sector to play a more effective role as an engine of
growth.
•
Africa requires quality investors and transaction
arrangers able to replicate successful projects like the $1
billion Azura power plant that was effectively a private sector to
private sector transaction, with a Put-Call market mechanism.
These innovative and alternative financing mechanism are
Private-Private Partnerships, with the public sector providing
guarantees, where required.
•
Africa needs to accelerate the pace of PPP
transactions, and shift the bulk of the risks to the private sector.
The average PPP transaction in Africa takes, on average,
seven years to reach financial closure. Africa “cannot afford
the luxury” of waiting that long for infrastructure development.

Key Issues and Challenges Facing Energy Investments
•
The demand for energy in Africa is huge and will
continue to rise over the next ten years. This demand can only be
met with an appropriate energy mix that ensures environmental
sustainability, conservation, affordability and efficiency. A scientific
company, Dupont generates energy from agricultural waste and
actively partners with small players willing to be innovative (for
example Dupont in Nigeria partners with a small company based
in Ogbomosho, Oyo state).
•
The Power Africa Programme of USA’s President Barack
Obama has heightened the pressure on bureaucracies within
the US government accountable for doing business with Africa
to engage Africa positively. Most of these government agencies
still have difficult policy barriers to surmount and Africa needs
to exert more pressure to get the most out of the Power Africa
programme, with internal performance criteria to speed things up.
The list of Power Africa players currently excludes key players
within the continent who need to come on board.
•
Africa needs to invest more in the areas of project
development and finance (as noted by other sessions in the
Summit) to build capacity and address the skills gap required to
do new things, explore technologies that can “leap-frog” current
models; and enable Africa to close the development gap.
Africa needs to determine the primary and secondary effects
of infrastructure growth on the continent, and then proceed to
provide risk guarantees with minimum return profiles. These
can encourage the private sector to invest in infrastructure while
accept “profit ceilings” to assist development in Africa.

Panellists
Dr. Lazarus Angbazo, President /CEO, GE Nigeria,
Dr. Barbara Samuel , Director, Global Clearinghouse
Mr. Carlman Moyo, Regional Director, Sub Saharan Africa,
Dupont
Dr. Nkosana Moyo, Director, MINDS
Dr Ngozi Okonjo-Iweala, Minister of Finance, Nigeria

Dr. Lazarus Angbazo President /CEO, GE Nigeria
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The Ai Infrastructure Investment Awards 2014
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The Summit also hosted the prestigious 2014 Africa investor (Ai) Infrastructure Investment Awards ceremony. The
Ai Awards are a platform for investors in Africa’s fast-growing infrastructure sectors to measure and recognise their
performance and achievements globally. The Ai Awards showcase the competitiveness of African infrastructure as an
internationally investible asset class.
Developer of the Year was awarded to Bolloré Logistics Africa for their Pemba Terminal Services Project; Rand Merchant
Bank’s power project portfolio was awarded Power Deal of the Year; while the Kenyan Government and its partner, the
China Road and Bridge Corporation was recognised for Transport Deal of the Year.
FBN Capital was awarded ICT/Telecoms Deal of the Year for their arrangement of a debt facility for Emerging Markets
Telecommunications; Befesa Ghana’s desalination plant in Accra won Water Deal of the Year; Social Infrastructure Deal
of the Year was awarded to the Government of Angola’s Calombolica Prison project.
Oando Energy Resources’ acquisition of ConocoPhillips was recognised as Oil and Gas Deal of the Year, while the
African Development Bank’s Private Sector Division was named PPP Champion of the Year. Harith General Partners’
infrastructure fund, PAIDF2, was named as Infrastructure Fund of the Year while Infrastructure Regulator of the Year was
awarded to the Nigerian Electricity Regulatory Commission.
The Government of Kenya was named as Sponsor of the Year while Bank Arranger of the Year was given to Standard
Bank. BBP Law was recognised as Legal Advisor of the Year while Standard Chartered Bank took advisor of the Year.
Regional Project of the Year was given to DHL for their investment into West Africa and, in a new category, Healthcare
Deal of the Year, GE was recognised for their hospitals project in Abuja. Finally, His Excellency Uhuru Kenyatta,
President of the Republic of Kenya, was awarded Infrastructure Personality of the Year for his vision and leadership on
implementing vital infrastructure projects in Kenya during his term.

Ai Infrastructure Investment Award Winners 2014

Africa investor Infrastructure Projects Awards 2014

The Way Forward
The Ai Summit Chair urged participants to challenge each
other, build upon the networks/partnerships created at the
Summit, showcase success stories, build the agenda and find
practical ways to work to co-invest and co-develop projects to
reduce the infrastructure deficit in Africa.

CATEGORY 1 Developer of the Year
Bolloré Logistics Africa - Pemba Terminal Services
CATEGORY 2 Power Deal of the Year
Rand Merchant Bank - Various
CATEGORY 3 Transport Deal of the Year
Government of Kenya/China Road and Bridge Corporation – Kenya Rail Line

Particular mention of a follow-up Co-investment Forum for EU
and African counterparts was seen as an important next initiative
in the context of the EU-Africa Summit recommendations.

