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DISCLAIMER NOTICE
This document has been prepared by M Capital Group (“MCG”). In no case is this
document a solicitation, request and/or invitation for capital in any shape or form; or
any securities offering in any legal jurisdiction.
This document is not intended to form the basis of any investment decision and should
not be considered as a recommendation by MCG. This document does not constitute
an offer to sell or an invitation to purchase or tender.
None of the information contained in this document has been verified by MCG. No
party shall have any right of action against MCG or any other person in relation to the
accuracy or completeness of the information contained in this document or any other
written or oral information made.
In furnishing this document, MCG undertakes no obligation to provide the recipient
with access to any additional information or to update this document or additional
information or to correct any inaccuracies.
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EXECUTIVE SUMMARY

Africa has long remained the “Promised Land,” unfortunately hitting much below its
weight and potential for the last few decades.
Over the last 20 years, growth has averaged over 4% on the African Continent, far
below other emerging markets that averaged 7%, or China that averaged 9%, over
the same period. Despite abundant natural resources, a relatively recent long cycle of
high commodity prices, improving human resources, faster integration with the global
economy through technology, continuous relative empowerment of women, increased
socio-economic stability for the continent, and massive recent Chinese investment in
core infrastructure such as ports, roads, power, and railroads though the “Belt and
Road Initiative”, Africa continues to be pulled back.
Corruption, budgetary and resources mismanagement, red tape for non-connected
entrepreneurs, mismanaged renter economies, and still widespread poverty have held
the continent back from achieving its full potential.
In addition, recent global economic challenges, with African countries such as Angola,
Egypt, Ethiopia, Ghana, Kenya, and Zambia topping the Emerging Markets default list,
to across the board worrisome food shortages and inflationary pressures that might
tamper growth, the continent could also be heading towards additional social
economic tensions and conflicts.
As China moved to the top spot in becoming the biggest lender to many low-income
countries, African countries have amassed considerable amounts of unsustainable
debt, being subject to sovereign defaults and considerable debt stress. Zambia
became the first country during the coronavirus pandemic to default in November
2020, missing payments worth US$ 17 billion of overall foreign debt.
As a share of GDP, infrastructure investment in Africa has remained at only around
4% per year since 2000. By way of comparison, China spends about 8% of GDP on
infrastructure, and India 5%.
While private and foreign private capital is playing a larger and more efficient role,
certain sectors remain off limits. In the case of agriculture, 65% of the population relies
v
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on subsistence farming, although private capital could make a difference in distribution
and infrastructure. The mining and drilling sector has been continued to be dragged
by corruption and state inefficiencies, leaving main natural resources untapped. Public
entities, such as national governments and state-owned enterprises, carry out 95% of
infrastructure projects, “crowding out” possibly more efficient and result oriented
private capital.
But Africa does remain the “Last Frontier”.
Through the apparently good years of the commodity super cycle, most African
economies grew rapidly, providing fuel for the popular “Africa Rising” narrative, which
refers to the continent’s strong performance from 2000-2014.
Africa has the right fundamental growth engine – a young and growing population, with
basic infrastructure needs, while in many cases starting from a low base,. Africa could
aim and commit to be a leader in tackling current environmental and ESG issues.
Africa’s most promising sectors include areas as diverse as agriculture, green energy,
healthcare, education, technology and financial services, which also create the right
ESG nucleus.
African venture capital direct investments increased from US$ 1.1 billion in 2020 to
US$ 5.2 billion in 2021. While certain countries in 2021, such as Egypt, Nigeria, and
South Africa, which together represented 55% of all Venture Capital transactions on
the continent, accounted for 355 transactions.
Africa seems to also have the world’s youngest and fastest-urbanizing population: it is
projected that between 2022 and 2045, 24 million more people will be moving to cities
each year, resulting in a 552 million population increase in African cities by 2045. This
annual urban population growth is more that than India and China combined, where
annual urban population growth should average around nine to eleven million.
Supporting a young and active urban population provided US$ 4 trillion in consumer
spending annually, which is expected to grow 4% annually until 2025. While
supporting business spending should grow from US$ 2.6 trillion in 2015 to US$ 3.5
trillion in 2025.
Catering to the growing rising middle-class population, striving for better, faster, and
more efficient services, has a created a whole new entrepreneur and private equity
investor universe in Africa, operating in FinTech, healthcare, consumer goods,
education, and IT. Africa has risen to become one of the fastest growing venture
markets globally, while this trend shows no sign of abatement.
While renewable energy alone grew ten-fold from less than US$ 500 million in 2009
to US$ 5 billion in 2020, also as part of the ESG ecosystem.
Women-owned businesses in Africa are on the rise, Nigeria is the nation with the most
female entrepreneurs, with 16.4 million women leading SMEs. Investment that could
push those women to reach their goals and empower their communities would be in
line with ESG goals.
This report provides a quick Recap of Africa, as background, context and history, to
then look at general economic indicators, and dig deeper into certain economic and
financial drivers, while emphasizing the importance of ESG for Africa, to then touch at
some countries’ main challenges and opportunities.
“Welcome to Africa, the Last Frontier”

vi

vi

Africa Calling: Towards New Horizons

AFRICA RECAP

OVERVIEW
When one talks about ‘Africa,’ one refers to the second largest continent on Earth, with
a land mass of 30.4 million squared kilometers, made up of 54 countries, and home to
more than one billion people of different cultures, races, and religions. Thus, this very
diverse and geographically sparse continent is also referred to at times according to
different regional economic and socio-economic zones.
The United Nations denotes five main sub regions in Africa: Northern Africa, Eastern
Africa, Middle Africa, Southern Africa, and Western Africa. It is a UN geo scheme that
groups countries that share similar characteristics and are geographically close. In this
report, reference will be often made to the continent as a whole, but also to specific
sub regions and countries. Reference is often made also to the sub region of SubSaharan Africa (“SSA”), which denominates all of the land south of the Sahara Desert.
Africa covers about one-fifth of the total land surface area of Earth. It is bound by the
Atlantic Ocean on the left, the Mediterranean Sea on the North, the Red Sea and
Indian Ocean on the East, and by both the Atlantic and Indian Oceans on the South.
Below is a political map of Africa for further reference.
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Political Map of Africa

Source: MCG, July 2022

Africa contains an enormous wealth of mineral resources, including some of the
world’s largest reserves of fossil fuels, metallic ores, and gems and precious metals.
Mining and drilling have been the main economic drivers, while the potential to
monetize and process locally, has been disappointing due to corruption and political
conflict. This richness is matched by a great diversity of biological resources that
includes the equatorial rainforests of Central Africa and the well-known populations of
wildlife of the eastern and southern portions of the continent.
Climatic and other factors have exerted considerable influence on the patterns of
human settlement in Africa. While some areas appear to have been inhabited more or
less continuously since the dawn of humanity, enormous regions—notably the desert
areas of northern and southwestern Africa—have been largely unoccupied for
prolonged periods of time. Some foreign settlements in Africa, like the British, French,
2
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Dutch, German, Spanish, Portuguese, Arabs and other earlier civilizations like the
Phoenicians, Romans and Greek have all left some impact on different parts of the
continent, whether through religion, habits, tradition or socio-economic context.

HISTORY
Africa’s history starts with the birth of mankind roughly 300,000-250,000 years ago.
Prior to colonialism, the continent is estimated to have had about 10,000 different
states and independent groups, with distinct customs and traditions. From the late 15th
century onwards, Europeans joined the slave trade and then also started the
colonization of Africa in what was known as the “Scramble for Africa,” taking place
from 1881 to 1914, which resulted in 90% of the continent being colonized by the end
of the period. After World War II, decolonization swept across the continent, leading
to the Year of Africa in 1960, when seventeen nations gained their independence.
Africa’s first great historical kingdom, Egypt, arose along the Nile c. 3000 BCE and
flourished for nearly 3,000 years. The Phoenicians established a colony at Carthage
and controlled the western Mediterranean for nearly 600 years. While northern Africa
was dominated by the Romans for several centuries, the first known empire in western
Africa was Ghana (5th–11th century CE). Muslim empires included those of Mali (c.
1250–1400) and Songhai (c. 1400–1591). In eastern and central Africa, the emphasis
was on trade with Arabia, and several powerful city-states, including Mogadishu and
Mombasa, were established. The Portuguese explored the western coast in the 15th
century.
Before the late 19th century, Europe showed little interest in colonizing Africa, but by
1884 European countries had begun a scramble to partition the continent, and by 1920
much of it was under colonial rule. Anticolonial sentiment developed gradually,
becoming widespread after 1950, and one by one the colonies became independent,
the last in 1990. Political instability, refugee problems, famine, and AIDS were then
the chief problems facing the continent in the early 21st century, which led to our
modern day.
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African History Timeline
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Source: MCG, Britannica, July 2022

ECONOMY
Africa seems on a better path for growth and potential realization, having attracted
over US$ 83 billion of foreign investment in 2021 alone, and displaying 4% GDP
growth in 2021, up from an economic contraction of 2% in 2020, due to the global
COVID downturn. For centuries, Africa’s economy has been at the center of trade,
defined by countless trade routes across the continent. Nowadays, Africa’s economy
continues to be dependent on natural resource extraction, which has made it sensitive
to commodity price fluctuations. According to the African Development Bank, minerals
accounted in 2016 for an average of 70% of total exports and 28% of total GDP in
Africa. We will take a look at the other main core sectors of the economy, which consist
of agriculture, energy, infrastructure, and mining and drilling.

Agriculture
Africa remains very dependent on agriculture. More than 60% of the African population
is smallholder farmers, where agriculture contributes an average of 30% to 60% of
gross domestic product and about 30% of the value of exports. Nonetheless, arable
land and land under permanent crops occupy only about 6% of Africa’s total land area.
Most of the soil is damaged, and when soil becomes degraded, food production
decreases dramatically, causing severe economic side effects in agriculturally
dominated communities. According to a report published in 2020 by the Montpellier
Panel, a group of agricultural and economic trade experts, “about 65% of Africa’s
arable land is too damaged to sustain viable food production.” The graph below
underscores the importance of agriculture as value added to Africa’s GDP,
representing a total value of over 25% for South Africa in 2020.
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Agriculture, Forestry, and Fishing
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Subsistence Farming
Agriculture in Africa produces barely enough to satisfy local demand. According to the
Borgen Project, roughly 65% of Africa's population relies on subsistence farming.
Subsistence farming, or smallholder agriculture, is when one family grows only enough
to feed themselves. Without much left for trade, the surplus is usually stored to last
the family until the following harvest.
Beyond being largely confined to subsistence farming, agriculture in Africa has been
considerably dependent on the inefficient system of shifting cultivation, in which land
is temporarily cultivated with simple implements until its fertility decreases and then
abandoned for a time to allow the soil to regenerate. In addition, over most of Africa
arable land generally has been allocated through a complex system of communal
tenure and ownership rather than through individually acquired title, and peasant
farmers have had rights to use relatively small and scattered holdings. This system of
land ownership has tended to keep the intensity of agricultural production low and has
inhibited the rate at which capital has been mobilized for modernizing production. A
number of countries such as Egypt and Morocco have made efforts to raise
productivity levels by selecting better varieties of seeds and planting materials, using
tractors and other mechanized equipment, or increasing the use of mineral fertilizers
and insecticides. Such measures, however, have been relatively limited, and they
have raised concerns about their part in accelerating soil erosion and desertification.
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Farming Productivity
According to the World Bank Database, the agricultural value added per worker in
Africa was around US$ 1,500 while that for a European Union worker was around US$
25,500 in 2019. The persistence of relatively low-productivity agricultural systems over
large parts of the continent partly stems from a lack of integration between crop
production and animal husbandry. Traditionally, sedentary cultivators live apart from
their nomadic herdsmen neighbors, with the result that over large areas of the
continent farmers do not have access to animals for draft power or to manure for
fertilizer.
The need to sharply increase food production has also been explored through the
development of crop varieties. Intense research at centers such as the International
Institute of Tropical Agriculture in Ibadan, Nigeria, has been directed at developing
high-performing varieties of crops and designing more appropriate cropping systems.
One product of such research is a genetically improved strain of corn. These varieties
initially produced low yields, were more prone to disease and vermin, and had a soft
texture that was not desirable. Breeding programs, however, corrected these defects,
and the new strains began to improve the nutritional value of diets in Africa (which
consist mainly of corn preparations).
Food Crisis
Steep rises in international food and fuel prices since the Russian invasion of Ukraine
in 2022, have left millions of Africans facing hunger and food insecurity this year, as
the UN, local politicians and charities have warned. The price rises have compounded
economic problems caused by the coronavirus pandemic, sparking concerns of unrest
in the hardest-hit countries. Swaths of Africa face an “unprecedented food emergency”
this year, in part because of the war in Ukraine, as quoted by the World Food
Programme.
In an area stretching from northern Kenya to Somalia and large parts of Ethiopia, up
to 20 million people could go hungry in 2022, the UN’s Food & Agriculture Organization
has said, due to the worst drought in four decades, exacerbated by the fallout from the
war in Ukraine. More than 40 million people in the Sahel and west Africa this year face
acute food insecurity, according to the FAO, up from 10.8 million people three years
ago. Before the war, Russia and Ukraine accounted for a double-digit share of wheat
imports in more than 20 sub-Saharan African countries, including Madagascar,
Cameroon, Uganda and Nigeria, according to the FAO. Eritrea relies on those two
countries for all of its wheat imports.
Growth Opportunity
While given the recent crises, investment in agriculture to increase productivity is in
urgent need. In parallel, rising urbanization and the growth of urban middle-class
consumers in Africa could lead to US$ 645 billion in growth in consumer spending
between 2015 and 2025. Of that growth, US$ 167 billion could be in food and
beverages; a majority of that would come from sub-Saharan African countries. Urban
consumers are expected to consume more fresh produce, dairy, meat, and processed
food relative to their rural counterparts. However, investment in Africa’s agriculture is
dependent on many factors, including better distribution and infrastructure, easier
payment methods, higher productivity, and
cost-competitiveness. It would need
6
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private capital investment in all of these areas in a concentrated effort, yet Africa’s
agricultural sector would need to be opened up to private investment in a transparent
and legally sound manner.
Africa’s growing population and growth in consumer spending points to another sector
that holds promise: consumer goods. The consumer discretionary sector accounted
for 16% of all venture capital transactions (104 transactions out of 650) and 8% of all
transaction value (US$ 416 million out of US$ 5.2 billion) in 2021 in Africa.

Energy
Africa has vast resources for energy production and extraction, including hydroelectric
power, renewable energy, and natural untapped reserves of petroleum and gas.
Investments in infrastructure that will support the energy sector also have potential.
Energy Access
According to the 2022 International Energy Agency (“IEA”) Africa Energy Outlook
report, Annual investment of US$ 25 billion could deliver universal energy access in
Africa by the end of the decade. This could help bridge the gap for the 600 million
people in Africa, 43% of the population, that is without electricity and overcome one of
the biggest barriers to African development – lack of energy access.
African Energy Consumption Breakdown
2022

Coal

Natural Gas

Nuclear

Hydro

Wind, solar, etc.

