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Africa attractiveness 2011 - 2013

It's time for Africa
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Background to the report

1. This is our 3rd annual report (the first was in 2011).

2. We conduct a survey of over 500 business leaders and investors from 38
countries to ascertain the perceived attractiveness of Africa as an investment
destination.

3. We then also analyse actual greenfield foreign direct investment (FDI)*
project flows into Africa for various periods (going back as far as 2003).

4. Using these gualitative and quantitative inputs, we continue to develop
Insights and shape viewpoints in support of increased investment into Africa.

* There are different definitions of FDI. We use the fDi Markets database (a service of the Financial
Times) as our primary source. This database specifically tracks greenfield (i.e. a form of foreign
investment where a parent company invests in establishing a completely new enterprise) and significant
expansion (brownfield) FDI projects, and does not include mergers and acquisitions (M&A), joint
ventures (JVs) or other forms of equity investments. There is no minimum size for a project to be
included, but every project has to create new direct jobs.
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Africa attractiveness 2013: Key themes

1. Africads rise iIs real

Al t hough sceptics remain, the factual evVi
past decade is irrefutable.

2. FDI numbers do not fully reflect the positive economic growth story

The picture for FDI in 2012 was a mixed one: greenfield investment was down but still
relatively robust in a global context.

3. The perception gap remains a barrier for new investors

Investor perceptions are improving, but there remains a significant gap between
those already doing business on the continent versus those not.

4. We propose a shift in emphasis towards enabling those already doing
business on the continent

Governments and business need to work together to make it easier for companies
already established in Africa to invest and do business across the continent.
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1.
FDI in 2012: a mixed story of growth and decline




New FDI projects declined year-on-year

New projects FDI inflow trends into Africa
(2003-12)
899

-12%
New projects
(2011-2012)

3 New projects
were down 12%
year on year

3 But there has
been compound
growth since
2007 of 12.8%
for Africa as a
whole.

3 For SSA alone,
compound
growth since
2007 is 22.3%

460 473

337
N
128

108

7
209 169 255 275

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Sub-Saharan Africa [} North Africa

Source: fDi Markets, Ernst & Young analysis
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But project numbers grew proportionally to global numbers

Global FDI trend for number of new projects

17286 R0 5.6%
5.4% =
@ ,
3 Global FDI
project flow
declined by

15.2% last year.
3 Africads sh
global FDI
projects has
grown
substantially.
3 From 3.2% in
2007, the
proportion has
grown steadily

2003 2007 2008 2011 2012 to 5.6% in 2012.

. Rest of the world total Africa’s total @ - Africa’s share of global total

Source: fDi Markets, Ernst & Young analysis

Ernst & Young?s attraljctiveness Survey Africa 2013 ﬂERNST&YOUNG
Quality In Everything We Do



And UNCTAD numbers show FDI capital grew in 2012

UNCTAD FDI inflows into Africa

(2003-12)
4.4%
@ 3 The UNCTAD
3.5% dataincludes
3.1% 3.1% @ equity
@ & investments,
reinvested

earnings and
intra-company

- loans.
45.8 1 =18.3% 3 Anetincrease
World 2012 YoY change indicates that
_ companies are
18.2 +5.5% _ increasing their
Africa 2012 YoY change equity stakes

and reinvesting

2003 2005 2007 2009 2011 2012 .
earnings for
N N growth.
FDI capital inflows (US$bn) ® Capital inflows (% of global FDI)
Source: Global Investment Trends Monitor, United Nations Conference on Trade and Development (UNCTAD), January 2013g analysis
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Key trend 1: Increasing focus on SSA

Top destinations highest growth rate in FDI projects
CAGR 2007-12

F00 47.6% 43.1% 43.1%
Ghana Republic of Kenya Cote d'lvoire
the Congo

Tanzania Mozambigue Zambia Zimbabwe Cameroon Nigeria South Africa

Source: fDi Markets, Ernst & Young Analysis
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Key trend 2. Growth in Intra-African investment

Growth in FDI projects by source country
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Excluding investment into SA, SA headquartered companies were the
single largest investors into FDI projects in the rest of Africa in 2012.

Source: fDi Markets, Ernst & Young Analysis
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South African firms leading the way

MTN
Shoprite
Sanlam

Tiger Brands
Nampak
Standard Bank

EERCEC

Ernst & Young?s attraljctiveness Survey Africa 2013 E”ERNST&YOUNG
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Key trend 3: Diversification of sector focus

Top 10 sectors ranked by number of projects and growth rate

Financial Services
Business Services

Coal, Oil and Natural Gas
Metals

Communications
Software & IT services
Food & Tobacco

Hotels & Tourism
Automotive OEM

Transportation

New projects (2003-12)

958
469 N
261 I
419 N
a07 I
356 N
313 '-
240 -

198 I

197 1D

Source: fDi Markets, Ernst & Young Analysis
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%CAGR (2007-12)

18.4% NN
22.2o [

B -5.8%

B-20

32.2%
5.9% I
26.7% N
- -14.1%
17.6% [

30.3%

Africa 2013
13

3 70% of FDI
projects in 2012
were in service
sectors.

3 73.5% of the
capital invested
into greenfield
projects were in
manufacturing-
and
infrastructure-
related
activities.
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Those already doing business in Africa are growing their

investment

Infrastructure

The infrastructure deficit is a major challenge in
Africa, but one that is being actively addressed.
In 2012 there were over 800 major
infrastructure projects with a value of US$700b
active across the continent. This activity has
attracted significant interest from all of the
major players across the infrastructure value
chain.