CATEGORY 4 ICT/Telecoms Deal of the Year
FBN Capital – Debt facility for Emerging Markets Telecommunications
CATEGORY 5 Water Deal of the Year
Befesa Ghana, Desalination plant, Accra
CATEGORY 6 Social Infrastructure Deal of the Year

Summit participants were reminded of the forthcoming followup Ai Summit at the New York Stock Exchange in September
taking the partnerships to Wall Street (as well as the World
Bank Investment Summit) later in the year that will engage the
World Bank Group and the Development Finance community
on the outcomes and recommendations from the Summit.

Government of Angola, Calombolica Prison
CATEGORY 7 Oil and Gas Deal of the Year
Oando Energy Resources, Acquisition of ConocoPhillips

The Summit Chair extended Africa investor’s thanks to
the partners for their support that made the Summit such a
success.

CATEGORY 8 PPP Champion of the Year
AfDB Private Sector Division
CATEGORY 9 Infrastructure Fund of the Year
Harith, PAIDF2
CATEGORY 10 Infrastructure Regulator of the Year
The Nigerian Electricity Regulatory Commission
CATEGORY 11 Sponsor of the Year
Government of Kenya

The Ai Awards are a platform for
investors in Africa’s fast-growing
infrastructure sectors to measure
and recognise their performance and
achievements globally

CATEGORY 12 Bank Arranger of the Year
Standard Bank
CATEGORY 13 Legal Advisor of the Year
BBP Law
CATEGORY 14 Financial Advisor of the Year
Standard Chartered Bank
CATEGORY 15 Regional Project of the Year
DHL, Investment in West African infrastructure
CATEGORY 15 Healthcare Deal of the Year
GE Africa, Privatised hospitals, Abuja
CATEGORY 16 Infrastructure Investment Personality of the Year

Hubert Danso presents Patricia Obozuwa, Director, Corporate
Communications, GE Africa with the Award for Healthcare Deal of
the Year

His Excellency Uhuru Kenyatta, President of the Republic of Kenya
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Ai Infrastructure Investment Personality of the Year 2014 - H.E. President Uhuru Kenyatta, President of Kenya

His Excellency Uhuru Kenyatta, President of the Republic of Kenya, was
awarded Infrastructure Investment Personality of the Year for his vision and
leadership on implementing vital infrastructure projects in Kenya during his
term.

Networking of SWF/Pension
funds to exchange best practice
The Importance of the Establishment of the Africa SWF/PF
Association
Problem:
A fundamental challenge to attracting institutional investment
into African infrastructure hinges greatly on the profile of African
infrastructure as an investible asset class, the under-development of
African capital markets and the non-existence of a secondary market.
Solution:
Africa investor Ratings is proposing that a SWF/PF Association be
established. In addition, the Associaton could develop a programme
that provides the needed investment assessments required by
pension funds and SWF investors. This new analytical process would
enable a technical objective and credible process for vetting the
governance of projects, their viability, and establishing appropriate
pricing, This can be done by identifying models that reflect the risk
appetites of African and international pension funds and sovereign
wealth funds, as illustrated in the below charts.

Consultations during the SWF and CEO Forum in Abuja indicated
broad support for establishing an African SWF/PF Association.
The Association would be an essential consultative forum and
institutional platform established to serve the interests of its SWF/
PF members.
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The objectives of the African SWF/PF Association would be
to:
•