Biofuels and waste

Oil

Sources: MCG, IEA, July 2022

Above, Africa’s energy supply breakdown still shows that fossil fuels still account for a
majority of the supply in Africa. Investment in green energy should be backed by the
idea that renewables, including solar, wind, hydroelectric and geothermal power, could
provide 80% of the new generating capacity
7 required by 2030, according to the IEA.
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Russia’s invasion of Ukraine has sent food, energy and other commodity prices
soaring, increasing the strains on African economies already hard hit by the COVID19 pandemic. The overlapping crises are affecting many parts of Africa’s energy
systems, including reversing positive trends in improving access to modern energy,
with 25 million more people in Africa living without electricity today compared with
before the pandemic, according to the Africa Energy Outlook 2022. The crippling
spikes in energy prices underscore the urgency and the benefits for African countries
of accelerating the scale up of cheaper and cleaner sources of energy, the IEA says
in a report released in June 2020.
Growth Opportunity
In 2021, Africa received US$ 83 billion in FDI, mainly pulled by South Africa, driven
mostly by the continent’s economic transition. In the energy sector, new projects
announcements included a US$ 4.6 billion clean energy project finance transaction
sponsored by UK-based Hive Energy and a US$ 1 billion greenfield project by USbased Vantage Data Centers to build its first African campus.
Coming out of the pandemic, infrastructure investment funds that primarily target
renewables raised US$ 2 billion, or 45% of the US$ 4.4 billion raised by private capital
funds in Africa. Renewable energy projects also accounted for roughly 14% of the US$
7.4 billion in private capital invested in Africa last year, as transaction activity bounced
back from the pandemic. Thus, as has been shown through this 2021 data, the
renewable energy sector is a promising arena for private capital investment in Africa.
Furthermore, to tackle the energy crisis, the South African government has enlisted
the private sector in an emergency plan to tackle the worst-ever rolling blackouts in
Africa’s most industrialized economy, by scrapping controls on companies generating
their own power outside the broken Eskom monopoly.
Investment in the energy sector requires less dependence on good infrastructure since
distributed renewable energy solutions, including stand-alone systems and mini-grids,
are playing a steadily growing role in expanding electricity access in off-grid areas and
strengthening supply in already connected areas. Thus, given this opportunity,
average annual investments in renewable energy grew ten-fold from less than US$
500 million in the 2000-2009 period to US$ 5 billion in the period from 2010-2020.

Infrastructure
Most of Africa lags behind the rest of the world in coverage of key infrastructure
classes, including energy, road and rail transportation, and water infrastructure.
According to the 2018 edition of the African Development Bank’s Infrastructure
Development Index, more than half the countries in the continent have a score below
40 out of 100 when it comes to infrastructure and infrastructure access.
Taking electricity, entire communities across large areas of Africa lack any connection
to the grid. For households and businesses alike, finding a solution that curtails this
issue can be very expensive. Even those who do have electricity generally use very
little of it. In Mali, the average person uses less electricity in a year overall than a
Londoner uses just to power their tea kettle.
Closing this infrastructure gap matters greatly for the continent’s economic
development, for the quality of life of its people,
and for the growth of its business
8
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sector. The challenge, however, is that Africa’s track record in moving projects to
financial close is poor: 80% of infrastructure projects fail at the feasibility and businessplan stage. Furthermore, Africa’s infrastructure deficit is about US$ 100 billion a year.
Electricity consumption per person in Ethiopia, Kenya, and Nigeria is less than onetenth that of the BRICs (Brazil, Russia, India, and China). Furthermore, the unmet
demand looks likely to increase: M Capital Group estimates that Africa’s demand for
electricity will quadruple between 2010 and 2040. The continent also trails the BRIC
countries in other key measures, including rail density and road density.
Infrastructure Debt Burden
The rising spending in infrastructure has come principally from African governments,
which accounted for over 90% of total funding in the last decade. Chinese lending in
particular has grown steadily: According to an Infrastructure Consortium for Africa
(“ICA”) 2018 report, Chinese infrastructure commitments grew at an average annual
rate of 10% from 2013 to 2020 and have supported many of Africa’s most ambitious
infrastructure developments in recent years for a total amount of more than US$ 25.7
billion in 2020.
Between 2007 and 2021, China’s two main overseas development banks invested
US$ 23 billion in infrastructure projects on the continent, according to a February 2022
analysis by the Center for Global Development, a US think tank. That is US$ 8 billion
more dollars than what the next eight biggest lenders combined, including the World
Bank, African Development Bank, and US and European Development banks,
contributed.
With Beijing being the biggest lender to many low-income countries, many of them are
defaulting on their payments and facing considerable debt stress. Zambia became the
first country during the coronavirus pandemic to default in November 2020, missing
payments worth US$ 17 billion of overall foreign debt in 2020. The rest of the world
watches to see how this will unfold and how Beijing will transaction with its borrowers.
As a share of GDP, infrastructure investment in Africa has remained at around 4% per
year since 2000. By way of comparison, China spends about 8% of GDP on
infrastructure, and India 5%.
What are the prospects of unlocking private investment in infrastructure investment?
On the one hand, many African governments face rising debt-to-GDP ratios, seen in
the graph on the following page, which will constrain goverment infrastructure
spending in the years ahead. In sub-Saharan Africa, for example, the median debt-toGDP ratio exceeds 50%—up from 31% in 2012.

9
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Debt-to-GDP Ratio
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Private Sector Involvement
At the moment, the private sector in Africa compared to other continents is not that
much involved in delivering infrastructure. Public entities, such as national
governments and state-owned enterprises, carry out over 90% of infrastructure
projects. The volume of infrastructure projects with private sector participation has
significantly declined in the past decade, following the commodity price bust.
Hence, since most projects are owned and operated by the state in Africa, and given
the high debt levels in the sector, private capital investment in infrastructure will remain
a challenge in Africa.

Mining and Drilling
Buried beneath the surface of Africa is a wealth of hugely valuable and extractable
natural resources, making its mining industry one of the most relevant in the world.
Africa is a major producer of many key mineral commodities, with bountiful reserves
of metals and minerals such as gold, diamond, cobalt, bauxite, iron ore, coal, and
copper across the continent. Africa contains 30% of all mineral resources, 12% of the
world’s oil reserves, 40% of its gold, and 90% of its platinum and chromium. Some of
the major mining countries in Africa are Democratic Republic of Congo, South Africa,
Namibia, and Zimbabwe.

10
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African Share of World’s Natural Resources

Mineral Resources

Oil Reserves
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Sources: MCG, McKinsey, 2021

Mineral resources are a critical source of revenue for Africa. In 2019, minerals and
fossil fuels accounted for more than a third of exports for at least 60% of African
countries. The continent produces around 80% of the world’s platinum, two-thirds of
its cobalt, half of its manganese, and a substantial amount of chromium, leaving it in
a strong position to benefit from growing demand for these minerals. Moreover, Africa
is believed to have some of the world’s largest untapped mineral reserves.
In the case of Guinea, one of the few West African countries to grow its economy in
the wake of the COVID-19 pandemic. Its GDP increased by 16% in 2020, going from
US$ 13.5 billion in 2019 to US$ 15.7 billion in 2020. This is related to strong demand,
with growing Chinese demand for bauxite and aluminum, of which Guinea is a major
supplier.
The digitalization of mines through artificial intelligence (“AI”), automation, and big data
can help mining firms limit damage to the environment, improve working
conditions, reduce operating costs, and boost productivity, while providing
opportunities to the private sector.
The rapid industrialization of India and China is creating a surge in demand for raw
materials that far exceeds the industry’s ability to supply, with continued price
pressure. Higher prices and scarce supply, have driven countries like China to seek
security, by hedging against cost increases and material shortages.
Corruption and Accessibility
However, Chinese illegal mining has been increasingly brought to light in Africa. For
example, in a report from February 2022, two researchers at the French Institute of
International Relations exposed alleged illegal Chinese timber and mining companies
operating in the South Kivu province of the Democratic Republic of the Congo. Ghana
has a long history of Chinese illegal mining, where the Chinese also operated in smallscale settings. This continues to happen due to widespread corruption.
Foreign Direct Investment in Africa has historically been concentrated in extractive
sectors, such as mining and drilling. But a lot of it has involved illegal exploitation of
the land and corruption.
11
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CHALLENGES AND ACHIEVEMENTS
Africa is facing multifaceted and complex challenges that add to instability and can be
factors influencing the ease of doing business on the continent. From hunger and
income inequality, to conflict and corruption. This section explores main challenges
and highlights achievements.

Challenges
 Hunger and Malnutrition: Food security is still a salient issue in Africa, where
over 280 million people suffered from hunger in 2020. Hunger and malnutrition
are both caused and worsened by conflict, climate change, and the economic
downturn caused by the COVID-19 pandemic. This challenge can be met by
increasing agricultural productivity, as well as attention given to water, health,
and education services in the continent. That will ensure a higher level of
preparedness to face vulnerabilities and future shocks.
Steep rises in international food and fuel prices since the Russian invasion of
Ukraine have left millions of Africans facing hunger and food insecurity this
year, the UN, local politicians and charities have warned. The price rises have
compounded economic problems caused by the coronavirus pandemic,
sparking concerns of unrest in the hardest-hit countries. Swaths of Africa face
an “unprecedented food emergency” this year, in part because of the war in
Ukraine, the World Food Programme has said.
 Climate Change: Climate change can disproportionately affect lower income
countries, although they are not the ones responsible for much of the
greenhouse gas emissions and climate warming behaviors. And that applies to
many countries in Africa, where climate change is likely to affect crop yields,
water accessibility, biodiversity, and desertification, aggravating existing
issues. Facilitating private investments in the green energy sector and a
sustainable approach to all other investments can be a step in tackling this
issue.

12
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 Income Inequality: Another challenge faced by Africa is income inequality,
where 10 out of 19 of the world’s most unequal countries are found in SubSaharan Africa. Africa’s new wealth and growth is often concentrated in a few
hands that already partook in preexisting wealth. The United Nations
Development Program (“UNPD”) pointed out in a 2021 report on inequality that
the main drivers for increased inequality in Africa are the following:






Growth is focused on a few sectors with high earnings inequality;
Infrastructure, human labor, and land are concentrated in Eastern and
Southern Africa;
The natural resource paradox, where countries with the most natural
resources such as Botswana and Zambia, are also the most unequal;
Regressive taxes; and
Insufficient and inadequate investments in education and healthcare.
Income Inequality in Africa

Unequal
Growth

The Natural
Resource
Paradox

Regressive
Taxes

Insufficient
Investment
in Human
Capital

Sources: MCG, July 2021

•

Closing the Gap: Quality education may dent poverty but might not be enough
to close the inequality gap if not accompanied by structural economic changes.
Also, countries need to focus on growth patterns rather than growth rate,
because inequality falls when growth is in labor-intensive sectors, such as
agriculture, manufacturing, and construction, and it rises when growth is in
capital intensive industries that relies on skilled labor, such as mining, finance,
insurance and real estate.
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•

Conflict and Crime: Rampant political or otherwise motivated conflict is
present across different African nations, with always changing eruptions. At the
time of the writing of this report, Libya, South Sudan, the Central African
Republic, Northern Mozambique, Ethiopia, and some of Cameroon’s regions
were hotspots to keep under surveillance.
In Libya, rival factions continuously fail to reach a consensus and rebuild the
country, which has been facing instability since 2011 when longtime ruler
Muammar Gaddafi was removed from power. South Sudan currently faces a
food crisis caused by the country’s civil war. The Central African Republic is
scene to a civil war that has been going on since 2012, displacing thousands
of people. In Northern Mozambique, insurgency by a local armed group led
more than 700,000 people to flee their homes. Ethiopia is also experiencing a
civil war, and Cameroon is facing two major conflicts simultaneously. Another
issue that threatens the safety of the citizens across Africa is terrorism. Violent
extremism and acts of terrorism are still present in many regions in the
continent.
However, countries that improve safety and political stability can contrast and
be possible investment spots. Ghana and Botswana that rank high in the Global
Peace Index ranking, have stable governments and political systems that
support investment. Ghana’s GDP grew by 5% and Botswana’s by 11% in
2021.

•

Corruption: Corruption directly affects one out of five African citizens, but it
hurts the poor the most, who are twice as likely as the rich to have paid a bribe
in the past 12 months, exacerbating inequality as an effect.
One of the most effective ways to tackle corruption, is the accurate reporting
and logging of corruption cases, which the continent has been working on
through efforts to protect those who report corruption, improving the
effectiveness of reporting channels, and raising public awareness about the
reporting process. Unfortunately, it is still not the most effective system in most
cases.

•

Access to Capital: African markets face a chronic lack of working capital to
catalyze private sector growth. The poor availability of working capital results
from several factors: a low savings rate, lack of well-structured capital markets
and a crowding out of the private sector due to high government borrowing.
To bridge the gap between banks and the real economy, impact investors and
development finance institutions (“DFIs”) should invest in FinTech startups and
working capital exchanges. This would help unlock the flow of capital and
jumpstart Africa’s entrepreneurial ecosystem to grow and employ more people.

14

14

Africa Calling: Towards New Horizons

Achievements
African GDP/Capita
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•

Economic Growth: Due to the COVID-19 pandemic, in 2020 Africa
experienced a 3% GDP contraction. However, the continent experienced a
prompt recovery in 2021, with GDP growing by 6%, mainly based off increasing
exports, commodity prices increases and rising domestic demand. The
economy is set to expand by 4% in 2022, down from 6% in 2021, as Africa
struggles to pick up momentum amid a slowdown in global economic activity,
continued supply constraints, outbreaks of new coronavirus variants, high
inflation, and rising financial risks, also due to high and increasingly vulnerable
debt levels.
Through the apparently good years of the commodity super cycle, most African
economies grew rapidly, providing fuel for the popular “Africa Rising” narrative,
which refers to the continent’s strong performance from 2000-2014. However,
since the mid-2014 oil price shock, GDP growth for Africa as a whole had
dropped dramatically, just as been the case across global emerging markets.
The slump in oil prices had very negative implications for many African
economies, as well as for many companies that had invested in them. However,
Africa still recorded average real GDP growth of 3% per year since 2014.

•

Women Economic Empowerment: In eleven African countries, women hold
more than one-third of the seats in parliaments, according to Women in
Parliament in 2020 (Rwanda, South Africa, Namibia, Senegal, Mozambique,
Ethiopia, Cabo Verde, Burundi, Tanzania, Cameroon, and Uganda, listed from
highest to lowest percentage of female seats). With 61%, Rwanda has the
highest proportion of women parliamentarians in the world. Africa has the
highest regional female entrepreneurial activity rate in the world. One in four
women starts or manages a business. Rwanda and Namibia, two Sub-Saharan
African countries, belong to the top ten of the most gender-equal countries,
according to the 2021 World Global15
Gender Gap Report.
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Investing in women-led businesses can then be a very attractive possibility,
where women make up 58% of the continent’s self-employed population.
Nigeria for example, according to Global Entrepreneurship Monitor 2021, has
the highest number of women entrepreneurs in the world. There are over 41
million Small and Medium Enterprises and women constitute 40% of this
number (16.4 million women leading SMEs).
According to Forbes, research shows not only that large companies with better
gender balance in leadership outperform, so do companies founded by female
entrepreneurs. Africa, with its exceptionally entrepreneurial women and its
huge gender gap in corporate business, has the most to gain from closing the
gap. The region’s enormous potential has been hard hit by the COVID crisis.
Impact investors have been behind the surge in funding for startups like
Kenya’s Wasoko and Nigeria’s TradeDepot that are spurring the digitalization
of informal businesses, which are overwhelmingly run by women.
Investing in women performing high growth businesses in Africa is an effective
way to tap into Africa’s potential, across sectors, while increasing gender
equality.
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WHERE IS THE GROWTH?

