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Executive Summary

Africa enters the second half of 2025 navigating a convergence of macroeconomic disruption and
political transition. U.S. tariffs and Eurozone stagnation recalibrate trade routes; energy price
volatility and a wave of sovereign debt distress expose fragilities in growth models. Amid these
pressures, Africa remains investible—but only with selectivity and precision.

Treat Africa as a portfolio of asymmetric bets. Avoid the false binary of ‘Africa rising’ vs ‘too risky’.
Use structured risk-adjusted returns (Return on Risk) to guide decisions. Invest where risk is known,
priced, and mitigated.

Top Calls:
e Proceed: Kenya (ICT, green energy), Ghana (BPO, mining)
e Mitigate: Nigeria (fintech, FMCG), Egypt (industrial, retail), South Africa (auto, services)
e Monitor: Ethiopia, DRC (infrastructure and governance fragility remain high)

Strategic Overview: Themes
Political

e Sahel belt instability: eight successful coups since 2020.
e South Africa enters coalition era; Senegal shifts to reformist leadership.

Economic

e FEurozone 0% GDP growth and German recession reduce African export demand.
o U.S. tariffs disrupt supply chains; FDI shifts toward Europe and GCC.
e Over 20 African nations under IMF surveillance or formal programs.

Social

e Urban youth unemployment above 30% in many markets.
e Cost-of-living protests in Nigeria, Ghana, and Tunisia.
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e Increased regulation of online speech and organizing.

Technological

e Hyperscale data centers launched in Cape Town, Nairobi, Lagos, and Accra.
e Western firms push data sovereignty and regional redundancy.

Legal

e FDI laws improving; some sectors liberalizing (e.g. Ethiopia telecom, Nigeria FX).
e Data protection regimes emerging across markets.

Environmental

o Water stress and droughts impact hydropower and agriculture.
e ESG disclosure requirements increasing; enforcement uneven.

Country Snapshots: Summaries
Kenya

e Stable judiciary and devolved governance support regional projects.
e FX volatility manageable; 75% renewable grid; strong digital ecosystem.
e Proceed in ICT, geothermal, agri-processing. Prioritize Naivasha and Konza zones.

Ghana

o Post-default IMF reforms stabilizing economy.
e Robust BPO growth and legal predictability.
e Proceed in BPO, mining services, and manufacturing. Use Free Zones.

South Africa

e Coalition government introduces uncertainty.
e Grid reliability improving; strong talent base; persistent inequality.
e Mitigate in auto, renewables, services. Comply with B-BBEE.

Nigeria

e FX unified, naira floated. Policy improving but instability persists.
e Strong fintech and consumer sectors; major infrastructure gaps.
e Mitigate in fintech, FMCG. Phase capital, hedge naira, de-risk with local JVs.
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Egypt

e Strategic industrial base with subsidized power.
e Currency risk remains high despite IMF-backed reforms.
e Mitigate in industrial and retail. Secure hard currency protections.

Morocco

e Predictable regulation and EU proximity.
e |eading EV supply chain and hydrogen pilots.
e Proceed in automotive, green energy, and nearshoring. Use Tanger and Kenitra zones.

Senegal

e Oil and gas monetization under reformist leadership.
e Aerospace, logistics, and BPO sectors expanding.
e Proceed in energy, aviation services, and francophone outsourcing.

DRC

e Resource-rich but high ESG, political, and conflict risks.
e Infrastructure and FX fragility remain barriers.
e Monitor. Only engage through DFI-backed supply chain structures.

Sector Outlook: Opportunity Mapping
Automotive

e Morocco: Stellantis EVs in Kenitra, Renault export cluster.
e Egypt: Domestic EV assembly with Chinese partners.
e South Africa: Auto exports hit by U.S. tariffs.

Aerospace & Defense

¢ Tunisia: Parts supply to Airbus and Boeing.
e Kenya: UAV development corridor and MRO niche.
e Senegal: Bayraktar drone integration and MRO hub development.

BPO & IT Services

e Ghana: Teleperformance and Google Al ops expanding.
e Morocco: 120,000+ employed; EU outsourcing hub.
e Rwanda: Quality over volume; impact outsourcing and legal process services.
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Energy Transition

e Green Hydrogen: Morocco, Egypt, and Mauritania signing export MoUs.
e Geothermal: Kenya expanding capacity; Ethiopia’s potential constrained by politics.
e Grid Concessions: Nigeria and Cote d’lvoire exploring private-sector T&D models.

Al & Data Infrastructure

¢ Nairobi: geothermal-powered centers; Microsoft and Google presence.
e Lagos: MainOne (Equinix); FX exposure and power redundancy challenges.
e Cape Town: AWS and Azure regional hubs with growing edge compute deployments.

ESG, Compliance, and Regulation

e ESG disclosures advancing: South Africa aligns with IFRS S1/S2.
e Local content rules enforceable and now widely implemented (e.g. Nigeria, Ghana).
e Regulatory approvals range 6 to 18 months depending on sector.

Location Benchmarking: Investment Hubs

Port Access Power Reliability Labor Depth Bureaucracy FX Liquidity

Lagos Congested Unreliable High High Low
Nairobi Rail-linked Moderate Strong Medium Moderate
Johannesburg  Excellent Improving Skilled Medium High
Accra Direct Stable Educated Low Medium
Addis Ababa Indirect Inconsistent Emerging High Low
Cairo Strategic Cheap + Volatile Abundant Medium Moderate

Country Risk Radar

e High risk: Ethiopia, DRC (conflict, currency, regulatory)
e Medium risk: Nigeria, Egypt (FX, political)
e Low risk: Ghana, Kenya, Morocco (reformist, predictable)
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Risk Mitigation: Use PRI (MIGA/ATIDI), FX-matching, legal structuring, JV alignment, phased
deployment.

Return on Risk: ROR Framework

Base IRR examples: - Ghana BPO: 16% IRR = 13% ROR - Nigeria Fintech: 25% IRR = 15% ROR (post-
FX, security, and regulatory discount) - Morocco EV: 18% IRR = 16.5% ROR (tax incentives preserved)

Investors should model IRRs against regulatory delays, FX volatility, ESG compliance, and labor
disruption.

Decision Lens: Proceed / Mitigate / Monitor

Country Action Focus Sectors

Kenya Proceed ICT, Agriculture, Energy  Predictable regulation; stable institutions
Ghana Proceed BPO, Mining, Consumer  FX stabilizing, IMF reforms sustained
Nigeria Mitigate Fintech, FMCG, Energy Volatile FX, regulatory shifts

Egypt Mitigate Manufacturing, Retail FX exposure; policy fragility

South Africa Mitigate Auto, Services, Power Coalition politics; compliance heavy
Ethiopia Monitor Light manufacturing Political fragility, forex risk

DRC Monitor Mining Conflict and ESG exposure
Appendices

Incentives Overview: - Kenya EPZ: 0% CIT for 10 years - Ghana Free Zones: 0% for 10 years, 15%
thereafter - Morocco SEZs: 0% for 5 years, 8.75% thereafter

Legal Structures: - Rep Office: liaison only - Branch: no limited liability - LLC: standard structure;
100% foreign ownership generally allowed

Regulatory Watchlist: - Kenya ICT Bill (licensing and data localization) - Nigeria FX liquidity regime
(post-backlog liberalization) - AfCFTA Investment Protocol (pan-African BIT framework)
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