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KEY POINTS

GDP growth stable, and forecast to continue around 6% pa in East Africa
▲The World Bank forecasts continued strong growth in East Africa in a forecast released 4 June, despite of the recent
Africa-wide slow down. East Africa is the world’s fastest growing region outside of Asia. It has seen 5-6% economic
growth since 2000, recently led by Tanzania and Rwanda at 7% pa. EAC growth is forecast at 6.2% pa from 2016 to
2019, with Tanzania growing fastest at 7.3% pa.
▲East Africa’s GDP growth is forecast to remain at 6.0% in 2017, negatively effected by draught in Kenya and
Uganda, but positively influenced by accelerated growth in Tanzania. The WB forecast EA GDP growth to
accelerate to 6.5% by 2019. Thus, East Africa’s decade long record of 6% pa growth is set to continue.
▲South Africa fell into recession in 1Q, but it is forecast to recover modestly, driven by export and a strong
agricultural sector benefiting from comparing with a 2016 of drought. Domestic demand is weak.
▲Tanzania and Uganda saw a credit squeeze following
presidential elections one and a half years ago.
Tanzanian liquidity remains tight as the new President
fights corruption and the cash economy and restores
public finances. GDP growth fell to 4.8% in Uganda
last year, but was unchanged at 7% in Tanzania
despite of the tightening.
▲Mozambique saw GDP growth halved to 3.3% in 2016
as exceptionally high FDI (1/4 to 1/3 of GDP) came
down and there is tightened credits and difficult
Government finances following the bond scandals.
▲Foreign Direct Investments are set to continue at
around 4% of GDP in Tanzania and Uganda. It is
lower in Kenya but has been growing in recent years.
▲In West Africa, low cocoa prices have reduced export
income and GDP. The oil exporters, Nigeria and
Angola, are continued to be hit by managed,
overvalued currencies.
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East and Southern African GDP Growth
Est
2005
-3.9
5.7
6.9
-5.3
7.0
5.6
6.2
9.6
2.8
6.6
2.9
0.5
1.3
3.9
2.7

Est
Forecasts
In % pa
2014
2016
2017
2018
2019
Burundi
4.7
-0.6
1.5
2.0
2.6
Kenya
5.3
5.8
5.5
5.8
6.1
Rwanda
7.0
5.9
6.0
6.8
7.0
South Sudan
15.9
0.7
n/a
n/a
n/a
Tanzania
7.0
6.9
7.2
7.2
7.4
Uganda
5.6
4.8
4.6
5.2
5.6
EA Community *
6.1
6.0
6.0
6.2
6.5
Ethiopia
10.3
7.5
8.3
8.0
7.9
Malawi
5.7
2.5
4.4
4.9
5.3
Mozambique
7.4
3.3
4.8
6.1
6.7
Zambia
5.0
3.3
4.1
4.5
4.7
Zimbabwe
3.8
0.7
2.3
1.8
1.7
South Africa
1.5
0.3
0.6
1.1
2.0
Ghana
4.0
2.6
6.1
7.8
6.2
Nigeria
6.3
-1.6
1.2
2.4
2.5
Sub-Sahara Africa
1.3
2.6
3.3
3.5
Africa **
3.7
3.4
2.2
3.4
4.3
n/a
Source: World Bank June 2017; * = GDP weighted, excl. Burundi and South Sudan
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SUMMARY

East Africa’s 300m population forecast to see 25 years of stable, high growth
▲African GDP growth averaged 5% pa during 2000-2014, after only 2% pa growth in the 1980s and 1990s.

