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This document has been prepared by AXYS Corporate Advisory Limited (“AXYS”) on behalf of GRIT Real Estate Income Group Limited (the “Company”).  This document has been prepared for the recipient for the purpose of 
providing information on the Company’s operations across Africa.  

The content of this document is confidential and strictly for use by the recipient only. It and any further information made available must be held in complete confidence, and may not be reproduced, used or disclosed.  In 
furnishing this document, neither the Company nor any other person including AXYS undertakes any obligation to provide the recipient with access to any additional information or to update this document or additional 
information or to correct any inaccuracies therein which may become apparent. Notwithstanding the foregoing, the information in this document is subject to change, completion or amendment without notice.  

This document does not constitute and may not be used for the purpose of an offer or solicitation in any jurisdiction or in circumstances in which such offer or solicitation is not authorised.  No person receiving a copy of this 
document in any jurisdiction may treat it as constituting an invitation to that person to apply for interests in the Company.  

This document utilises information which has not been independently verified (including opinion, anecdote and speculation) and which has been sourced from a variety of public sources and third parties. Neither the 
Company nor AXYS nor any of their respective officers, directors, advisors, associates and affiliates makes any representation or warranty (expressly or impliedly) as to the accuracy, adequacy or completeness of this 
document or its contents or of any other oral or written information furnished or made available.  The Company and AXYS disclaim to the extent possible by law, all responsibility in relation to this document.  

To the extent that this document includes forecasts and financial projections, these were prepared by the Company, and AXYS has reproduced them without any independent verification. AXYS has relied on such forecasts 
and financial projections and assumed that these have been reasonably prepared based on assumptions reflecting the best currently available estimates and judgements at the disposal of the Company’s management as to 
the expected future results and the current situation of the Company.  Any forecasts, financial projections and other forward-looking statements involve a number of risks, uncertainties and other factors that could cause the 
actual results to differ from those expressed or implied. Neither the Company nor AXYS assumes any liability in connection therewith or any duty to update or conform such forecasts or projections.  

This document is neither a recommendation to invest nor investment advice and is prepared solely to provide background information for the recipient in relation to the Company. This document does not purport to contain 
all information investors may require to evaluate an investment in the Company. In preparing the document, neither the Company nor AXYS has taken into account the particular investment objectives, financial situation or 
particular needs of investors. Before making an investment decision, an investor should consider whether an investment in the Company is appropriate in light of its particular investment needs, objectives and financial 
circumstances. An investor should conduct its own independent investigations, due diligence and analysis of the potential benefits and risks of any investment in the Company. An investor should seek professional advice, 
including tax advice before making an investment decision.  

The distribution of this document in or from certain jurisdictions may be restricted or prohibited by law. Recipients are required to inform themselves of, and comply with, all restrictions or prohibitions in such jurisdictions.  
Neither the Company nor AXYS nor any other person shall have any liability to any person in relation to the distribution or possession of this document or copies thereof in or from any jurisdiction where the distribution of 
such a document is prohibited or requires special authorisation or any regulatory consent or approval. By accepting this document the recipient has agreed, upon request, to return promptly all material received from the 
Company or AXYS without retaining any copies.  

The issue of this document shall not be taken as any form of commitment on the part of the Company to proceed with any transaction. 

Neither the Company nor AXYS nor any of its advisers or representatives shall have any responsibility or liability whatsoever (for negligence or otherwise) for any loss howsoever arising from any use of the information in this 
Document or the presentation or their contents or otherwise arising in connection with such information.  The information set out herein may be subject to updating, completion, revision, verification and amendment and 
such information may change materially. 

Neither this Document nor any part thereof constitutes  legal, taxation or investment advice. 
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S&P GLOBAL PROPERTY INDICES Dividend 
Yield 

Total Return* 

Index Name 1-Year 3-Year 4-Year 

S&P Developed REIT 4.2% 0.0% 7.8% 8.5% 

S&P North America REIT 4.1% 0.1% 9.2% 9.0% 

S&P US REIT 4.1% -0.1% 9.4% 9.4% 

S&P Europe REIT 3.9% 6.4% 2.8% 8.5% 

S&P Emerging REIT 6.5% 4.4% 0.0% 0.9% 

S&P Asia Pacific Emerging REIT 4.7% 5.1% 5.8% 4.0% 

S&P Latin America REIT 6.4% 4.2% -11.5% 1.7% 
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Grit is a listed real estate income group operating in carefully selected African countries.  With its mantra being one of counterparty strength, the 
company optimises its structural investments underpinned by solid property and economic fundamentals to achieve superior US dollar and Euro returns. 

Source: S&P Dow Jones Indices.  Data as of September 29, 2017   *annualized total returns 
1 The S&P Global Property Index Series serve as a comprehensive benchmark of publicly 
traded equity REITs domiciled in developed and emerging markets 
2  After factoring in the impact of $ 121mn rights issue at a 14% discount to NAV per share  

The Business Model 

• Diverse asset portfolio focused on strength of counterparty and located in African countries with 
solid fundamentals 

• Compelling total US dollar returns underpinned by predominantly USD- and Euro-denominated, 
long-term leases 

• Distributable earnings generated from rental income paid out in full to shareholders every 6 months 

• Strong risk management policies in place to mitigate operational and other risks associated with 
African real estate investments 

• Strategy to continue raising debt and equity capital as good risk-reward opportunities identified  

Compelling returns 

According to the S&P Global Property Index Series1, investors in 
publicly traded equity REITS can expect Dividend Yields of c. 4.2% 
in developed markets and c. 6.5% in emerging markets. 

With a Dividend Yield of 8.75% in 2017 in addition to a NAV per 
share increase2 of 2.2% after all dividend distributions, Grit is 
already demonstrating  the superior returns available on the 
African continent when compared to other regions in the world. 

 
• Grow portfolio based on quality hard currency long-term leases from strong counterparties 

• Focus on countries with existing/pending REIT structures 

• Develop and maintain strategic partnerships in existing jurisdictions that will secure and strengthen in-
country resources 

Core Competencies 

• Existing knowledge base  
• Managing a pan African portfolio 
• Delivering solutions 
• Transparency & high level of disclosure  
• Strong network of partners 

Margins of Safety 

• Hard currency 
• Repatriation of funds 
• Political risk & macroeconomic landscape 
• Secure land tenure 
• Ability to raise debt 

Grow shareholder 
value & returns 

Target 12% total USD return  
(8.25% Return on Equity,  

3.75% NAV growth) 

Forecast dividend 
growth 3-5% 

Investment Strategy 

INTRODUCTION TO GRIT 

Grit have a track record of consistently achieving its 
distribution forecasts with a USD yield in excess of 8% 
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STRONG FUNDAMENTALS 
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Only income fund focused on African real estate (excluding RSA) listed on 
both the Stock Exchange of Mauritius and the Johannesburg Stock Exchange 

Diverse asset portfolio focused on strength of counterparty and 
located in African countries with solid fundamentals 

Compelling total US dollar returns underpinned by 
predominantly USD- and Euro-denominated, long-term leases 

Track record of consistently achieving distribution forecasts 
(seven  distributions declared) at a USD yield in excess of 8% 

High occupancy rates with quality tenants delivering sustainable 
income 

Supportive anchor shareholders that are committed to growing the 
platform 

Strong management team with over 59 years of African experience, 
supported by in-country asset and property management teams 

1 

2 

3 

4 

5 

6 
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FY2017 HIGHLIGHTS* 

TARGET DISTRIBUTION 
ACHIEVED 

US$12.07 cps 
 +2.7% growth vs. 2016 

WEIGHTED AVERAGE 
LEASE EXPIRY 

7.8 years 
 vs. 5.8 years in 2016 

WEIGHTED AVERAGE 
COST OF DEBT 

5.78% 
-0.44% decrease vs. 2016 

PORTFOLIO OCCUPANCY 
96.9% 

allowing for strategic 
occupancies in Anfa Place 

Shopping Center 

CAPITAL RAISED 
US$ 156mn 

 including US$ 121mn 

through rights issue 

SEM-DIVIDEND YIELD 
8.75% annualized  

10% on the JSE 

Source: FY2017 Results Presentation; * KPIs as at June 30th 2017   

WEIGHTED AVERAGE 
LEASE ESCALATION 

3.47% 
vs. 3.65% in 2016 

INTEREST COVER 
2.75 

vs. 2.20 in 2016 
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GEOGRAPHIC PRESENCE 
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MAURITIUS 
Barclays House 

Le Victoria Resort & Spa 
Le Mauricia Resort & Spa 

Le Canonnier Resort & Spa 
Tamassa Resort 

Current presence 

Approved prospective jurisdictions 

MOZAMBIQUE 
Anadarko Building 
Anadarko Phase II 

KPMG/Hollard Building 
Vodacom Building 

Mall de Tete 
Zimpeto Square 
Vale Compound 

Bollore Warehouse 

KENYA 
Buffalo Mall Naivasha 
Imperial Warehouse 

MOROCCO 
Anfa Place 

Shopping Centre 

Targeted jurisdictions 

ZAMBIA 
Kafubu Mall 

Mukuba Mall 
Cosmopolitan Mall 

Grit’s current portfolio comprises 19 properties in five countries, with an aggregate valuation of c. US$ 566.5mn (as at 
November 2017) and estimated property yield of 8.2%. 

The current portfolio is summarised as follows:  

• 19 properties in five countries with an additional one held for 
development 

• 211,976m² of gross lettable space (proportionate to 
ownership) 

• a vacancy rate of 3.7%, largely due to the impact of strategic 
vacancies during a major upgrade of Anfa Place Shopping 
Centre in Morocco; vacancies across the remaining assets 
remain negligible 

• a Weighted Average Lease Expiry of 7.0 years  

• a valuation of US$ 566.5mn (as at November 2017) earning 
an estimated yield of 8.2%  
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GRIT AT A GLANCE 
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ANCHOR TENANTS 

COMPANY SNAPSHOT (November 2017) 

SEM market capitalisation  US$ 281.5 million1 

Total property investment value US$ 566.5 million2 

Number of properties /  Gross Lettable Area (m2) 20 / 211,9762 

Property locations 
Morocco, Mozambique, Zambia, 

Mauritius, Kenya 

Occupancy rate 96.3% 

Estimated property yield 8.2% 

Weighted average rental / m2 / month US$ 18.4 

Weighted average lease escalation 3.5% 

Property LTV 45.5% 

GRIT IN NUMBERS* FY 2015  FY 2016 FY 2017 

Property portfolio at year-end US$ 210mn US$ 296mn US$ 492mn 

Loan to value ratio at year-end 48.3% 48.9% 41.6% 

Property cost to income ratio 24.9% 25.9% 27.5% 

Admin cost to asset value ratio 0.7% 1.3% 1.1% 

Cost of debt 6.9% 6.2% 5.8% 

Distributable income US$ 6.4mn US$ 10.6mn US$ 15.1mn 

Total dividend US$ cps 11.28 11.75 12.07 

NAV per share US$ cps 168.9 163.3 150.9 

1As at 14 December 2017 
2Property value and Gross Lettable Area represent effective ownership in the properties of associated 
companies and shareholder loans to property companies 

*per audited financial statements 
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INVESTMENT HIGHLIGHTS 

With a high dividend yield, GRIT provides an attractive option for income-seeking investors (with potential future 
capital growth built in) from non-traditional property markets: 

 Management targets a total return of 12% (income 8.25% and capital 3.75%), denominated in US dollars.  Such 
returns in US dollars are unusual, not least in developed REIT markets (see Box on Page 5). 

 Management also targets 3% to 5% dividend growth.  Prevailing rental escalations and other sources of income 
suggest that such growth is not unrealistic.  

 In weighing up the perceived African risk that comes with the above targets, country risk is less significant than 
it first appears because of the focus on tenants i.e. counterparty strength.  Tenant characteristics are the 
principal risk determinant in Grit’s business  model.  

 Country risk remains an important factor to be understood and properly managed, but at the micro level the 
majority of income is from tenants who tend not to be typical of the overall domestic political economy. 

 Rental income is predominantly generated in Euros and US dollars, which reduce African currency risk. 

 To limit the risk of not being able to convert and/or transfer hard currency,  the Company has taken out 
political risk insurance where necessary at marginal cost. 

 Grit’s focus on counterparty strength and lease durations is paying off with very low vacancies and defaults. 

 Management have become particularly astute at getting the appropriate corporate structure in place so as to 
maximise shareholders’ returns. 

 Management also demonstrate a strong competency to manage the portfolio subsequent to acquisitions. 

 Hence, Grit’s business model brings a much greater level of sophistication to property markets in many African 
countries that either do not have REIT legislation or which have property markets that are evolving. 

 As a result, Grit has been building a reliable track record of acquiring superior property assets in Africa, in the 
process attracting equity funding from high-calibre institutional investors and debt funding from a growing 
number of recognized international banks. 

 Finally, Grit has an ambitious distribution policy, paying out virtually all of its distributable income. 
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African 
Economic 
Overview 

Le Canonnier (Mauritius) 
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AFRICA’S ECONOMIES – POSITIVE OUTLOOK 

Bolstered by improving political stability, Sub Saharan Africa (SSA) has 
outperformed almost every other region in the world economically since 
the turn of the century, with growth rates averaging over 5% in that period.   

Economic growth, as well as other social factors such as favorable 
demographics and rapid urbanization, has facilitated the creation of a 
middle-class in many SSA countries. This rising middle class has disposable 
income leading to an increase in demand for consumer products and service. 

However, due to declining commodity prices, the last three years have been 
tough for many SSA economies, especially those that are resource-intensive 
(e.g. Nigeria, Ghana).  As a result, economic growth in the region dropped 
below the global average for the first time in more than 10 years, although 
non resource-intensive countries such as Côte d’Ivoire, Rwanda, Kenya, and 
Senegal continued to grow robustly with growth rates exceeding 5%. 

POSITIVE OUTLOOK 

However, the positive trends reflected to date in 2017 suggest the continent 
is already returning to pre-crisis levels  of economic performance, with the 
IMF and World Bank predicting a strong recovery in SSA economies going 
forward supported by improved confidence, stronger commodities prices 
and better performance by the region’s largest economies such as Nigeria. 

From recession, Nigeria is forecast to grow at 1.2% in 2017 and 2.4% in 2018, 
supported by an increase in government spending and recovery in oil 
production.  Similarly, growth is expected to accelerate in Ghana to 5.9% in 
2017 and 8.9% in 2018 as exports gain momentum from increased oil and gas 
production. 

Growth in non-resource intensive countries such as Ethiopia, Senegal, 
Rwanda and Botswana is also projected to remain healthy, supported by 
recovery of agricultural production, increased investment in infrastructure 
and robust services sectors.  

INCREASING FOREIGN DIRECT INVESTMENT 

Improved growth prospects are expect to have a positive impact on Foreign 
Direct Investment (FDI).  FDI into the region was surging prior to the oil crisis, 
but has slowed in the last three years.  However, FDI inflows to Africa are 
expected to increase in 2017 to about US$ 65 billion according to the United 
Nations, a 100% increase on 2016, in view of modest oil price rises and an 
upturn in non-oil FDI. Growing regional integration should also  foster Africa’s 
competitive global integration and encourage stronger FDI flows.  

