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WHY HAS AFRICA NOT ACHIEVED ITS Renissance
DREAMS? g

.Out of Africa: Modern humans originated out of Africa 200,000 years ago
.Long and complicated history

~-Scramble for Africa: 1881-1914

~Decolonization and the beginning of the independence era

.Challenges of young nations trying to find their way to democracy

Le continent

aux 87 putschs
Nombre de coups

~African solutions to African issues

d’Etst réussis
par pays depuis 1950

Figure 1: Number of coups by country in Africa since 1950 (via French
twitter) — note their definition of a coup is most probably NOT the same as
Polity IV’s
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Renaissance

REGIME CHANGE - FRONTIER

MSCI
FRONTIER

Kuwait
Morocco
Oman
Lebanon
Bahrain
Jordan
Tunisia

Argentina

Nigeria
Kenya
Mauritius

Romania
Slovenia

Kazakhstan
Croatia
Estonia
Serbia
Lithuania
Bulgaria

Pakistan
Vietnam

Bangladesh
Sri Lanka

Source: IMF
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% annual chance of change in political regime label this
year
- Polity IV, Renaissance Capital

14,0
The columns show the risk of a change in any direction
(eg 3.9% in Nigeria) and have coloured the columns to
12,0 indicate if a shift towards (more) democracy (eg 0.7% in Nigeria
is more likely than a shift away from democracy (eg 3.0% in
Tunisia)
10,0 Purple = greater chance of shift towards autocracy
Orange = greater chance of a shift towards democracy
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Renaissance

REGIME CHANGE - BEYOND FRONTIER

Full
BEYOND Closed Democrac Democrac Occupati
FRONTIER  Autocracy anocracy Open Anocracy y y on Failed state Sample Reliability
Iran 98.0 1 0 0 0 1 0 127 Medium
Iraq 0 0.5 0.7 97.3 1.5 0 0 411 High
Saudi Arabia 99.2 0.8 0 0 0 0 0 127 Medium
Azerbaijan 98.0 1 0 0 0 1 0 127 Medium
Georgia 0 0.5 0.7 97.3 1.5 0 0 411 High
Ukraine 1.7 0.9 87.9 8.6 0.9 0 0 116 Medium
Angola 3.6 87.1 4.3 5.0 0 0 0 139 Medium
Botswana 0 0 0.7 98.0 1.3 0 0 154 Medium
Ethiopia 4.2 91.7 1.7 1.7 0 0 0.7 286 Medium
Ghana 1.1 0.4 1.8 95.2 0.7 0.4 0.4 275Medium
Ivory Coast 4.5 1.8 87.0 4.9 0.9 0 0.9 223 Medium
Mozambique 26 3.9 85.7 5.2 0 0 26 153 Medium
Rwanda 4.2 91.7 1.7 1.7 0 0 0.7 286 Medium
Tanzania 45 1.8 87.0 49 0.9 0 0.9 223 Medium
Uganda 4.2 91.7 1.7 1.7 0 0 0.7 286 Medium
Zambia 1.1 0.4 1.8 95.2 0.7 0.4 0.4 275Medium
Zimbabwe 2.6 3.9 85.7 5.2 0 0 2.6 153 Medium
Jamaica 0.7 0.9 1.4 96.1 0.7 0 0.2 444 High
Venezuela 1.7 0.9 87.9 8.6 0.9 0 0 116 Medium

Source: IMF
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WHERE ARE AFRICAN CAPITAL MARKETS Renaissance
NOW?

Q2 Volume as Q3 Volume as
Outstanding [ Q2 Volume |Percentage of | Q3 Volume |Percentage of EMBI CEMBI
EM EM

South Africa
SVGN+Corp

Sub Saharan Africa
SVGN+Corp

Attracting more attention:
~High growth area of the world both in population and GDP terms

~-High yields to investors compared to the rest of the EM

Beyond Frontier

Frontier markets

"‘lli{iju{hmam 3

Source: IMF
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CREDIT CHALLENGES

Renaissance
Capital

~Pricing political risk (succession) and corruption is difficult
~-Strong dependence on international donors
~-Undisclosed high volumes of borrowings

~-Developing legal systems

BUT THINGS ARE NOT AS BAD AS MANY THINK...