▲McKinsey (McK Global Institute (MGI) in 2016) forecasts 4.6% pa growth in Africa for 2010 to 2040, similar to the
growth since 2000, but up from 3.7% pa from 1990 to 2010. East Africa is the fastest growing region on the
Continent, with 5.2% pa forecast growth. East Africa is identified by MGI as Africa’s ‘Stable Grower’, joined by a
small number of countries in West Africa.
▲The East African Community and Nigeria are the growth centre of Africa, with 174m and 182m people, respectively.
Including neighbouring Ethiopia, and the Eastern parts of DRC, East Africa has 300m people.
▲The South African economy is mixed at best, even if
the building material industry has seen a good
recovery since 2012. GDP forecasts are weak.
▲Several large infrastructure projects are implemented
in East Africa, from the completed Nacala corridor in
Northern Mozambique, to railway projects in Kenya
and Ethiopia. Mobile telephony, internet, banking, oil
and gas continue to be major growth drivers.
▲Population growth, urbanisation (a key driver of GDP
growth) and relative high level of secondary schooling
provide fundamental stimuli to economic growth.
▲However, the electricity generation and distribution is
lagging and a major obstacle to development, despite
of a number of high profile generating project. Africa
needs many more electricity generating plants.
▲McKinsey, the World Bank, RenCap, UN and AEO
have provided most of the data used in this report.
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Africa Key Country Indicators 2015
Pop. Land area Pop density
m 000 km2
pop/km2
11.2
28
402
46.1
580
79
11.6
26
441
12.3
664
19
53.5
947
56
39.0
242
162
173.7
2,487
70

GDP*
USD bn
8
143
20
22
138
80
411

Ethiopia
99.4
1,104
90
Malawi
17.2
118
145
Mozambique
28.0
799
35
Zambia
16.2
753
22
Zimbabwe
15.6
391
40
Ghana
27.4
239
115
Nigeria
182.2
924
197
South Africa
54.5
1,219
45
Africa
1,185
30,066
39
Source: African Economic Outlook May 2016
Notes: * based on PPP; ** Arithmetic avg for total

159
21
34
65
28
113
1,105
724
5,769

Burundi
Kenya
Rwanda
South Sudan
Tanzania
Uganda
EA Community

3

GDP per GDP growth
capita 2007-15**
705
3.4
3,106
5.1
1,750
7.5
1,820
9.0
2,587
6.7
2,043
6.5
2,366
6.4
1,602
1,194
1,205
3,988
1,789
4,135
6,067
13,287
4,870

10.5
5.6
7.0
7.0
3.1
6.7
6.0
2.3
4.6
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STRONG AND STABLE GROWTH

Africa is increasingly a focus for global economic growth
▲After a decade of rapid economic growth, when
Africa was the second fastest growing region in
the world, McKinsey Global Institute (MGI)
published a report in 2008: ‘Lions on the move:
The progress and potential of African
economies.’
▲BCG and others have recently published positive
reports about the outlook for Africa.
▲In September 2016, MGI published ‘Lions on the
move II: Realising the potential of Africa’s
economies’, reaffirming its positive outlook for
the continent.
▲Overall economic growth had fallen from 5.4%
pa 2000-10 to 3.3% 2010-15, but this was
entirely driven by reduced growth in Arab Spring
and Oil exporting countries.
▲The Rest of Africa (ex Arab Spring and Oil) has
seen a slight acceleration in growth, to 4.4% pa,
with growth in East Africa being significantly
higher.
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STRONG AND STABLE GROWTH

McKinsey forecast strong l-t growth; lead by East Africa
▲GDP in Sub-Sahara Africa is forecast to grow by 4.6% pa from 2010 to 2040 according to IHS Economics and
McKinsey (2016), better than during the last 5 years, with East Africa growing at 5.2% pa. Demand for wood products
is expected to increase even more rapidly.
▲East African economic growth during the last 5 years at 5-8% pa has made it the fastest growing region in the world
outside of China, and it expected to be the fastest growing region in Africa going forward, according to McKinsey.
▲Green Resources’ operations are located in or neighbours (incl. India) to 6 of 10 of the world’s fastest growing future
economies based on forecasts by Harvard Institute for International Development (2016).

Source: RenCap Nov 2016
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STRONG AND STABLE GROWTH

East Africa is Africa’s ‘Stable Growers’
▲MGI has identified three groups of economies in Africa: Stable
Growers, accounting for 19% of the Continent’s GDP, Vulnerable
Growers, and Slow Growers, the largest group accounting for 46%.