Multinational enterprises from developed economies remained the largest 
investors in Africa, although investors from developing economies (such as 
China, India, and South Africa) are increasingly active.   

0.0
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2.0

3.0

4.0

5.0

6.0

2013-14 2014-15 2015-16 2016-17 2017-18 2018-19

World Developed Markets MENA SSA

Regional GDP Growth  
2-Year Moving Average 

 
Pre oil price crash  Post Oil price crash  Projected 
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4.2% 

2.4% 
2.0% 

3.0% 
3.4% 

% 

Source: IMF World Economic Outlook  
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GRIT’S CURRENT PRESENCE - MACRO INDICATORS 

Morocco 

Population (million) 35.2 

GDP (USDbn, 2015) 101.4 

Real GDP growth rate  (2016) 1.1% 

GDP per Capita (USD, 2016) 2 881 

CPI  (2016 ave forecast) 1.6% 

Moody’s credit rating  Ba1 

Zambia 

Population (million) 16.6 

GDP (USDbn, 2016) 19.6 

Real GDP growth rate  (2016) 3.3% 

GDP per Capita (USD, 2016) 1 178 

CPI  (2016 ave forecast) 17.9% 

Moody’s credit rating  B3 

Kenya 

Population (million) 48.5 

GDP (USDbn, 2016) 70.5 

Real GDP growth rate  (2016) 5.8% 

GDP per Capita (USD, 2016) 1 454 

CPI  (2016 ave forecast) 6.3% 

Moody’s credit rating  B1 

Mozambique 

Population (million) 28.8 

GDP (USDbn, 2016) 11.0 

Real GDP growth rate  (2016) 3.8% 

GDP per Capita (USD, 2016) 382 

CPI  (2016 ave forecast) 19.2% 

Moody’s credit rating  Caa3 

Mauritius 

Population (million) 1.3 

GDP (USDbn, 2016) 12.1 

Real GDP growth rate  (2016) 3.7% 

GDP per Capita (USD, 2016) 9 359 

CPI  (2016 ave forecast) 1.0% 

Moody’s credit rating  Baa1 

Grit’s current presence 

Approved prospective jurisdictions 

Target jurisdiction 

Source: World Bank & IMF  
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Mauritius  

Mauritius is a stable, multiparty parliamentary 
democracy. The economy has expanded at a 
reasonable pace in recent years, averaging more 
than 3% driven by the service sectors, especially 
expanding financial services and tourism.  

The current account deficit declined sharply in 2016 
to 4.6% of GDP compared to an average of 8% over 
the last decade supported by strong tourist 
spending and favorable energy prices. The IMF 
predicts the economy to expand in the range of 3-
4% of over the next five years depending on the 
pace of government public infrastructure programs. 

Morocco 

The Justice & Development Party formed a new six-
party coalition government in April 2017 after six 
months of political stalemate.  

Economic growth is still very much dependent on 
the weather. Agriculture production, which 
represents almost 15% of GDP, contracted by 10% 
in 2016 due to severe droughts, bringing GDP 
growth down to just to 1.1%.  With good rainfalls 
since the fall of 2016, GDP growth is projected to 
bounce back to 3.8% in 2017. 

Real Estate is an attractive asset class, accounting 
for some of the largest FDI inflows. Investor interest 
in real estate was further strengthened with new 
legislation introduced in 2015 allowing for the 

GRIT’S CURRENT PRESENCE – COUNTRY OVERVIEWS 

Source: Various 

creation of Real Estate Investment Trusts (REITs).    

Kenya 

Kenya is the economic and transport hub of East 
Africa. The country’s real GDP growth has averaged 
over 5% for the last seven years, supported by 
significant structural and economic reforms and a 
growing middle class creating a thriving shopping-
mall lifestyle and a booming housing market.  

Going forward, the IMF forecasts continued growth 
at an average of 6.4% between 2017 and 2021 
supported by strong public investment in 
infrastructure, a dynamic services sector and 
favorable demographics.   

Zambia 

After a slowdown in 2015/16 due to lower copper 
prices, a power crisis and political uncertainty, 
Zambia’s economy is improving. The World Bank 
forecasts the economy to grow at 4% in 2017 after 
average growth of 3% in 2015 and 2016. Inflation 
also declined to 6.5% in May 2017 from a peak of 
above 20% in February 2016.  

President Lungu was re-elected in August 2016 with 
another five year mandate. Lungu’s government has 
already launched the 7th National Development 
Plan (2017–2021) focused on economic 
diversification and poverty reduction. The new 
President is also determined to revise the Lands Act 
Policy aimed at avoiding the illegal sale of land. 

Mozambique 

Following the revelation of previously undisclosed 
borrowings in 2016, Mozambique’s economy 
deteriorated rapidly with GDP dropping to 3.3% that 
year, down from 6.6% in 2015. The World Bank’s 
growth forecast for 2017 has been revised 
downwards from 5.2% to 4.8% to factor in the 
effects of likely fuel shortages and the continued 
effects of restrictive monetary policy.  

However, there are signs that external pressures are 
decreasing. Talks are under way to bring about a 
definitive ceasefire between ruling party Frelimo 
and former rebel group turned-opposition party, 
Renamo. The two leaders are reported to have been 
in constant communication since December 2016 
and the two sides have agreed to establish working 
groups on key issues.  

The fiscal deficit has fallen from 6.4% of GDP in 
2015 to 4.7% in 2016 on a cash basis. Inflation, 
driven by exchange rate variations, has also started 
to decelerate. Recent developments, including the 
USD 2.8 billion ENI/Exxon deal, indicate progress 
with the Rovuma basin gas megaprojects and bring 
the final decision dates for multi-billion dollar 
investment deals closer. Existing megaprojects have 
shown resilience, and may find additional support in 
the near-term from an improving outlook for key 
commodity prices. 
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APPROVED & TARGET COUNTRIES - MACRO INDICATORS 

Ghana 

Population (million) 28.0 

GDP (USDbn, 2016) 43 

Real GDP growth rate  (2016) 3.6% 

GDP per Capita (USD, 2016) 1,513 

CPI  (2016 ave forecast) 17.4% 

Moody’s credit rating  B3 

Senegal 

Population (million) 15.4 

GDP (USDbn, 2016) 14.7 

Real GDP growth rate  (2016) 6.6% 

GDP per Capita (USD, 2016) 959 

CPI  (2016 ave forecast) 0.9% 

Moody’s credit rating  Ba3 

Rwanda 

Population (million) 11.5 

GDP (USDbn, 2016) 8.4 

Real GDP growth rate  (2016) 5.9% 

GDP per Capita (USD, 2016) 731 

CPI  (2016 ave forecast) 5.7% 

Moody’s credit rating  B2 

Grit’s current presence 

Approved prospective jurisdictions 

Target jurisdiction 

Botswana 

Population (million) 2.2 

GDP (USDbn, 2016) 15.6 

Real GDP growth rate  (2016) 2.9% 

GDP per Capita (USD, 2016) 6,788 

CPI  (2016 ave forecast) 2.8% 

Moody’s credit rating  A2 

Cape Verde 

Population (million) 0.5 

GDP (USDbn, 2016) 1.6 

Real GDP growth rate  (2016) 3.9% 

GDP per Capita (USD, 2016) 2 994 

CPI  (2016 ave forecast) -1.4 

Fitch credit rating  B 

Seychelles 

Population (million) 0.1 

GDP (USDbn, 2016) 1.4 

Real GDP growth rate  (2016) 4.5% 

GDP per Capita (USD, 2016) 15 084 

CPI  (2016 ave forecast) -1.0% 

Fitch credit rating  BB 

Source: World Bank & IMF  
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Ghana  

Following a peaceful election, Nana Dankwa was 
elected as President in December 2016.  

Ghana’s economic performance is on track in 2017 
after a fiscal slippage in 2016, and the World Bank 
expects the country to meet its fiscal deficit target 
of 6.3% of GDP for 2017. The continued stabilization 
of the currency has helped the country to balance 
the trade deficit and increase reserves. Inflation is 
also going down allowing the central bank to reduce 
its policy rate. The World Bank forecasts GDP to 
rebound to 6.1% in 2017, driven primarily by an 
increase in oil, cocoa and gold production.  

Rwanda 

Rwanda’s  has maintained political stability since the 
1994 genocide, translating into sustained economic 
growth. Between 2001 and 2015, real GDP growth 
averaged at about 8% per annum.  An amendment 
to the constitution in December 2015 paved the 
way for the re-election of President Paul Kagame in 
August 2017 to third seven-year term in office. 

Rwanda’s Vision 2020 seeks to transform the 
country from a low-income, agriculture-based 
economy to a knowledge-based, service-oriented 
economy with middle-income country status by 
2020.  The World Bank forecasts the economy to 
continue to grow at an average 6% in that period. 

APPROVED & TARGET COUNTRIES - COUNTRY OVERVIEWS 

Botswana 

Botswana’s is one of the world’s fastest growing 
economies, averaging 5% per annum over the past 
decade.  It follows a multi party democratic system 
with  a very stable political environment. However, 
reliance on commodities makes its economy 
vulnerable to  international market fluctuations.  

The World Bank expects the economy to rebound in 
2017 from a recent slowdown with growth forecast 
at more than 4% in the next year. This will be 
driven by improvements in the mining sector and a 
fiscal stimulus aimed at accelerating non-mining 
activities. Inflation is also expected at around 3-4%.     

Senegal 

One of West Africa's key political and economic 
hubs, Senegal is considered as one of the most 
stable countries in Africa.  

Economic growth has recently accelerated -  
averaging around 6.5% in the last 2 years - making 
Senegal one of the best performing economies in 
Sub-Saharan Africa. This was achieved through a 
series of structural reforms and a favorable external 
environment. 

Looking forward, the World Bank forecasts the 
economy to grow at above 7% in the medium term 
depending on the implementation and deepening of 
new structural reforms.  

Cape Verde 

Cape Verde is a service-oriented economy with 
commerce, transport, tourism and public services 
accounting for approximately 75% of GDP. Tourism 
is the mainstay of the economy and is dependent on 
conditions in the euro-zone countries.   

Parliamentary elections held in March 2016 resulted 
in a new government led by Prime Minister Ulisses 
Correia e Silva.  

The country was recording average GDP growth of 
6-7% before hitting recession in 2009 on the back of 
the global financial crisis. The World Bank expects 
the economy to grow by 3-4% annually between 
2016 and 2018, supported by strengthening 
agricultural output and improving tourism. 

Seychelles 

With the highest GDP per capita in Africa, Seychelles 
is a small tourism and import dependent economy. 
The economy has performed well in recent years 
with a growth rates of above 4% on the back of a 
strong tourism sector. The number of tourists 
increased by 9.8% in 2016. A further increase of 
21% was witnessed during the first half of 2017 over 
the same period the previous year.   

Going forward, the World Bank outlook is favorable, 
with growth averaging 3.5% in the medium term.  

Source: Various 
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Source: PR Newswire (July 31st 2017) 

Source: African Business (May 11th 2017) 

Source: Reuters (July 28th 2017) 

Source: Fin24 (November 17th 2017) Source: Telegeography (May 15th 2017) 
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The Real Estate 
Markets in 

Africa 

Barclays House (Mauritius) 
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Since the turn of the century, Sub Saharan Africa has averaged economic growth in 
excess of 5% per annum. Alongside such growth, rapid urbanization, a rapidly 
growing middle class, expanding businesses and increased business travel and 
tourism have driven the demand for new and modern commercial and residential 
buildings, business and leisure hotels, industrial workplace facilities and retail malls.  

Despite the weakening of some economies over the last two years, investors’ 
appetite for African real estate remains high, leading to a new wave of African-
focused property funds.  The USD 500m raised by UK-based Actis for its third 
African real estate fund (ARE3) in 2016 is the largest opportunistic private real 
estate fund targeting sub-Saharan Africa raised in the market to date. ARE3 has a 
diverse investor base, including pension funds, sovereign wealth funds, DFIs and 
endowments from Africa, Asia, Europe and North America.  Other notable fund 
managers focused on African real estate include RMB Westport, Grit Real Estate 
Income Group, the Momentum Africa Real Estate Fund and Growthpoint Investec 
African Properties, with a combined target of raising more than USD 1.5 billion in the 
short- to medium-term. 

Data indicates commercial office yields ranging from 7% to 9% for investment-grade 
assets in the most attractive Sub-Saharan markets including Nigeria, Ghana, Kenya, 
Mauritius, Mozambique and Zambia (see next page). With the presence of well-
established developers and a series of property investment vehicles emerging in 
recent years, the lending market is also becoming more liquid, with increasing 
interest from international banks and financial institutions. Strong demand coupled 
with an increasing pool of investors keen to address the shortage in supply indicates 
that the real estate sector in Sub-Saharan Africa is set for substantial growth in the 
coming years. 

However, identifying assets with the appropriate mix of credible local and 
international tenants is a challenging factor in Africa’s real estate markets and the 
importance of having an experienced local partner is probably greater than 
elsewhere. For this reason, global investors like the Singapore Investment 
Corporation, a major subscriber to the ARE3 fund, have opted to invest in funds 
created by established regional investors, rather than carry the risk of making direct 
property investments. 

AFRICA’S REAL ESTATE MARKETS 

Date  Property  Location Sector Buyer Price (US$ mm) Yield 

Q4 2015 Ikeja City Mall Lagos, Nigeria Retail Hyprop (75%), Attacq (25%) 91.0 >8.0% 

Q4 2016 Beachcomber Hospitality Investments (44.43& stake) North Mauritius Hospitality Mara Delta (Grit) 83.4 7.5% 

Q2 2015 Two Rivers Development (39% Stake) Nairobi, Kenya Mixed Use Aviation Industry Corporation of China  70.0 N/A 

Q4 2015 East Park & Jacaranda Mall, Acacia Office Park & Mall (50% stakes) Lusaka & Ndola, Zambia Retail/Office SA Corporate 49.6 8.7% 

Q3 2015 Wings Oando Development (37.1% stake) Lagos, Nigeria Office Pivotal 49.0 N/A 

Q2 2015 Vodacom Building Maputo, Mozambique Office Mara Delta (Grit) 49.0 6.6% 

Q4 2106 Tamassa Resort Bel Ombre, Mauritius Hospitality Mara Delta (Grit) 40.0 8.6% 

Q4 2016 Cosmopolitan Mall (50% stake) Lusaka, Zambia Retail Mara Delta (Grit) 37.1 7.8% 

Q4 2015 Makuba Mall & Kafubu Mall (50% stakes) Kitwe & Ndola, Zambia Retail Mara Delta (Grit) 31.6 7.8% 

Q4 2015 Bagatelle – Mall of Mauritius (34.9% stake) Bagatelle, Mauritius Retail Ascencia 28.9 7.0% 

Q4 2015 Greenspan Mall Nairobi, Kenya Mixed Use Stanlib Kenya Fahari I-REIT 20.0 8.1% 

Q1 2016 Barclays House Ebene, Mauritius Office Mara Delta (Grit) 13.4 8.3% 

Selected Sub-Saharan Africa real estate transactions, 2015-16 
 

Source: Knight Frank Research  
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COMMERCIAL OFFICE YIELDS – AFRICA VS. GLOBAL 

Source: Knight Frank & Savills Research    
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SECTOR OVERVIEW 

RETAIL 

Africa’s largest cities are amongst the fastest-growing urban areas in the 
world.  The UN forecasts that the populations of Lagos, Kinshasa and Luanda 
will grow by more than 70% between 2010 and 2025, whilst those of Dar es 
Salaam, Kampala and Lusaka are expected to double in the same period. 
Growing consumer markets (especially the middle class) and the expansion 
of international retailers (particularly leading South African supermarket 
chains like Shoprite and Pick n Pay as well as French-owned Carrefour) are 
driving the demand for mall developments in major urban centers.   