Oil & gas

The QOil & Gas sector is a key focus for
investment into Africa. North and West Africa
have long attracted interest of the majors, but
recent discoveries in East Africai off the
coasts of Mozambique and Tanzania, in Lake
Albert in Uganda, and in the Great Rift Valley
between Kenya and Ethiopia, have established

this dynamic region as

globally.

ICT

Africa has approximately 650 mobile
subscribers i more that the US or the entire
EU. This remarkable spread of mobile
technology throughout much of the continent is
indicative of both the rising consumer class
and also the transformative potential of
technology. Spurred by the rapid spread of
mobile technology, as well as the increasing
demand from multinationals for robust IT
solutions, FDI into the ICT sector in Africa has
grown at a compound rate of over 33% since
2007.

B Tullow Oil
Diageo
Standard Chartered
General Electric

Vale
IBM

Ernst & Young?s attraljctiveness Survey
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Africa

Consumer Products

Robust economic growth is translating into
increasing levels of disposable income, often
much higher than are assumed via official data
and indicators such as GDP per capita. Growth
in the rising consumer class will accelerate over
the next 15 years, driven by rapid urbanization,
population growth and continued
socioeconomic development. As a result a
broad range of CP companies i including Coca
Cola, Nestle, Unilever, P&G, Diageo, BAT and
Krafti are all expanding across Africa.

Financial Services

Driven by the demand for project and trade
finance, growing levels of investment , and
developing capital and bond markets, FS
companies have been piling into Africa. The
combination of the emerging consumer class
and technological innovations is giving rise to
retail opportunities as well, adding further
impetus to the sector.

Mining & metals

Mining has been a key driver of investment in

Africa for over a centur

wealth, coupled with improving investment
conditions in a number of countries that have
been historically underexplored, are the main
factors driving continued interest from the
largest mining houses such as BHP Billiton,
Vale, and Rio Tinto, as well as from a range of
other investors from Australia, China, India,
Brazil, Canada and the UK in particular.

2013 Ell ERNST & YOUNG
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3.
The perception gap remains a significant factor




Perceptions are improving but a critical gap remains

Thg perception gap: estgblished in The qap in "'Ivegtor perCEPtlon
Africa versus not established Relative to the following markets, is Africa more or less attractive as an
s 70% versus 31%: Af ri cads investment destination?
attractiveness as a place to do
business has improved over the past EStﬂb“ShEd In Afl'l'ca Nﬂt EStﬂh"ShE'd In
year. Africa
3 86% versus 47%: Af ri cads Former Soviet States 67% 43%
attractiveness will improve over the
next three years. Eartern Europe 68% 38%
3 2dversuslast: Af ri cads attr Middie East e %
relative to other regions. Western Europe 61% 37%
Central America 60% 35%
North America 54% 36%
Latin America 52% 34%
Oceania 55% 26%
Asia 48% 30%
Source: Ernst & Youngds 2013 Africa attractiveness survey (total respondents: 50
Ernst & Young?s attraljctiveness Survey Africa 2013 E”ERNST&YOUNG
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The size of the African economy has more than trebled in a decade

Africa's economic output 2744.5

(GDP, USSbn)
2406.3

2026.8 2156.9 899.9

798.7
= 741.2 Py
---ﬂ/

1914.5

1477.2
1327
H ,
44 /
84 ﬂ f

1844.6
1607-6 1 1
/ Since 2002 the size of the
1415.7 3
2998 m// 12958 a4 total African economy has
251.7 %4 949.5 grown 3.5 times
877.2 :
560.9 3 Over the same period,

344.1 total SSA GDP has almost

2000 2004 2007 2009 2011 2012 2013 2015 2017 quadrupled

Sub-Saharan Africa . North Africa

Source: IMF World Economic Outlook Database; Ernst & Young analysis

Africa 2013 Ell ERNST & YOUNG
1 Quality In Everything We Do
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And forward looking forecasts are positive

The IMF forecasts that 11 of the
worl dés 20 fastest gro
in the next 5 years will be African.

Source: Oxford Economics; Ernst & Young Growing Beyond Borders
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Diversification: Services have been a key driver of growth

Sub Saharan Africa's contribution to GDP
(%)

57, 7%

TR 7.1%
$ 161% 132% 1p3% 12,1%  157%
2000 2002 2004 2006 2008 2010 2011 Average
: (2000-11)
Services B Natural resources

B Manufacturing Agriculture
Source: The World Bank World Development Indicators; Ernst & Young analysis
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Infrastructure: The deficit is being addressed

Top 10 African destination 3 In 2012 there were 822 active infrastructure
countries fOl' infrastructure projects with a combined value of US$706 bn.
projects, up to February 3 37% of projects are in the power sector.
2013

3 41% of projects are transport-related.

Number of Sum of capital

projects invested
(US$ million)
South Africa 134 129,934.0
Nigeria 106 95,480.5
Egypt 82 60,164.7
Uganda 63 17,730.3
Kenya 60 32,851.5
Algeria 4 87,154.1 Proportional share across project life cycle
Mozambique 31 32,085.0 (% Share of total projects)
Libya 29 20,668.4
37% 299 projects 36% 293 projects
Tanzania 29 16,185.1
- Conceptual to feasibility Financial closure to
Cameroon 25 8,470.8 early implementation

Source: Africa Project Access, Business Monitor International; Ernst & Young analysis.
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5.
Shift the emphasis to enabling those already doing
business in Africa




Addressing constraints to doing business

3 44% of those doing business in Africa chose
transport/logistics infrastructure in their top 2.

. . .
Source: Ernst & Young Africa attractiveness 2013 3 43% chose bribery & corruption.
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