•

•
•

•
•
•
•
•
•

•

Enhance the core statutory mandates of SWF/PF 		
members, including policy advice on establishment, 		
governance, management and investment policies and
guidelines;
Support the core investment, management and 		
operational functions of SWF/PF members 			
including assisting in the development and 			
improvement of members’ mandates; improvement 		
of governance, management and investment 			
frameworks; and development and 				
enhancement of investment policies and guidelines;
Enhance project/investment analysis and evaluations, 		
disseminating best practices;
Enhance professional development and capacity 		
building of staff of SWF/PF Members and 			
build specific capacity in areas with critical skill 		
gaps, including project preparation and 			
packaging, technical advisory services, co- 			
investment, cross-border investments, investments in 		
non-traditional and alternative asset 				
classes; and 						
risk management and mitigation measures;
Facilitate staff exchanges and joint training programmes;
Gather, analyse and disseminate to SWF/PF members 		
appropriate investment and risk management 			
and operational information and data;
Promote and encourage, through appropriate channels
and platforms, sharing of best practices, experiences 		
and lessons learnt from investments;
Enhance collaborations and cooperation among
members, including informal and institutional 		
consultations and exchanges between members;
Offer peer benchmarking, promote adherence to global
best practices and generally accepted international 		
principles applicable to sovereign investors;
Facilitate exchanges of ideas, best practices and 		
investment opportunities among and between 		
SWF and pension 					
funds, including co-investments, cross-			
border infrastructure investments and 			
regional/out-of-region investments;
Formally manage collaborations with and between 		
members and global SWF/PF Associations.
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Ratings as a topic is concerning global investors and economists
alike. Global economist Jim O’Neill says, “Western pension funds
can only invest in stuff of a very high credit rating so that eliminates
immediately most of Africa. And I think that the problem there is that
policy makers in the regulatory sense are always fighting yesterday’s
war, and today they confuse liquidity with safety, and I think there’s
a grave need to relax some of those regulatory constraints.” As GE
Global CEO Jeff Immelt suggested, “There has to be ways to bring
the cost of capital down in Africa and that’s the big challenge; how
do you work with governments to make them smarter about how to
do privatisation of infrastructure and how do you get all the liquidity
that exists around the world to price risk in Africa the right way?”
Indeed, “Most of the investors we reach out to require a three times
return, because of risk,” says Uche Orji, CEO of Nigeria’s Sovereign
Investment Authority.
Recommendations on the Establishment of the Africa SWF/PF
Association
•
Model the Africa SWF Association (ASWFA) on a similar
institutional model, the African Association of Development Financial
Institutions (AADFI);
•
Obtain the support and funding of AU/continental IFIs
including the African Development Bank (AfDB), Afreximbank and
regional development banks like PTA Bank;
•
Organise an annual African SWF/PF Association Conference
(along the lines of the DFI’s CEO Forum, and very similar to the SWF
and CEO Summit in Abuja) but with a format that provides members
with the opportunity to focus on their specific challenges and needs,
such as investment practices, management and governance content;
•
Develop or modify as appropriate with AfDB/Afreximbank
support, sample investment policies, guidelines and standards for
adoption or reference by SWF/PF members;
•
Develop and disseminate SWF/PF Self-Assessment &
Rating Guidelines and processes;
•
Develop and supplement, where necessary, African SWF/
PF specific policies, standards and guidelines developed by and for
African SWF/PF with the support of AfDB and Afreximbank. One
example is guidelines for Sovereign Development Funds (SDFs), a
concept set forth by Mr Uche Orji; and
•
Support the initial focus of Africa’s SWF/PFs on domestic
and regional investments and encourage progressive increases
in the weighting of assets towards infrastructure and economic
development.
In terms of the formation and support processes, the following
sequential action steps have been suggested by Summit participants:
•
Engage Africa investor (Ai) to help during the formative
stage in coordinating the formation and establishment of the Africa
SWF Association (ASWFA) in the role of a continental private sector
investment and media partner, in conjunction with overall support
from the African Development Bank (AfDB) and Afreximbank;
•
Establish a lean Secretariat, possibly with an initial staff of
three key managers comprising a Secretary/CEO, an Investment

Manager, and a SWF Programme Coordinator.
•
Consider Kenya’s recommendation that Nigeria’s NSIA
be the Founding Host of the Africa SWF/PF Association (being the
largest economy on the continent)) with existing SWFs in Africa
invited to join as Founding Members (Angola’s FSDEA, Senegal’s
FONSIS, Kenya’s NSWF, Zimbabwe’s SWF, South Africa’s PIC,
Botswana, etc); and
•
Secure initial funding for formation from the AU and
continental IFIs, mainly AfDB/Afreximbank, with ongoing operating
costs covered by SWF/PF membership fees (annual fee matching
the estimated annual operational costs).
In terms of immediate activities, the following Association
programmes were suggested by Summit participants:
•
Development and execution of capacity building
programmes for senior investment and operating managers of
Africa SWFs/PFs to ensure they start off on the right footing with
qualified and skilled professionals; and
•
Development of a on-line platform with enabling
resources and consultative network, including the development of
databases, best practices and toolkits for members.
Finally, it was suggested that the founding members of the African
SWFs/PFs agree to the formal formation of the Association at
the planned Ai Forum for SWFs in New York in September 2014.
The founding members would formally sign the Association’s
Articles of Formation. A two-day meeting can be convened with
the support of one or more SWFs/PFs with AfDB to advance the
drafting the Association of the Articles of Association.
Key Considerations:
A key part of the Association should be to develop a robust
co-investment and risk management platform. According to
institutional investors, strong relationships with existing GPs and
an existing co-investment programme is the key to securing coinvestment opportunities, rather than LP size. According to a Saudi
Arabian investment company: “GPs give [us] feedback and they
like [to deal with financial institutions] when the decision-making
process is short. So they prefer to come to smaller LPs like us
that have a co-investment programme in place and can be more
efficient.” Many LPs stress the importance of good relationships
with fund managers when looking for opportunities to co-invest.
According to one US asset manager: “We want to have a good
relationship with existing GPs so when an opportunity arises we
are at the top of the list.”
Existing forums for pension and sovereign wealth funds:
-

International Forum of Sovereign Wealth Funds
Sovereign Wealth Fund Institute
Tufts Fletcher School
UNPRI
The Pensions Institute