South Africa represents the most mature retail market in Sub-Saharan Africa 
with approximately 23 million square meters of shopping center floor space.  
This compares dramatically with only 3 million square meters across the 
whole of the rest of Sub-Saharan Africa, indicating the substantial growth 
potential for the retail real estate sector in Africa in the years ahead. 

COMMERCIAL OFFICE 

A significant expansion in domestic and international businesses operating in 
Sub Saharan Africa is inevitability increasing demand for office space. With 
continued foreign investment in sectors such as retail, telecoms, financial 
services and, in particular, natural resources, foreign companies are 
continuously looking for more international-grade office space for their 
expanding operations. Currently, however, the African market is drastically 
undersupplied, driving up rental yields and culminating in high-quality office 
space being an attractive investment opportunity for investors. 

INDUSTRIAL 

With FMCG manufacturers also seeking to expand their African operations, 
investors are also showing increased interest in the equally under-supplied 
industrial sector.  With the increased penetration of smartphones boosting 
internet usage amongst adults, Africa’s online retail sector has also started to 
grow. Online retailers such as Jumia and Konga are building distribution 
networks that will require increasingly sophisticated logistics properties. In 
addition, increasing reliance on sea transport for international trade is 
making  areas near ports attractive for real estate developers/investors.  
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Completed retail space in selected Sub-Saharan African countries 

Developer  Project  Location 
DP World Dakar Free Zone Senegal  

Agility  Agility Distribution Park Ghana 

Maris Africa Logistics Properties Kenya 

BlackIvy Group Coast Dryport Tanzania 

DP World Kigali Logistics Platform Rwanda 

Rendeavour Tatu Industrial Park Kenya 

Selected Industrial Projects 

Source: Knight Frank Research  Source: Knight Frank Research  
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TAPPING INTO THE ATTRACTIVE YIELDS 

Grit is a listed real estate income group operating in carefully selected African countries.  The company optimises its 
structural investments underpinned by solid property fundamentals to achieve superior US dollar and Euro returns 

Compelling returns: 

According to the S&P Global Property Index Series1, investors in publicly 
traded equity REITS can expect Dividend Yields of c. 4.2% in developed 
markets and c. 6.5% in emerging markets 

With a Dividend Yield of 8.75% in 2017 in addition to a NAV per share 
increase2 of 2.2% after all dividend distributions, Grit is already 
demonstrating  the superior returns available on the African continent when 
compared to other regions in the world. 

1 The S&P Global Property Index Series serve as a comprehensive benchmark of publicly traded equity REITs 
domiciled in developed and emerging markets 
2  After factoring in the impact of $ 121mn rights issue at a 14% discount to NAV per share  

S&P GLOBAL PROPERTY INDICES Dividend 
Yield 

Total Return* 

Index Name 1-Year 3-Year 4-Year 

S&P Developed REIT 4.2% 0.0% 7.8% 8.5% 

S&P North America REIT 4.1% 0.1% 9.2% 9.0% 

S&P US REIT 4.1% -0.1% 9.4% 9.4% 

S&P Europe REIT 3.9% 6.4% 2.8% 8.5% 

S&P Emerging REIT 6.5% 4.4% 0.0% 0.9% 

S&P Asia Pacific Emerging REIT 4.7% 5.1% 5.8% 4.0% 

S&P Latin America REIT 6.4% 4.2% -11.5% 1.7% 

Source: S&P Dow Jones Indices.  Data as of September 29, 2017   *annualized total returns   

The business model: 

• Diverse asset portfolio focused on strength of counterparty and located in African countries with solid fundamentals 

• Compelling total US dollar returns underpinned by predominantly USD- and Euro-denominated, long-term leases 

• Distributable earnings generated from rental income paid out in full to shareholders every six months 

• Strong risk management policies in place to mitigate operational and other risks associated with African real estate investments 

• Strategy to continue raising debt and equity capital as good risk-reward opportunities identified  
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Grit Company 
Overview 

Vodacom Building (Mozambique) 
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INTRODUCTION TO GRIT 
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Only income fund focused on African real estate (excluding RSA) listed on 
both the Stock Exchange of Mauritius and the Johannesburg Stock Exchange 

Diverse asset portfolio focused on strength of counterparty and 
located in African countries with solid fundamentals 

Compelling total US dollar returns underpinned by 
predominantly USD- and Euro-denominated, long-term leases 

Track record of consistently achieving distribution forecasts 
(seven  distributions declared) at a USD yield in excess of 8% 

High occupancy rates with quality tenants delivering sustainable 
income 

Supportive anchor shareholders that are committed to growing the 
platform 

Strong management team with over 59 years of African experience, 
supported by in-country asset and property management teams 

1 

2 

3 

4 

5 

6 

7 

FY2017 HIGHLIGHTS* 

TARGET DISTRIBUTION 
ACHIEVED 

US$12.07 cps 
 +2.7% growth vs. 2016 

WEIGHTED AVERAGE 
LEASE EXPIRY 

7.8 years 
 vs. 5.8 years in 2016 

WEIGHTED AVERAGE 
COST OF DEBT 

5.78% 
-0.44% decrease vs. 2016 

PORTFOLIO OCCUPANCY 
96.9% 

allowing for strategic 
occupancies in Anfa Place 

Shopping Center 

CAPITAL RAISED 
US$ 156mn 

 including US$ 121mn 

through rights issue 

SEM-DIVIDEND YIELD 
8.75% annualized  

10% on the JSE 

Source: FY2017 Results Presentation; * KPIs as at June 30th 2017   

WEIGHTED AVERAGE 
LEASE ESCALATION 

3.47% 
vs. 3.65% in 2016 

INTEREST COVER 
2.75 

vs. 2.20 in 2016 
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Within the next 5 years, Grit aims to become the leading real estate owner on the African continent outside of South Africa, 
focusing on income-producing assets with extremely strong counterparties, to ensure consistent growth of shareholder value 

 
• Grow portfolio based on quality hard currency long-term leases from strong 

counterparties 
• Focus on countries with existing/pending REIT structures 
• Develop and maintain strategic partnerships in existing jurisdictions that will 

secure and strengthen in-country resources 

Core Competencies 

• Existing knowledge base  

• Managing a pan African portfolio 

• Delivering solutions 

• Transparency & high level of disclosure  

• Strong network of partners 

Margins of Safety 

• Hard currency 

• Repatriation of funds 

• Political risk & macroeconomic landscape 

• Secure land tenure 

• Ability to raise debt 

Grow shareholder 
value & returns 

Target 12% total 
USD return  

(8.25% Return on Equity,  
3.75% NAV growth) 

Forecast dividend 
growth 3-5% 

Investment Strategy Grit has and will continue to seek opportunities in high 
yielding properties in sound African jurisdictions which are 
anchored by high quality tenants. 
Existing locations:  
• Mauritius & Morocco (Investment grade countries) 
• Kenya, Mozambique & Zambia 
Approved prospective jurisdictions: 
• Botswana, Ghana & Rwanda  
Targeted jurisdictions: 
• Seychelles, Cape Verde & Senegal  
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ANCHOR TENANTS 

COMPANY SNAPSHOT (November 2017) 

SEM market capitalisation  US$ 281.5 million1 

Total property investment value US$ 566.5 million2 

Number of properties /  Gross Lettable Area (m2) 20 / 211,9762 

Property locations 
Morocco, Mozambique, Zambia, 

Mauritius, Kenya 

Occupancy rate 96.3% 

Estimated property yield 8.2% 

Weighted average rental / m2 / month US$ 18.4 

Weighted average lease escalation 3.5% 

Property LTV 45.5% 

1As at 14 December 2017 
2Property value and Gross Lettable Area represent effective ownership in the properties of associated 
companies and shareholder loans to property companies 

*per audited financial statements 

GRIT IN NUMBERS* FY 2015  FY 2016 FY 2017 

Property portfolio at year-end US$ 210mn US$ 296mn US$ 492mn 

Loan to value ratio at year-end 48.3% 48.9% 41.6% 

Property cost to income ratio 24.9% 25.9% 27.5% 

Admin cost to asset value ratio 0.7% 1.3% 1.1% 

Cost of debt 6.9% 6.2% 5.8% 

Distributable income US$ 6.4mn US$ 10.6mn US$ 15.1mn 

Total dividend US$ cps 11.28 11.75 12.07 

NAV per share US$ cps 168.9 163.3 150.9 
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PORTFOLIO KEY METRICS 
As at 30 November 2017 

Retail Commercial 
Light 

Industrial 
Hospitality 

Corporate 
Residential 

Held for 
Development 

Total 

Number of Properties 7 5 2 4 1 1 20 

Property Value (USD mn) 230.7  141.5 24.5  127.3  34.3 8.2 566.5 

Weighted Average Capitalisation Rate 7.7% 8.4% 9.0% 7.9% 10.6% 0.0% 8.2% 

WALE (years by income) 4.3 5.7 7.3 12.2 2.8 n/a 7.0 

Weighted Average Lease Escalations 5.6% 3.9% 1.8% 0.6% 3.0% n/a 3.5% 

Gross Lettable Area [GLA] (m2) 83,963  35,316 19,934  59,797 12,966  n/a 211,976 

Property Cost to Income ratio 29.9% 11.4% 8.4% 0.1% 12.1% n/a 17.0% 

Vacancies 4.0% 0.0% 0.0% 0.0% 0.0% n/a 3.7% 

Weighted Average Cost of Debt 5.2% 7.6% 6.3% 3.7% 5.0% n/a 5.5% 

Debt to Property Value 46.4% 47.9% 35.0% 53.1% 54.9% 0.0% 45.5% 

Properties are owned at 100% unless specified otherwise 

Grit’s foray into the hospitality sector during FY 2017 
has helped to further  de-risk the portfolio from an 
asset class and geographical exposure point of view 

Properties are owned at 100% unless specified otherwise 
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Quality of income 

Grit’s mantra is one of counterparty strength.  

Over time, the resilience and tenure of its leases 
have proven this to be the correct approach, 
applying dogmatic investment criteria based on the 
following key principles: 

• ability to conclude leases in hard currency; 

• ability to repatriate funds; 

• ability to mitigate/insure against political and 
currency risk; 

• land tenure; and 

• ability to raise in-country debt. 

Grit’s most recent transactions with Lux Resorts, 
New Mauritius Hotels Limited include covenants 
against the listed parent company in case of default 
by the operating entity. This, combined with political 
risk insurance where necessary, provides additional 
layers of protection against repatriation risk. 

In addition to its focus on counterparty risk, Grit 
applies significant time and effort in mitigating risk 
through its portfolio construct and diversification 
strategies. The Board considers the following areas 
to be critical: 

Multi-jurisdictional 

Grit has a self-imposed soft concentration limit of 
25% per operational jurisdiction, to ring-fence the 

Company’s exposure to unforeseen events, be it 
economic, political or natural. 

Asset class diversification 

The real estate market on the continent is not yet 
deep enough to allow for sector specialisation.  

Since Grit’s mitigation strategy is predominantly 
focused on counterparty strength and lease tenure 
(apart from macro-economic qualifications), it will 
consider expansion into any asset class provided risk 
can be mitigated (as per recent sale-and-leaseback 
transactions with Mauritian leisure groups, where 
Grit assumes no direct hospitality risk). 

Counterparties 

Grit’s business model is based on counterparty 
strength.  This allows the Company to transact in 
hard currency, secure long-term leases and, in some 
instances, defer in-country operational risk to the 
listed parent company.  

For these reasons Grit positions itself as a strategic 
partner to key clients and regularly meets with 
international operational planning teams on their 
real estate needs and expansion strategies. 

Diversification through co-investors 

The ability to leverage on-the-ground expertise 
remains key to sustainability and growth in the 
Company’s operating markets. Valuable lessons have 
been learnt since its first acquisitions in 2014 and 
management have built a track record of retaining 
the vendor as either the asset manager/operator 
and/or co-investor in some of its key assets, 
providing shared risk and also a shared vision. 

Long lease terms 

Grit’s investment criteria prescribe a minimum 
remaining lease term without which Grit won’t 
consider an acquisition. This, together with the 
quality of the tenant, not only provides comfort 
around income streams but has a direct impact on 
cost of debt that can be spread over a longer-term. 
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July 2014 Acquired Anadarko Building (Mozambique) as first asset for US$ 32.5mn 

July 2014 Acquisition of Anfa Place Shopping Center (Morocco) for US$ 114.7mn (VAT inclusive) 

July 2014 Completion of inward listing on the JSE Limited’s ALT-X board as Delta International 

March 2015 Debut on Mauritius Stock Exchange (SEM) and migration from BSX 

April 2015 Introduction of the Public Investment Corporation as Anchor Shareholder in US$42.0mn capital raise 

April 2015 Acquisition of Hollard/KPMG (Mozambique) building for US$ 14.9mn 

May 2015 Acquired the Vodacom Building (Mozambique)  for US$ 49mn 

June 2015 Maiden issue of shares on the SEM 

August 2015 Acquisition of Zimpeto Square (Mozambique) for US$ 10.2mn 

November 2015 Delta Africa and Pivotal merger announcement and formation of Mara Delta 

December 2015 Acquired Kafubu Mall and Mukuba Mall (both Zambia) for a combined US$ 37.6mn 

February 2016 Acquisition of Barclays House (Mauritius) for US$ 13.6mn 

April 2016 Acquisition of Buffalo Mall (Kenya)  & Bollore Warehouse (Mozambique) for a combined US$ 14.8mn 

May 2016 Delta Africa officially becomes Mara Delta – the largest pan African income fund listed on the JSE and SEM 

December 2016 Leaseback acquisition of 44.4% stake in Beachcomber Hospitality Investments owner, of 3 luxury resorts in Mauritius for US$ 83.4mn 

March 2017 Acquisition of Mall de Tete (Mozambique) for US$ 24.2mn 

March 2017 Leaseback acquisition of Tamassa Resort (Mauritius) from Lux Resorts for US$ 40mn 

June 2017  Raised US$ 121.2mn via rights offer at issue price of US$1.40 per share, significantly increasing market cap and asset value to c.US$ 600mn 

June 2017 Acquisition of Cosmopolitan Mall (Zambia) for US$ 37.1mn 

July 2017 Shareholders approved Grit’s rebrand and name change, reflecting the Group’s current reality and future growth ambitions 

August 2017  Acquisition of Imperial Distribution Center (Kenya) for US$ 18mn 

November 2017  Completion of construction of Phase II of Anadarko Building (Mozambique) 

2014 

2015 

2016 

2017 

Acquisition of Assets Key Events 
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26% 

32% 
9% 

8% 

25% 

28% 

24% 
6% 

6% 

13% 

23% 
32% 

11% 

5% 3% 
11% 

7% 

6% 

25% 

2016 

SHAREHOLDER BASE 

*As at November 30th 2017 

Public Investment 
Corporation / Government 
Employees Pension Fund 

Others 

Delta Property 
Fund Ltd 

Eskom Pension & 
Provident Fund 

Drive in Trading 
Proprietary Ltd  

Management 
& Staff 

Redefine 
Properties Ltd 

2015 

2017* 

Stanlib 

Anchor shareholders: 

• Public Investment Corporation /            
Government Employees Pension Fund  32% 

• Delta Property Fund Ltd  11% 

• Drive in Trading Proprietary Ltd 11% 

• Management & Staff  7% 

• The Public Investment Corporation (PIC) is a South 
African quasi-public investment entity with over USD 137 
billion of assets under management. It is Africa’s largest 
asset manager and is responsible for investing the South 
African Government Employees Pension Fund (GEPF). 