OVERVIEW
Africa is the Last Frontier.
With the world’s youngest and fastest-urbanizing continent, Africa is projected to have
24 million more people moving annually into cities, – more than India and China
combined - to reach an urban population of 1.12 billion in 2045, according to a 2016
McKinsey & Company estimate.
With consumption holding the line, consumer and business spending reaching US$ 4
trillion annually. Household consumption alone is expected to grow by 4% annually to
reach US$ 2.1 trillion in 2025, while business spending should grow from US$ 2.6
trillion in 2015 to US$ 3.5 trillion in 2025.
Some suggest that if Africa maintains its growth momentum and tackles structural
reforms, it could mirror the rise of China of the last 50 years.
Africa today accounts for around 17% of the world’s population, but only about 3% of
global GDP. Showing that private capital goes where it is treated well.
According to a 2020 World Bank report, poverty in Africa (defined as income of less
than US$ 1.90 per day) declined from 54% in 1990 to 41% in 2015. If the African
economies continues to grow at today’s momentum of at least 4% through 2030, the
continent’s poverty rate could decline to 23%. With a decrease in poverty and rise of
the middle class, consumption could respond accordingly.
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Historical Annual GDP Growth
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Africa’s success and prosperity could lift millions of people out of poverty and make
the continent a new hub and economic partner for the rest of the world.

Favorable Government Policies
Following government policies could create a more favorable environment leading to
economic growth and attract investment.

Growth Maximization Factors
Private
Sector
Investment
Diversified
Economic
Systems

Intra-Africa
Trading
Links

Formalized
Economy

SME
Focus
Structural
Reform

Source: MCG, July 2022
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 Promote and Support SME’s: Even before the pandemic, the continent’s
small business sector was facing liquidity issues, and while there is an acute
need for capital sources to be able to face financial vulnerabilities and threats.
As small businesses are responsible for around 80% of all employment,
governments should prioritize financing to small business enterprises in the
private sector to create millions of new and high-quality employment
opportunities.
Specifically, government incentives such as concessional loans, equity
instruments, credit guarantees, first-loss capital, impact bonds, and other
blended-finance tools could be put in place to help small businesses access
also additional private capital. The use of innovative financial tools like revenuebased financing, invoice factoring, and crowdfunding platforms could also be
promoted to help small businesses remain solvent, access new sources of
finance, and stay resilient in the face of external shocks.
As of July 2022, the South African government had enlisted the private sector
in an emergency plan to tackle the worst-ever rolling blackouts in Africa’s most
industrialized economy, by scrapping controls on companies generating their
own power outside the broken Eskom monopoly.
 Formalize the Economy: Today, more than two out of three jobs in Africa are
created outside the formal economy, making the informal economy in Africa
one of the most widespread in the world. Informal economies indicate low levels
of state capacity and weak enforcement of contracts and the rule of law. Not
only does informality hurt private investments (with investors often looking for
reliable institutions that can govern business agreements), it also hurts national
and sub-national governments’ ability to collect tax revenues, provide quality
infrastructure, and protect the labor force from unproductive working conditions.
Finally, informal economies mostly rely on a cash-only ecosystem, which
results in a significant portion of an economy’s wealth existing outside the
banking system. This has knock-on effects on the larger financial capacity of a
country, since bank deposit levels determine how much credit can be created
in the form of loans and (subsequently) how likely banks are to lend to a
business or consumer.
However, administrative and regulatory system reforms are only one part of the
formalization efforts. To ensure that Africa accelerates its growth, the need for
the region to create inclusive financial and banking systems for its citizens and
businesses should be gravely emphasized.
To meet the growing demands of their rapidly increasing populations, countries
could use modern financial technologies to aid in the expansion of the
traditional banking systems and bring access to formal financial services to the
nearly 57% of the region’s population that did not have a bank account as of
2021. Thus, financial services investment is called for, with current key markets
being Nigeria, Kenya, and South Africa.
At the same time, lack of official identity documents continues to be a significant
barrier to entry for individuals seeking access to technology-enabled financial
19
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services. Development partners and stakeholders could address such
obstacles by enabling reliable, secure, and inclusive digital identification
systems. Public-private partnerships could power these systems at the national
level, bringing in firms from the technology sectors, key government agencies
(such as ministries of justice, internal security, and finance), development
agencies, and civil society actors advocating for human rights and privacy
protection.
 Promote Intra-Africa Trade: As of 2021, according to the African
Development Bank (“ADB”) less than 17% of Africa’s commercial value is
generated through intra-African trade. In contrast, intra-East Asia trade
accounts for 35-40% of all economic value in that region. To boost intra-Africa
trading links in the coming years, the strong foundation laid by existing trade
and investment hubs should be utilized.
By leveraging bilateral and regional trade agreements, markets could be
strengthened, building capacity and increasing commercial activity in the
region. Bilateral trade agreements and bilateral investment treaties (“BITs”)
serve as a crucial step in achieving heightened commercial activity. They
provide a legal framework for foreign companies to do business, which reduces
investor risk and ultimately promotes investment. Regional partnerships and
trade agreements serve as an additional avenue to boost economic activity.
 Diversify the Economy: Research has shown that diversified economies help
build resilience to shifting export demands. Yet eight of the fifteen least
diversified economies in the world are in Africa, including Nigeria and Angola
(where oil dominates exports) and Botswana (where diamonds dominate
exports). Diversifying these economies will help the region tap into its full
potential and foster a resilient and inclusive trading system. It could also help
countries achieve their carbon-transition plans and increase the effectiveness
of the global response to climate change. Finally, diversification can also mean
tapping into the rapidly growing digital economy and expanding digital trade
and services within the region.
More attention should be given to vital economic sectors—such as smallbusiness lending, microfinance, and emerging technology firms—given that the
success of such sectors can lead to catalytic growth in the wider private sector.
And that is where private capital comes in. For example, in 2021, 81% of
venture capital transactions were in technology or technology-enabled
companies operating across a variety of sectors, such as FinTech and
HealthTech. Hence, private capital does not need to wait for Africa’s economic
diversification – it can be part of it.
Having diversified export economies could also open African countries as
strategic links within global supply chains. The onset of COVID-19 revealed that
global supply chains are most vulnerable when export hubs and distribution
routes are not sufficiently diversified.
 Implement Structural Reform: Africa’s growth also needs to be supported by
structural reforms. This means strengthening institutions, supporting political
stability, promoting democratization, enhancing policy coordination, improving
the ease of doing business and reducing hurdles, managing debt, opening
20
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financial markets, attracting foreign direct investment, and nurturing human
capital through education and healthcare.

CAPITAL DYNAMICS
Africa’s private equity and venture capital landscape, is evolving quickly.

Private Equity Landscape
Main Drivers
The continent itself hosts over 400 private equity, venture capital and asset
management firms, while another 200 firms from around the world have a strong Africa
focus.
The private equity, venture capital, and asset management firms are located across
the continent, while concentrated in South Africa, which is home to 174 headquarters.
Other major fund locations are Nigeria (63), Kenya (48), Mauritius (24), and Egypt
(20). Outside of Africa, Europe leads with the highest number of firms (87) and the US
comes in second (83), in regard to foreign funds focused on Africa.
China is the leading Asian source for investments in Africa although the activity is
mainly related to the Chinese government under the Belt and Road initiative. Chinese
loan commitments peaked in 2016 at US$ 29.5 billion, but dropped to US$ 7.6 billion
in 2019, according to the latest available data from the Chinese Loans to Africa
Database, compiled by scholars at Johns Hopkins University. However, in 2021,
Chinese investments in Africa fell by a third to US$ 40 billion, due the alarming
Chinese leverage to the African continent. Chinese public and private lenders
accounted for 12% of the continent’s US$ 696 billion of external debts in 2020, totaling
around US$ 83.5 billion in debt owed to China. Beijing now announced that it lowered
its commitments to US$ 40 billion in new investments, credit lines, trade finance, and
special drawing rights over the next three years.
Assets under Management in Africa, are much smaller than the global average, with
around a third managing under US$ 1 million (a total of 65 firms), and where just under
10% of Asset Management Firms (a total of 50 firms) are known to manage more than
US$1 billion in assets.
Financial services and IT are the top two sectors attracting investors. Transaction
analysis by the African Private Equity and Venture Capital Association (“AVCA”)
shows that investment in tech-enabled companies accounted for 55% of all
transactions in Africa in 2020, while financial services, IT and consumer discretionary
made up 47% of transaction volume that year.
Funding Sources
Key funding sources of private equity in Africa have been predominantly from outside
of Africa, mainly from the US and Europe. The US and Europe are expected to be the
largest sources of capital funding for most African regions. South Africa, is the
exception, with a strong local capital base.
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Outlook
Private equity is expected to grow across all African regions. Key drivers include a
young population driving productivity, rapid urbanization, and accelerated technology
uptake. According to Deloitte’s Africa Private Equity Confidence Survey published in
2021, the following seems to represent each of Africa’s main regions.
•

East Africa: Most respondents (65%) expect private equity to increase over
the next 12 months. This is in line with the anticipated improvement of the
economic climate, as governments have eased measures instituted to curb the
spread of COVID-19. Distressed PE acquisitions and possible funding
opportunities are likely to increase, with companies expected to fundraise to
meet their working capital needs post pandemic.

•

North Africa: Respondents are split between an expected increase in activity
(56%) and activity remaining the same (44%) from 2021 to 2022. Transaction
activity is anticipated to target quality assets with strong cash flows; however,
uncertainty around another wave of infections and consumer spending may
result in PE firms adopting a “wait-and-see” approach for new investments and
transaction activity.

•

Southern Africa: The “wait-and-see” approach adopted by many PE firms
during the onset of the pandemic is expected to result in heightened PE activity
in 2021 and 2022. This is highlighted by 74% of respondents expecting PE
activity to increase in the region. Funders and investment committees are
requiring increased due diligence and strong transaction rationale to justify
investments in the current economic climate.
22
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•

West Africa: Investors have been focusing on strategies to preserve existing
investments in the adverse COVID-19 environment. The expected increase in
PE activity is anticipated to be driven by the projected economic recovery.

Venture Capital Landscape
Main Drivers
The 2021-22 period saw the number of reported VC transactions in Africa more than
double. A new high of 650 transactions were concluded on the continent in 2021-22,
which corresponds to a 104% year-over-year increase. The increasing volume of VC
transactions concluded in Africa reflects the maturity of Africa’s entrepreneurial spirit,
which grew at a Compound Annual Growth Rate (“CAGR”) of 32% between 2014 and
2022. The number of VC transactions recorded in 2021 alone corresponds to 70% of
the total volume of VC transactions recorded on the continent between 2014 to 2020,
and 41% over the period 2014-2021. Africa remains one of the fastest growing VC
markets globally, and this trend shows no sign of abatement.
According to AVCA, 2021 was also a record year by transaction value. The cumulative
value of VC transactions reported in Africa reached US$ 5.2 billion in 2021. This
equates to a 4.9x year on increase from 2020, and corresponds to an overwhelming
51% of the total value of VC transactions recorded on the continent in the eight-year
period between 2014 and 2021. This annual increase is particularly impressive
considering the funding dip witnessed in 2020, which saw a marginal tightening of
investor purse strings following the COVID-19 pandemic. This resulted in a 21%
decrease in the total the amount raised by African startups compared to 2019.
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Financials (32%), Information Technology (16%), and Consumer Discretionary (16%)
were the three most active sectors by volume in 2021, maintaining trends witnessed
in last year’s Venture Capital in Africa report. The Financials sector continues to gain
prominence in Africa’s venture landscape – claiming 44% of the total value of VC
transactions in Africa between 2014 and 2021, up from 26% in 2014-2020. This
increased proportion is due to the overwhelming influx of activity in, and capital
allocated to, the Financials sector in 2021 specifically, which drew a monumental 60%
of the total transaction value for the year.
Venture Capital Sectorial Breakdown
2021
Financials
Information Technology
Consumer Discretionary
Industrials
Utilities
Communication Services
Healthcare
Consumer Staples
Real Estate
Energy
Materials

Sources: MCG, AVCA, April 2022

By transaction value, Industrials was a rising sector, responsible for 13% of the total
value of venture capital transactions in Africa in 2021 (US$ 676 million). This sector
boasted YoY increases by both volume (+91%) and value (+590%). Emerging
verticals within this sector that are gaining traction include MobilityTech (companies
that provide technologies and services that are disrupting the transportation,
automotive and shipping industries), HRTech (companies developing software
designed to improve human resource management, operations, and hiring processes)
as well as Supply Chain Tech (companies that provide technologies and services
changing how domestic and global supply chains are managed). Notable transactions
within the Industrials sector in 2021 include the US$ 200 million Series E round in
global job placement platform Andela, the US$ 31 million Series B round in Nigerian
online delivery platform Max.ng, as well as the US$ 37 million Seed round in Algerian
ride-hailing startup Yassir.
Recent transactions in 2022, include FMO, the Dutch entrepreneurial development
bank, and Algebra Ventures, Egypt’s venture capital firm, signing a US$ 10 million
commitment for the fund manager’s second fund; and Bizao, a FinTech that facilitates
payments for both local and international businesses operating in Africa, announcing
an € 8 million series A funding round led by AfricInvest Financial Inclusion Vehicle
(AfricInvest FIVE), Adelie and Seedstars Africa Ventures.
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Funding Sources
US$ 5.2 billion was raised by over 60 African Strat-Ups in 2021, which surpasses the
US$ 1.1 billion raised in 2020 by over four times. This impressive performance can be
resumed in the fact that African startups raised more in 2021 alone than the preceding
seven years combined, clearly indicating that the venture capital sector in Africa is
maturing.
Outlook
According to Africa-focused database The Big Deal, Africa was the only region to
record three-digit growth in the first quarter of 2022, with venture funding up 150% to
hit a record US$ 1.8 billion compared to US$ 730 million in the same quarter in 2021.
Kenya alone attracted more venture funding in the first three months of 2022 (US$
482 million) than it did in all of 2021 (US$ 412 million).
African startups continue to get funding because they offer essential services, such as
mobile banking and edtech services, which appeal to a young and rising middle class.

INVESTMENT CHALLENGES
Investing in Africa still presents challenges, mainly exiting investments, foreign
currency volatility, corruption, and instability.
 Exits: A challenge for investors in Africa has always been financial exists. The
number of exits reported in Africa has been on a downward trend since 2017,
largely due to sluggish growth and macroeconomic uncertainty in South Africa
which used to account for the greatest portion of exits across the rest of the
continent.
The muted exit environment in Africa has a number of root causes, including
the lack of good IPO markets. Among the 33 reported private equity exits in
2021, not one took place through an initial public offering. While the range of
potential buyers is broadening out, creating the potential for greater liquidity in
the years ahead. In 2021, for example, one out of four African PE exits was
made through management buyouts (“MBO”), which tend to cater to smallersized transactions, while 60% of exits involved sales to financial or strategic
buyers, according to a AVCA’s industry survey. In 2021, strategic and financial
buyers accounted for nearly 80% of exits. This is a trend that many expect to
continue over the next five years.
2021 marked a 13% year-on-year increase in the number of exits with the total
number of exits reported in Africa increasing to 36. Helios Investment Partners,
a London-based private equity firm, sold a 49% stake in GBfoods Africa to its
partner and co-shareholder, Amethis, the Paris-based fund manager, exited
Velogic, a leading transport and logistics company based in Mauritius, through
an IPO on the Development & Enterprise Market of the Stock Exchange of
Mauritius.
 Foreign Currency Volatility: Foreign exchange volatility and foreign currency
shortages remain some of the biggest challenges facing private equity investors
in Africa. The problem of currency volatility, and related inflation, has long been
of concern to investment professionals.
It has exasperated over the last two
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years as the global economy grappled with the COVID-19 pandemic. At the
height of the global pandemic, African economies witnessed capital flight from
concerned investors and downgrades by credit rating agencies. Foreign
Exchange markets were also significantly impacted by the COVID-19
pandemic, which in turn affected the balance sheets, valuations and financial
reporting for financial institutions globally.
Currency hedging of African currencies is very difficult or mostly non-existent
to get by, as such portfolio diversification in regards currency risk is difficult to
execute.
 Corruption: Most African economies are perceived to have serious corruption
problems. Transparency International’s Corruption Perceptions Index is widely
used as a measure of corruption risk in emerging markets. According to its
surveys, 90% of Africa is perceived to have entrenched corruption.
Comparatively, 64% of Asian countries are perceived to have such entrenched
corruption. Corruption is a main challenge to successful investment in Africa in
certain core sectors and currency providers such as mining, and oil and gas,
which are known to be plagued with illegal exploitation and rampant corruption.
•

Instability: Frequent political instability and conflict is present across Africa.
Libya, South Sudan, the Central African Republic, Northern Mozambique,
Ethiopia, and some of Cameroon’s regions were hotspots, with no clear
outcome.
In Libya, rival factions continuously fail to reach a consensus and rebuild the
country, which has been facing instability since 2011 when longtime ruler
Muammar Gaddafi was removed from power. South Sudan currently faces a
food crisis caused by the country’s civil war. The Central African Republic is
scene to a civil war that has been going on since 2012, displacing thousands
of people. In Northern Mozambique, insurgency by a local armed group led
more than 700,000 people to flee their homes. Ethiopia is also experiencing a
civil war although that has currently abated, while Cameroon is facing several
major conflicts. Also, terrorism continues to operate at different levels
unchecked in Africa. Violent extremism and acts of terrorism are still present in
many regions on the continent.
Political instability remains a major challenge for investments in Africa, with 12
out of the 16 countries facing armed conflict in 2021 being autocracies or semiauthoritarian governments.