< World Justice Project rule of law index (2016), y-axis, vs EODB DTF for resolving insolvency and enforcing contracts (2017), x-axis
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World Bank score - 2 chapters only
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Renaissance
Capital

RENAISSANCE LEGAL SCORE

# Change vs March 2015

Beyond Frontier Score
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STRUCTURAL CHALLENGES

Population:
~fast growing: young
~low education: lack of skilled labour

'ja PLATEA
w NASSARAIA

@

Lafia

Bight of Benin

Gulf of Guinea

Source: IMF
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Capital

Net secondary school attendance rate

Over 75.0%

60.1 - 75.0%
40.1-60.0%
20.1-40.0%
20% and below




Renaissance
Capital

YOU WILL BE POOR IF YOU DON’T

EDUCATE 25% OF YOUR KIDS

EXHIBIT A - 1971-91 (TO BE CONTINUED...)

Per capita GDP in 1991 (lhs) vs gross secondary school enrolment rate (rhs) in or around 1971

40.0

30,000

35.0

Every country which educated 25% or less of its population

25,000

30.0

in 1971 at secondary school (11-17) was in poverty in 1991 -

unlesss they discovered oil or diamonds (Botswana) and are

marked in yellow

20,000

250

Many who only educated 25-40% were also in poverty - but

some like Korea, Portugal and Hong Kong achieved lift-off
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YOU WILL BE POOR IF YOU DON’T Remicsance
EDUCATE 28.5% OF YOUR KIDS Capital

EXHIBIT B —1991-2011

Per capita GDP in 2011 vs gross secondary school enrolment rates in or around 1991 (rhs)

12,000 40.0
No country that educated less than 28.5% of children at 35.0
10.000 secondary school in 1991 had a high per capita GDP in 2011. Most were
in poverty (per capita GDP below $1k)in 2011.
30.0
Qil exporters in yellow fared a little better.
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TODAY JUST 6 COUNTRIES ARE DOOMED Renaissance
FOR NEXT 20 YEARS? apita

About 9 countries, or 6 countries if you exclude
energy exporters, appear doomed to continued poverty for the next 15 years

Per capita GDP in 2016 (S) vs gross secondary school enrolment in 2011 (rhs)

3,500 - 45

Until 2031, we should expect plenty of bad news

(coups, civil unrest, default and poverty) from 40
3,000 \ . countries that did not educate 25-28.5%

of children at secondary school in 2011. 35
2,500 | ‘ Energy exporters (marked in yellow)

may get richer, but this may 30
2,000 benefit elites more than most .
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Renaissance

OTHER STRUCTURAL CHALLENGES Capital

.Scarcity of reliable macro economic data across the sector

Divisions:

~Arbitrarily created borders

~Lack of unity: post independence creation of many political and economic platforms

such as the African Union and many Regional Economic Communities

-Difficult trade terms even between countries geographically close

-High interest rates
~ High cost of debt for private sector often set by

high cost of debt by the sovereign

The emerging markets investment firm
Source: StampWorlHistory.com
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Renaissance

MAIN EXTERNAL FACTORS Capital

.Trade in mainly raw products:
~China's second continent: trade increased from $4bn in 1995 to $179bn in 2015

~In 2000 trade with North America was three times larger than now (6%)

~High dependence on commodities prices

.Dependence on IMF/World Bank . . . .
Which Frontier Markets are most exposed if China gets hit by a
Which Emerging Markets are most exposed if China gets hit by a US - US trade war, via Renaissance Capital, IMF
o trade war, via Renaissance Capital, IMF, UNCTAD T
= Exports fo China, HK, Macao, %of total (2015) 5% B¢ 'f;gf'{g%f““a- 1K, Mocno, %ok
m 5
P =}
X Exports to China, HK, Macao, %of GOP (2015) som | Exports o China, HK, Macao, %of
2% GDP (2015)
Two sets of Taiwan data, A0
e+ based on Taiwan's export .
data or * import data of _ MSCI Frontier Beyond Frontier
15% + recipients 0%
0% 2%
2% 108
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Source: IMF, UNCTAD source: IMF
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Renaissance

IMF INVOLVEMENT

Member IMF Status
Ghana

Date of Arrangement Expiration Total Amount Agreed

Ivory Coast

Kenya

Mozambique

Rwanda

Seychelles

Egypt

Morocco

Tunisia

Angola
Ethiopia
Gabon
Nigeria
Cameroon

Republic of Congo
Namibia
Senegal
Tanzania
Zambia

South Africa

Source: IMF, Debtwire

The emerging markets investment firm
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Renaissance

WORLD BANK INVOLVEMENT

Member World Bank
Ghana
Ivory Coast
Kenya
Mozambique
Rwanda
Seychelles
Egypt
Morocco
Tunisia
Angola
Ethiopia
Gabon
Nigeria
Cameroon
Republic of Congo
Namibia
Senegal
Tanzania