• Delta Property Fund is a specialist, REIT-status approved 
property fund listed on the Johannesburg Stock Exchange 
since 2012.  The Fund provides investors with exposure to 
commercial assets with a predominant sovereign underpin. 

• Drive-in Trading is a black economic empowerment 
consortium from the Republic of South Africa. 

• Executive management holds a sizeable stake in the 
company on a no free carry basis, ensuring continued 
alignment and focus on current and future growth. 

29 
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DEPLOYMENT OF PROCEEDS FROM RIGHTS ISSUE  US$ M 

BHI Transaction (44.428% of three Beachcomber resorts) 28.7  

VDE Compound (final payment) 18.2  

Settlement of the equity revolving facilities 17.7  

Cosmopolitan Mall (final payment) 15.7  

Imperial Warehouse (final payment) 13.1  

Anadarko Phase II Construction 6.6  

Share Issue Expenses 4.6  

Investment in 6.25% of Letlole La Rona Limited 3.8  

Investment in Gateway Delta Development (initial investment) 2.0  

Total  Capital Deployed 110.5  

• In June 2016, Grit completed a US$ 121.2mn capital raise from 
investors by way of a rights issue.  The primary strategy behind 
the capital raise was to settle several pipeline acquisitions, 
retire some more expensive debt facilities and acquire a 
minority stake in a development company.  

• The capital raise was well supported by current shareholders 
and also allowed Grit to introduce new strategic shareholders 
to the Group.  The pipeline execution resulting from the 
introduction of fresh capital (see table) allowed Grit to nearly 
double its portfolio in size.   

• Grit raised this capital at an issue price of US$1.40 per share, 
representing a premium to the 30-day weighted average share 
price (on low volumes) and a 12% discount to net asset value. 

• This transaction represents a significant milestone in Grit’s 
growth path, as it allows considerable headroom for growth. 
Management is therefore convinced that future capital raises 
will be far less frequent, but larger in nature when it does occur. 

The Company has further capital commitments towards BHI of Euro 3.2 million (in November 
2017 following the completion of the additional 40 rooms at Victoria Beachcomber Resort 
and Spa) as well as towards Gateway Delta Development (see “Looking Ahead” section) 
based on capital calls following the execution of their seed projects. 
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• Whilst Grit’s liquidity was historically low, increasing interest in the stock has translated into marked improvements in the liquidity of Grit shares 

• A milestone on the liquidity front was Grit’s inclusion in the SEM-10 Index, which comprises the ten largest eligible shares of the Official Market of the SEM 
– measured in terms of average market capitalization, liquidity and investibility criteria. Since Grit’s name change in August 2017, daily volume traded for 
Grit shares improved to 43,620 on the JSE (+224% compared to H1 2017) and 23,487 on the SEM (+558% compared to H1 2017).  Grit shares now trade on 
average every other day on the SEM, and almost daily on the JSE.  

Initiatives to improve liquidity: 

• Index inclusion tracking: SEM 10, SA Listed Property Index (or SAPY) index (South 
Africa), South Africa new property indices (to be launched imminently), MSCI Frontier 
Markets IMI index, MSCI Emerging Frontier Markets (ex South Africa) IMI index 

• Cloud Atlas AMI Real Estate ex-South Africa ETF (potential weight of 20% for Grit) 

• Analyst coverage & reports 

• Local & international roadshows 

• Potential secondary listings 

• Market monitoring & intelligence: Reuters & Preqin 

• As liquidity begets liquidity, and given Grit’s growing market 

capitalisation, management are confident in Grit’s ability to enter the 

FTSE/JSE All Share Index - a prerequisite for inclusion in South African 

property indices - which will subsequently attract investment flows 

from tracker funds. In time, management foresees Grit qualifying for 

inclusion in globally renowned and tracked indices, such as the MSCI 

Emerging Frontier Markets Africa ex-SA, the S&P SA Composite 

Property Index and the S&P Africa Frontier Index.  
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Current 
Portfolio 

Cosmopolitan Mall (Zambia) 



STRICTLY PRIVATE & CONFIDENTIAL 

GEOGRAPHIC PRESENCE 

33 

MAURITIUS 
Barclays House 

Le Victoria Resort & Spa 
Le Mauricia Resort & Spa 

Le Canonnier Resort & Spa 
Tamassa Resort 

Current presence 

Approved prospective jurisdictions 

MOZAMBIQUE 
Anadarko Building 
Anadarko Phase II 

KPMG/Hollard Building 
Vodacom Building 

Mall de Tete 
Zimpeto Square 
Vale Compound 

Bollore Warehouse 

KENYA 
Buffalo Mall Naivasha 
Imperial Warehouse 

MOROCCO 
Anfa Place 

Shopping Centre 
Targeted jurisdictions 

ZAMBIA 
Kafubu Mall 

Mukuba Mall 
Cosmopolitan Mall 

The current portfolio is summarised as follows:  

• 19 properties in five countries with an additional 
one held for development 

• 211,976m² of gross lettable space (proportionate to 
ownership) 

• a vacancy rate of 3.7%, largely due to the impact of 
strategic vacancies during a major upgrade of Anfa 
Place Shopping Centre in Morocco; vacancies across 
the remaining assets remain negligible 

• a Weighted Average Lease Expiry of 7.0 years  

• a valuation of US$ 566.5mn (as at November 2017) 
earning an estimated yield of 8.2%  
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*Value presented proportional to ownership interest held 
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*Value presented proportional to ownership interest held 
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*Value presented proportional to ownership interest held 
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Managing the 
African Risk 

Imperial Warehouse (Kenya) 
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Within the next 5 years, Grit aims to become the leading real estate owner on the African continent outside of South Africa, 
focusing on income-producing assets with extremely strong counterparties, to ensure consistent growth of shareholder value 

• Grow portfolio based on quality hard currency long-term leases and strong counterparties 

• Focus on countries with existing/pending REIT structures 

• Develop and maintain strategic partnerships in existing jurisdictions that will secure and strengthen in-country resources 

Investment Strategy 

Grit seeks opportunities in high yielding properties in sound African 
jurisdictions which are anchored by high quality tenants. 

Existing locations:  

• Mauritius & Morocco (Investment grade countries) 

• Kenya, Mozambique & Zambia 

Approved prospective jurisdictions: 

• Botswana, Ghana & Rwanda  

Targeted jurisdictions: 

• Seychelles, Cape Verde & Senegal  

The above list is not exclusive and Grit will pursue opportunities in other 
African countries, especially where REIT legislation is being introduced, as 
long as they meet their investment criteria. 

Country Focus 

The criteria by which Grit determines the soundness of an African country 
for investment include, but are not limited to, the following: 

• Established in-country presence, partnerships and experience 

• Underpinned with hard currency based economies 

• Natural synergies with the European tourism and retail market 

• Strong urbanized and youthful middle class 

• Favorable policy reform 

• Stable government where political risk has been mitigated 

• Sustainable high growth rates 

• Acceptable GDP/spending power per capita 

• Strong inflow of FDI 

• Acceptable sovereign ratings and outlook by ratings agencies 

• Clear tax regimes 

• Ability to repatriate funds to Mauritius 
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Grit mitigates operational and other risks associated with African real estate investments through the following measures:  

• Pre-determined /approved selection of target jurisdictions, which satisfy key investment criteria1 Country Risk 

• Ensuring a comprehensive and up-to-date understanding of rules and regulations surrounding repatriation of funds 
• Maintaining robust relations with the Central Bank 

Repatriation risk  

• Prioritization of assets with US dollar or combined US dollar/Euro denominated leases 
• Prioritization of tenants with access to hard currency revenues from operations 

Currency risk 

• Prioritization of long-term leases with blue chip multinational tenants (i.e. strength of counterparty) 
• Hurdle limits in place for tenants who have signed binding lease agreements prior to property acquisition 

Tenancy risk 

• Detailed pre-investment assessment of the ease / cost necessary in ensuring the functional operation of the property 
• Selection of reputable, experienced in-country partners and property managers 

Operational risk 

• Defined diversification strategy, with limits in place on both a single investment and country level 2 Overexposure risk 

• Political Risk Insurance (PRI) cover taken out where necessary Political risk 

1 i.e. stable governance/political maturity, strong USD/FDI inflows, USD-based economies, high growth rates, acceptable sovereign ratings and outlook by ratings agencies, solid economic 
fundamentals, clear tax regimes 
2 i.e. target not more than 25% of the GAV of the Fund in any single investment; target not more than 50% of the GAV of the Fund in any single country 
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SECTOR TENANT1 
VACANCY 

(GLA) 
WALE  (main 

tenant) 
LEASE CURRENCY 

Office Blue-chip or multinational head lease Max. 5% Min. 5 years Hard currency1 

Retail Min. 70% A-grade tenants / nationals / anchors Max. 10% Min. 5 years Min. 70% hard currency2 

Light Industrial Blue-chip or multinational head lease Max. 5% Min. 5 years Hard currency1 

Residential Blue-chip or multinational head lease Max. 0% Min. 5 years Hard currency1 

Hospitality Blue-chip or multinational head lease Max. 0% Min. 10 years Hard currency1 

1 Or where the ability to hedge local currency can be done at minimal cost or currencies are officially pegged to the US Dollar or Euro 
2 Grit will minimise exposure to local trading currencies and mitigate the risk by only investing in centres with high trading densities and where USD 
income is prevalent e.g. expat communities 

• Grit considers key criteria such as: 
ability to conduct business in hard 
currency, repatriation of funds, 
political risk, currency risk, secure land 
tenure and debt raising ability in the 
first instance before proceeding further 
with any investment opportunity. 

• Investment opportunities are then 
assessed against Investment Guidelines 
as indicated in the table opposite. 

Offices  

• Must form part of a high growth office node 

• Leases and income referenced to USD or acceptable currency 

• Long term leases with acceptable counterparties 

• Minimal retail and residential components in the office buildings 

Retail Shopping Centres 

• Target strip malls, neighborhood centers, convenience centers, retail 
parks, etc. with strong anchor tenant 

• Leases and income referenced to USD or acceptable currency 

• Minimal letting risk to be taken and where possible, rental guarantees 
and/or  zero pricing for vacant space to be applied 

• Acceptable mixed-use developments with predictable income flow will be 
considered. 

Sector Guidelines 

Residential 

• Blue-chip or multinational head lease 

Light Industrial 

• Blue-chip or multinational head lease 

• Long term leases with acceptable counterparties 

• Must form part of a high growth light industrial node 

• Leases and income referenced to USD or acceptable currency 

Hospitality 

• Blue-chip or multinational head lease; 

• Sale and leaseback deal basis; 

• Assume no operational risk; 

• Minimum lease term of 10 years. 
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TERM DEFINITION 

GATE 1: COUNTRY CRITERIA 

Repatriation of funds The flow of funds from foreign territories into Mauritius and the associated conversion of foreign currency into US Dollars (if applicable) 

Political risk History of political unrest and the ability to change legislation that could affect any investment 

Currency Risk The risk of fluctuating local currency FX rates vs. the US Dollar (if applicable) 

Land Tenure The strength of title to land and legislation of ownership 

Debt The ability to raising or cost of debt. 

GATE 2: TARGET CRITERIA 

Sector Focus Commercial, retail, residential, industrial, hospitality, etc. 

Economic Forecasts A rating/synopses of the overall state of the country from an economic perspective  

Ease / Cost of Management The ease and cost necessary to ensure the functional operation/management of the property 

Economic Factors GDP, GDP Growth, GDP per capita, Currency Volatility, Key Exports, Extent of FDI, Consumer Price Index and Interest Rate trends 

Demographics The study of characteristics of a given population over time or space, including  factors such as the size, structure and distribution of populations as well as spending power 

Pipeline The existing collection of prospective investment opportunities and the ability to expand the Company’s portfolio once the Company has entered into the market 

Ownership Structure The extent of the respective ownership interests of the parties – expressed as a percentage shareholding 

GATE 3: FUNDAMENTAL CRITERIA 

Infrastructure Direct investment into site infrastructure (that alleviates in-country government expenditure) in exchange for tax rebates, deducted as a percentage of building costs over a period of time 

Road Access The ease with which end-users can access the property using existing tarred roads 

Total Cost The total purchase consideration payable, inclusive of VAT, determined in relation to the percentage of the asset to be held by the Company as a proportion of the asset’s fair market value 

Debt Required The amount of money that needs to be borrowed from a financial institution as a percentage of the total cost (including. VAT) 

Grit Equity Requirement The amount of money that needs to be provided internally as a percentage of the total cost (including VAT). 

Grit Risk Budget Amount An equity amount required to cover initial expenses to analyze a deal. These costs are at risk at the analysis stage as the deal is not yet guaranteed to conclude. 

Initial Property Yield  Net operating property income expressed as a percentage of purchase price/development cost 

Further Development Phases The potential future development of undeveloped portions of the property which comprise the broader master plan of the scheme 

Pre-Let Status vs. Condition The proportion of a property scheme let to tenants who have signed binding lease agreements prior to acquisition. Grit’s hurdle pre-let conditions are 60% (retail); 70% (other) of GLA.  