MAIN SECTOR DRIVERS
This section some main sector drivers in Africa, namely Agriculture, Infrastructure,
Green Energy, Financial Services, Technology and Information, Healthcare,
Education, and Telecommunications.

Agriculture
Private-sector companies have tried to master ways to enter and grow in Africa’s
agricultural market. Agriculture in Africa has a massive social and economic footprint.
More than 60% of the population of Africa 26
are smallholder farmers, and about 23% of
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Africa’s GDP comes from agriculture. In a recent analysis, McKinsey determined that
Africa could produce two to three times more cereals and grains, which would add an
additional 20% to the current worldwide 2.6 tons billions output. Similar increases
could be seen in the production of horticulture crops and livestock.
Realizing Africa’s full agricultural potential will require significant investment.
Professional investing in African agriculture will not only tackle the ongoing and
imminent hunger crises in Africa, but also become an economic booster and export
potential to obtain hard needed foreign currencies. Africa will need eight times more
fertilizer, six times more improved seed, at least US$ 8 billion of investment in basic
storage, and as much as US$ 65 billion in irrigation to fulfill its full agricultural potential.
In addition, to basic infrastructure, such as roads, ports, and electricity, in parallel to
improvements in policies and regional trade flows.
Given the continent’s rising income levels and its large and rapidly growing population,
consumer food demand is expected to continue to increase in the medium term. By
2030, 20% of the world’s population is expected to be in Africa. As the continent’s
population increases, the pressure on Africa’s food supply will require substantial
private investment, that cannot be sustained by government funding alone, in order to
guarantee food security.

African Agricultural Growth Facts

POTENTIAL:
9 countries
hold 60% of opportunities

LAND EXPANSION:
Only 10% increase

INCREASING DEMAND:
20% of the world's population
by 2030

SMALLHOLDER FARMERS:
60% of the African population

Source: MCG, February 2019
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Concentrated Potential
Analyzing productivity potential across 44 countries in Africa showed that nine
countries make up 60% of the total potential, with three countries—Ethiopia, Nigeria,
and Tanzania—comprising half of that. While this potential is highly concentrated, the
significant variation in agricultural development and policy on the continent means
differentiated approaches are required for each market, including different crops to
obtain best yields.
 Land Expansion: It is commonly held that Africa has large amounts of
untapped agricultural land that could be used to increase production. Some
estimates range from 480 million hectares to 840 million hectares. Recent
analysis finds, however, that much of this land is in unreachable, because of a
lack of infrastructure within countries and across the continent’s conflict zones,
or under forest cover, or part of a conservation area. In fact, looking at
dimensions such as market access, population density, and agro ecological
conditions suggests that only about 20 million hectares to 30 million hectares
of additional cropland in Africa, primarily in nine countries, is readily cultivatable
today. This represents a 10% potential increase in Africa’s cultivated land. This
amount could increase if new infrastructure investment provides access.
While Africa continues to be highly targeted for large agricultural land
transactions, with more than 420 transactions comprising ten million hectares
completed between 2000 and 2016, few of the transactions have gone into
implementation.
 Streamlined Distribution: Given fragmented supply chains, companies have
an opportunity to reduce costs and increase value by streamlining and
expanding distribution. For input companies, this can mean gaining greater
control of the distribution chain and holding more of the working-capital burden
by maintaining ownership of inventory in rural aggregation points.
Improved distribution could also come through stronger partnerships with other
input companies to share the costs of distribution and warehousing across the
value chain, again relieving the burden on agro-dealers. Some innovators are
using digital solutions to provide streamlined and more reliable distribution for
inputs and produce.
These shifts in the distribution chain do come with challenges, though, including
managing more complex logistics and payment collections from agro-dealers
as well as taking on the risk of bad debts further down the distribution chain.
Moreover, cost savings may be limited, given the infrastructure constraints in
more rural areas. Therefore, this approach should be tailored to the specific
needs of the local distribution chain. For example, direct distribution may make
sense in some parts of a country or to some types of farmers, while having local
distributors, with improved incentives, may be a better approach in others.
Below, the distribution chain is summarized.
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Agricultural Supply Chain
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Sources: MCG, McKinsey, February 2019

Key Investment Areas
It seems that wheat in Ethiopia, cassava in Nigeria and maize in Tanzania – have
investment potential, based on their competitive advantage.
Comparing competitiveness, ease of doing business and agricultural resource
availability across the continent, three key crop farming destinations were identified.
Ethiopia, Nigeria, and Tanzania were found to have nascent investment potential. Six
crops – cassava, maize, wheat, rice, ground nuts and soya beans – were prioritized
as key crops to invest in on the continent based on generally high domestic and
international demand for these crops. Then, looking at comparative advantages and
domestic output and consumption levels of each of the six crops in each of the three
key countries, wheat, cassava and maize presented investment cases in Ethiopia,
Nigeria and Tanzania respectively and were accordingly selected as the focal crops.
Key Investment Crops
Wheat in Ethiopia

Cassava in Nigeria

Sources: MCG, Deloitte, August 2017
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Wheat in Ethiopia
In the last decade, Ethiopia has recorded some of the highest economic growth
globally. Ethiopia is the largest producer of wheat in Africa today, and yet wheat
remains the biggest crop import, making up 52% of its total agricultural imports and
contributing to Ethiopia’s US$ 14 billion merchandise trade deficit. Local supply is
insufficient, creating investment opportunities. Although infrastructure is still relatively
poor, there have been improvements recently. Disposable income in the country is
expected to rise gradually, increasing domestic demand for preferred crops, such as
wheat, and production is rising in response to growing demand. Output growth reflects
improved agronomic practices and government incentives in the crop sub-sector.
About 60% of wheat farmed in Ethiopia is consumed as food and grown mainly on
smallholder farms no larger than 5 hectares. As 99% of wheat is rain fed, crop yields
are highly weather-dependent. Of around 13 million smallholder farmers, 4.7 million
farm wheat. They are spread across the major wheat-farming areas of Oromia,
Amhara, Tigray and the Southern Nations, Nationalities and Peoples’ region.
Both production and consumption of wheat in Ethiopia have been on an upward
trajectory over the last decade. However, consumption has outstripped production
every year, where domestic production only meets 70% of domestic demand, forcing
Ethiopia to import wheat to meet local demand.
Opportunities:
•

Rising Income Levels: Has been the case for wheat to become a preferred
crop in many developing countries, also for an increase in the demand for high
quality processed wheat products. Ethiopia is the second most populous
country in Africa and the population is growing rapidly and expected almost to
double to around 230 million people by 2050.

•

Regional Supplier of Fertilizer: Ethiopia has managed to increase its use of
fertilizer drastically across the country, thereby improving productivity.
Additionally, technological innovations such as the Ethiopian Soil Information
System (“EthioSIS”) give the country an edge in soil mapping techniques. There
are opportunities to supply better quality wheat-specific agrochemicals and
produce agrochemicals locally. Given the limited availability and use of fertilizer
across SSA, domestic agrochemical producers in Ethiopia are also well placed
to supply wheat producers in the rest of East Africa.

•

Special Economic Zones (“SEZ”): As part of the government’s efforts to
attract investment in the agricultural sector, various SEZs and special agroeconomic zones are being created. Many of the SEZs are devoted solely to
agro-processing operations and offer a variety of attractive investment
incentives. These include tax holidays, preferential access to export markets
(in some cases) and tax-free imports of capital goods.

Challenges:
•

Maintaining Affordable Wheat and Bread Prices: If domestic wheat
production can be expanded to a point where wheat imports are crowded out,
one challenge remains. Government control over wheat is essentially a tool to
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provide an affordable, basic staple to low income vulnerable populations, by
subsidizing wheat imports and flour to bakeries. The challenge is not only to
increase wheat production but to keep wheat and bread prices low enough,
while profitable enough to still meet the government’s aim of providing
affordable bread nationwide.
•

Overcoming Barriers to Market Access: The wheat market in Ethiopia is
currently characterized by government intervention at the import, export and
provision level. If wheat production can be expanded enough, there is no
reason why the government should not remove some of the regulations
hampering private investment governing the trade in wheat.

•

National Agricultural Infrastructure: The state of the national agricultural
infrastructure presents major challenges to agricultural expansion. Poor
transport and electricity infrastructure, undeveloped irrigation systems and
limited access to mechanized farming equipment hamper optimal agronomic
practices. Additionally, limited access to financial services and credit make new
investments difficult to coordinate.

•

Agricultural Sector Restructuring: The sector is dominated by subsistence
farming and is not currently geared towards commercial production. As such,
investment in the sector would require a paradigm shift from both government
and the local farming community. Regulation needs to be changed and labor
transition from small-scale and subsistence to more commercial farming.

•

Drought Risk: Ethiopia is one of the most drought prone countries in Africa
and less than 1% of arable land is irrigated. Drought therefore harms output
and food security. More than 40% of farmers regularly need emergency seeds
due to crop failure.

Cassava in Nigeria
Nigeria is the largest producer of cassava in the world, yet its cassava industry and
value chain remain largely underdeveloped. Nigeria’s demographics, favorable
climate and vast natural agricultural resources make it an attractive investment
destination. Despite this, the business environment remains largely informal, with poor
infrastructure and difficult physical terrain. Nigeria remains a high risk, high reward
market and agriculture is one of the better performing sectors in the current
environment.
Since the 2014 commodity price crash, the Nigerian economy has begun to change in
an attempt to move away from oil dependency and diversify foreign exchange sources.
Agriculture has gained considerable momentum. As the largest global producer of
cassava, Nigeria has the capacity to become a global leader in the production and
export of industrial cassava products
The government’s recent realization of the cassava market potential in Nigeria has led
to a “cassava revolution”. With government incentives and increased investment from
the private sector, production has increased, in addition to various production units
being established. The sector has also seen a shift from traditional food products to
more industrial uses. There has also been an emergence of cassava glucose syrup
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and cassava starch. On average, one cassava glucose factory in Nigeria can produce
up to 26,000 tones of glucose syrup annually, for which it requires 132,000 tones of
fresh cassava tubers. These sorts of processing facilities are providing increased
demand for the cassava tuber, which are being met by Nigerian farmers. Major
cassava starch producers in Nigeria include Matna Foods, and the newly developed
Union Dicon Salt, which will become the country’s largest processor yet.
Opportunities:
•

Food Products: Cassava food products are a staple in Nigeria. The Nigerian
economy has doubled in size in the last decade, and the population is expected
to be among the three fastest growing in the world. Leading to growing urban
consumers, with rising incomes. Products such as high-quality cassava flour
(“HQCF”) are becoming increasingly important and can also be used as a
substitute for wheat flour in baking. This is particularly attractive given the rising
global price of wheat. By substituting HQCF for wheat flour, Nigeria can reduce
its dependence on wheat, and begin to develop a major HQCF market
domestically.

•

Industrial Processing: The general local food processing sector remains an
attractive sector, also with a major potential in industrial cassava processing.
Products such as cassava starch, glucose, dextrose and animal feed are
gaining popularity abroad, and consequently there is growing global demand
for these products. By bolstering the domestic starch and glucose industry,
Nigeria could not only substitute imports of these goods but also become a
global export leader.

•

Innovation: As cassava has only recently gained widespread recognition as a
commercial crop, R&D is in its early stages. This means that innovative new
uses for the crop are emerging, such as biodegradable packaging, some of
which could be profitable ventures in the future. If more resources in Nigeria
are devoted to cassava industry R&D, a variety of marketable innovative
products could emerge.

•

Special Economic Zones: SEZs devoted to agro-processing are emerging
across Nigeria. These efforts by the government to attract investment in the
agricultural sector, with priority placed on the cassava sector. These SEZ
provide investors with necessary support and a variety of attractive investment
incentives.

Challenges:
•

Infrastructure: Some of the largest hurdles for investors remain infrastructure.
Electricity is often unavailable or unreliable, while financing or credit remains
scarce. The national road grid is still basic, creating major problems for
perishable goods as cassava.

•

Transportation Costs: Cassava must be transported before the tubers begin
to perish. Additionally, the value of raw non processed cassava is not very high,
where transportation costs are crucial. Some solutions have been mobile micro
processing units. This technology is, however expensive. Opportunities could
center on the development of more cost-effective mobile processing units.
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•

Improving Technology Use: Although access to technology has improved
considerably, technology use is still limited, with a lack of commercialization in
the Nigerian cassava industry. Basic use of mechanized farming equipment
could provide major improvements to the competitiveness of the sector.

•

Macroeconomic Constraints: Nigeria is still raw material dependent and
therefore due to boom and bust cycles with mismanaged economy policies and
corruption, has limited fiscal capacity. While Nigeria has been working towards
economic diversification, and has placed considerable focus on developing its
agricultural sector.

Maize in Tanzania
Tanzania has implemented promising agriculture policies, that have been slowly
affecting the sector positively. Tanzania provides a low input cost environment with
relatively low labor costs. The country’s climate is more favorable for maize than that
many other markets. Tanzania has a stable political and economic environment.
However, it has high production costs resulting from poor infrastructure and
fragmented domestic crop distribution channels. Though Tanzania has the second
largest land area for maize production in Africa, after Nigeria, it still remains only the
fifth largest maize producer on the continent.
Over the past decade, Tanzania’s agricultural sector has contributed about 31% of
national GDP, demonstrating the country’s heavy reliance on the sector. With seven
agro-ecological zones, and both heavy rainfall and very dry periods, the country boasts
one of the most favorable climatic conditions for agriculture. Staple foods include
maize, rice, banana and cassava. Six key cash crops (tobacco, cashew nuts, coffee,
tea, cloves and cotton) generate about 9% (US$ 850 million) of the country’s annual
foreign exchange earnings. The agricultural sector has, however, underperformed in
terms of growth, expanding by less than 4% per annum in recent years, against the
targeted Comprehensive Africa Agriculture Development Program (“CAADP”)
minimum target of 6%.
With about 4 million hectares, Tanzania has the largest planted area of maize in
Southern and Eastern Africa combined. Maize is a staple food in Tanzania. Around
80% of maize produced comes from smallholder farmers and is used either as a cash
crop or a subsistence crop. Maize production in Tanzania is mostly rain-fed and with
low level of other inputs.
Opportunities:
•

Rising Demand: It is expected African demand for Maize will grow significantly.
As the country’s maize production is largely carried out using manual labor,
should production be mechanized and advanced technology implemented,
maize yields and production volume can improve significantly and meet
shortfalls in the region.

