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Welcome to the August 2018 edition of INTO AFRICA, a publication with fresh insight into 
Africa’s emerging capital markets. This month’s edition, titled: Driving Africa Opportunities 
and explores investment opportunities as well as banking and insurance sectors in Africa.

Many investors are familiar with the African growth story. The young demographic, growing 
middle class and attractive GDP growth prospects have been recited before and I am sure we 
can agree that the long-term growth story sounds superb. However, It has been a difficult time 
economically for much of Africa over the last few years resulting in, with some exceptions, 
economic growth that has not lived up to hope or expectation. The reasons for this are many 
and diverse, differing from country to country and this article will be looking at some of the 
main investments opportunities across the continent.

SIMON COOK (Partner, Trade & Export Finance Group, Sullivan & Worcester London) explores 
some of the main challenges facing the Africa and attempting to show how trade and trade 
finance can be a part of the solution. At the same time, BRYSON KACHA (Pangaea Securities 
Limited Zambia) looks at the emerging investment opportunities in Zambia as well as 
challenges. Likewise, GRAHAM SHEWARD (Managing Director, SGG Mauritius) offers his views 
on investment in African and opines that using Mauritius as an investment hub allows 
investors to generate growth while mitigating risk 

MARK MIKWAMBA (Managing Director, Old Mutual Investment Group Malawi,) try to answer 
the question: what investment opportunities are there in Malawi? He identifies agricultures 
and power as key sectors as well as emphasis the investment friendly environment. 
AKINTUNDE MAJEKODUNMI (Vice president and Banking analyst at Moody’s) deciphers what 
Nigeria’s modest economic means for Nigerian banks.

Furthermore, MAGNUS DE WET (Managing Director, Vista Wealth Management South Africa) 
moves the article forward by examining the investment case for listed property in South 
Africa. In addition, JACLYN PETRONE (Director of Business Development, Laurium Capital 
South Africa) points that Africa is a perfect investment destination for long-term investors and 
the reward outweigh the risk. While AYODEJI EBO (Managing Director, Afrinvest Securities 
Limited Nigeria) investigates how Nigeria’s emerged stronger after the 2008 global financial 
crisis.

CALEB MUGENDI (Senior Investment Analyst, Cytonn Investments Management Kenya.) 
features in “The Kenyan Banking Sector: Current Trends and Prospects” and VICTOR MUGUTO 
(Partner and Insurance Industry Leader PricewaterhouseCoopers South Africa) in “Africa’s 
Insurance Markets: Where us the Boom?”. In a similar light, SHRESTI BIJOU (Group Head Opera-
tional Risk Management, FirstRand Group South Africa) explores how operational resilience 
can be established in financial institutions. In parallel, PETER BARTLETT (Partner, GML Capital 
LLP) looks at the emerging opportunities in African capital markets and trade finance. 

We also bring you features from JENS KÖKE (Chief Investment Officer, Allianz Africa, Morocco) 
and GHITA SQALLI (Head of Product Marketing, RedCloud Technology) in “The Development of 
Capital Markets in Sub-Saharan Africa from an Insurance Perspective” and “Leverage Digital 
Technology in African Financial Services” respectively. As well as write-ups “Regulation of the 
ICO: Sitting in the Waiting Room” by MILI SONI (Senior Associate, Bowmans South Africa.) and 
“Africa could drives a Globally New Stock Exchange Model” by ETIENNE NEL (Co-founder and 
CEO of ZAR X South Africa). 

Still more, we bring you special features, CONRAD PURCELL (Partner, Eversheds Sutherland 
London) and GHJUVANA LUIGI (Principal Associate, Eversheds Sutherland France) feature in 
“African Renewal Energy: Discovering the Potentials” as well as FIONA NALWANGA MAGONA 
(Partner, MMAKS Advocates Uganda) and MARION ANGOM (Legal Assistant, MMAKS 
Advocates Uganda) who dissect Uganda oil and gas sector laws and regulations as well as 
emerging opportunities. They hinted that the oil and gas sector is regulated by three main 
laws that cater for upstream, downstream and midstream activities.

As usual, we provide you with timely updates on African Capital Markets and commodity 
updates

Associate Editor

Connect with The Editor on Linkedin.  Follow us on twitter @capitaMKTafrica.  Subscribe to INTO AFRICA at 
http://eepurl.com/buHhNv or please send an email to intoafrica@capitalmarketsinafrica.com. 

Please visit our website at www.capitalmarketsinafrica.com for the latest news, bespoke analysis, 
investment events and outlooks.

ENJOY!

DISCLAIMER:

The contents of this publication are general discussions 
reflecting the authors’ opinions of the typical issues involved 
in the respective subject areas and should not be relied upon 
as detailed or specific advice, or as professional advice of any 
kind. Whilst every care has been taken in preparing this 
document, no representation, warranty or undertaking 
(expressed or implied) is given and no responsibility or 
liability is accepted by CAPITAL MARKETS IN AFRICA or the 
authors or authors’ organisations as to the accuracy of the 
information contained and opinions expressed therein.
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in early January 2018 with speculation that US 
research firm Viceroy, famed for their report that 
brought down Steinhoff International, will be 
releasing a damning report into SA listed property 
Group Resilient. Panic selling occurred across the 
entire listed property sector in sympathy for the 
property giant.