• All investment opportunities are subjected to three Investment Gates so as to establish their viability.  Each opportunity has to satisfy all criteria 
of each gate before it can proceed to the next. The Investment Gates, their respective criteria and associated definitions are summarized below: 
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KEY STRENGTHS KEY RISKS 

M
O

ZA
M

B
IQ

U
E 

• Low level of overall political risk 

• Strong economic growth performance over the past 10 years, while the outlook remains 
relatively robust 

• Abundance of natural resources, with vast potential in natural gas sector but also abundance 
of coal 

• High levels of foreign direct investment (FDI) inflows and economy expanding from low base 

• Fiscal revenues set to increase sharply due to updated tax laws and potential revenues from 
natural gas sector 

• Despite infrastructure gaps, Mozambique's transport routes and linkages can play a role in 
facilitating regional integration 

• Significant electricity generation capacity, helping it avoid regional power shortages 

• Solid political foothold of current president, with a better chance to ensure lasting peace 

• Adverse weather poses a risk to the agriculturally-based economy 

• Low level of FX reserves, exchange rate and repatriation risk 

• Government’s limited ability to repay imminent debt obligations and the enormous external 
debt burden 

• Withdrawal of financial aid from several international donor agencies following news of 
undisclosed debt 

• New terms on existing or future debt obligations likely to be onerous and stringent  

• Financial markets are relatively underdeveloped 

• Infrastructure deficit to hamper the exploitation of Mozambique’s natural riches and 
increase cost of doing business 

• Low level of education and high rate of HIV/AIDS that reduce effectiveness of the workforce 

• Fragile state and perception around corruption 

ZA
M

B
IA

 

• Relatively stable security environment 

• Positive sentiments in the financial markets as evidenced by increased foreign investor 
participation in the government securities market 

• Government policy includes investment in infrastructural development, which will foster 
regional integration and improve cross-border trades 

• The government has shown willingness to compromise over issues such as mining royalties 

• Large metals reserves, with copper as the main commodity, but also deposits of iron ore, 
coal, uranium and manganese 

• Growing middle class 

• Uncertainty caused by policy reviews and reversal of previous business agreements, 
especially in mining sector 

• Operational challenges (e.g. power-rationing given dependence of hydropower production) 

• Near-term growth prospects of Zambian economy remain precarious due to heavy 
dependence of the mining sector and slow copper prices recovery 

• Weather related risk to hydropower generation and agricultural output 

• Arrear payments, particularly around road infrastructure projects, contributed to fiscal 
deficits, along with factors such as fuel subsidies and emergency electricity imports 

• Delayed fiscal adjustment continues to crowd out private sector credit and entrench 
unsustainable debt situation 

• Before any individual deal can move through the latter stages of the investment process, the appropriate jurisdiction must first be approved (Gate 1).  
Jurisdictions may be pre-approved, or the process may begin as a result of a particular opportunity being identified by the Grit investment team.   

• Gate 1 incorporates Country Risk, Repatriation Risk and Currency Risk, but the process is consolidated under a Country Risk Assessment. 

• Country Risk Assessments for all approved jurisdictions are regularly reviewed and updated.  As examples, below are summaries of the latest risk assessments 
for two countries in which Grit are currently present.  In Appendix A, we present the latest Country Risk Assessments for all existing jurisdictions and also 
benchmark these against two independent sources (being Business Monitor International, a Fitch Group company, and Euler Hermes, a global credit insurer). 
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DEAL INTRO Initial screening 
Deal forum 

Exco 

Initiate deal 
Info request 
Desktop DD 

Model 

Deal forum 
Exco 

Debt term sheet 
Complete initial DD 

Prepare IC paper 

Debt tender 
Initial due diligence 

Legal prep 

Finalize Terms 
Period of exclusivity 

Negotiations 
Includes site visit 

Prepare & send offer 
Non-binding 

Exco sign-off  

IC paper approval 
Exco 

IC approval 

IC follow ups 
Full due diligence 

Progress legals 

Capital 
Loan agreements 

Security documents 

Resolutions (debt) 

Regulatory 
SENS & CAT1/CAT2 

SPV incorporation 
DD sign-off meeting 

Finalise legals 

Pre-closing meeting Closing 

Handover 
From Deal team to Ops 
and Asset Management  

team 

POST-MORTEM 
6 months post-

closing 

Initial Screening 
After identifying an opportunity, the acquisition team will do 
an initial screening to evaluate the proposed transaction in 
terms of investment parameters and the Company’s 
appetite to enter into the transaction before a detailed 
analysis is performed.  
  
Deal Forum 
After the initial screening process is complete, a deal forum 
paper (executive  summary) will be presented to senior 
management (Exco) for approval.  If approved, and assuming 
a Country Risk Assessment  has already been completed and 
approved, the deal process begins in earnest (see diagram). 
  
Investment Committee (IC) 
Following approval by Exco, a more detailed position paper 
addressing all risk and return considerations will then be 
presented to the Investment Committee.  After IC approval, 
the standard due diligence and legal process will then be 
conducted by the deal team. 
  
Post-Investment Committee 
If during full due diligence the parameters of a transaction 
previously presented to IC have changed significantly, the IC 
will be updated accordingly and further approvals sought if 
necessary. 
 
Post-Mortem 
Six months post-closing, a thorough review of the deal 
against original investment parameters and expectations is 
performed by the deal, ops and asset management teams. 
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In order to further mitigate risk, the following deal parameters are in place 
across the organization, and are regularly reviewed and enforced by the 
Company’s Risk Committee (see Operations section). 

Investment Horizon 

Due to the points below, Grit holds and does not trade assets as a strategy; 

• the Company is an Income Return company; 
• the developing nature of the focus/strategic countries; 
• the time and cost required to secure and implement deals; and 
• the undersupply of quality real estate assets on the African continent. 

Trading of assets will only be considered on an exceptional basis and must be 
escalated to board level.  

 Gearing 

At Group level, the target LTV ratio is 50% or lower.  

Lenders 

International and local investment grade banks are targeted for US dollar and 
Euro denominated debt funding. 

Key considerations are given to the bank’s ability to provide:  

• availability and liquidity in terms of US dollar and Euro funding through 
the term of the loan; 

• no cross-default provisions to apply to other facilities; 
• minimum term of 3 years; 
• Interest only facilities; and  
• general acceptable debt funding terms and conditions when it comes to 

default provisions. 

Interest rate risk is mitigated by fixing an absolute minimum of 50% of total 
debt service charges; however, the optimal target is 70% depending on the 
current interest rate environment at time of funding. 

Diversification 

As a guideline, the Company should not hold (i) more than 25% of the GAV of 
the Fund in any single investment and (ii) not more than 50% of the GAV of 
the Fund in any single country.  Once the Company’s GAV approaches $1bn, 
the single country limitation will be reduced to 25%.  

Currency  

Grit targets hard currency leases or leases in local currency (“LC”) at hard 
currency equivalent referenced/spot rates.  For LC leases, hedging costs must 
be minimal and reflected in the purchase price. 

The below is required on all leases:  

• Leases must be payable in hard currency or the LC equivalent of the hard 
currency (at reference/spot rate); 

• Where possible, foreign currency risk must be passed to the tenant. 

A risk exists where tenants are exposed to FX risk by paying their rental in 
hard currency while receiving income in local currency – local currency 
depreciation could result in tenant failure. As such, anchor and national 
tenants are required to have access to hard currency across their operations 
or access to hard currency funds. 

 Political Risk 

Consideration is given to doing business in countries where political risk 
exists (including acts of terrorism). See next page for more details.   
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The Group takes out Political Risk Insurance (“PRI”) to cover the Group in the event of any potential Currency Inconvertibility and/or Non-Transfer (i.e. 
Exchange Transfer) limitations.  This PRI policy (“the Policy”) has been set up to ensure that the flow of funds in and out of a country are guarded against 
any currency shortages in-country or a currency moratorium by any national government leading to issues surrounding debt or dividend payments.   

The Group’s current Policy covers all jurisdictions where funds are not repatriated on a monthly basis, currently Morocco and 
Mozambique, which management deem appropriate.   

The exact mechanics of the Policy are detailed in the complete Policy Agreement, full details of which can be made available on request.   

However, in summary, in the event of Currency Inconvertibility and/or Non-Transfer arising in any insured country, then the Policy 
Agreement insures the Company for 90% of the total loss suffered as a result of such event (following a 180 day waiting period). 

According to the Policy :  

“…Currency Inconvertibility and/or Non-Transfer means: 

a) any action or series of actions by the Government or the exchange control authority of the Host Country that prevents the Insured or 
the Foreign Enterprise(s) from directly or indirectly: 

i. legally converting local currency received by or held for the account of the Insured or the Foreign Enterprise(s) into Policy 
Currency, including the denial of such conversion in an exchange rate category at least as favourable as the category applicable to 
determine the Reference Rate of Exchange; or 

ii. legally transferring outside of the Host Country the amount of Policy Currency received by or held for the account of the Insured or 
the Foreign Enterprise(s); or 

b) failure by the Government (or by entities authorised under the laws of the Host Country to operate in the foreign exchange markets) 
to effect such conversion and/or transfer the funds on behalf of the Insured or the Foreign Enterprise(s)…” 

Also according to the Policy, below is a summary of the primary exclusions that could lead to a claim payment being denied (again, full 
details can be available on request): 

- Any event caused as a result of a Nuclear, Chemical or Biological event 

- Unlawful or criminal acts by the Insured including non-compliance with the laws of the host country.  

- An event that is caused by outbreak of war between People’s Republic of China, France, United Kingdom, the Russian Federation and 
the United States of America. 

- Breach of policy terms and conditions 
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Grit focuses on strength of the counterparty.   Leases are agreed with 
blue-chip or multinational tenants in office, retail, logistics and 
corporate accommodations as well as blue-chip holiday resort operators 

Sector Tenant Criteria 

Office Blue-chip or multinational head lease 

Retail Min. 70% A-grade tenants / nationals / anchors 

Other Blue-chip or multinational head lease 

74% 

21% 

5% 

A-grade tenants B-grade tenants C-grade tenants

Tenancy grading (per JSE reporting criteria) 
A–grade: Large national tenants, large listed tenants, major 
franchisees 
B–grade: National tenants, listed tenants, franchisees, medium 
to large professional firms 
C–grade: Smaller retail tenants 

In line with its focus on counterparty strength, Grit has a blue-chip tenant base 
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Many African economies remain vulnerable to external shocks, political whims, security risks, acts of nature and, despite progress in recent years, are still in an 
infancy stage of development. Yet, Grit’s portfolio of assets has shown exceptional resilience, a prime example being its Mozambique assets, where key tenants 
are extending leases and have requested expansion projects.    

Grit’s average weighted lease term remains one of the longest in the listed sector, which gives reassurance as to its ability 
to sustain income distribution.   Also, occupancy rates across the portfolio are a healthy 96%.    

This all bears testimony not only to the robustness of Grit’s investment criteria and processes, but also the ability of its 
Asset Management team to ‘sweat the assets’.  

Grit’s investment gateways prescribe a minimum remaining lease term without which management won’t consider an 
acquisition.  This together with the quality of the tenant not only provides see-through and comfort around income 
streams but has a direct impact on the cost of debt that can be spread over a longer-term. 

Combined Weighted Average Lease Expiry (“WALE”) increased from 5.8 years to 6.4 years during FY 2017.  Furthermore, 
following the transfers of the Imperial and BHI  transactions in August 2017, WALE increased further to 7.8 years. 

AFRICA EXPANSION PROJECTS 

The Asset Management team are 
also constantly assessing 

opportunities for further expansion 
of the undeveloped portions of a 
property, with the following asset 

expansion programs in process 

Imperial Distribution Phase II (Kenya) 

Estimated Cost: US$ 11.9 M 
Property Yield:  
Total GLA: 13,560 m² 
Average Rent per m² /month: US$ 8.11  
Completion Date: Nov 2018 (est) 

Anfa Place Expansion (Morocco) 

Estimated Cost: US$ 36.3 M 
Project Yield (post completion): 12.44% 
Additional GLA: 2,285 m² 
Average Rent per m² /month: US$ 27.60 
Completion Date: Nov 2019 (est) 

Anadarko Phase II (Mozambique) 

Estimated Cost: US$ 17.4 M 
Property Yield: 9.1% 
Total GLA: 3,861 m² 
Average Rent per m² /month: US$ 34.19 
Completion Date: November 2017 

Although WALE increased substantially 
as a result of the new acquisitions, the 
continuing asset management of the 
existing portfolio has also borne fruit 
with the finalisation of a number of 
lease renewal, most notably the 
Vodacom and KPMG leases in 
Mozambique (both with 10-year 
renewals negotiated).  

As a result, during FY 2017 WALE on 
the existing portfolio alone increased 
from 5.8 years the year before to 6.1 
years as at 30 June 2017 (see chart). 

Aggregate WALE 
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• The directors recognise the need to conduct the 
enterprise with integrity and in accordance with generally 
acceptable corporate practices.  This includes timely, 
relevant and meaningful reporting to shareholders and 
other stakeholders, providing a proper and objective 
perspective of the Company and its activities. 

• The directors have, accordingly, established mechanisms 
and policies appropriate to the Company’s business in 
keeping with its commitment to complying with best 
practices in corporate governance.  The board will review 
these from time to time.  

• The directors recognise that creating wealth and 
delivering value to all stakeholders are prerequisites for 
sustainability of the business as a going concern.  Grit is 
committed to reporting openly on the key issues affecting 
the Company’s operations, its corporate governance 
practices and any other information which may have a 
material effect on the decisions of stakeholders. 

• The directors are cognisant that stakeholder perception 
may have an impact on the reputation of the Company 
and, as such, the board, as the ultimate custodian of 
corporate reputation and stakeholder relationships, 
considers a blend of shareholder and stakeholder 
interests in the context of its overarching duty to act in 
the best interests of the Company.   

• Management engages with analysts and shareholders on 
a regular basis to ascertain expectations and perceptions 
of the Company. 

SHAREHOLDERS AND INVESTMENT ANALYSTS 
 Annual General Meetings 
 Annual and interim reports 
 Results presentations 
 Continuous one-on-one meetings with 

investors and analysts 
 Investor roadshows 
 Media announcements 
 SENS 
 Website updates 
 Compliant and transparent reporting 
 Integrated Report 

 
TENANTS 
 Regular site visits 
 Formal communication via email and letters 
 Strategic discussions at management level 
 Independent market research 
 Early renewals 

 
EMPLOYEES 
 Performance and development reviews 
 Direct and regular communication 
 Open door policy by executive management 
 Formalised HR department 

 
GOVERNMENTS AND REGULATORS 
 Regular contact with the SEM and the JSE 
 Interaction with FSC Mauritius 

 Meetings with country Central Banks 
 Detailed review of policies 

 
FINANCIERS 
 Multi-bank approach 
 Cash flow and solvency forecasts 
 Report to financial stakeholders 
 Monitoring of key financial ratios and 

covenants 
 Site visits 
 Ongoing negotiations with bankers / financiers 

to secure better rates and conditions 
 Consideration of alternative sources of capital 

by the board and corporate advisors 
 Debt markets 
 Financier roadshows 

 
SUPPLIERS AND SERVICE PROVIDERS 
 Supplier performance is monitored regularly 
 Tenders are awarded based on price and 

quality 
 Formal communication 

 
MEDIA 
 Web broadcasts 
 Press releases 
 Television interviews 
 One-on-one meetings 
 Press engagements 
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• Grit measures its performance not only in the form of shareholder returns, but is cognisant of its responsibility towards all stakeholders as 
encapsulated in the six capitals of value adopted by the International Reporting Council. 