Facilitation of Co-investment
Opportunities
There are a number of well-established and fledgling sovereign
wealth funds in Africa. According to Mthuli Ncube, Chief Economist
at the African Development Bank, these SWFs provide extra
liquidity to local and regional debt and equity markets and the
newcomers will “spur intra-African investment through allocating
part of their assets to growing sectors in Africa.”
Currently Africa accounts for 14 SWFs with a total amount of $114
billion in 2009, representing 3% of global sovereign wealth funds,
and there are a number of others in formation. SWFs are strongly
linked to global commodity prices and significant revenues from
commodity exports have led to the establishment of SWF in a
number of African countries. Their large balance sheets, coupled
with long-term outlooks, make them ideal co-investment partners
as they are able to take on larger amounts of risk with longer
maturities.
Co-investment partnerships can also fast-track regional
integration. Intra-African investment is the lowest of any region in
the world, currently at a mere 5%. According to research conducted
by Africa investor, over the next ten years intra-African investment
has a compound growth potential of 25%-30% per annum. In
contrast, intra-European investment today is in excess of 80%.
So there is a significant need for investment agreements (existing
and new) to stimulate and incentivise intra-African investment and
leadership in intermediating co-investment partnerships, as well
as encouraging and facilitating countries outside of Africa to invest
into African projects and countries.
After the global financial crisis, many firms lost their clout and, with
it, their ability to swing big deals, and the concept of co-investment
partnerships became more attractive. In Africa, where many firms
and funds don’t have the spending power to finance big deals
and are concerned about the shallow understanding of the actual
investment risks of that jurisdiction, co-investment partnerships

offer a viable solution to financing large projects.
The Nigerian Sovereign Investment Authority, for instance, has
just announced partnerships with both General Electric and the
Africa Finance Corporation to facilitate co-investing in a variety
of infrastructure projects. “Why do we want to go about it this
way?” asks Uche Orji, CEO of the NSIA. “We’re a very small
organisation, we’re new, and we want to leverage many things:
technical competence as well as financial contribution from these
people. We are all probably going to be investing in the same
deals so why don’t we spare ourselves the hassle and make sure
we have clear guiding principles on how to collaborate.”
As well as reducing the costs, co-investment partnerships also
allow for the building up of knowledge of the deals process and
hence makes them an attractive choice for many investors. In a
poll of 118 investors by Preqin, 61% of the LPs they spoke to
said that their allocation to co-investments is at the expense of
their private equity fund allocation, while the remaining 39% have
a separate allocation to co-investments, “suggesting that many
LPs with an appetite for the strategy are willing to reduce their
exposure to private equity funds in order to get closer to private
equity deals.”
“It allows you to both have more enduring relationships ... but also
to create new products that are a source of growth for the firm and
in some instances particularly in co-investments, which actually
increase your assets under management and increase your
ability to earn more money,” Blackstone Group Chairman and
Chief Executive Stephen Schwarzman said in an earnings call.
Elias Masilela, former CEO of South Africa’s PIC, which manages
Africa’s largest pension fund, the Government Employees’
Pension Fund, said “[One] way that we mitigate risk, beyond
solely risk assessment, due diligences, Value-at-Risk and so on,

10 Largest Africa-Focused Unlisted Infrastructure Funds Closed, All Time
Fund

Fund Vintage

Target Size (mn) Manager Location

Abraaj Infrastructure and Growth Capital Fund Abraaj Capital

Manager

2007

2,000 USD

UAE

Actis Infrastructure Fund II

Actis

2008

1,000 USD

UK

IDB Infrastructure Fund

EMP Bahrain

2001

1,000 USD

Bahrain

ADCB Macquarie Infrastructure Fund

Macquarie Infrastructure and Real Assets (MIRA) 2008

1,000 USD

UK

Pan African Infrastructure Investment Fund II

Harith

2007

1,000 USD

South Africa

African Infrastructure Investment Fund II

African Infrastructure Investment Managers

2011

1,000 USD

South Africa

InfraMed Infrastructure

InfraMed Management

2010

1,000 EUR

France

Mubadala Infrastructure Partners Fund

Mubadala Infrastructure Partners

2010

300 USD

UAE

Alcazar Capital Partners Fund I

Alcazar Capital

2007

300 USD

UAE

GCC Energy Fund

GCC Energy Fund Managers

2005

300 USD

UAE

Source: PPIAF
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is to consider ... in the unlisted space, to often look for partners to go Given the need to thoroughly assess investment
alongside us in investing in specific ventures.”
and manage risks despite limited information on investment
opportunities, co-investment programmes are likely to increase
According to Masilela, this approach benefits PIC in at least three across Africa.
ways:
As African SWFs are in an early stage of development,
advancing pan-African investment plans can be facilitated through
(1) It reduces concentration risk;
co-investment programmes.
(2) It often allows PIC to invest alongside other well-known institutions SWFs and PFs are ideal local partners for investing in
and build a relationship with them; and
well-developed projects.
(3) It may allow PIC the benefit of even stronger due diligence and It will also be important to ensure an open and
information sharing as each entity in a major venture which is going competitive investment environments for all institutional investors,
to invest a significant amount of capital tends to have its own team, so that SWFs do not crowd out local and regional investors.
even if it is of modest size, doing a thorough analysis.
Key considerations before co-investing:
SWFs and PF investment in infrastructure projects have
been limited to date given the limited sharing of information between
countries on infrastructure deals and sole focus on major funds.