•

Improving Value Chain: Tanzania’s value chain remains underdeveloped.
However, with a stronger policy commitment from the authorities and support
from established industry players, the chances of building a robust value chain
in Tanzania are promising. Creating a robust maize value chain would also
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result in medium-term benefits for fertilizer, seed and value added maize
producers.
•

Climate Change: Recent analysis by the World Bank indicates that some of
Tanzania’s trading partners will experience severe dry conditions that may
reduce agricultural production in years when Tanzania is only mildly affected.
Climate change may further improve Tanzania’s maize export advantage.

Challenges:
•

Policy: The uncontrolled supply of counterfeit seeds and chemicals and poor
enforcement of patents hinders investment in the sector, especially in research
and development. Furthermore, the maize value chain is still largely informal
and government policy on organizing and commercializing Maze production
remains weak, with no clear national maize development strategy.

•

Political Interference: Maize is perceived as a politically important crop for
food security, and so production and distribution is tightly regulated, especially
in periods of drought.

•

Information Asymmetry: Poor market information means too many inefficient
and costly steps between producers and consumers. The situation is more
accentuated for players higher up in the value chain who rely on domestic
farmers, as most maize farmers operate at subsistence rather than commercial
level and are often misinformed about market conditions.

•

Infrastructure: Though the government is making renewed efforts to improve
national infrastructure, inadequate rural infrastructure, especially access to
roads and electricity, continues to hamper development of the maize value
chain. Tanzania relies on its road network as the main mode of transport. Its
national roads across the country are of good standard but last mile roads in
rural and remote areas remain in poor condition, making to and from logistics
inefficient.

•

Climate Change: While possible creating a possible export advantage for
Tanzania, maize production in Tanzania remains to the risk of climate change.

Agricultural Investment Outlook
The state of infrastructure in Africa, presents major challenges to agricultural
expansion. Poor transport and electricity infrastructure, undeveloped irrigation
systems and limited access to mechanized farming equipment hamper optimal
agronomic practices. Additionally, limited access to financial services and credit make
new investments difficult to implement. Given that, and the fact that land expansion is
still challenging Africa’s agricultural growth and that most farming done on the
continent constitutes subsistence farming, private investment could be involved in
streamlining distribution, providing tools and resources, or as suppliers of fertilizer.
While specific crops in certain countries, as listed above, can prove to be attractive
given special economic zones, government incentives, and expected high demand in
the foreseeable future. Africa’s growing and fast urbanizing population will increase
demand for food products.
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Infrastructure
The US$750 million Eurobond issued by the Africa Finance Corporation in April 2021
was the latest sign of strong international appetite for investing in African energy and
infrastructure. It was 3.5x oversubscribed and funds came from more than 200
investors across the UK, Europe, Middle East, Asia and the US. This is a glimpse of
light in an otherwise overcast infrastructure investment climate in Africa, where many
countries are projected to risk defaulting on their obligations in the near future. Beijing
is the biggest lender to many African low-income countries. Zambia became the first
country during the coronavirus pandemic to default in November 2021, missing
payments worth US$ 17 billion of foreign debt in 2020. The rest of the world watches
to see how this unfolds and how Beijing will deal with borrowers’ restructurings.
It seems that 80% of African infrastructure projects fail at the feasibility and business
plan stage. Less than a tenth reach financial closure. Yet various estimates see
government agencies, pension funds and investment firms that have as much as US$
550 billion in assets that they could deploy. The African Development Bank estimated
in 2021 that the continent required US$ 130 to US$ 170 billion in infrastructure
investment a year, and that there was a financing gap of US$ 68 to US$ 108 billion.
African governments now account for 40% of infrastructure spending, development
finance institutions about 24%, and China about 20%, according to Africa Finance
Corporation. The private sector makes up the remaining 16%.
The Infrastructure Paradox
Infrastructure investment on the continent over the past five years has averaged about
US$ 75 billion a year. Still due to corruption, misallocation of funds and resources,
and pet projects, infrastructure is not yielding the necessary results.
It is believed that this infrastructure paradox is not a structural problem, but the result
of six discrete and critical market failures at the early stages of project development—
that is, from concept phase to financial close. These failures, and their root causes,
include:
-

-

-

Limited Transaction Pipeline: Often due to the lack of a long-term master
plan that can bridge political cycles, a shorter-term focus may result in the
unwillingness to develop larger, more impactful projects, as well as inadequate
infrastructure-policy frameworks leading to poor prioritization of infrastructure
projects.
Weak Business Plan: Developers and governments often lack the crucial
capabilities and resources, including the capacity to assess key technical and
financial risks associated with large-scale infrastructure projects.
Licenses, Approvals, and Permits Delays: These issues may include a lack
of capacity and motivation by government agencies to get projects off the
ground; a lack of coordination between responsible agencies; and community
resistance to some projects.
Risk Allocation Uncertainty: This is a result of skill gaps in quantifying and
correctly allocating risks to their natural owners—a challenge that persists in
even the most sophisticated public agencies worldwide. Another common
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-

problem is an excessive focus on risk avoidance as opposed to risk
management and mitigation.
Agreement Securement Failures: A primary cause is governments that are
unable to provide sovereign guarantees, as a result of weak balance sheets.
Poor Program Delivery: This is the result of insufficient capabilities in planning
including technical design, managing, and execution of large projects.
Infrastructure Challenges in Africa
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and
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Source: MCG, July 2022

Developers and Investors
There are also steps that private players — including project developers, infrastructure
funds, and engineering, procurement, and construction companies — can take to
invest despite Africa’s infrastructure paradox.
One necessary action for many private developers is to invest even more capital
upfront to ensure from the earliest project development phases that projects are
feasible and correctly prepared. That additional investment can deliver robust
feasibility studies and commercial plans, which will give governments and investors
greater confidence in the technical and commercial viability of large-scale projects. By
implication, this greater rigor in the early phases will require developers to be more
thoughtful about shaping their project pipelines and selecting the viable, valuable
projects they wish to focus on. An example is Turkey’s major infrastructure developers,
which have ramped up their presence in Africa in recent years—in part by investing in
thoughtful preplanning on major projects of airport development and other
infrastructure classes.
Private-sector players can also focus more on examining the risk profiles of their
potential clients, and on identifying financial partners that can support them with risk
mitigation. They can then develop in-depth plans to manage the full set of risks related
to the project, from currency risk to political volatility. More than anywhere else on
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Earth, Africa has huge unmet needs for infrastructure, reflecting a long history of
underinvestment. Today the continent has the opportunity to build the infrastructure
its people and businesses need—at speed and scale.
Private Sector Involvement
At the moment, the private sector is not involved much in financing and delivering
infrastructure in Africa, when benchmarked globally. Public entities, such as national
governments and state-owned enterprises, carry out 95% of infrastructure projects.
The volume of infrastructure projects with private sector participation has significantly
declined in the past decade, following 2014 and the commodity price bust.
Hence, since most projects are owned and operated by the state in Africa, and given
the high debt levels in the sector, according to MCG infrastructure should not be the
number one destination for private capital investment in Africa. Still, investors should
be on the lookout for privatization. Below are certain Africa projects highlighted.
Key Investment Areas
Refineries

Ports

Dams

Railway Lines

Sources: MCG, African Development Bank Group, July 2022

Investments
•

Refineries: While Nigeria is one of Africa's most oil-rich countries, its refineries
are only operating at a small fraction of their capacity. It's not just bad for the
economy — fuel shortages mean Nigeria suffers frequent power cuts. But
Africa's richest man, Aliko Dangote, built an oil refinery he says will solve
Nigeria's fuel problem. Covering 2,635 hectares, the new Dangote Petroleum
Refinery is the largest in Africa, with capacity to process 650,000 barrels a day.
Dangote hopes to create a market for Nigerian crude oil worth US$ 11 billion
annually.

•

Ports: Projects like Lekki Deep Sea Port in Lagos aim to reposition African
cities as internationally competitive business centers. The multipurpose port —
which will be the deepest in sub-Saharan Africa — is intended to increase
Nigeria's commercial operations across West Africa and its global trading
potential. It is designed to handle four million metric tons of dry goods a year.
The Chinese Development Bank lent US$ 629 million to the project on the first
tranche and China Harbor Engineering Company is providing US$ 221 million
in equity funding, which is expected to generate revenue of US$ 361 billion and
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create up to 170,000 new jobs. The port is due to be completed in 2023, and
work on the breakwater phase is underway.
Additionally, Walvis Bay, as Namibia's largest commercial port, processes five
million tons of cargo every year. A US$ 300 million, five-year project has seen
the port more than double its capacity for container units and reduce waiting
times for ships. Its new container terminal, built on 40 hectares of reclaimed
land, was announced to be fully operational in September 2020.
They are considerable investments that have been predominantly undertaken
by Chinese stakeholders.
•

Dams: The ambitious Grand Ethiopian Renaissance Dam (“GERD”) is one of
Africa's biggest infrastructure projects. Built on the Blue Nile River near
Ethiopia's border with Sudan, the project is estimated to cost US$ 5 billion and
was built to generate 6,000 megawatts of electricity annually. The project aims
to turn Ethiopia into Africa's biggest hydroelectric exporter. But the dam has
been controversial from the get-go. The Blue Nile is one of two sources for the
River Nile, providing 85% of the water that flows north through Sudan and
Egypt, to the Mediterranean. Colonial-era agreements mean Egypt and Sudan,
which rely on the river for their water supply, have maintained control over the
river in the past -- but Ethiopia's dam threatens this. Negotiations between
Ethiopia, Sudan and Egypt are ongoing, but an agreement is yet to be reached.

•

Railway Lines: Designed to connect Kenya's main cities, and eventually
neighboring nations, the Kenya Standard Gauge Railway is the largest
infrastructure project undertaken by Kenya since it gained independence in
1963. Construction of the first 300-mile (482 kilometer) section between the
coastal city of Mombasa and Kenya's capital, Nairobi, was completed in 2017.
Traveling at an average speed of 74 miles (120 kilometers) per hour, the train
journey between the two cities now takes just four hours instead of 12. The US$
3.8 billion project was built by Chinese construction company China Road and
Bridge Corporation (“CRBC”), and 90% funded by China Exim Bank. Phase two
of the Standard Gauge Railway project, connecting Nairobi and Naivasha, a
town popular with tourists for its proximity to Hell's Gate National Park and
Mount Longonot National Park, was opened to passengers in 2019. The US$
1.5 billion project was also built by CRBC and financed by Exim
Bank. Extensions to the current lines are still under consideration for the
coming years, with proposals for lines connecting with Ethiopia and South
Sudan.
Another ambitious railway project, the Lagos-Kano Standard Gauge Railway,
in Nigeria, will span 1,678 miles (2,700 kilometers) from the port city of Lagos,
to the northern city of Kano, near the border with Niger. Intended to boost the
economy, the railway will carry both passengers and freight. Built by China Civil
Engineering Construction Company (“CCECC”) and partially funded by Exim
Bank, the project is being completed in multiple stages: the first section
between Abuja and Kaduna was completed in 2016, while the second Lagos to
Ibadan section began trials in December 2020.
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Investments in railways also have a positive impact on other economic sectors
due to easier connection and increased accessibility.

Green Energy
The clean energy transition is an opportunity for many African countries to bypass
traditional fuels and infrastructure and go straight to building sustainable energy
systems, but they will need the support of the international community, especially to
attract the necessary investments.
Africa is already one of the world’s spots most affected by climate disorders and is
home to one-sixth of the global population. Yet, it accounts for less than 6% of global
energy consumption and 2% of cumulative global emissions. The continent faces a
parallel imperative of extending electricity access to hundreds of millions of citizens
who are currently deprived, which would stimulate economic growth and help attain
sustainable development goals.
Indeed, while access to electricity in Africa is expanding, researchers with the IMF
forecast that demand for electricity will increase 3% annually. Right now, the main
sources for the region’s energy—coal, oil, and traditional biomass (wood, charcoal,
and dry dung)—are associated with severe environmental and health issues.
The World Bank has estimated that US$ 43 billion per year of investment is required
in the power sector, while the African Development Bank estimates a need for US$
230 to US$ 310 billion until 2025, with an additional US$ 190 to US$ 215 billion
required from 2026 to 2030.
Africa Energy Facts
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Sources: MCG, Brookings, May 2021

Below, countries with promising green energy sectors are discussed in more detail.
Angola
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Significant potential exists for investors to invest in renewable energy technologies in
Angola. Angola's 2025 goal is to provide modern electricity to approximately 60% of
its population, and the country has approximately US$ 18 billion of renewable energy
investments underway as part of that strategy. The new Angolan government is taking
steps to enhance the country's attractiveness for foreign direct investment, including
reforming its legislative framework to attract funding from the International Monetary
Fund and other multilateral investment organizations. According to the African
Development Bank Group's estimate, Angola has substantial opportunity to develop
solar and wind power, as well as huge hydropower potential: 18.2 GWs, of which
currently only 20% is being utilized.
Morocco
Morocco has taken active steps to enhance investment in renewable energy projects.
Morocco is liberalizing its renewables sector, including by increasing the minimum
threshold for hydropower plants from 12 MWs to 30 MWs and by establishing the
Moroccan Agency for Solar Energy to carry out programs for solar energy generation
for up to 2,000 MWs. The country has also begun projects to amend its renewable
energy law.
Zimbabwe
Investor confidence is recovering in Zimbabwe under President Mnangagwa's
administration, while regulatory reform is at an early stage.
GENERAL OUTLOOK
Coming out of the pandemic, infrastructure investment funds that primarily target
renewables raised US$ 2 billion, or 45% of the US$ 4.4 billion raised by private capital
funds in Africa. Renewable energy projects also accounted for roughly 14% of the US$
7.4 billion in private capital invested in Africa last year, as transaction activity bounced
back from the pandemic. Thus, the renewable energy sector could be promising.

Financial Services
2021 was a record year for FinTech investment in Africa, and the momentum is only
likely to increase, after a brief dip during the COVID-19 pandemic during 2020. Data
shows that there was over US$ 1.6 billion invested across 153 transactions, two times
the value of 2020 (US$ 800 million) and representing a 50% increase in transaction
numbers.
FinTech led the way, receiving approximately 60% of all venture capital investment of
US$ 3.1 billion in 2021 – more than double 2020 – while other leading sectors included
health tech, edtech, logistics tech and e-commerce. Across the African tech
ecosystem, trends such as sizeable investment across the “big four” countries –
Nigeria, South Africa, Egypt, and Kenya – have continued, although significant
transactions in Senegal, Côte d’Ivoire, and Uganda suggest also other countries
benefitting from the boom.
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Key Markets
The key markets remain Nigeria in the West, Kenya in the East, and South Africa in
the South. Other countries such as Egypt have also seen some sizeable transactions.
The Smartphone Dissemination
One of the key drivers of the uptake of FinTech services is the spread of smartphones
across the continent. They are becoming cheaper and much more prevalent, enabling
users to access mobile apps and tools. In a sense, this is building on the foundations
laid by the highly successful M-Pesa service for money transfers that started in Kenya
on analogue phones.
Key services remain payments and transfers, with foreign remittances an important
part of this. The pandemic contributed to this trend. There is a large Zimbabwean
diaspora in South Africa who used to physically take cash home across the border.
COVID made this impossible for a number of months — and this fueled a growth in
people transferring cash through their cell phones instead.
Alongside individuals, small and micro businesses are a significant market too —
enabling businesses without a card machine to take payments connected to a cell
phone.
While the focus is on payment services and digital banking, at the same time lending
is also a growth area. In Nigeria, credit penetration stands at only around 3%. With
FinTechs developing alternative ways for credit scoring through the use of AI and
machine learning techniques, they are able to take on higher risk lending that
traditional banks have largely opted out of. As the market in Africa matures, one can
expect further development of other areas such as wealthtech and insurtech.
An Evolving Market
The rise of FinTechs is creating new dynamics. In South Africa, challenger banks have
been launching with zero fees – a dramatic step in a market where fees had been
universal even for basic banking.
Incumbent banks are reacting in a number of ways. Some are taking up a holding
company license to set up FinTech businesses of their own, carved out of the main
institution. Others are setting up partnerships and collaborations with FinTech
providers.
FinTechs also need such partnerships if they want to take money in, as to date no
FinTech has been given a deposit-taking license in Africa. Regulators in the region
generally do not allow non-bank entities including FinTechs to take deposits from
customers. However, in some markets, FinTechs have been able to overcome this
barrier by taking up micro-finance bank licenses through collaboration with licensed
banks which act as their deposit taking partners.
Other traditional banks are concentrating on upgrading their own digital services,
looking to improve the customer experience and provide more innovative services.
The challenge they face with this is that they can’t move at the same speed as their
nimbler start-up rivals.
Most FinTech investment capital is going to companies supporting financial inclusion.
The biggest transactions of 2021 included 41
US$ 400 million for Nigerian mobile money
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service OPay and US$ 250 million for cross-border payments company Chipper Cash.
More progress could be made in backing female founders. Women-led or co-led
startups raised just US$ 150 million of all African VC funding last year.
Global Funding Sources
Over a third of investment into Nigeria has been from US-based VC funds. Large
corporates are investing too — in South Africa, for example, Visa and Fidelity have
taken stakes in Jumo (which in fact mainly serves West African markets). There is
substantial investment from Asia too, especially China. Nigeria’s OPay raised US$
400 million in 2021 and most of that came from Asian investors.
Talent Challenge
While the future looks bright for FinTech in Africa, there are some challenges: the
availability of talent. FinTechs depend on their software developers and engineers to
create, maintain and develop their services and there are already acute shortages on
the continent. But this is being exasperated by the global remote working model
supported by the pandemic, with the best African developers taking up lucrative
remote positions with employers based in the US, Europe or elsewhere.