But who is Resilient and why are they so important 
that the entire SA listed property market will go 
down in sympathy? At the time when the Viceroy 
speculation started the Resilient Group repre-
sented almost 45% of the SA Listed Property index 
weighting. The group are made up of a few compa-
nies with inter shareholding between them. As 
indicated in the picture below, Resilient owns 16% 
of Fortress, which in turn owns 9% of Resilient. 
Resilient is also a shareholder in Nepi Rockcastle 
and Greenbay, owing 12% and 23% respectively.

The above structure indirectly caused Resilient and 
its associated companies to buy shares in each 
other which inflated their share prices. This led to 
the companies being mispriced and trading at 
large premiums to their net asset values. This latest 
correction has however unwound this mispricing 
and today the Resilient Group only represents 25% 
(down from 45%) of the SA listed property index. 
Investors therefore now buying into the SA Listed 

isted property has been South Africa’s top 
performing asset class in the last 16 years. During 
this time it has returned over 18% per year (in 
Rand terms) as measured by the Johannesburg 
Stock Exchange’s (JSE) SA Listed Property total 
return index. It slightly outperformed the South 
African industrial sector which returned 17.85% 
per year during the same period. The returns from 
the industrial sector were however thanks to local 
market favorite Naspers and their over 30% invest-
ment in Chinese tech giant Tencent. But that’s a 
South African success story for another day.

In recent months however, the South African listed 
property has had a massive market correction. It 
has lost more than 20% of its value in a drawdown 
that started on 29 December 2017. It has still not 
recovered by 30 June 2018. The graph below 
indicates it has only recovered 4% from its lowest 
point during this 6 month period.

The current drawdown might be the worst the SA 
Listed Property Sector has seen but is not the first 
time this sector has had a massive correction. 
Between 27 October 2015 and 18 March 2016, the 
sector also lost 20% at its worst point in a draw-
down that lasted 5 and a half months.

So what caused the latest correction? It all started 

INVESTMENT CASE FOR LISTED
PROPERTY IN SOUTH AFRICA
By Magnus de Wet, Managing Director, Vista Wealth Management South Africa
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     nies included in the All Property Index above 
is detracting from the liquidity and tradability 
of the index. The Tradable Property index 
aims to address this liquidity dilemma as it 
only includes 16 large and mid-cap property 
companies. As with the All Property Index, it 
has more foreign exposure but because of 
the limited number of constituents it might 
have more volatility. It has an estimated 
dividend yield of about 6.5%

It is true that retail shopping centres makes up at 
least 35% of the exposure of local listed property 
companies. This is a concern for investors worried 
about online shopping and the abandoned ghost 
malls seen in the US. Great research by Phillip de 
Wet in the Business Insider SA however addresses 
this concern highlighting distinct differences 
between the SA and US retail markets:

- The anchor stores in US malls are depart-
ment stores like Macy’s (In SA Macy’s 
equivalent would be something like the now 
belly-up Stuttafords). In SA the anchor stores 
are supermarkets like Pick and Pay or Wool-
worths. These anchors are aligned with the 
convenience culture of South Africans to buy 
for example supper on the way home from 
work

- In the US a big contractor from shopping 
malls was safe public places like parks and 
museums. SA has a problem with bankrupt 
municipalities for who’s priority will not be for 
a long time to safe and upgrade our green 
and public spaces

- Lastly in Africa, the social interaction that 
comes from ancient markets where families 
and friends meet up will continue. It will not 
be replaced overnight by the online internet 
shopping that threatens the US and other 
developed countries

In closing, listed property has low correlations to 
other asset classes with high dividend yields which 
make it a critical asset class to have in any diversi-
fied portfolio. These general facts plus the recent 
market correction and other positive developments 
in the South African listed property market, makes 
it a great addition to any portfolio.

“Listed property has been South Africa’s top 
performing asset class and has returned over 
18% per year (in rand terms) in the last 16 
years.”

Property index are buying less of the Resilient 
Group and more companies that were pulled down 
in sympathy with them. 

The latest state of play with the Resilient Group is a 
black economic empowerment (BEE) trusts 
(Siyakha Education) that needed to be accounted 
for. Resilient is currently busy restating its interim 
results for the six months that ended December 
2017. The restatement resulted in Resilient’s total 
liabilities increasing as Siyakha’s debt was moved 
to its parent company’s books.

The South African listed property sector can be 
grouped into 3 groups of companies depending on 
their property portfolios:

- Companies that only have exposure to local 
South African properties – For example 
Liberty2Degrees and Dipula

- Foreign companies listed on the JSE only 
invested in offshore properties – For example 
Capital & Counties and NEPI Rockcastle PLC

- Local companies that have exposure to both 
local and offshore properties – For example 
Growthpoint and Redefine

In order to create better access to the above 
groups, the JSE in conjunction with FTSE (the 
JSE’s index provider) has in the last year intro-
duced 3 new indices to supplement the SA Listed 
Property index. The 3 new indices provide more 
choices for potential investors:

- SA REIT Index – This index will focus on 
companies that are classified as SA REITs by 
the JSE. The index includes 19 companies 
and has approximately 80% local exposure. 
This index has the highest risk due to its high 
exposure to local SA listed property compa-
nies but therefore also has the highest 
estimated dividend yield of over 9%

- All Property Index – As the name suggests, 
this index will include all listed property 
companies that’s included in the FTSE/JSE 
All Share index. The index currently includes 
34 companies and the volatility of this index 
is less due to the number of foreign listed 
property companies included in the index. As 
a result of the larger foreign exposure in the 
index, it has a lower estimated dividend of 
just over 7%

- Tradable Property Index – The small compa    