“[Co-investments allow] you to both have
more enduring relationships ... but also to
create new products that are a source of
growth”

Creating a Conducive Regulatory Environment
for Pension Funds Investing in Africa

Co-investment partnerships
“Co-investment is becoming a much more important part of all of
our businesses—Blackstone, Carlyle, every private equity firm” David Marchick, Managing Director, Carlyle
According to the PwC report, An Ever-Changing Relationship:
SWFs and PEs, when entering a new market, many private equity
funds opt for co-investment; a strategy which allows them to take
bigger risks without having to allocate too much of the fund’s
capital to a single transaction.
The report states that there are two types of co-investment: private
equity fund investors, who are limited partners in the fund, such as
pension funds, high net-worth individuals and foundations. These
parties have shown increasing desire to co-invest alongside their
general partners. Another type of co-investment is achieved with a
competitor firm, which offers an important strategy as each firm can
offer complementary capabilities that can benefit the transaction.
It is also important to identify a local partner, especially in Africa
where localisation is key. This offers the best way to ensure that the
firm truly understands being on the ground in a particular market.
Co-investment partnership models used around the world
THE
AFRICA
INVESTOR
(AI)
SOVEREIGN
INFRASTRUCTURE INVESTMENTS PLATFORM: This platform
represents a new infrastructure fund “for soveriegn wealth and
pension funds, by sovereign wealth and pension funds.” This is a
unique, high-level, government-supported co-investment vehicle,
exclusively for global and African pension and sovereign wealth
fund infrastructure investors, that also serves as a risk mitigation
solution to protect investors. This platform benefits from Africa
investor’s unparalleled deal origination, through our access to and
relationships with project developers and sponsors across Africa,
representing tens of billions of dollars of investment-ready projects;
a world-class team; political and capital market institutional
partners; and Africa investor’s position as a lead private sector
investment partner to the World Bank, the United Nations, the
African Development Bank and the African Union.
EUROPEAN FINANCING PARTNERS (EFP): The
funding capacity of EFP is provided by the European Investment
Bank (EIB) and by the following 12 EDFI members: BIO (Belgium),
CDC (United Kingdom), COFIDES (Spain), DEG (Germany),
FINNFUND (Finland), FMO (the Netherlands), IFU (Denmark),
NORFUND (Norway), OeEB (Austria), PROPARCO (France),
Sifem (Switzerland) and SWEDFUND (Sweden). The operational
structure of EFP is unique among the institutional investors, and
is characterised by an efficient and fast track process with low
administrative overheads. The operation of EFP is regulated by
the Master Investment Agreement, which delegates full authority
for investment decisions to the Investment Committee, which is

composed of representatives from the institutions, which have
committed funds to EFP.
THE NEW DEVELOPMENT BANK (NDB): The
BRICS Development Bank, in formation over the last two years,
is funded equally by the five countries comprising the BRICS
economic grouping: Brazil, China, India, Russia, and South
Africa. Each nation will contribute $2 billion of paid-in capital and a
further $8 billion in reserves. The NDB shares the characteristics
of a SWF in that it will use its own funds to finance projects.
Unlike other development finance institutions, it will not borrow
from the capital markets. However, China can borrow funds from
international capital markets at very low interest rates, enabling
NDB to provide relatively low-interest rates. Also, unlike the
World Bank, which assigns votes based on capital share, each
country of the NDB will be assigned one vote, and no country will
have veto power.
CROSAPF - Hosted by Korea Investment Corporation,
a sovereign wealth fund, this organisation is sponsored by
Korea EximBank, and is Korea’s first global-level co-investment
consultation body. Called the “Co-investment Roundtable
of Sovereign and Pension Funds”, this body includes 31
organisations and will be a place to exchange information
between general partners such as sovereign wealth funds and
pension funds and limited partners including private equity
funds, investment banks, and asset management firms
Institutional investment into Africa is set for a boost,
due in part to a new task force that will work to encourage
capital flows into infrastructure projects in the region. Linked to
President Barack Obama’s Power Africa initiative, the task force
will identify opportunities, address risk and develop structures
to connect investors with new projects. The group is co-led
by the Stockholm-based Swedish International Development
Cooperation Agency, known as Sida, and the United States
Agency for International Development. Four pension funds, two
from Sweden and two from Canada, including a representative
from the C$140.8 billion (US$131.1 billion) Ontario Teachers’
Pension Plan, Toronto are engaged on the initiative.
THE PENSIONS INFRASTRUCTURE PLATFORM
(PIP) is being developed by the UK’s Pension Protection Fund
(PPF) and the National Association of Pension Funds (NAPF).
It has been described as “an important step in creating the
right structure for all UK pension schemes to be able to invest
in infrastructure, which should represent a highly appropriate
asset in meeting our pension liabilities. Africa investor and PIP
are collaborating on knowledge sharing in the development of
the Ai Pension and Sovereign Wealth Infrastructure Investment
Platform
Canada’s GLOBAL STRATEGIC INVESTMENT
ALLIANCE is designed as a pool to co-invest with OMERS
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(the Ontario Municipal Employees Retirement System). When
OMERS closed a $12.5 billion-plus infrastructure co-investment
program in June, they raised money from both large institutional
investors and money managers looking to expand their
businesses into infrastructure through OMERS’ infrastructure
unit, Borealis Infrastructure. Borealis Infrastructure is the general
partner of the alliance, which has a 15-year lockup, much longer
than the typical private equity fund, but which is naturally suited to
infrastructure investments.
The African Development Bank is pursuing the
establishment of a new infrastructure investment delivery vehicle
called AFRICA 50. The vehicle aims at mobilising investment
capital from African pension funds and African Central Bank
reserves. Africa50 will focus on high-impact national and
regional projects in the energy, transport, ICT and water sectors.
Africa50 is to be structured as a developmentally-oriented, yet
commercially operated entity. It will be complementary to and
legally independent of existing development finance bodies
in Africa. Accordingly, the operational decisions will be made
by a management team selected solely on technical merit and
demonstrated managerial competence.
The World Bank Group is in advanced discussions with
a range of institutional partners on the development of a new
global co-investment infrastructure concept -- THE GLOBAL
INFRASTRUCTURE FACILITY (the GIF). The GIF will be
structured as a platform to bring together different market players
to address a market failure or gap and enable creation/promotion
of financially viable infrastructure projects. The concept has
been welcomed and WBG’s convening power, experience and
expertise in infrastructure projects is widely appreciated. So
far, key partners have voiced strong support for the GIF to be a
platform for partnering with other institutions in various ways to
support infrastructure investment in emerging markets.
Case Study: Harith General Partners
Harith General Partners has enjoyed fruitful co-investment
partnerships with the Government Employees’ Pension Fund of
South Africa and other African pension funds in the creation of the
Pan African Infrastructure Development Fund (PAIDF). Launching
with over $600m from African pension Funds, PAIDF is a good
example of what co-investment between African pension funds
can deliver in Africa. This partnership has seen the successful
management of Lanseria Airport in Johannesburg; TAV airport
concession in Tunisia, and the Konan Bedie Bridge in the Ivory
Coast. The platform will be able to invest in stable, revenueproducing bankable large projects, including airports, railways,
ports, gas pipelines and power generation and distribution, over
a long-term period, which will ensure better managed and more
efficient investments.

