Investment flows to Africa –Comes in All  Sizes and Flavors

· Debt

· Private Equity, Portfolios, Venture Capital (Some say all invest. In Africa is  V.C.)

Imagine – Who is going to finance an infrastructure project like a railroad?

· War torn country

· Underdeveloped Country

· Rail head and port problem:  underutilized

· Freight and/or passenger  traffic undeveloped for business plan

· Bisects numerous tribal/ethnic

· Engineering requires crossing natural and topographic barriers

Ncala  or – Dakar/Bamako??

No,

Central Pacific and Union Pacific in 1860’s – 1st financier lost – took the  Harimans.

TIMING IS EVERYTHING!

This great continent we’re interested in and committed to demands us to understand timing.  

Africa is a very different place than it was in 1989 (15 years ago).  South Africa – race war / Democ. 2-3 countries / Commodity Prices down.  Good news:  Zimbabwe & Cote d’Ivoire – TIMING IS EVERYTHING.

Because we are not clairvoyant, we must learn to cope with events that change our circumstances; WE NEED TO LEARN TO MITIGATE RISK!

There are numerous ways to mitigate risk.  A few tried and true ways are to:

· Watch the locals – Too often we forget or ignore the locals.  This conf. is capital flows to Africa.

But watch capital flows within Africa.

· Where is Ndi is putting her $

· Where is Mo Ibrahim is using his capital for cell phone

· Which deals Sam Jonah is keen on

· Ashanti/AngloGold great news.

· Sam/Bobby – “Africa on the Rise Roadshow”

Back to mitigating risk, capital flows to Africa will stay tiny if we aren’t successful in lessening the risk, calculating for, compensating for that risk, and all the time keep giving ROI #’s that match the investment community’s perception of what is necessary.

By the way – the Portfolio side – African Bourses – Stellar year in 2003.
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Why?  Depreciating $ helped.  Commodity prices and China

But these exchanges are instituting very real governance rules.

Great little publication just out –– London Business School - “Corporate Governance In Africa For Publicly Listed Co.”

· High marks compared to other E.M.

· Key finding:  The market regulators (SEC ≈ ) provide effective alternatives to the courts as a means of recourse for shareholders.  Regulators are aggressively enforcing governance rules.

The London Business School did some great research on Africa Corporate Governance.  Defines corporate governance as “systems to prevent theft”.

“Corp. Gov. should be focused on ways suppliers of finance assure themselves of getting a return on their investment.  Good governance makes sure that managers do not steal the capital or invest it badly”

As investors, we need to encourage:

· Market regulators in Africa

· Our United States government to help build and aid these structures

· Get Africa’s government to focus on regulatory – NOT GOVERNMENT – ownership of assets → Africa will be a far more attractive investment destination.

Since we’re on the United States government – how else can the USG help?

I (Oldest ways):  INSURANCE
· Political risk – exapprop.

· Currency INCONUERTABILITY

· Political violence – Ad Hoc Army platoon

· New Product – Terrorism

II.  FINANCE

· Ex-Im / TDA
· OPIC – Jumped 800% in 3 years.
· Mining, Railroad, Horticulture
· Private Equity Tour – 62 pictures in 1 week
· Jim Polin – (small and mid size financing) –

III.  EQUITY FUNDS
· OPIC – has 3
· CDC – Actis – Paul Fletcher
· MCA - $1.2B –$ 2.0 in 2005 – Paul Applegarth
So, what should African governments do?

1) Sound macro economic framework
2) Stay focused on regulatory responsibility – NOT STATE OWNERSHIP
3) Stable tax and licensing policies
4) Sound trade practices
5) Use catalyst agencies
a. IDC in South Africa
b. BDC in Botswana
c. Pension Fund in Uganda
To leave with a few conclusions:

· Africa is the world’s last great Em. Market
· Timing is everything for an investor.
· Risk mitigation is a MUST.
· You have to be well informed and tough minded.
· You have to be patient (Tanzania Cashew)
· But never think for a moment Africa’s not going to be a commercial and business force in the decades ahead.
· You cannot walk and not feel the innate entrepreneurial spirit of Africa:  
- Market in Nigeria  

- Souk in East Africa  

- Johannesburg Stock
· Our children and grandchildren will be doing plenty of business in Africa and they will thank you for your pioneer and vision to invest today.