• Furthermore, the Company recognises that implementing sustainability measures and reporting structures is a progressive approach where each 
year builds on the last. 

• Towards this end, management have defined the capitals that comprise Grit’s value chain as well as its impact and objectives as follows: 

CAPITAL DEFINITION IMPACT OBJECTIVE 

Financial Our ability to create a consistent yield and 
total return growth 

Offering an attractive alternative investment 
option to investors; create employment 

US$ target yield of more than 8% per annum 
and total return of 12% 

Manufactured Our buildings tenanted by blue-chip 
institutions 

Generation of high-quality and 
consistent income streams 

Ability to achieve US Dollar distributions and 
mitigate against country risk 

Human Our people Attract and retain the skills required to grow 
the business 

Provide a career path where staff can grow 
and add value to the Business 

Social and relationship Our relationship with the communities where 
we operate and business partners 

Collaborative initiatives with business partners 
and communities lead to win-win situations 
and growth 

Enhance the growth and sustainability of the 
Group through collaborative initiatives and 
re-investment 

Natural The environment in which we operate Greenhouse gasses, waste, water resources Sustained focus on reducing Grit’s carbon 
footprint through the use of greener energy 
and waste and water recycling where possible 

Intellectual Our approach to deal-making and structuring, 
supported by our new brand 

Ability to conclude yield-enhancing 
transactions; building a reputation in the 
market 

Consistent growth in distributions, growth 
opportunities for staff; attracting deals and 
staff 
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OVERVIEW 

• Dual primary listing on the SEM and JSE  

• Compliance with the Code of Corporate Governance of Mauritius 
and the King Code on Corporate Governance for South Africa  

• Independent non-executive chairperson / lead independent director 

• Majority non-executive directors appointed to the board 

• Independent board sub-committees: 

- Investment Committee 
- Audit Committee 
- Risk Committee  
- Remuneration and Nomination Committee 
- Social and Ethics Committee (under formation) 

BOARD OF DIRECTORS 

• Currently eight members on the Board (three independent non-executives, three 
non-executives and two executive directors) 

• Chairman should be an independent non-executive director (or, in the event the 
Chairman does not qualify as independent or if conflicted, the Board must 
appoint a lead independent non‐executive director) 

• At least two executive directors must be present on the Board 

INVESTMENT COMMITTEE (IC) 

• Currently five members on the Investment Committee (minimum of three) 

• Majority should be non-executive and independent (CEO is only executive 
member at present, with two independent and two non-executive) 

• Chairman of the Board cannot be a member of IC 

• Meetings held as circumstances dictate 

• Can invite other relevant experts to attend meetings 

• In addition to approving new investment opportunities, the IC is responsible for 
monitoring the performance of invested funds and ensuring that all approved 
investments are made in accordance with the Company’s Investment Policies 

RISK COMMITTEE 

• Provides support to the Board on the risk appetite and risk management of the 
Company; in fulfilling its function, the Committee has oversight responsibility for 
financial reporting risks, internal financial controls, fraud risks and IT risks  

• Must comprise a minimum of two directors, with the majority being non-
executive and independent (currently one independent and one non-executive) 

• One member of the Risk Committee must be a member of the Audit Committee 

• The CFO must be present by invitation 

GOVERNANCE FRAMEWORK 

• The board seeks to maintain strong corporate governance structures and 
processes by working within a clearly defined governance framework which 
enables the delivery of sustainable growth to all stakeholders.  

• The governance framework has established a board sub-committee structure 
that supports and assists the board and its directors in discharging their duties 
through a more comprehensive evaluation of specific issues, followed by well-
considered recommendations to the board.  

• The board delegates authority to the Executive Committee (“Exco”), via the CEO, 
to manage the business and affairs of the Group.  Exco is responsible for ensuring 
that board decisions are effectively implemented in line with its mandates. 
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Sandile Nomvete 

Executive Chairman 

Appointed: August 2014 

Sandile is the founder and Chief Executive Officer of Delta Property Fund, a REIT listed on the JSE with a portfolio of assets valued at 
R11.8 billion. At listing, Delta Property Fund comprised of assets to the value of R2.1 billion.  Sandile co-founded Motseng Investment 
Holdings which eventually became the empowerment partner to Marriot Property Group.  A series of mergers and acquisitions within 
the sector allowed Motseng to become the largest 100% black-owned property management company in South Africa. 

Sandile serves as a director on a number of other listed entities, including KAP Limited. He has nearly a two decades’ experience in 
executive and non-executive positions.  He is a graduate of the Property Development Programme from the University of Cape town 
Graduate School of Business and holds an Executive Development Programme and Finance for non-financial managers Diploma from 
the University of Witwatersrand Graduate School of Business. 

Peter Todd 

Lead Independent 
Director 

Appointed: August 2014 

Peter qualified as an attorney and then became a senior tax manager at Arthur Anderson and Associates in Johannesburg. He joined 
TWS Rubin Ferguson in 1993 as a tax partner and was instrumental in listing several companies on the JSE.  

In 2000, Peter set up Osiris International Trustees Limited in the British Virgin Islands (“BVI”) to provide international trust and 
corporate administrative services to global clients, as well as Drake Fund Advisors which sets up and administers hedge funds in the 
BVI and Cayman Islands.  He was a non-executive director of Redefine International Limited from initial listing for some 9 years and 
has otherwise been involved in the property industry for many years. 

Chandra Gujadhur 

Independent Non-
Executive Director 

Appointed: March 2015 

Chandra is the Chairman and co-founder of Apex Fund Services (Mauritius) Limited. He is also a member of the Institute of Chartered 
Accountants in England and Wales and an associate member of the Society of Trust and Estate Practitioners, has long standing 
experience in the auditing of offshore funds, fund structuring and tax planning. He was previously a member of the Accounting and 
Auditing task team of the Corporate Governance Committee of Mauritius and the Chairman and member of the Consultative Sub-
Committee on the drawing up of the New Listing Rules of the Stock Exchange of Mauritius. 

He retired as a senior partner with Deloitte at the end of September 2006, after 18 years, to assume the responsibility of Managing 
Director at Apex Mauritius. As a board member of numerous India-focused funds and companies he has gained extensive experience 
and knowledge on key industries in India and its principal capital markets. 

Ian Macleod 

Independent Non-
Executive Director 

Appointed: July 2015 

Ian holds a BCom (Honours) in Real Estate Investment, Valuation and Development and has over 41 years of experience with financial 
institutions, including Standard Bank of South Africa and Nedbank with a specific focus on Real Estate Credit Risk.  

He has extensive knowledge of the real estate sector’s key role players, business sector and geographic nodes. Ian has managed 
portfolios in excess of R40 billion during changing economic cycles and managing problematic properties in economic downturns. It is 
Ian’s expertise and knowledge that have seen him previously hold the position of Head of Credit for Real Estate. 
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Matshepo More 

Non-Executive 
Director 
Appointed: February 2017 

Matshepo is Chief Financial Officer of South Africa’s largest asset management firm, the Public Investment Corporation (PIC).  A 
qualified Chartered Accountant (CA), Matshepo has solid financial experience in the asset management industry and property sector. 
As CFO, she is responsible for providing leadership to ensure PIC’s financial objectives are met, which includes a property portfolio 
valued at R40 billion. Before appointed CFO, Matshepo was a Senior Manager for PIC Real Estate Asset Managers, now PIC Properties, 
where her responsibilities included budgeting for and monitoring financial sustainability of the Properties business. 

Matshepo is a member of the Boards of PIC, Industrial Development Corporation and Independent Regulatory Board for Auditors and 
is an affiliate of South African Institute of Chartered Accountants (SAICA) and Advancement of Black Accountants in Southern Africa.  
She previously worked for the multinational auditing firm, Deloitte and holds a Bachelor of Business Science (Finance Honours, CA 
option) and Bachelor of Commerce in Accounting Honours (CTA). 

Catherine McIlraith 

Independent Non-
Executive Director 
Appointed: November 2017 

Catherine is a Mauritian citizen and holds a Bachelor of Accountancy degree from the University of the Witwatersrand, Johannesburg, 
South Africa and has been a member of the South African Institute of Chartered Accountants since 1992. She served her Articles at 
Ernst & Young in Johannesburg before joining the Investment Banking industry and has since held senior positions in corporate and 
specialized finance for Ridge Corporate Finance, BoE NatWest and BoE Merchant Bank in Johannesburg. She returned to Mauritius in 
2004 to join Investec Bank where she was Head of Banking until 2010.  

She has been an independent non-executive director and a member of various committees for several public and private companies 
in Mauritius including AfrAsia Bank Limited, Les Gaz Industriels Limited and The Mauritius Development Investment Trust Co Limited.  
She has also been a member of the Financial Reporting Council (FRC). Her current board memberships as an independent non-
executive director are CIEL Limited, Anchor Capital (Mauritius) Limited and Astoria Investments Limited. Catherine is a Fellow 
Member of the Mauritius Institute of Directors. 

Nomfundo Nomkosi 
Nomzamo Radebe 

Non-Executive 
Director 
Appointed: November 2017 

Nomzamo is the CEO of JHI Properties, one of South Africa’s leading property services companies. Her personal affiliations include the 
South African Institute of Chartered Accountants, and memberships of the Institute of Directors of Southern Africa, South African 
Property Owners Association, South African Council of Shopping Centres and Women's Property Network.  She is a former Chief 
Investment Officer of Pareto Limited, a well-established property company and a leader in the retail property industry in South Africa. 

Prior to joining Pareto, Nomzamo worked in the National Treasury’s Asset and Liability Unit (within the Asset Management division) 
where her responsibilities included monitoring the financial performance of State-Owned Enterprises (SOEs), facilitation of the 
government’s restructuring initiatives for SOEs and the promulgation of the Auditing Profession Act. Between 2001 and 2004 she 
worked in the Sasol Group treasury unit as a Treasury Operations Manager, playing an important role in managing the company’s 
treasury risks and developing treasury management systems. She completed her articles with KPMG Inc. 
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The Board is completed with the inclusion of two Executive Directors, Chief Executive Officer Bronwyn Corbett and Group CFO Leon van de Moortelle (see next page).  
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Bronwyn Corbett 

Chief Executive Officer 
/ Executive Director 
B.Comm (Acc) (Univ. of 
Natal, PMB), CA(SA) 

Bronwyn is the Chief Executive Officer of Grit Real Estate Income Group Limited, the largest pan African focused real 
estate fund listed on the Johannesburg Stock Exchange and Stock Exchange of Mauritius.  

Bronwyn has over ten years’ experience in the real estate investment sector.  She worked in an investment real estate 
business for 4 years as Financial Director before joining Motseng Investment Holdings in 2009 as CFO.  When Bronwyn 
joined Motseng they had no direct real estate investment; however, Bronwyn led the team that took the real estate 
portfolio to R2 billion in 3 years. Bronwyn and the CEO listed the portfolio on the JSE, as Delta Property Fund and held 
the position of COO and CIO. She was part of the executive team that grew the portfolio to R12 billion in 4 years and 
converted the structure to a REIT.  In 2014, Bronwyn co-founded Delta International Property Holdings, now rebranded 
as Grit Real Estate Income Group, and was appointed as CEO. Bronwyn remains a non-executive director on the Delta 
Property Fund board. Bronwyn has been recognised for her various achievements and has been awarded by the South 
African Institute of Chartered Accountants as the “Top CA (SA) Under 35”. She has also received a special recognition 
award by Woman in Property. In 2017, Bronwyn was rewarded for her work in the CEO Africa Awards 2017.  

Leon van de Moortele 

Chief Finance Officer / 
Executive Director 
BCompt (Hons), CA(SA) 

Leon joined Grit in April 2015, as CFO, where he has utilised his tax structuring knowledge and experience in operating 
in Africa to expand the asset base of the group.  After completing articles with PwC, Leon moved to the Global Risk 
Management Services within PwC, where he become the Senior Manager in charge of Data Management. In 2004, he 
moved to Solenta Aviation where he became Group Finance Director within 18 months. During his tenure as Group 
Finance Director, the group expanded from 12 aircraft to 48 aircraft, operating in 8 African countries (including South 
Africa, Mozambique, Algeria, Ghana, Gabon, Kenya, Tanzania and Cote d’Ivoire). He joined Grit in April 2015, as CFO, 
where he has continued to utilise his tax structuring knowledge and experience in operating in Africa to expand the 
asset base of the group. 

Greg Pearson 

Business Development 
Director 
MCMI, Elec Eng. 

A graduate of Kingston University, London, Greg studied Business Management and Project Management and is 
registered with the Chartered Management Institute. Greg was formerly an executive with AECOM, a global provider of 
Design, Development, Engineering and construction services having had the responsibility of expanding the footprint 
for the ‘Rest of Africa’ business from 2006 (outside of South Africa). He gained his basic training and experience in 
London working mostly on commercial, retail and residential mixed use projects. Greg’s expertise includes 
development management, cost planning, procurement, time management and traditional project management of 
major engineering and building projects. His market sector knowledge includes: office, retail, Leisure, education and 
healthcare schemes and he has experience in over 40 African countries.  

EXECUTIVE TEAM 
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Heidi Rix 

Chief Operational 
Officer 

B.Comm LLB 

Heidi joined Grit as Chief Operating Officer in May 2016. Heidi has 19 years’ commercial and real estate experience and 
is an admitted attorney holding BComm and LLB degrees in addition to specialised real estate sector qualifications.  
Heidi joined Grit from Broll Property Group where she was a Group Director and Managing Director of their Investor 
Services Division.  In this capacity, Heidi was responsible for the Asset Management, Property Management and Retail 
Leasing businesses.  Her expertise include asset management, investment management, portfolio management, 
portfolio and management structures and performance management, lease management models, value optimisation 
of property assets, property acquisitions and disposals, real estate development projects (Greenfield opportunities), 
redevelopment/refurbishment projects (Brownfield opportunities) and portfolio analysis and due diligence.  

Prior to joining Broll, Heidi successfully managed her own property investment consulting business for over two years 
and held previous positions in the industry as a director for Atterbury Asset Managers as well as General Manager for 
RMB Properties (Pty) Ltd (now known as Eris Property Group). 

Moira van der 
Westhuizen 

Chief Integration 
Officer 

B.Comm (Hons), CA(SA) 

Moira joined Grit in May 2016 as the Chief Integration Officer. She holds a B Com (Honours) degree from the University 
of South Africa and is a qualified Chartered Accountant with more than two decades’ experience in auditing, finance 
and business, including managing her own practice before partnering with an audit and accounting practice in 2005. In 
2008 Moira relocated to Mauritius where she worked for Investec Bank and later the CCI Group as Group Financial 
Controller before joining Grit.  As CIO, Moira oversees the co-ordination of all interacting systems within the Group and 
its extended environments, ensuring the business is internally and externally coherent and congruent.  This is achieved 
through the effective integration of all business systems and processes with other stakeholders, including corporate 
partners and statutory bodies.  Moira is responsible for making recommendations to the social and ethics committee, a 
sub-committee of the board, on all matters related to Grit’s corporate social investment (CSI) programme. 