Facilitating co-investment models and new players
Co-investment gives the opportunity for SWFs and PFs
to leverage their respective networks and track records,
while reducing management fees. But the most important
factor for a SWF or PF to consider before entering into a
co-investment scheme is the degree of alignment in both
strategy and governance.
Key points
SWFs are typically immune from tax
responsibilities, which gives them the flexibility to invest
in larger risk projects over a longer term
SWFs have gained in sophistication, as has
skills development in the sector, which has allowed SWFs
to improve asset management capabilities
There is a new investment model developing
that is seeing the SWF investing alongside the PE. This
co-investment allows greater flexibility due to lower costs.
SWFs partner with PEs
in a reciprocal
realtionship where SWFs can offer an extensive track
record, industry expertise and specialised local funds
while private equity firms have the on-the-ground
expertise
It is important for SWFs to partner with investors
with a significant track record in Africa

Some SWFs have the capability to
invest in venture capital, which
offers numerous opportunities for
infrastructure project developers in
Africa
Africa is however a tricky region for newcomers and
the cultural component needs to be considered when
co-investing. For example, certain investments will be
off-limit in Muslim countries. In addition, sovereign coinvestment partners must sometimes deal with political
tensions between investing countries.

Creating a Conducive Regulatory Environment
for Pension Funds Investing in Africa

The Africa Agenda - Interdependence and global reciprocity
As Africa increases it global influence, with it comes a leadership
responsibility on global economic issues. African funds can
address the global economic interdependence by investing
its international allocation more strategically in infrastructure
programmes in the EU, North America, Asia and elsewhere
through coordinated co-investment programmes, to support each
other’s infrastructure build. In doing so, the continent extends and
deepens its relationship with the global infrastructure investment
community and has the opportunity to address investor concerns
about the pricing of African investment and infrastructure risk
and the impact infrastructure has on job creation for global SRI
investors. Infrastructure is the key to job creation on the continent.
In South Africa alone, infrastructure development will have the
capacity to create up to five million jobs by 2020.
Development partners can be instrumental in this process especially initiatives such as the USAID-SIDA Pension Initiative
and the Ai Pension and Sovereign Funds Infrastructure Platform
initiative. There is also a need to encourage more investment
in listed infrastructure companies and index products, such as
the Ai Infrastructure Investors Index, the continent’s first listed
infrastructure index for pension and sovereign investors.
There is also a need to encourage more oil and gas exploration –
supporting and rewarding the explorers and thereby building local
African capital markets as a platform for infrastructure inbvestment
– which has not been the case across African capital markets to
date – even the more sophisticated markets such as South Arica’s
JSE. SWFs have at the same time experienced unprecedented
development and are expected to remain active in not only direct
investments, but also co-investment schemes. Most likely, these
investors will keep increasing their exposure to private equity,
either as Limited Partners or as co-investors, driving the demand
of these funds and potentially playing an increasingly leading role
in the investment decisions.
The new infrastructure and investment phase will be increasingly
driven by African SWFs and PFs, affecting the investment
fundamantals in both supply and demand, creating very different
markets from what we have seen to date.
Sovereign Wealth Funds and Infrastructure
The global SWF infrastructure investment volume is estimated
to have been about $55 billion from 2005 to 2012, which would
imply only a small asset allocation percentage of 1%. Sovereign
wealth investment has risen remarkably since the onset of the
global financial crisis as investors become more attuned to the
idea of private equity over public equity. Sovereign wealth funds,
a secretive and exclusive subset of the institutional investor
community, continue to make headline news due to their large
assets and growing influence over the global financial community.