Information Technology
Investment activity in the Information Technology sector (excluding internet and direct
marketing retail companies) attracted 16% of all venture capital transactions in 2021
for a total value of US$ 312 million. Investments are mostly in internet software and
services, application software, and data processing and outsourced service
companies, with the large majority directed towards application software. Egypt,
Nigeria, South Africa and Kenya attract the highest level of investment into the IT
sector on the continent.
African tech companies experienced a record-breaking year in 2021 as investors
contributed unprecedented levels of startup funding. With accelerators and other
programs contributing an enabling environment for start-up formation, and longstanding infrastructure shortfalls creating fertile ground for digital solutions, innovation
has flourished in Africa’s tech space.
In January 2022 alone, startups across Africa raised US$ 410 million across 47
disclosed transactions. As of mid-March another four mega-transactions have been
added to the list. These include Tunisian AI startup Instadeep’s US$ 100 million Series
B in January; Flutterwave’s US$ 250 million Series D in February; Nigerian vehicle
financing firm Moove’s US$ 105 million Series A in March; and the US$ 125 million
Series B from Kenya’s B2B e-commerce platform Wasoko, previously Sokowatch,
also in March.
Key Markets
Key markets include the “big four,” namely Nigeria, South Africa, Egypt, and Kenya,
which have led the way with sizeable investments and numerous transactions.
The continent’s Unicorns’, seem to be concentrated in Nigeria, including OPay, a
FinTech company who had a US$ 400 million Series C investment round in 2021; and
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Andela, a tech talent marketplace that raised US$ 200 million in a Series E investment
round in the same year.
January 2022 saw several tech transactions in East Africa, predominately in Kenya,
where e-commerce operator Copia Global raised US$ 50 million in a Series C round;
Poa, a WiFi internet provider, raised US$ 28 million in Series C funding; and buy-nowpay-later startup Lipa Later secured US$ 12 million to expand its consumer credit
platform.
February 2022 saw a number of transactions of varying ticket sizes. There was a US$
1 million seed round raised by Egypt’s OneOrder platform serving the hospitality
sector, and a US$ 91 million Series C from South Africa’s Clickatell, a chat product
that connects business consumers.
MCG believes in a promising IT sector in Africa, most notably in Nigeria, South Africa,
Egypt, and Kenya.

Healthcare
Investment in Africa's healthcare sector is crucial as private provision accounts for
approximately half of healthcare goods and services delivered. The private sector
often fills gaps left by public services, according to research by the International
Finance Corporation (“IFC”).
Asoko’s database of transaction activity in Africa recorded over 100 transactions in
the healthcare sector since 2015. Data from the Africa Venture Capital Association,
meanwhile shows healthcare transactions making up just from 4% of total PE
transactions in 2018 to 24% in 2020. This momentum is expected to remain well for
this coming decade.
Health PE Transactions
H1 2018

H1 2019

Sources: MCG, 2021
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Africa
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Even before the pandemic, healthcare remained attractive in Africa also due possible
easier exit opportunities. Also given Africa’s 1.3 billion-strong population and rising
middle-class consumer base, healthcare should sustain strong demand.
According to the IFC, consumer-focused industries offer the highest internal rate of
return, with health coming in fourth at 10% behind telecoms, IT and consumer staples.
Notable transactions included SPE Capital Partners’ stake in Saham Group’s
pharmaceutical business in Morocco, Rand Merchant Investment and Endeavour’s
investment in health-tech platform Guidepost in South Africa, and AfricInvest’s exit of
Morocco’s Polymedic to NBK Capital Partners and Foursan Capital Partners.
Mediterrania Capital, Zoscales Partners and Oasis Capital also inked health
transactions in 2020 spanning North, East and West Africa.
North Africa has been a particular hotspot for healthcare transactions, both in the
pharmaceutical space where the region’s more developed industrial base also offers
export markets to Europe and MENA, and in the services segment where the large
middle-class consumer segment is attracted to better private care. In sub-Saharan
Africa, healthcare transactions have also been notable, including investment in Central
Africa. While traditional bricks and mortar investment is needed, a growing niche of
innovative, tech-enabled services will play an increasingly important role in the way
healthcare is provided in Africa and thus attract a growing share of capital. Roughly
10% of transactions recorded from 2015-2021 were health-tech transactions, and
such innovations are expected to continue to provide ample opportunities.
Although the importance of the private sector varies by country, it is surprisingly large
and constitutes an important, diverse component of the region’s health care systems.
The private sector is often perceived as serving only the rich, but often the opposite is
the case. In fact, private sector providers, including for-profit and social enterprises,
fill an important medical need for poor and 44
rural populations underserved by the public
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sector. In addition, the private sector frequently provides services or products that
might not otherwise be available, such as advanced medical equipment and
procedures. In many cases the private sector can also provide higher-quality services.
Together, these benefits are likely to lead to improved health benefits outcomes across
the region.
According to the World Health Organization, the private sector delivers over 50% of
health services in Africa and that governments have committed to work with business
partners. Based on metrics such as private sector contribution to health provision,
foreign direct investment, ease of doing business, and health indicators including
health expectancy and health spending, the countries that seem the most promising
are the Democratic Republic of Congo, Ghana, Kenya, Mozambique, Nigeria,
Rwanda, Senegal, Tanzania, Uganda, and South Africa.

Education
Africa is currently the youngest continent in the world by some distance — the median
age in Africa is just 20, significantly lower than other parts of the world where the
median age is greater than 30, and in some cases greater than 40.
The implications of Africa’ s population growth and youthful demographic composition
is that there will be a significant and growing number of young adults entering the work
force over the next several decades. One of the greatest challenges facing African
leaders is how to harness the economic growth potential of these population trends.
As demonstrated by Asia’s most recent economic progress, investment in a range of
areas is required to unlock the demographic dividend, of which investment in
education and skills is one of the key pillars.
The role of the private sector is expected to increase as governments across the
continent increasingly acknowledge the need for additional capacity and experience
from outside public education. In some cases, governments in Africa are actively
partnering with the private education sector to add capacity and improve academic
outcomes.
As the private education sector grows and plays a greater role across Africa, it is
beginning to expand to multiple geographies and education subsectors. However,
these operators have not been able to achieve this growth alone, and increasingly, a
range of investors are partnering with private education providers in Africa to scale
their businesses.
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Education Business Fundamentals
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Source: MCG, January 2021

Africa education transactions only represented 8% of education transactions in
emerging markets over the last four years. Nevertheless, the volume of transaction
activity in African education is rapidly increasing and is roughly 10 times what it was 8
years ago. 85%–90% of education transactions in Africa from 2014–17 have taken
place in South Africa, Kenya, Tanzania, Egypt, Morocco and Ghana. These countries
tend to have a more mature private education sector compared to other African
markets, due to their relatively attractive regulatory environments and greater levels
of household income.
Approximately 60% of transactions from 2006–17 were in three education delivery
subsectors (pre-K, K-12 schools and higher education), which also tend to have higher
transaction values. Another education sector that has attracted a significant number
of investments is EdTech. Given the constraints required to add physical capacity, a
number entrepreneurs have emerged in the EdTech space to add virtual capacity.
Despite the promising growth in the African education sector, there remain a number
of challenges, such as asset scale, longer holding periods and tightly regulated
government also with strict curriculum controls.
It is estimated that 21% of African children attend private schools. Over the next few
years, US$ 16–$18 billion are estimated to be needed in investment in the private
education sector. In general, private education improves quality education.
According to African Development Bank, the higher education sector often receives
the lowest share of government spending in Africa (0.2% of GDP goes to technical
and vocational education and training or TVET, and 0.9% of GDP to higher education).
Higher education also attracts the lowest investments by development partners, with
only 41% devoted to higher education from 2015 to 2018.
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Investment Opportunities
The non-formal sector comprises a large share of private education, while estimated
to be much higher in pre-primary (50%) and low-cost K-12 (40%) than in midpriced/premium K-12 (10%) and higher education and TVET (20%). Donors and
impact investors work with providers in this sector but it remains largely unorganized,
predominantly financed and operated by communities and/or local entrepreneurs, and
unsuitable for foreign investors. The formal sector is made up of a diverse set of
providers, including stand-alone schools and colleges, community schools and preprimary centers, and chains. These institutions typically have individual or community
ownership, and the nature and scale of these businesses make it difficult for them to
attract investment from foreign investors. It seems only 10%–20% of educational
institutions have a revenue scale large enough to make investment viable for foreign
investors. This translates into an investment requirement of US$ 1.5–$2.0 billion over
the next five years, or US$ 300–US$400 million every year to build capacity in the
African education sector.
Successful projects include Omega Schools in Ghana and Bridge International
Academies in Kenya. Both these projects, created by entrepreneurs, provide quality
education to young Africans at a very reasonable price. These schools have received
investments from companies such as Pearson. While the IFC had reportedly invested
US$ 13.5 million in Bridge International Academies in 2014.

Telecommunications
Telecom and tech companies in Africa are reaching new milestones, capitalizing
on renewed international investor interest to put money into infrastructure
development, finance the roll-out of data centers, propel fiber connectivity to new
areas, and deploy new mobile networks in key markets.
Pan-African fiber internet and cloud computing company, Liquid Intelligent
Technologies, cross-regional mobile operator Africell, and mobile operator Safaricom
are the most notable African tech and telecom operators that have recently secured
international financing rounds. Kenya’s Safaricom, backed by a US$ 500 million
investment from the United States’ Development Finance Corporation (“DFC”), is
fronting a consortium that will build a new mobile network in Ethiopia, the most
populous country in east Africa.
US-owned Africell, which has 12 million mobile subscribers in countries such as
Gambia, Uganda, DRC and Sierra Leone, recently secured a US$ 105 million loan
facility from a group of financiers led by Gemcorp. Part of this capital is expected to
be used to build its new mobile network in Angola, a key African market that is keen
to build up its FinTech sector.
Liquid, which announced this week that its 100,000 km pan-African network now
covers 14 countries in the region, recently closed a US$ 620 million bond issue. This
has brought cheap fiber broadband to about 2.7 million people in the DRC, also seen
as a key cog in further roll-out of the network into West Africa as well as East Africa.
Countries already connected to this fiber network include Ethiopia, South Sudan,
Chad, Cameroon and Congo Brazzaville. Uganda, Zambia, Tanzania, Zimbabwe and
Rwanda are also among those connected.
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Investment in the telecommunications sector will feed into Africa’s growing
population’s needs.
The CEO of South African MTN Group believes that the era of proliferated telecom
players is coming to an end. And to replace it, Africa will witness a new wave of super
telcos who will possess both the capacity and capabilities to source funding to sustain
growth. There are quite a number of telecom operators across the African continent.
Among the leaders are MTN Group, Orange Africa, Vodacom Group, Airtel Africa,
Safaricom, and Ethio Telecom.
Currently, some of the major players dominate the market. While new players are
growing their market presence thereby expanding their business footprint across
Africa.
Market Concentration

Consolidated – Market
dominated by 1 to 5 major
players

African Entertainment &
Telecommunications
Market

Fragmented – Highly
Competitive Market
No Dominant Players

Sources: MCG, Mordor Intelligence, 2021

Growth
The African telecommunication market is expected to register a CAGR of over 11%
from 2021 to 2026. Africa’s digital consumption growth is among the highest in the
world. A large youth population, fast-improving mobile connectivity, and a flood of new
streaming platforms into the market will drive growth. As a result, the digital’s share of
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the video revenue will increase, resulting in the growth of the entertainment market in
Africa.
Also, smartphone penetration along with low data tariffs, as well as investments in
original and regional digital content, are some of the favorable factors for digital access
and content supply. More than 290 million people in North Africa use mobile phones.
The mobile market in Africa generates US$ 90 billion annually.
However, acceleration in network rollouts by mobile operators in Africa has been a
vital driver of the reduction in the coverage gap.
Key Market Trends
Key market trends in Africa are driven by data access and internet availability to drive
growth also through data consumed through the smartphone. The main market trends
being:
•

Flexibility: The increased emphasis on flexibility, freedom, and convenience
in when, where, and how they interact with their preferred content is driving the
growth of the entertainment and telecommunication industry.

•

Availability: The increased availability of low-cost smartphones and improving
coverage of 5G networks are driving the demand for data connectivity and the
take-up of digital services. Investment in fixed wireless and fiber technologies
will also help to drive the adoption of fixed broadband. The rate of development
in the telecom infrastructure will create more opportunities for the entertainment
industry in terms of better reach and new customer acquisitions.

•

Subscription Models: With the emergence of digital behavior, subscription
models are playing a primary role in the monetization of the digital platform with
evolving technologies, thereby creating opportunities for companies in the
media and entertainment industry to achieve greater operational efficiencies.

•

Wide Investment Range: Local companies, foreign investors, and global
players have all made a significant investment in the continent. Domestic
infrastructure sharing, cross border, and in-country mergers, and governments
responding to the opportunity to regulate and to auction spectrum and licenses
are some of the major factors playing a role in the growth of the
telecommunication and entertainment market in the region.

•

Young Population: By 2050 Africa's young people, i.e., those aged between
0 and 24 years old, will increase by nearly 50%. Africa's youth are critical to the
continent's future when it comes to the consumption of entertainment and
telecommunication. Smartphones are becoming the most convenient devices
to access various types of entertainment.

•

Social Media: The emergence of social media is disrupting the industry and
players are switching from traditional towards digital platforms, these changes
are increasing their ads spend on the digital media due to which the sector is
significantly benefitting from digital tools and platforms. Such shifts are
facilitating efficient production, distribution, and consumption of content through
mobile phones revolutionizing market growth.