Jaco van Zyl 

Deputy Chief Financial 
Officer 

BCompt (Hons), 

BCom, CA(SA) 

Jaco holds a BCom Degree in Accounting from the North-West University, a BCompt Honours Degree in Accounting and 
Finance from the University of South Africa and is a qualified Chartered Accountant.  

After completing his articles at Randburg in June 2009, Jaco joined Federal Airlines as Financial Manager and ultimately 
assumed responsibility of the full finance function.  In January 2012, he joined JSE-listed Sentula Mining’s exploration 
drilling division Geosearch as Finance Manager, becoming Chief Financial Officer in June 2014, at which point he 
assumed responsibility for the full financial function of the Geosearch group. 

Jaco joined Grit as Deputy Chief Financial Officer in February 2016. 

EXECUTIVE TEAM 
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Financial & 
Operating 

Performance 

Mall de Tete (Mozambique) 
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USD million GROUP 

30-SEP-17* 30-JUN-17 30-JUN-16 30-JUN-15 

Assets     

Non-current assets     

Investment property 380.2 351.8  248.5  210.3 

Investments in associates 145.2 89.0  45.9  0.0 

Investment in listed shares 3.8 0.0 0.0 0.0 

Loans receivable 40.6 66.7  -  0.0 

Other non-current assets 27.1 26.5 13.5  0.3 

Total non-current assets 596.9 534.1  308.0  210.6 

Total current assets 39.9 51.0  35.9  25.3 

Total assets 636.8 585.2  343.8  236.0 

Equity and liabilities      

Shareholders’ equity 

Share capital 320.0 320.0  172.0  127.9 

Foreign currency reserve 1.1 1.1  0.0  (0.8) 

Antecedent dividend reserve 0.0 1.3  0.6  0.0 

Retained (loss)/income (2.3) (7.6)                   (9.3)  (2.8) 

Total shareholders’ equity 318.8 314.7  163.4  124.3 

Liabilities      

Non-current liabilities                                                          

Preference shares 12.8 12.8  -  - 

Interest-bearing borrowings 235.4 187.4  127.1  10.5 

Other non-current liabilities 1.1 1.1 0.8  0.8 

Total non-current liabilities 249.3 201.4  127.9  11.3 

Total current liabilities 68.7 69.1  52.6  100.3 

Total liabilities 318.0 270.4  180.5  111.6 

Total equity and liabilities 636.8 585.2  343.8  236.0 

NAV per share  
(US$ cps) 

30-Sep-2017: 152.9 

30-Jun-2017: 150.9 

30-Jun-2016: 163.3 

30-Jun-2015: 168.9 

Composition of Total Property  
Asset Value (USD million) 

30-Sep 
2017 

30-Jun 
2017 

30-Jun 
2016 

30-Jun 
2015 

Existing assets under Property 
Investments 

337.2  312.1  240.5 210.4 

Interest bearing deposits under 
Property Investments 

25.4 24.4  8.6 0 

Building under construction under 
Property Investments 

17.7 15.3  0.0 0.0 

Property value included under 
Investment in Associates 

174.3 92.7  46.4 0 

Property investment under 
intangibles (right of use of land) 

0.6 0.6  0.6 0.0 

Property investment under loans 
receivable 

40.6 66.7  0.0 0.0 

Investment in listed shares: 
Available-for-sale  

3.8 0.0 0.0 0.0 

TOTAL PROPERTY-RELATED ASSETS 599.6 511.7 296.1 210.4 

Loan to Value 

30-Sep-2017: 48.6% 

30-Jun-2017: 41.6% 

30-Jun-2016: 48.9% 

30-Jun-2015: 48.3%   

Composition Of Property Investment Value 

*Unaudited 
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• The US$ 121mn rights issue in June 2017 – issued at a 14% discount to NAV per share -  inevitability had a diluting effect on NAV per share.  This, 
in addition to a clean out dividend paid just prior to the rights issue, led to a 7.6% drop in NAV per share during FY2017 (first chart). 

• However, ignoring the impact of this rights’ dilution, NAV per share grew 2.2% during FY2017 after all dividend distributions (second chart). 
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Debt Currency Exposure Investment Currency Exposure 

Debt Expiry Profile as at June 30th 2017 (US$ ‘000s) 

Grit adopts a multi-bank strategy with new relationships formed in 2017 with Bank of China, State Bank of Mauritius, Nedbank and Barclays 

Debt by Financier 
2017: US$ 237.4M 
2016: US$ 163.6M 

• Debt is matched to the underlying cash flows of the assets – an 
increase in Euro-based assets in 2017 resulted in an increase in 
the portion of debt transactions concluded in Euros. 

• With the inclusion of many Euro-based loans in 2017, the 
Company continued to reduce the weighted average cost of 
debt, despite an  increase in the USD three-month LIBOR. 

Weighted Average Cost of Debt 
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USD million Q1 2018* FY 2017 FY 2016 FY 2015 

Rental Income 7.4 24.3  20.9  13.9 

Share in profit from associates 2.8 5.2  3.2  - 

Operating expenses (1.4) (7.2) (5.8) (3.5) 

Other Income 0.8 3.3  2.9  0.4 

Admin Expenses (1.5) (5.6) (3.9) (1.7) 

Interest Income 1.2  2.0  0.2  0.7 

Interest Expense (4.0) (11.0) (9.7) (4.0) 

Realised Exchange Gains (0.0) 2.0  3.5  0.6 

Current Tax (0.0) (0.0) (1.5) - 

Antecedant Dividend 0.0 2.2  0.6  - 

Profits (retained)/released 0.0 (0.2) 0.1  - 

DISTRIBUTABLE INCOME 5.3 15.1 10.6 6.4 

Property Cost to 
Income 

Q1 2018*: 19.0% 

FY 2017: 27.5% 

FY 2016: 25.9% 

FY 2015: 24.9% 

Admin Cost to Asset 
Value 

Q1 2018*: 1.0% 

FY 2017: 1.1% 

FY 2016: 1.3% 

FY 2015: 0.7% 

Weighted Average 
Cost of Debt 

Q1 2018*: 5.5% 

FY 2017: 5.8% 

FY 2016: 6.2% 

FY 2015: 6.9%  

DIVIDEND HISTORY 

• Full year dividend: 
FY 2017: US$12.07 cps  
FY 2016: US$11.75 cps 
FY 2015: US$11.29 cps 

• Targeted increase: 2%-4% 
FY 2017: +2.7% 
FY 2016: +4.1% 

DISTRIBUTABLE INCOME 

*Unaudited 
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USD million GROUP 

Q1 2017* FY 2017 FY 2016 FY 2015 

Gross rental income 7.4 24.3 20.9 13.9 

Straight-line rental income accrual  0.5 1.1  2.2  2.6 

Revenue 7.9 25.5 23.1 16.5 

Income from Associates 2.8 7.6 3.2 0.0 

Property operating expenses (1.4) (7.2) (5.8) (3.5) 

Net property income  9.2 25.9 20.5  13.0  

Pre-transfer rental accrued 0.8 3.3 0.0 0.0 

Other income 0.0 (0.0) 2.9 0.4 

Administrative expenses  (1.5) (5.6)  (3.9)  (1.7) 

Operating profit 8.6 23.6 19.6 11.7 

Acquisition fees (0.1) (0.8) (1.8) (3.3) 

Set-up costs (0.2) (0.4) 0 (0.8) 

Fair value adjustment on investment property 0.0 2.9 (3.7) 4.6 

Fair value adjustment on financial instruments (0.1) 0.1 (0.1) 0.0 

Gain from Bargain Purchase 0.0 1.0 0.3 3.5 

Foreign currency (loss)/gain 1.1  0.8  2.7  (11.2) 

Profit before interest and taxation 9.4 27.2 16.9 4.4 

Interest income 1.0 2.0 0.2 0.1 

Interest income - related parties 0.2 0.0 0.0 0.0 

Interest expense  (4.0) (11.0)  (9.7) (3.6)  

Profit for the period before tax 6.6 18.2 7.4 0.9 

Current tax expense (0.0) (0.0) (1.5) (0.1) 

Deferred tax expense 0.3 (0.5) (3.9) (0.6) 

Profit for the period after tax  6.9 17.7  2.0  0.2 

Gain on translation of functional currency  (0.0) 1.1  0.8  (0.8) 

Total comprehensive income  7.0 18.8  2.8  (0.6) 

• Although administration expenses increased 45.2% over the 
prior year, as a percentage of total property investments they 
dropped from 1.3% to 1.1% 

• Headcount - 2017: 51 employees; 2016: 30 employees 
*Unaudited 
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Looking Ahead 

Mukuba Mall (Zambia) 
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SENEGAL 
1 x Property 

1 x  Hospitality 
Expected Value  

c. USD 43mn 

MOZAMBIQUE 
2 x Properties 

2 x Commercial 
Aggregate 

Expected Value  
c. USD 128mn 

KENYA 
1 x Property 

1 x  Light Industrial 
Expected Value  

c. USD 20mn 

SEYCHELLES 
1 x Property 

1 x Hospitality 
Expected Value  

c. USD 57mn 

GHANA 
7 x Properties 

6 x Commercial 
1 x Retail 

Aggregate 
Expected Value  
c. USD 299mn 

Grit’s current investment pipeline includes 13 properties in six countries with an aggregate expected purchase value of USD 566mn.  Eight deals 
relate to the Commercial sector, three are in the Hospitality sector and there is a single deal in each of the Retail and Light Industrial sectors. 

MAURITIUS 
1 x Property 

1 x  Hospitality 
Expected Value  

c. USD 19mn 
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Paradise Hospitality Group (“Paradise”) was established to acquire hospitality assets within the sub-tropical region; providing 
shareholders with the opportunity to benefit from the buoyant hospitality market, without taking direct hospitality operating cost risks. 

100% Class A shares 

Delta International 
Mauritius Limited 

100% 

Mauritius Stock 
Exchange 

100% Class B shares 
(limited to 40%  
of total capital) 

Le Victoria (Mauritius) 

Paradise will identify yield accretive assets generating hard currency returns whilst 
partnering with blue chip hotel brands in different countries to generate sustainable 
rental income.  Paradise will secure rental incomes by obtaining parent company 
guarantees for leases and/or taking cession of contracted occupancy agreements from 
branded tour operators. 

Grit will be the anchor shareholder in Paradise (see diagram2) and act in the capacity of 
Asset Manager of Paradise.  

Overview of Paradise: 

• Reporting currency: EUR 

• Target fund size: EUR 500mn 

• Targeted minimum income equity return: 

– 8.5% per annum (post tax) to Class A shareholders; and 

– 6.25% per annum to Class B preference shareholders2 

• Class B shares listed on the Official Market of the SEM2 

• Class A shares unlisted  

• Fixed long-term triple net leases1 

• Minimum deal size: EUR 20mn 
1Note: a triple net lease means that no further property expenses will be incurred by Paradise. The tenant will be responsible 
for maintenance (capital and ongoing), insurance, utilities and all property related costs. 

2As of the time of publication, the optimal capital structure for Paradise is still to be determined. 
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Investment Criteria 

• The Fund will consider key criteria such as: ability to conduct business in hard currency (EUR or USD), repatriation of funds, political risk, 
security of land tenure and debt raising ability in the first instance before proceeding further with any investment opportunity. 

• Hospitality investment opportunities are then assessed against Investment Guidelines as indicated below: 

 

 

 

• On capitalization, Grit intends to transfer its 44.43% investment in BHI (which owns three Beachcomber resorts - Le Mauricia, Le Victoria and Le 
Canonnier) to Paradise and have a pipeline of new investments, including resorts in Mauritius, Seychelles, Senegal and Cape Verde. 

Type Tenant Weighted average lease expiry Strength of counterparty 

Triple net lease 
Blue-chip or 

multinational 
Minimum 10 years 

Minimum EBITDA/ Rental cover: 1.5 times (operator level) 
Plus: parent company guarantees and/or cession of minimum occupancy 

agreements from tour operators 

Mauricia Beachcomber 
Resort & Spa 

Mauritius 

Hotel Resort & Spa 

Cape Verde 

Golf & Spa Resort  

Mauritius (under 
construction) 

Hotel Resort & Spa 

Seychelles 

Hotel Resort & Spa 

Senegal 

Victoria Beachcomber 
Resort & Spa 

Mauritius 

Canonnier Beachcomber 
Golf Resort  & Spa 

Mauritius 

Portfolio Pipeline 
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20% 

Gateway Delta is a private real estate development company resident in Mauritius. The Company holds a Mauritian Category I Global Business Licence and has 
recently been established as a private company with a permanent capital structure to develop and invest in the following real estate classes across the African 
continent (excluding South Africa):  

• Retail  
• Commercial 
• Education 
• Healthcare  
• Specialised residential 
• Industrial 

These properties will be tenanted by blue chip multinational corporations who have the ability to enter into 
US dollar denominated or US dollar-linked long-term lease contracts.  

Gateway Delta’s objectives are to: 

• Become the continent’s leading real estate developer 

• Achieve long-term capital appreciation by investing in real estate developments across  

• Actively develop a portfolio of real estate assets with quality leases and strong counterparties 

• Build diverse revenue streams and create long-term franchise value 

• Promote community development through participating in social infrastructure investments in education, 
student accommodation and health care.  

Grit will take an initial 20% stake in Gateway Delta - total capital committed US$ 175mn, of 

which Grit’s share is US$ 35mn. 

Grit also has right of first offer on any of the developed and tenanted assets that fit its investment criteria. 

The rationale for the investment is to benefit from the initial NAV uplift without assuming development risk 
and to secure a pipeline of high quality assets into the future. 
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STRATEGY 

• Through its market positioning, IP, unique skill set and dynamic business 
methodology - Gateway Delta provides investors with high-yielding US 
dollar denominated real estate exposure with robust growth potential 
maximising returns for its shareholders.  

• The Company’s US$680 million identified development pipeline will be 
financed using a combination of debt raised through bank finance, own 
equity, partnership equity as well as equity raised through a private 
placement of ordinary shares to pre-selected institutional investors.  

• Gateway Delta is capitalised at US$175 million in equity and will raise 
additional equity up to US$250 million during its initial funding phase. 

• In addition to its own adroit experience in delivering property 
developments in the rest of Africa, Gateway Delta has formed strategic 
relationships with various established property development companies to 
access quality deal flow and local expertise. In turn, Gateway Delta will 
offer these developers much needed equity investment, improved access 
to affordable bank funding and debt capital markets.  

• Gateway Delta will be managed by African Property Development 
Managers Limited, which is a Mauritian registered asset management 
company holding a Category I Global Business Licence (GBL1).  