The total assets of sovereign wealth funds have been steadily
increasing, and for the first time, assets of these sovereign
wealth entities have surpassed the $5 trillion mark, with total
assets estimated at $5.13 trillion as of October 2013; sovereign
wealth funds have gained more than $750 billion in additional
assets since 2012. Growth in sovereign wealth fund assets
under management can be attributed to two major factors: the
first is the large number of new sovereign wealth funds that
have been formed over the past couple of years; the second
is the growing assets of pre-existing sovereign wealth funds.
According to the PPIAF report, Institutional Investment
in Infrastructure in Emerging Markets and Developing
Economies, “SWFs based in EMDEs are another potentially
major source of infrastructure financing, given that, unlike the
other institutional investors, most of their assets are based in
developing economies, particularly the Middle East and East
Asia. New funds are being set up in natural resource-rich
countries such as Angola, Nigeria, Gabon, Mauritania, Chad,
Equatorial Guinea and Ghana. Some of the newer funds have
explicitly recognised infrastructure investing as one of their
main objectives, while others have later added an infrastructure
agenda (e.g, the Algerian Revenue Regulation Fund).”

“Of all continents, Africa is set to see
the largest growth in number of new
sovereign wealth funds” - Hubert Danso,
CEO, Africa investor
Country

Sovereign Wealth Fund

Algeria

Revenue Regulation Fund

Angola

Fundo Soberano de Angola

Botswana

Pula Fund, Botswana

Chad

Oil Revenue Management Plan

Equatorial Guinea

Fund for Future Generations

Gabon

Gabon Sovereign Wealth Fund

Ghana

Ghana Petroleum Fund

Kenya

National Sovereign Wealth Fund

Libya

Libyan Investment Authority

Mauritania

National Fund for Hydrocarbon Reserves

Mauritius

Sovereign Wealth Fund

Nigeria

Nigeria Sovereign Investment Authority

Rwanda

Agaciro Development Fund

Sao Tome and Principe

National Oil Account

Senegal

Le Fonds Souverain d’Investissement Stratégiques

Sudan

Republic of Sudan Wealth Fund

Tanzania

Tanzania Sovereign Wealth Fund

Uganda

Petroleum Fund

Zimbabwe

Zimbabwe Sovereign Wealth Fund
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Creating a Conducive Regulatory Environment
for Pension Funds Investing in Africa
14 obstacles facing African pension funds
Regulatory constraints to pension fund investing

30

Investment restrictions are strict in emerging markets,
which may hamper inveastment
poor.

SWF’s transparency and data provision are still quite

Some SWFs only provide limited data. For example,
they only provide for alternative investments, without providing for
infrastructure assets.
In addition, there is also too little information on the
investment vehicles used.

Conclusions/Actions required
Work with African SWFs to provide data for alternative
investments, separating out infrastructure and to define the exact
investment vehicles used.
Track and engage “direct investing” in infrastructure
against the global targeted norm
Work with partners on a clearer infrastructure investment
definintion and break down, including listed equities and corporate
bonds.
Seek out and engage the Champions: One large national
pension fund could have the scale to invest in infrastructure
projects and potentially take the lead.
Develop guidelines to ensure strong governance
oversight, to ensure that the assets are invested prudently.

One large national pension fund could have
the scale to invest in infrastructure projects
and potentially take the lead.

1. Lack of necessary mix of financial, regulatory and legal skills
required to effectively analyse risk and reward. Need for central
and commercial banks to grow these skill sets as rapidly as
possible.
2. Size of African market – more than 50 countries – is too big for
any one pension fund to cover. Need to narrow down investment
focus to key countries, and hire local asset managers as
advisors.
3. African pension fund managers are notoriously risk-averse,
preferring safe investments like government bonds. Need to
diversify investment decisions, and allocate a portion of funds to
higher risk-higher reward asset classes such as private equity to
reap superior returns.
4. Pension fund allocations to listed equities remain small, largely
because of the small number of companies listed on African
bourses compared to other emerging market regions. Need to
encourage more companies, including foreign corporates, to list
locally.
5. Overwhelming pension fund bias in favour of ‘safe’
investments in real estate. Need to encourage greater diversity
of investments to avoid to risk of property bubbles.
6. Lack of ‘shovel ready’, investment-grade, infrastructure
projects to invest in. Need to divert funding to early stage
infrastructure development work to attract greater private sector
interest.
7. Insufficient exchange-listed infrastructure assets across
Africa for pension funds to invest in. Need for governments to
privatise more state-owned utilities to boost range of investment
opportunities.
8. Excessive restrictions on what sectors and what regions
African pension funds can invest in. Need to introduce a more
liberal regulatory regime – without jeopardising prudential
safeguards.
9. Regulatory restrictions requiring pension fund investments to
pre-define exit routes. Greater flexibility over permissible exits
would confer greater freedom to invest in a variety of assets.
10. Lack of guidance by regulatory authorities on what proportion
of funds should be allocated to what asset classes. Need for
regulatory authorities to produce investment targets for pension
funds.
11. African pension funds remain hesitant to leave their traditional
comfort zones. This older generation caution will decline with the
rise of the next generation of younger fund managers.
12. Traditional reluctance of big South African pension fund
managers to invest north of the Limpopo. This is now changing
following the 2010 decision by the Public Investment Corporation
to invest ZAR60 billion in sub-Saharan African assets.
13. Sub-Saharan Africa’s reputation for poor corporate
governance – particularly outside South Africa. Governance is
improving rapidly as governments vie to improve their investment
climates.
14. Low growth and lack of attractive investment opportunities
in the 1980s and 1990s left Africa branded as ‘the hopeless
continent’. Such perceptions are being transformed because of
the high growth in many African markets.