▲The East Africa is the beacon of the Stable Growers.
▲Both Ghana and Nigeria are Vulnerable Grower along with most of
West Africa, except Cote d’Ivoire and Senegal.
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STRONG AND STABLE GROWTH

East Africa is a ‘consumption centre’; and wood products growth > GDP
▲MGI has identified three African ‘emerging centres of consumption: East Africa (largest $ growth)
Egypt and Nigeria.
▲Housing is forecast to grow 1.2x consumer spending. MGI states that ‘Africa’s stock of housing,
commercial buildings and infrastructure is expanding steadily, and driving growth in demand for
construction material such as cement, metals and wood.’

▲MGI forecast the five fastest growing business sectors to include construction and utilities and
transport. Thus, wood based building materials and utility poles should continue to grow strongly.
▲MGI has identified six ‘white space’ sectors characterised by high growth, high profitability and low
consolidation, including construction, light manufacturing (solid wood processing), and food and agriprocessing.

▲The manufacturing sector has lagged in Africa, with manufacturing value-added only growing at 2.5%
pa, in line with world growth and far behind the leading emerging markets, except for in Ethiopia and
Tanzania.
▲Agriculture and agri-processing is the largest business and B2B spending sector in Africa, ahead of
manufacturing, with the large majority being spend on materials. Modernisation of the agriprocessing sector should generate large potential for use of biomass for the production of process
heat.
▲Africa is under-represented among large companies – despite that ‘large companies in Africa have
tended to grow faster and have been more profitable than their global peers’. Thus, a consolidation
in forestry should create attractive companies.
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EXCHANGE RATE CHANGES
Significant depreciations during the last two years
▲In the last two years, emerging market currencies
have depreciated significantly, and the African
currencies are no exception, leading to large
currency losses on USD investments in these
countries.
▲This came after several years of relative
exchange rate stability.
▲Transmission poles and bio-energy (electricity,
steam, biomass) are often paid in USD. There is
a net import of panel boards (produced in Asia),
and these products are therefore also indirectly
USD priced, following the world market price.
▲The key exporters of utility poles and sawn timber
to East Africa are from South Africa and South
America. Thus, while these might be USD
products, the depreciation of the exporters
currencies have lead to falling prices.

▲RenCap (20 Oct 2016) argues that there is ‘High
Risk of Appreciation’ in Tanzania and Uganda.
▲The Mozambique currency is the most
undervalued on the Continent. However, RenCap
still do not expect an appreciation due to the
chaotic economic situation.
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FUNDAMENTAL DRIVERS OF GROWTH

Dynamic population growth is underpinning demand and GDP growth
▲Africa is experiencing the fastest population
growth in the world, being the only region with
continued strong growth in population and the
workforce.

▲Africa’s population will exceed that of China
and India in 2030, with East Africa developing
into the largest region in Africa, along with
Nigeria, based on UN forecasts.
▲UN’s population division forecast that 24m of
the 53m additional people living in urban areas
by 2045 will do so in Africa.
▲Urbanisation will accelerate faster in East
Africa than other places on the continent. Only
22% of East Africa’s 55 million households
lived in Urban areas in 2010, forecast to grow
to 38% of 107m households by 2040 (1st
exhibit right).

Source: UN 2016

▲Urbanisation drives economic growth, with
average GDP per capita of $8,200 in urban
areas, compared to $3,300 in rural areas,
according to MGI.

▲Dar es Salam, Tanzania, is the fastest growing
large city in Africa, forecast to grown 85% from
2010-25 and become the 5th largest city in
Africa, by UN-Habitat.
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FUNDAMENTAL DRIVERS OF GROWTH

Major new infra-structure projects: trading corridors, internet, banking, etc.
▲Capital investments are 29% of GDP in 2016 in RenCap’s five selected
growth economies: Ethiopia, Kenya, Rwanda, Tanzania and Uganda,
higher/ comparable to the level of the Asian Tigers prior to take-off.
▲The prevalence of mobile banking has lead to a dramatic increase in the
share of population that has bank accounts.
▲There is significant improvements in harbours and rail infrastructure:
 In Northern Mozambique, the Nacala corridor is completed, with
new / significantly rebuilt railway linking Nacala port to Malawi,
onward to Zambia, and to Beira and Lichinga in Mozambique.
New railroads are under constructions in Ethiopia and Kenya,
linking Mombasa to Nairobi and Djibouti to Addis Ababa.
 Large harbour projects are under way in Tanzania, creating much
needed improvement domestically and competition with Nairobi.