Zambia
South Africa

Source: WorldBank, Debtwire
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INTERNAL CHALLENGES

Renaissance
Capital

Corruption: Nigeria may have lost $100bn (roughly 20% 2015 GDP) in 2010-2015 period

from theft and disadvantageous production and trade deals
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+ EODB Rank (2016-17) vs Corruption Perceptions rank (2016)

HIGH CORRUPTION

CPI Rank 2016
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Renaissance
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Renaissance

OTHER INTERNAL CHALLENGES Capital

Government wages as a percentage of GDP: 8-10% is a
dangerous zone

Global Value Chains -- Africa is poorly integrated (apart from
Ethiopia, Kenya, Tanzania, Seychelles and South Africa) into
Global Value Chain. As per IMF all the main factors are
controlled by governments: infrastructure, access to finance,
governance/business environment

Market likes reformers

Governments need to raise more revenue going forward

The emerging markets investment firm 18



Renaissance

Be wary of countries with wage/GDP > 8%

Figure 23: Wages/GDP, % (2016E)
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Renaissance

Countries with high wages, grow slower

Figure 9: Public wage bill/GDP vs real GDP growth (2007-15)
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Risk of fiscal distress

Figure 26: Countries with high wage/GDP & wage/revenue are at high risk of
fiscal distress, % (2015)
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Renaissance

TRENDING STORIES

- Nigeria: NGN devaluation?

- Mozambique: Restructuring

- South Africa: Political risk has materialized... What happens next?
- lvory Coast: Socio political risk remains fragile

. Ghana: Fiscal side has to be watched
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RENAISSANCE CAPITAL FIXED INCOME T
PLATFORM Capital

= Our Platform

> 21 years of successfully providing IB services to clients in EM and Frontier Markets gﬁgi?flsance iﬂoint Lead
< < anager
» Represented by sales trading desks in the global and regional financial centres (NY, London, Moscow and Lagos) Pi’
. . . . . . . . . First debut quasi-sovereign issuance TRANSMASHHOLDING
» Deep rooted relationships with international and local institutional investors out of Russia since 2010

RUB 10 000 000 000

u O u r EX p ertl S e RUB EXCHANGE BOND ISSUE

anary Markets enaissance P Jan, 2017 Metals & Mining

'
Capltal Exclusive Rating

. L . . . i : Joint Lead
>  Consistently bringing issuers to the investor community across the globe Advisor (I},?Eilﬁsame Manager

Secondary markets G rT”K TE RUSAL

» Trading idea generation and market-making

DEBUT EUROBOND ISSUE

. CIS ,SSA & LATAM Eurobonds secondary market US$ 500 000 000
»  Real time quotes on Bloomberg < RENA>GO and Market Axess platform : D o 200w DJE 2021 DEBUT USS
. . . . Renaissance  ggle Lead
»  Active market-making with direct access to local players Capital Manager Renaissance Joint Lead
S N N I m— Capital Manager
>  Block trade execution [:B (1] “2 15t I g
A Alfa-Bank Ukraine | | ~  ToorrmEmeres 4

Eurobond Deal of the Year

CIS & SSA local bonds trading US$ 190 000 000 2016 POLYUS

»  Euroclearable local bonds in RUR,OFZ/RFLB EUROBOND ISSUES 7.50% EUR 30M Jul, 2015 - Mar, el & 1Y
DUE 2018, 10.00% US$ 50M DUE 2016, 2016 B & Wi

>  Nigerian local bonds 9.00% US$ 100M DUE 2018 EUROBOND ISSUE

Renaissance Joint Lead Manager

»  Access to local flows and dealers Oct, 2016 Capital Oil & Gas

° FX Renaissance ) . Renaissance .
; : Capital Joint Lead P = International Capital Senior
»  FXSPOT. Electronic market making of RUB crosses Manager ) Metallurgical Co-Manager
Holdi
>  FXForwards/Futures. BBG <RENF>GO 'Fga, (\_' (Eok;ngroup) cg
»  FXOptions Promsvyazbank ﬁﬂlpR“M
»  Cross-Currency Swaps US$ 201 000 000
i US$ 250 000 000 EXCHANGE TRANSACTION FOR THE US$ CHF 500 000 000
> Dual Currency Deposits US$ 250M 5.25% DUE 2019 SENIOR 350M 7.75% BOND DUE 2016 INTO NEW CHF 500M 3.375% DUE 2018
. REPO Desk UNSECURED EUROBOND ISSUE ISSUE 10.75% DUE 2018 EUROBOND ISSUE
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Renaissance
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