Summit Conclusions
The Africa investor (Ai) CEO Dialogue on Sovereign Wealth
and Pension Fund Leaders Forum on Investing in Africa and
Infrastructure held on 6th May 2014 in Nigeria, was inspired by
a dialogue initiated with African Heads of State and UNOSAA
and reinforced by the EU-Africa Business Forum, held earlier this
year in Brussels, that called for greater engagement of African
and European pension and sovereign wealth fund investment in
African infrastructure projects.

Africa’s capital and financial markets face challenges in creating
infrastructure financing products with sufficient leeway for
pension funds to profitably apply contributors’ funds at their
disposal. While there is need for regulatory flexibility, there is a
more urgent need for financial engineering and innovations to
generate new financial instruments that expand the space and
scope for discretionary investment decisions by pension funds in
infrastructure financing.

The event witnessed a large turnout of very high quality participants
and institutions and panellists from all over Africa and beyond.

Overall, three critical gaps hinder pension funds investing in
infrastructure: the need for good financial instruments; risk
mitigation; and skill gaps for packaging good projects and
transaction advisory.

The Summit was graced by the presence and participation of high
profile guests including His Excellency Uhuru Kenyatta, President
of the Republic of Kenya and Dr. Ngozi Okonji-Iweala, Nigeria’s
Finance Minister and Coordinating Minister of the Economy.
The careful composition of influential speakers, the number of
panels and breath of issues covered in the one-day event was
altogether impressive, coupled with seamless coordination of all
sessions and segments of the forum.
The event was a serious occasion for the meeting of minds,
especially operators with hands-on experience, on critical issues
of financing and developing infrastructure in Africa, using the
relatively new financial vehicles of sovereign wealth funds and the
relatively old institution of pension funds. The latter has traditionally
not been seen as a significant source of long-term finance for
infrastructural procurement in Africa.
The potential of sovereign wealth funds come to the fore, as
mechanisms for saving money for future generations, financing
infrastructure and economic development; and playing a catalytic
role in helping to structure and attract other investors and partners
was highlighted sufficiently at the conference.
All CEOs and representatives of African sovereign wealth funds at
the forum recognised the need for adherence to sound governance
standards in line with the Santiago Principles.
Dr. Nkosana Moyo, former Vice President and Chief Operating
Officer of the African Development Bank, emphasised that Africa
cannot afford to have another false start.
The regulatory regimes of pension funds, and the restrictions
placed on them by law, requires review to enable them play a
more significant role in funding infrastructure without exposing
funds to undue risks. Government and regulatory agencies need
to design innovative risk mitigation programmes and guarantees to
encourage pension funds to invest in infrastructure.
While many pension funds face regulatory restrictions in
infrastructure investments (typically by type, asset class, or
investment caps), the regulatory constraints are not the only limiting
factor. Pension funds in many markets may lack adequate financial
instruments that match their liquidity and safety requirements.

Infrastructure projects need to be broken down into smaller and
more manageable chunks that can attract funding from financial
institutions, including commercial banks that cannot lend long
and prefer shorter tenors that match their funding sources.
Infrastructure projects also need to offer exit mechanisms,
including facilities provided by development finance institutions
like discountable financial instruments.
Africa needs to address the paucity of skills in project packaging
and transaction advisory services, through collaborative efforts
between private sector, financial institutions, large public sector
DFIs, regulatory agencies and development partners. Subregional and national capacity building facilities need to be
instituted for this purpose.
Above all, there is an urgent need to adopt a regional and panAfrican perspective in financing infrastructure needs of Africa.
This was the hallmark and defining message of the presentation
by President Uhuru Kenyatta of Kenya.
There is an emerging African landscape of new financial
institutions, innovative financing and procurement instruments
and new investors represented by sovereign wealth funds,
pension funds, public private partnerships, development finance
institutions, private equity firms, stock exchanges and capital
market intermediaries.
A new breed of visionary public sector leaders, represented by
President Uhuru Kenyatta and Dr. Ngozi Okonjo-Iweala, are
cooperating and working together with regional partners with a
sense of purpose and synergy to deliver innovative solutions to
Africa’s infrastructure problems.

This means Africa can afford to look more
inward in financing its huge infrastructure
deficit and make the “Africa Rising”
narrative a reality.
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