•

Challenges: However, additional taxes imposed on internet users across
Africa for social media use, IP communication, or just general data use and the
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turf between OTT providers and mobile operators over taxes and regulations
resulting in unfair competition may negatively impact the entertainment and
telecommunication industry in the future.
Key Markets
Key markets include Nigeria, Egypt, South Africa, Ethiopia, Algeria, Morocco, and
Kenya. Key markets include large subscriber groups and have significant portions of
their GDP coming from the telecom sector.
African Mobile Subscriptions
2021
Subscriptions
Country
(per 100 people)
Egypt
93
Ethiopia

39

Ghana

130

Kenya

114

Morocco

134

Nigeria

99

South Africa

162

Sources: MCG, World Bank, 2020

50

50

Africa Calling: Towards New Horizons

ESG AFRICA IMPACT

OVERVIEW
While ethical investing was once perceived as a niche investment strategy, it has
steadily been gaining traction in recent years, with 78% of asset owners incorporating
environmental, social, and governance (“ESG”) criteria into their investment processes
by 2019. The ESG movement incorporates criteria that cover environmental factors
such as climate change alleviation, waste management, energy efficiency, social
concerns, labor conditions, stakeholder diversity, human rights, governance qualities
board diversity, transparency, and narrowing pay gaps.
ESG Goals
ENVIRONMENTAL

•
•

Seeks to lower
greenhouse
gas
emissions
Promotes the use of
renewable energy
sources

SOCIAL

•
•

Supports diversity
Supports
local
communities
and
creates a positive
impact

GOVERNANCE

•
•

Promotes corporate
responsibility
Embraces
corporate
transparency

Sources: MCG, July 2022

Regarding ESG integration, the African private equity sector has largely been ahead
of the curve compared to other markets. The African Private Equity and Venture
Capital Association (“AVCA”) Sustainability Study demonstrated that, as early as
2018, 80% of investee companies in the continent had ESG considerations in their
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process from the investment’s inception. South Africa was the second country, after
the United Kingdom to formally encourage institutional investors to integrate ESG
factors into their investment strategies through launching the Code for Responsible
Investing in South Africa.
Development finance institutions have historically played an essential role as capital
sources into sub-Saharan Africa. In recent years, core infrastructure financing needs
have also become more aligned with ESG criteria. For example, the Zambian
government adopted GET FiT Zambia as early as 2017 to increase renewable energy
projects, while in 2015, Namibia brought in the Interim Renewable Energy Feed-In
Tariff Program, which attracted solar generation investments.

CLIMATE CHANGE CONCERNS
Climate change poses risks for the continent, and much of Africa has already warmed
by over one-degree Celsius annually since 1901. Many African economic centers and
industries face risks, with the continent’s most populous city Lagos also vulnerable
to rising sea levels. Climate change could also have direct economic costs to
agriculture-dependent economies and social costs, such as rising food insecurity.
The number of undernourished people in Africa has risen by 46% over the past
decade.
As of August 2022, Madagascar is facing what the UN called the world’s first climateinduced famine. Africa is at the front of climate change concerns.
Ethical investing has been growing in popularity over recent years.

SOCIAL PRACTICES
Social goals that come as a part of ESG goals hold promise for Africa. Investments
that aim to support these guidelines would support diversity and strengthen local
communities. In a continent like Africa, the impact could promising, given that 80% of
all jobs are created by SMEs, and with the right support could have a positive impact
on local communities.
Social goals also aim to encourage diversity. Women-owned businesses in Africa are
on the rise, with Nigeria being the nation with most female entrepreneurs in the world.
Investment that could push those women to reach their goals and empower their
communities would be in line with ESG goals.

GOVERNANCE CONCERNS
Governance ensures that business can be done effectively, ethically, and in a
trustworthy manner. The focus is developing the performance and compliance aspects
of directors’ attitudes, knowledge and skills; and on the link between corporate
governance, business ethics and total organizational performance. This is key in
Africa, where there are high rates of corruption and where many projects are
abandoned before completion.
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COUNTRY SYNOPSIS

OVERVIEW
The countries below are all in the UN’s top ten list for FDI investment in Africa and in
the World Bank’s top ten list for highest GDP growth on the continent, including Egypt,
Ethiopia, Ghana, Kenya, Morocco, Nigeria, and South Africa.

EGYPT
Overview
Country Map

Profile Key Metrics
Capital

Cairo

Population

102.3 million

Area

1 million sq. km

Main Languages

Arabic

Main Religions

Islam, Christianity

Currency

Egyptian Pound

Main Exports

Petroleum and
Petroleum
Derivatives, Raw
Cotton

Sources: MCG, World Atlas, July 2022

The Egyptian economy depends heavily on agriculture, tourism, and cash remittances
from Egyptians working abroad, mainly in Saudi Arabia and the Gulf countries.
However, the country is an investment hub and attracts a significant share of all African
transactions.
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Egypt is carving a niche for itself as a new VC hub on the continent. Egypt’s innovation
ecosystem is consumer oriented: driven by e-commerce, disruptive supply chain
technology and EdTech. Transactions in the Consumer Discretionary sector
accounted for 27% of total volume of VC transactions in Egypt between 2014 and
2021, followed by transactions in the Information Technology and Financials sectors,
which accounted for 13% each.
In Egypt, new legislation introduced in September 2021 permitted the Central Bank to
allocate banking licenses to FinTech and digital commerce firms, making Egypt’s
banking regulations more favorable towards FinTech.
Key investment sectors include e-commerce, industrials, and IT. Egypt’s rising
population, affluent middle class, and emerging secondary cities have led to growth in
shopping malls, convenience stores, supermarket and hypermarket chains, and ecommerce platforms. Recent government legislation supporting the development of
commercial retail space has also encouraged the private sector to make investments
in the space, particularly in the form of new malls, food retail and digital marketplaces.
While the first year of the COVID-19 pandemic disrupted non-grocery outlets, with
consumers reining in spending on non-essential goods in the short term, demand
looks set to grow again, despite the current food and currency crisis.
In August 2022, The Saudi Egyptian Investment Co (“SEIC”), owned by Saudi Arabia's
state-owned Public Investment Fund (“PIF”), bought minority stakes in four Egyptian
companies for US$ 1.3 billion. The companies are Abu Qir Fertilizers and Chemical
Industries, Misr Fertilizers Production Company, Alexandria Container and Cargo
Handling, and payments firm E-Finance for Financial and Digital Investments.

Economic Indicators
Egypt's economy is projected to grow 5% annually from 2022 to 2024.
One of the world's top wheat importers, Egypt imports most of its grain from Russia
and Ukraine, which also supplied a large number of its tourists. Meanwhile, the
Russian invasion of Ukraine prompted investors to pull billions of dollars out of Egypt's
treasury market.
Prolonged high food and fuel prices may restrict consumer spending. Significant loss
of tourism from Europe and Russia may dampen economic growth. Rising interest
rates may curtail investment. While Tourism was devastated by the COVID-19
pandemic, with revenue plummeting to US$ 4.9 billion in 2020 from US$ 9.9 billion a
year earlier. It bounced back to over US$ 5.8 billion in 2021.

Outlook
Base effects and the demand overshoot in 2022, are expected to start tapering off and
economic activity will be adversely affected by the repercussions of the war in Ukraine.
Thus, growth is expected to slow down in 2023.
Going forward, improving public expenditure efficiency and revenue mobilization will
be crucial to avail the fiscal space needed to advance human and physical capital for
the population of above 102 million. Importantly, continuing to pursue structural
reforms to unleash the private sector’s potential in higher value-added and exportoriented activities are necessary to create jobs, and improve living standards.
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Egypt had almost US$ 4 billion due in external debt in November 2022 and another
US$ 3 billion in February 2023. Egypt’s net foreign reserves decreased below US$
1.63 billion in June 2022.

ETHIOPIA
Overview
Country Map

Profile Key Metrics
Capital

Addis Ababa

Population

115 million

Area

1.1 million sq. km

Main Languages

Amharic, Oromo

Main Religions

Christianity, Islam

Currency

Ethiopian Birr

Main Exports

Coffee, Flowers, and
Oil Seeds

Sources: MCG, World Atlas, July 2022

Economic Indicators
With over 115 million people, Ethiopia is the second most populous nation in Africa
after Nigeria, and still the fastest growing economy in the region, with projected 6%
growth in 2002. However, it is also one of the poorest, with a per capita gross national
income of US$ 890. Ethiopia aims to reach lower-middle-income status by 2025.
Over the past 15 years, Ethiopia’s economy has been among the fastest growing in
the world (at an average of 10% per year). Among other factors, growth was led by
capital accumulation, in particular through public infrastructure investments. However,
agriculture, where over 70% of the population are employed, was not significantly
affected by the COVID-19 pandemic and its contribution to growth slightly improved in
2022 compared to the previous year.
The government has launched a new 10-Year Development Plan, based on the 2019
Home-Grown Economic Reform Agenda, which will run from 2020 to 2030. The plan
aims to sustain the growth achieved under the Growth and Transformation Plan of the
previous decade, while facilitating the shift towards a more private-sector-driven
economy. It also aims to foster efficiency and introduce competition in key growthenabling sectors of energy, logistics, and telecom, improve the business climate, and
address macroeconomic imbalances.
Key investment areas are: Automotive, as the automotive industry presents a longterm opportunity for first movers; Power Infrastructure, as the Grand Ethiopian
Renaissance Dam is projected to be Africa’s largest hydropower plant; Agriculture,
where agro-economic zones are expected to support agricultural growth through
investments; and Construction, as construction activities account for 71% of the
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industries sector. The success of Ethiopian Airlines, now the largest airline in Africa,
also serves as proof that investment in infrastructure can be profitable.
Ethiopia is an attractive market for private equity, given the size of its population and
that it is also part of the Common Market for Eastern and Southern Africa (“COMESA”)
and the East African Community (“EAC”), which, among other things, aim to facilitate
trade among neighboring African countries. Investors are particularly attracted to
consumer-related sectors in Ethiopia, keen to capitalize on increasing urbanization
and the emerging middle class.
Ethiopian FinTech presents a unique opportunity. While constructing the country’s
wider digital financial services ecosystem, a major challenge that persists is its
comparatively low penetration levels compared to its other neighbors in East and
Southern Africa.
In 2016, Ethiopia’s Council of Ministers ratified the National Financial Inclusion
Strategy (“NFIS”) as an indication that it recognizes financial inclusion for all as a
strategic priority. In 2020 the National Bank of Ethiopia (“NBE”) amended a payment
system law, whereby foreign investors were permitted to set up businesses in Ethiopia
as digital financial services providers.
Ethiopia is seeking billions of dollars of foreign investment as it presses on with
reforms to open up its state-managed economy and boost flagging growth. Addis
Ababa launched a fund, aimed at attracting investment for at least US$ 150 billion
worth of state-owned companies and assets. Ethiopia is keen to regain economic
momentum after the COVID-19 pandemic and a civil war in the northern region of
Tigray. Africa’s second-most populous country said the launch of Ethiopian Investment
Holdings marked a key step away from the longstanding state-led development model
that promoted national control of sectors such as banking, logistics and telecoms.

Outlook
GDP growth is projected to fall to 5% in 2022 but pickup to 6% in 2023, driven by
industry and by private consumption and investment. A tourism rebound and
liberalization of the telecoms sector are expected to boost the growth outlook. Key
downside risks to the growth outlook include the civil conflict in northern Ethiopia,
COVID-19, and debt vulnerabilities. Higher global food and oil prices due to the
Russia–Ukraine conflict are expected to increase inflation to 33% in 2022 before it is
expected to ease to 25% in 2023. The fiscal deficit is projected to remain stable at 3%
in 2022 and 2023 due to the implementation of the fiscal consolidation strategy and
improvement in tax revenue mobilization. The current account deficit is expected to
widen to 5% of GDP in 2022 but to narrow to 4% in 2023. This reflects the slow
recovery in merchandise and service exports and FDI, amidst lower imports of capital
inputs.
However, the drought alert for the Horn of Africa in April noted that rainfall across most
of the region was not sufficient for planting crops. Some areas are experiencing an
unprecedented fourth consecutive drought since late 2020, worsening food security in
the arid and semi-arid parts southern and eastern Ethiopia. Ethiopia faced an imminent
food crisis as of August 2022.
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GHANA
Overview
Country Map

Profile Key Metrics
Capital

Accra

Population

31 million

Area

238,533 sq. km

Main Languages

English

Main Religions

Christianity, Islam

Currency

Ghanaian Cedi

Main Exports

Gold, Crude Oil, and
Cocoa

Sources: MCG, World Atlas, July 2022

Ghana has one of the most well defined legal and regulatory frameworks for venture
capital funds in Africa, having established the governing framework in the early 1990.
Prominent sectors for investment in Ghana between 2014 and 2021 included Health
Care (which assumed 26% of transaction volume in the country) closely followed by
Financials (25%) and Information Technology (16%). Notable transactions that took
place in Ghana in 2021 include the US$ 18.5 million Series A round in healthcare
provider Africa Health Holdings, the US$ 7.9 million Series A round in FinTech startup
ZeePay, as well as the US$ 3.4 million seed round in logistics startup Jetstream, led
by pan-African gender lens investment fund Alitheia IDF.
However, high fiscal and public debt, including FX debt risk in Ghana is a constraint
to its ability to enable pre-pandemic economic growth. The energy sector poses the
largest fiscal risk for the country. This relates for instance, to investment in new oilfields
and other government endeavors to enable industrialization. These are currently
costing 1-2% of GDP annually and are currently delaying a resurgence in real GDP
growth.
The top three investment sectors in 2021 were healthcare, financials, and IT, with
26%, 25%, and 15% of all transactions in Ghana, respectively. Healthcare investment
in Ghana seems attractive because private health facilities complement the public
sector. Ghana has sought to introduce more private-sector participation into the
healthcare sector. The most dynamic growth and most exciting opportunities will be
found in privately funded hospitals and clinics and in the non-state-controlled portion
of the pharmaceutical sector. Clients value the quality and convenience of private
facilities. There is a growing middle class that prefers to use private health facilities
and can afford the expense. There are many opportunities, from the construction of
hospitals and clinics, to medical equipment, and drug procurement and
pharmaceuticals supply management.
Financials and IT investments are promising in Ghana. There are opportunities in
digital infrastructure (data centers, fiber optic cables), software, cybersecurity, and
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FinTech and HealthTech. The government seeks to digitize fiscal revenue collection,
support a cashless society, and improve online education delivery, through digital
initiatives such as the National ID, digital address systems, land records digitization,
and Ghana.Gov. Ghana seems to offer opportunities in oil and mining, healthcare,
financials and IT.

Economic Indicators
Ghana’s promising growth, 7% annually from 2017 to 2019, was halted by the COVID19 pandemic, the March 2020 lockdown, and a sharp decline in commodity exports.
The economic slowdown had a considerable impact on households. The poverty rate
is estimated to have slightly increased from 25% in 2019 to 26% in 2020. Growth is
estimated to have reached 4% in 2021, is expected to reach 6% in 2022.
The overall fiscal deficit doubled to 15% in 2020 and public debt increased to 81% in
2020, placing Ghana at a significant risk of debt distress. While the deficit declined to
11%, provisional fiscal data for first half of 2022 suggested that the authorities cut
spending to make up for revenue shortfalls.