Source: RenCap

Confidential and Copyright – see last page

10

NewAfrica – Creating Green Growth for Africa

FUNDAMENTAL DRIVERS OF GROWTH

Significant improvement to the infrastructure; most clearly in Northern Mozambique
▲ The large forest plantations of GR, Portucel, Rift Valley and
originally UPM, are centred to Northern Mozambique, mostly in
the Nacala corridor where the infrastructure has improved
dramatically during the last four years.
▲ Electricity brought to Mecuburi, Mozambique in 2012, the HQ town
of the district with the largest land allocation to GR.
▲ Mobile coverage and internet connection have reached most of
the forest plantations by 2014.
▲ A new high quality tarmac road (left) was completed in 2014 from
Nampula city ‘up country’, through the areas the Lurio plantations,
replacing a poor quality gravel road.
▲ A large upgrade of the Nacala railroad, which will enable it to
transport more than 24 mn tons of goods per year, reaching
Lichinga (below) in Nov 2016. GR has secured a strategically
located site at one of the few stations on the upgraded line.

▲ A large terminal, primarily for coal, for Cape sized vessels became
operational in Nacala harbour in 2015 (left). The main container
and bulk harbour is also being upgraded, where GR has been
allocated a chip mill site.
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FUNDAMENTAL DRIVERS OF GROWTH

Large energy resources are key growth drivers; and, remaking forestry economics
▲ Growth in new electricity generating capacity has been 14.4% pa in Africa during the last 20 years, according to McKinsey. 30 years
electricity demand is forecast to grow 30-40% (East Africa) faster than GDP growth in SSA outside of Southern Africa.
▲ Africa has large unexploited energy resources, in particular of gas, that will contribute to rapid electrification and economic growth. This will
revolutionise electricity supply, according to McKinsey’s report: ‘Brighter Africa: The potential growth of the sub-Saharan electricity sector’.
See exhibits below. Mozambique and Tanzania, key forest countries, also happen to have the largest gas reserves.
▲ The large gas discoveries off the East African and Mozambican coast will transform the economics of wood processing. Combined with the
existing low cost electricity supply in Mozambique, the region could become a global low cost processor of wood products where low cost
heat and electricity are critical cost factors: MDF, sulphite and dissolving pulp and BCTMP close to the pipelines on at the coast.
▲ The bulk of the fast growing agri-processing business is located far inland, outside of the reach of the future gas pipelines, where biomass
will be an key source for the rapidly increasing demand for processing heat.
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BUT, ENERGY SECTOR LAGGING

But, electricity generating capacity is very low and prices high in may countries
▲Electricity production per capital is low throughout East and West Africa, and a major impediment to economic
growth, probably representing the single most important infrastructure issue.
▲The unreliable quality of the electricity supply, with load shedding and fluctuating voltage, is often the largest issue
for industrial electricity users.
▲Electricity prices in key growth economies, including Ghana, Kenya, Nigeria and Uganda, are more than
US$0.20/kWh, and prices are above US$0.15/kWh in Rwanda and Tanzania.

Source: RenCap
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BUT, ENERGY SECTOR LAGGING

… despite of growth in generating capacity in some countries
▲Growth in electricity generation has outstripped population growth by a wide margin.
▲The growth in generating capacity has come through a small number of large projects.

Source: RenCap
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Disclaimer

This presentation was created by NewAfrica Ltd and all copyrights are reserved. NewAfrica Ltd is a project
developer and owner focusing on impact investments in Africa, targeting high and sustainable investment
returns. While NewAfrica believes the information presented is materially correct, neither NewAfrica or its
directors, officers or any other person associated with the company make any representation or warranty
(express or implied) as to the accuracy or completeness of any of this information. Nothing set out in this
document is or shall be relied upon as a promise or representation as to the past or future. The information
contained herein may be subject to change without prior notice.
NewAfrica Ltd, 31-33 New Street, St. Helier, Jersey, JE2 3RA, United Kingdom
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