Outlook
The outlook could be positive, with projected GDP growth of 5% and 5% in 2022 and
2023 supported by the Ghana COVID-19 Alleviation and Revitalization of Enterprises
Support Program. Potential inflationary pressure exists due to increased energy and
food prices associated with the impact of the Russia–Ukraine war. Inflation is projected
to surge to 15% in 2022 before falling to 9% in 2023. The Bank of Ghana is expected
to adopt a tight monetary policy stance. The fiscal deficit is projected to narrow further
to 13% of GDP in 2022 and to 10% in 2023, spurred by revenue-enhancing reforms.
The current account deficit is projected to narrow to 2% of GDP in 2022 and 3% in
2023, on increased exports.
Central bank governor Ernest Addison was quoted in May 2022 that Ghana faced an
overall balance of payments deficit of US$ 935 million in the first quarter of 2022,
compared with US$ 430 million in the same period last year. Ghana had in July 2022
turned to the International Monetary Fund for a support package to help its economy
to tackle rampant inflation and a depreciating currency.
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KENYA
Overview
Country Map

Profile Key Metrics
Capital

Nairobi

Population

53.77 million

Area

582,646 sq. km

Main Languages

English, Swahili

Main Religions

Christianity, Islam

Currency

Kenyan Shilling

Main Exports

Tea, Coffee, and
Flowers

Sources: MCG, World Atlas, July 2022

Kenya has recently made political and economic reforms that have contributed
to sustained economic growth, social development, and political stability gains over
the past decade.
Kenya’s startup ecosystem remains robust, with over 200 new businesses being
registered daily as of 2022: up from 30 business registrations daily 6 years ago. A
strong macroeconomic performance in 2021 will likely foster a resurgence in Kenya’s
startup ecosystem, as will the recent introduction of a Business Regulatory Toolkit.
The Toolkit is designed to assist local SMEs and foreign businesses navigate the
regulatory environment, improving their overall performance and efficiency.
In addition, Kenya’s Capital Markets Authority instituted a Regulatory Sandbox
Platform in May 2021, admitting nine FinTech startups to live test their products and
services in a controlled environment free from the constraints of existing regulation.
Financials, consumer discretionary and IT were the sectors that received the most
investments in 2021, with 23%, 18%, and 15% of all transactions respectively. Kenya
has also earned the nickname of the “Silicon Savannah.” The country is the second
most innovative in sub-Saharan Africa, behind South Africa and ahead of Mauritius,
according to the World Intellectual Property Organization’s Global Innovation Index
2019.
Some 63 foreign companies have made greenfield investments in the country in the
software and IT sector since 2009, according to fDi Markets. In 2022, Microsoft opened
an Africa development center and Cisco, a supplier of networking equipment, set up
an innovation hub. Both ventures are in Nairobi. Standard Chartered Bank also
opened an innovation lab. There are many strengths behind Kenya’s growing
Information and Communications Technology (“ICT”) cluster. Kenya ranked first
overall in a benchmarking study of five east African countries for their attractiveness
for a hypothetical informatics research and development center. And, though the
country came in last for cost-effectiveness, its quality score was far ahead of the
competition: 181.22, which is double Uganda, the second-ranked location.
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Economic Indicators
From 2015 to 2019, Kenya’s economy achieved broad-based growth averaging 5%
per year, significantly reducing poverty (which fell to an estimated 34% at the US$
1.9/day line in 2019). In 2020, the COVID-19 shock hit the economy hard, disrupting
international trade and transport, tourism, and urban services activity, in particular.
Fortunately, the agricultural sector, a cornerstone of the economy, remained resilient,
helping to limit the contraction in GDP to only 0.3%. In 2021, the economy staged a
recovery, although some sectors, such as tourism, remained under pressure. GDP
growth is projected at 5% in 2022 and the poverty rate has resumed its declining trend
after rising earlier during the pandemic. Although the economic outlook is broadly
positive, it is subject to uncertainty, including Kenya’s exposure as a net fuel, wheat,
and fertilizer importer.
Although Kenya’s main exports are agricultural exports, financials and IT are
promising.

Outlook
Kenya’s GDP is projected to grow by over 5% annually from 2022 to 2024.
A key risk to this outlook is a further worsening of the current drought, which is having
a devastating effect on food security and livelihoods in affected parts of the country
and is necessitating increased social spending on food assistance. The baseline
economic projections assume that below average rains will hamper agricultural
performance and accounts for the downside effects of the ongoing war in Ukraine
through increased global commodity prices.
Kenya’s economic performance remained strong in the early months of 2022, but
external challenges have mounted. The economy is vulnerable to the commodity price
shocks resulting from the Ukrainian war, particularly through fuel, fertilizer, wheat and
other food imports. Global financial conditions have also tightened. However, Kenya’s
exposure to the war in Ukraine through direct trade linkages is small, with Russia and
Ukraine accounting for only 2% of total goods trade between 2015 and 2020. Similarly,
tourists from Ukraine and Russia do not account for a significant share of Kenya’s
tourism market.
As of April 2022, loan defaults in Kenya had risen to a one-year-high, with the ratio of
non-performing loans jumping to 14% according to the Central Bank of Kenya.
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MOROCCO
Overview
Country Map

Profile Key Metrics
Capital

Rabat

Population

36.91 million

Area

710,850 sq. km

Main Languages

Arabic,
Standard
Moroccan Berber

Main Religions

Islam

Currency

Moroccan Dirham

Main Exports

Agricultural Produce,
Semi Processed
Goods, and
Consumer Goods

Sources: MCG, World Atlas, July 2022

Morocco has emerged as a global leader in renewable energy. In 2018, Morocco
completed construction of the world’s largest concentrated solar power plant, Noor 1,
which provides electricity for over 1 million people. In 2020, its share of renewables in
total power capacity was 37.1%, and they aim to reach 80% by 2050.
Also recently Morocco further liberalized its renewables sector, including by increasing
the minimum threshold for hydropower plants from 12 MWs to 30 MWs and by
establishing the Moroccan Agency for Solar Energy to carry out programs for solar
energy generation for up to 2,000 MWs. The country has also begun projects to amend
its renewable energy law.
The government is also moving ahead with the reforms that were announced in the
economic recovery plan launched in July 2020 and featured prominently in the New
Development Model, unveiled in May 2021. This included the reform of State-Owned
Enterprises and the universal access to public health insurance and to family
allowances, which is a cash transfer program. In addition, the Mohammed VI Fund
has been created to catalyze private investments through: (i) equity investments in
viable Small- and Medium-Sized Enterprises operating in strategic sectors such as
agriculture, tourism, manufacturing, innovation, and growth; (ii) Public Private
Partnerships to finance commercial infrastructure projects. Hence, key investment
sectors in Morocco are green energy and healthcare.
Morocco also attracted US$ 1.24 billion in private capital investment in 2021. It also
features a prominent private capital exit in 2021, with the Mediterrania Capital
Partners’ sale of its remaining stake in Cash Plus, the largest independent money
transfer company in Morocco, to a group of Moroccan family offices.
Morocco’s attractiveness as a private equity market rests on its implementation of farreaching reforms, its commitment to green
energy, and its rising stature as an
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industrial hub. Regarding reform, Morocco has made heavy investments in its road
and rail infrastructure, including the ongoing development of Africa’s first high-speed
train, which will initially run between Tangier and Kenitra.
Hence, Morocco’s growing and young population, coupled with their commitment to
green energy makes the country a good destination for private capital investment in
the IT, consumer discretionary, and green energy sectors as well.

Economic Indicators
On the economic front, GDP growth rebounded to 7% in 2021 after contracting by 6%
in 2020. This rebound was driven by an exceptional cereal crop after two consecutive
years of drought (agricultural value-added grew by 19%), supportive macro-economic
policies, solid manufacturing exports, a surge in remittances, and progress on COVID19 vaccination. However, the Moroccan economy is currently undergoing a double
shock: a severe drought plus the impact of the war in Ukraine and its impact on
commodity and energy prices. As a result, growth is projected to decelerate to 1% in
2022 and the current account deficit to widen to 6% of GDP as energy and food import
bills rise. The budget deficit is expected to reach 6% of GDP, due to higher butane
gas and flour subsidies and to the cost of health and social protection reforms.
Although inflation remained contained throughout most of 2021 (1% on average),
imported cost-push price pressures emerged toward the end of the year and are
intensifying in 2022. As a result, the Consumer Price Index posted a 4% yearly
increase in February 2022. Despite these inflationary pressures, monetary policy
remains accommodative, and the central bank has kept the policy rate unchanged at
2% since June 2020, its historical low.

Outlook
Growth in Morocco is projected to slow to 1% in 2022, as agricultural output declines
by 17% due to the drought. The economy is projected to be driven by a still solid but
moderating industrial performance and a faster recovery of tourism. Ongoing reforms
are expected to increase potential growth over the medium-term.
The fiscal impact of the health and social protection reform and postponement of the
liquefied petroleum gas and flour subsidy reform will slow the consolidation of the
budget deficit, 6% of GDP in 2022. Public debt is projected to stabilize below 80% of
GDP. The current account deficit is expected to widen to 6% of GDP due to higher
energy and food import bill.
This outlook is subject to various downside risks. The war in Ukraine is increasing
global commodity prices, which together with the drought, could increase Morocco’s
import bill and public subsidies, thereby impacting the current account and the budget
balance. A weaker recovery could exert additional pressures on household and firms’
debt servicing capacity. Inflationary pressures could force the central bank to raise
rates, which together with changes in the monetary stance of advanced economies
would tighten financing conditions for the public and the private sector.
Rising prices and decreasing agricultural revenues are expected to slow down the
post-COVID-19 normalization of socio-economic conditions. Poverty and extreme
poverty are expected to stagnate in 2022 at best, and will not return to pre-COVID-19
levels until 2023.
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NIGERIA
Overview
Country Map

Profile Key Metrics
Capital

Abuja

Population

206.1 million

Area

923,768 sq. km

Main Languages

English

Main Religions

Islam, Christianity

Currency

Nigerian Naira

Main Exports

Petroleum and
Petroleum
Derivatives, Cocoa

Sources: MCG, World Atlas, July 2022

At the tail end of 2021, the Nigeria Startup Bill was approved by the country’s
Executive and as of July 2022 had been passed by the Senate, on its way to become
law. A unique feature of Nigeria’s startup bill is its status as a co-created regulation
(birthed as a joint initiative by Nigeria’s tech ecosystem and the Presidency). This
piece of legislation welcomes investors.
The continent’s Unicorns, which are privately held companies valued at more than
US$ 1 billion, have a Nigeria concentration in Africa. OPay, a FinTech company had
a US$ 400 million Series C investment round in 2021; and Andela, a tech talent
marketplace that raised US$ 200 million in a Series E investment round the same
year.
Nigeria is the largest producer of cassava in the world, yet its cassava processing
industry and value chain remain underdeveloped.
Nigeria refines almost none of its crude oil. The cost of importing refined petroleum
products exceeded petroleum exports by US$ 44 billion in 2020.
Nigeria, the continent’s largest economy, attracted a major part of Africa’s venture
capital investments in 2021. Home to Africa’s largest population and consumers, the
engine for Nigeria’s rapid escalation to the top spot in Africa’s startup ecosystem lies
largely in FinTech.
Even though Nigeria’s biggest exports are still oil and petroleum products; IT,
consumer goods, and financial technology have been gaining momentum.

Economic Indicators
In 2020, Nigeria experienced its deepest recession in two decades, but growth
resumed in 2021 as pandemic restrictions were eased, oil prices recovered, and the
authorities implemented policies to counter the economic shock. Nigeria was highly
vulnerable to the global economic disruption
63 caused by COVID-19, particularly due to
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the decline in oil prices. Oil accounts for over 80% of exports, a third of banking sector
credit, and half of government revenues. In 2018, 40% of Nigerians, 83 million people
lived below the poverty line, while another 25%, 53 million were vulnerable.
As part of its COVID-19 response, the government carried out long-delayed policy
reforms in 2020. Notably, it: (i) began to harmonize exchange rates; (ii) initiated
reforms to eliminate gasoline subsidies; (iii) adjusted electricity tariffs to more costreflective levels; (iv) cut non-essential spending; and (v) enhanced debt management
and increased transparency in the public sector, especially for oil and gas operations.

Outlook
Growth is expected to decelerate, averaging 3% during 2022 and 2023. Inflation is
projected to remain at 17% in 2022 and possibly similar levels in 2023, fueled mainly
by rising food, diesel, and gas prices and persistent supply disruptions amplified by
the Russia – Ukraine conflict. Capital inflows are projected to recover, while oil exports
are projected to increase slightly. The benefit of higher oil price exports revenues may
however, be partly offset by weak output, due to increasing consumer prices and
currency deficits. The projected marginal current account surplus of 0.1% of GDP in
2022 could turn into deficit of 0.2% in 2023. Improved revenue collection will help
narrow the fiscal deficit to an average of 5% of GDP. The outlook may be exacerbated
by rising insecurity and policy uncertainty underpinned by reversal of initially planned
removal of subsidies, a year ahead the 2023 elections.
Nigeria could spend up to US$ 16 billion in 2023, if it keeps the fuel subsidy in place.
In April 2022, Nigeria's parliament approved a US$ 9.5 billion subsidy for 2022, after
President Muhammadu Buhari asked for additional funds to offset higher consumer
prices.

SOUTH AFRICA
Overview
Country Map

Profile Key Metrics
Capital

Cape Town, Pretoria,
Bloemfotein

Population

59.31 million

Area

1.2 million sq. km

Main Languages

English, Afrikaans

Main Religions

Christianity

Currency

South African Rand

Memberships

Mineral Products and
Precious Metals

Sources: MCG, World Atlas, July 2022
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As Africa’s second largest economy, South Africa’s most promising sectors are
information technology and financial services.
The Global Innovation Index ranks South Africa number one in innovation in Africa.
South Africa’s intellectual property rights protection is regarded as the second best in
Africa. South Africa is also fast becoming a technology hub in Africa and has a growing
ecosystem in the tech sector ranging from technical expertise to finance support for
entrepreneurs.
Furthermore, the South African government displayed commitment to the stimulation
of private sector growth through the introduction of a startup visa program in 2021.
The proposed initiative would enable entrepreneurs to live and start a business in the
country, thus attracting high impact investors and entrepreneurs to its shores.
Another upcoming promising segment could be the energy sector. To tackle the
energy crisis, the South African government in July 2022, enlisted the private sector
in an emergency plan to tackle the worst-ever rolling blackouts in Africa’s most
industrialized economy, by scrapping controls on companies generating their own
power outside the broken Eskom monopoly.

Economic Indicators
After the pandemic-induced contraction of 6% in 2020, South Africa’s economy started
to recover in 2021, with GDP growth reaching 5%. Growth was supported by favorable
global demand and commodity prices, as well as the rebound in domestic economic
activities from the 2020 recession. However, the recovery has been job-less thus far
with nearly 1.9 million people less people employed at the end of 2021 compared with
the quarter before the pandemic struck. The pandemic shock has broadly weighed on
social outcomes, with poverty rates, based on the poverty line for upper-middle income
countries, estimated to have risen to levels of more than a decade ago.
The South African economy was already in a weak position when it entered the
pandemic after a decade of low growth. From 2021, the recovery is expected to
continue in 2022, with GDP growth expected at 2% and to average 2% over the
medium term. Longstanding structural constraints, such as electricity shortages,
continue to be binding. Important steps have been taken last year towards addressing
structural hurdles to growth over the medium term, including the increase in the
licensing threshold for embedded electricity generation. Commodity prices remain
important for South Africa, a major net exporter of minerals and net importer of oil,
however, strengthening investment, including foreign direct investment, will be critical
to propelling growth and creating jobs.

Outlook
South African, GDP expanded by 2% in the first quarter of 2022, representing a
second consecutive quarter of upward growth. The size of the economy is now at prepandemic levels.
Finance, real estate and business services, as well as trade, also made sizable
positive contributions to GDP growth. Trade activity was buoyant in the first quarter,
with positive results from wholesale, retail, motor trade, and catering and
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accommodation. After a strong fourth quarter, agriculture growth was more subdued
in the second quarter, edging higher by 0,8%.
Mining and construction contracted in the first quarter. Mining output was lower, mainly
due to a pullback in the production of platinum group metals, iron ore and gold.
Construction saw its fourth consecutive quarter of contraction, with underwhelming
results reported for residential buildings and construction works. Economic activity
related to non-residential buildings, however, increased in the first quarter.
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