INVESTMENT CASE 

Gateway Delta presents an attractive investment case, as it:  

• seeks to address the dire shortage of suitable office, retail and industrial 
assets 

• target returns are 20%+ IRR and 2x money within 5 years 

• seeks to accommodate multinational corporates and retailers seeking to 
enter and/or expand their global operations into the African continent,  

• seeks to accommodate investors with high-yielding US dollar 
denominated real estate exposure with robust growth potential,  

• has an identified initial project pipeline of US$680 million,  

• has long-standing and strategic partnerships with established local 
developers in developing the initial project pipeline,  

• has credible seed investors through Grit Real Estate Income Group and 
Gateway Partners with a solid track record in the property investment 
sector,  

• has a strong board, executive management team and investment 
committee comprising individuals with exceptional track records in 
creating, raising and managing property development and investment 
companies.  
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REITs as a Growth Driver 

The South African-listed real estate market provides an excellent case study on the impact that 
promulgation of REIT status can have. The introduction of REIT status was a catalyst in transforming the 
sector from obscurity to the best performing asset class over the past years. 

Although historically low interest rates and a large, sophisticated market played a role, the synergy 
between real estate as an investment class and the investment mandates of pension funds is clear once 
structured correctly. 

Until recently, REITs have been only marginally successful within many of the African countries that have 
established REIT frameworks.  This is mainly because of a lack of education amongst key institutional 
investors as well as the contexts in which these markets are emerging; in a number of instances REITs are 
structured or classified as Collective Investment Schemes with a minimum real estate investment 
requirement, but not tax incentive or structuring. 

In certain countries, including Morocco, Ghana, Kenya and Rwanda (see boxes below), pension funds and 
regulators are actively working towards transforming REIT structures to attract investment and 
development capital, with a significant amount of effort going into creating awareness of the structure. 

The Grit board believes that, over time, transformation of REIT structures will create a platform for 
growth in Africa and has mandated the executive team to engage with both pension funds and regulators 
on this matter in key current and target jurisdictions, including Kenya, Morocco, Ghana and Rwanda. 

Morocco 
REIT legislation promulgated in 2015/16 
Listed REITs: 0 
Grit engaged with Moroccan Real Estate 
partners in implementing REIT structure  

Ghana 
Draft REIT Legislation  
In-Country REITs: 1 informal REIT (under the Unit 
Trusts and Mutual Funds Regulations 2001) 
Grit engaged with Ghanaian authorities and local 
partners to implement REIT structure once 
legislation promulgated 

Rwanda 
REIT legislation promulgated in 2013  
Listed REITs: 0 
Grit engaged with Rwandan partners in 
country to implement REIT structure 

Kenya 
REIT legislation promulgated in 2013  
Listed REITs: 1 
Grit engaged with local partners to 
implement Kenyan REIT structure 
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Key Risks 

Buffalo Mall (Kenya) 
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KEY RISK IMPACT MITIGATION MEASURES 

• Regulatory risk – JSE and 
SEM compliance 

• Fines and public censures if non-compliance occurs 

• Reputational risk  

• Strong relationships with corporate sponsors and Company Secretary in both Mauritius and South 
Africa 

• Completion of annual compliance checklist 

• Appointment of consultants for specialised assignments 

• Regulatory risk – 
multi-jurisdictional legal 
compliance 

• Unintentional non-compliance with new laws 
resulting in fines or public censures 

• Contractual terms in contradiction to specific country 
law resulting in inability to enforce contractual terms 

• Detailed country due-diligence process conducted to form part of Investment Committee decision-
making for initial investments in new jurisdictions 

• Engagement of local offices of international legal firms within the operational jurisdictions 

• Appointment of suitably qualified local in-country managers with oversight from senior management 
dedicated to specific countries 

• Regulatory risk – exchange 
control regulations in 
operating jurisdictions 

• Repatriation of funds for foreign supplier payments, 
debt repayments, interest and dividends may be 
delayed or blocked 

• Projects delayed due to approval processes of foreign 
equity and/or debt 

• Appointment of reputable audit firms and legal advisors to ensure compliance with laws and process 

• Outsource registration of equity, debt and foreign supplier contracts with the applicable central bank 
to reputable local experts 

• Reputational risk • Loss of investor confidence resulting in share price 
volatility 

• Oversight by the board and independent directors 

• Regular communication with stakeholders 

• Transparent culture and reporting 

• AGM to address issues and queries 

• Non-compliance with 
covenants 

• Increased finance costs by financiers  

• Inability to raise additional funding for future projects 

• Ratios (both actual and forecast) monitored by management on a monthly basis 

• Ratios (both actual and forecast) monitored by the board on a quarterly basis 

Within the Grit framework, risk relates to the adverse impact of unexpected outcome on the value of its assets, equity or earnings.  Risk management is the discipline by which 
risks are identified, assessed and prioritised.  Risks are monitored by Grit via a risk management framework whereby management identifies risks, documents them in a risk 
matrix and assesses the probability of their occurrence as well as their potential impact on the organisation.  Each identified risk is then managed and, where possible, mitigated. 

COMMERCIAL 
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KEY RISK IMPACT MITIGATION MEASURES 

• Currency risk – foreign 
investments / assets and 
debt 

• Net asset value fluctuations may occur due to 
unrealised foreign exchange movements, which 
ultimately impacts share prices and the ability to raise 
additional capital at the correct price 

• Erosion of distributable earnings 

• New investment limited to strong economies with stable foreign exchange rates to US Dollar 

• Where appropriate, enter into cross currency swap agreements 

• Conversion of all cash balances to US Dollar on receipt 

• Matching currency of debt related to the investment to the underlying functional currency 

• Country risk • New government policies and processes may be 
adopted that are to the determent of foreign 
investors (flow of dividends, capital, taxation and land 
ownership) 

• Careful country due diligence prior to initial investments and limits to investments in countries that 
target foreign investment 

FINANCIAL 

KEY RISK IMPACT MITIGATION MEASURES 

• Destruction of investment 
property 

• Financial loss to the Company and reduced asset 
value 

• Properties are adequately insured by reputable underwriters 

• Adequacy of insurance cover (covering replacement cost and loss of income) reviewed by the board 

• Interest rate volatility • Increased finance costs resulting in reductions to 
distributable earning 

• Minimum of 70% of long-term debt is fixed by entering into interest rate swap contract 

• Ability to access debt from multiple-jurisdictions and currencies 

• Terms of loans are kept to a maximum of five years to facilitate refinance transactions where required 

• Liquidity and refinance risk • Inability to refinance debt on expiry 

• Inability to raise debt to fund new projects 

• Forward cash flow management 

• Monitoring debt markets in all operational jurisdictions 

• Early engagement with financiers 

• Diverse source of funding (in both type and jurisdiction) 

• Skills shortage for finance 
staff in certain jurisdictions  

• Inability to produce on time, accurate reporting • Strong management oversight on management reporting 

• Engagement of reputable audit firms to provide monthly review of management accounts 
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OPERATIONAL 

KEY RISK IMPACT MITIGATION MEASURES 

• Underperformance of 
property managers 

• Reputational risk 
• Delays in recovering amounts due from tenants 
• Increased vacancies  
• Deterioration of buildings 

• Performance-driven contracts with property managers 
• Increased supervision by the Group 
• Regular meetings between the Group and property managers covering property performance, tenant 

arrears, vacancies, building conditions and tenant relationships 
• Regular property inspections 

• Language barriers • Misinterpretations of instructions result in delays to 
projects and non-delivery services 

• Delays in producing required reporting 

• All local employees required to have a working knowledge of English 
• Where required additional English training is provided 

• Contracts required in the 
official language of the 
specific country 

• Inability to correctly interpret detailed terms and 
conditions in contracts 

• Use of suitably qualified sworn translations for all legal documentation 
• Engagement of local legal council who are fluent in both English and the official language 

• Arrears and bad debts • Failure to recover amounts on time  
• Breakdown in relationships with key tenants  
• Write-offs of material bad debts 

• Vigilant credit control process by property managers 
• Continued engagement with tenants by asset manager 
• Robust debt collection process 
• Continual monitoring of trading densities within the retail environment to identify and 

address potential risks before default 
• Deposits and security (including personal sureties where applicable) 

• Information technology 
(IT) failures 

• Impaired operational ability  
• Delayed and/or inaccurate financial reporting 

due to loss of data 

• Daily backups to an offsite storage facility and multiple iterations of backup data 
• IT services outsourced to suitably qualified service providers 
• Virtual server environment 

• Vacancy risk • Erosion of rental income and distribution • Early engagement with tenants approaching lease expiry dates 
• Strong focus on tenant relationships to ensure retention 

• Physical deterioration of 
properties 

• Physical deterioration may result in 
untenantable building 

• Increase vacancies and operating costs 

• Asset managers perform regular site visits in addition to the monthly inspections conducted 
by the property managers 

• Strong tenant relationships identify potential issues early 
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Appendix A – 
Country Risk 
Assessments 

Anadarko Building (Mozambique) 



STRICTLY PRIVATE & CONFIDENTIAL 

KENYA 

74 

GRIT 

KEY STRENGTHS 

• Robust economic  growth prospects that encourage investment  

• Sizable and well diversified economy 

• Rapidly growing technology sector that supports an internationally 
competitive services sector  

• Ambitious public infrastructure projects will boost economic prospects 
and position Kenya as a regional economic hub for the East African 
Community 

• High gross international reserves to support Kenyan Shilling 

• Corporate governance and financial regulatory frameworks more 
developed than regional peers 

KEY RISKS 

• Downturn in China, a major financier of infrastructure projects 

• Slowdown in EU/UK, the main export markets for Kenya 

• Failure to address large fiscal deficits and growing fears of 
unsustainable debt servicing bill 

• Entrenched perceptions of corruption that undermine business 
environment 

• High sensitivity to weather conditions that pose risk to growth, 
inflation, currency and balance of payments 

• Private-sector credit growth constrained by interest cap 

• Heightened security concerns pose threat to tourism revenues and 
mining/telco operations in north east 

AREAS OF CONCERN 

• Political uncertainty 

• Vulnerability to droughts 

• Controversial interest rate cap 

• Security concerns 

• Strong dependence on EU for trade 

EULER HERMES 

STRENGTHS 

• Large domestic market (population 46mn) 

• Member of East African Community regional trading bloc, whose expansion offers good business opportunities 

• Vibrant horticultural and tourism sectors, although volatile, subject to domestic political stability and regional security concerns 

• Regional energy sector has significant potential including offshore gas fields. Exploitable reserves inside the country offer direct 
benefits, while inputs through Kenyan ports are also a plus 

• Strategic importance: regional economic hub 

• Strong improvement of doing business index 

WEAKNESSES 

• Poor record in terms of political party and individual rivalries and ethnic, tribal and religious divides, which spilled over into violence 
in 2008. Despite a relatively successful election process in March 2013, these fault lines remain in place 

• Regional uncertainties (including Somalia, piracy and terrorist activity) 

• Classified as lower-middle income economy by World Bank, with associated need to maintain aid and other external assistance flows 

• Chequered relationship with IFIs and wider donor community, partly reflecting perceptions of corruption 

• Twin deficits of fiscal and current accounts. 

BUSINESS MONITOR INTERNATIONAL 

STRENGTHS / OPPORTUNITIES 

• Kenya's relatively diversified economy reduces its vulnerability to commodity price shocks 

• A rapidly growing technology sector supports an internationally competitive services sector 

• Robust long-term growth prospects will encourage investment 

• Strategically advantageous location in the East African Community 

• Being a relatively advanced economy, Kenya could serve as a springboard for international firms looking to enter Sub-Saharan Africa 

• Kenya can benefit from the increasing integration of the East African Community, primarily through growing intra-regional trade 

WEAKNESSES / THREATS 

• Entrenched perceptions of corruption undermine the business environment 

• Unemployment levels are high and educational quality is often lacking 

• The large role played by foreign investment in Kenya's economic growth leaves the country exposed to swings in investor sentiment 

• Failure to address large fiscal deficits and a growing debt burden could see investor sentiment begin to decline over the coming years 

• Drought associated with climate change poses risks to growth, inflation, the currency and the balance of payments position 
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GRIT 

KEY STRENGTHS 

• Stable political environment 

• Judicial system is regarded as independent 

• Diversified economy 

• Good record of attracting FDI and business friendly environment 

• Prudent external debt-management and strong payments record 

• Ample liquidity available in the domestic capital market 

• Double Taxation Avoidance Agreements and Investment 
Promotion & Protection Agreements with many African countries 

• Moving towards a trans-shipment and financial hub for Sino-
African trade, representing opportunities for’ long term growth   

KEY RISKS 

• Capital and financial account proven resilient in face of revised 
DTAA with India, mainly due to grandfathering clause changes 
may reduce foreign investment in India via Mauritius channel as 
competition with jurisdictions such as Singapore increases 

• Global Business Sector under pressure from international anti-
tax avoidance initiatives by OECD and EU 

• Exposed to external shocks through economy's openness, high 
dependence on food and fuel import costs and excessive reliance 
on volatile export revenues from tourism, sugar and textiles 

• Youth unemployment and skills mismatch 

• Increase in external debt and public contingent liabilities 

AREAS OF CONCERN 

• Small economy 

• Political scandals 

• Vulnerability to external shocks through high dependence on 
food, fuel imports and volatile export revenues 

• Increased in external debt 

• Lack of skilled labour for new diversified industries such as IT 

EULER HERMES 

STRENGTHS 

• Well-developed and stable political system with regular peaceful transfers of power (most recently December 2014). 

• Solid track record with regards to policy implementation 

• Few ethnic/religious tensions, despite significant cultural diversity 

• Strong inward FDI inflows, driven by supportive general business environment 

• Ranked by international agencies as best Sub-Saharan economy for ease of doing business and in relation to economic freedoms 

• The country has not required a financial facility from the IMF since the mid-1980s 

WEAKNESSES 

• Subject to adverse weather conditions (including periodic cyclones). 

• Small island state dependent on external trade and therefore vulnerable to external shocks 

• Unemployment is high (currently estimated at 7.5%) and shortage of skilled labour 

• Fiscal deficits reduced but current account deficits remain large (even with reduced oil import costs) and require careful management 

BUSINESS MONITOR INTERNATIONAL 

STRENGTHS / OPPORTUNITIES 

• A relatively high standard of living prevails, with Mauritius being one of the highest ranked countries in Sub-Saharan African in the 
UN’s Human Development Index (also considered a middle-income country by World Bank) 

• The Board of Investment – the official investment promotion agency of the Mauritius government – has strong partnership with 
private sector, indicating that the country remains highly attractive as a destination for FDI 

• The government's push to diversify into new energy sources leaves plenty of incentive for investment into renewable energies 

• The country aims to become a leading tax free shopping destination, auguring for an expansion in tourism and retail sectors 

• Mauritius is moving towards a transshipment and financial hub for Sino-African trade, representing a major opportunity for growth 

WEAKNESSES / THREATS 

• Openness of economy leaves it vulnerable to fluctuations in the economic climate of key trading partners, particularly France and UK 

• Unemployment is a concern, especially among the youth 

• Prone to imported inflation from high oil and food prices (both carry a substantial weighting in CPI basket) 

• Changes to tax treaty with India and its participation in the 'Convention on Mutual Administrative Assistance in Tax Matters’ will both 
weigh on the country's financial sector 

• Previously a key sector for economy, sugar output has become increasingly volatile in recent years due to adverse weather conditions 
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GRIT 

KEY STRENGTHS 

• Sound fundamentals and overall strong track record of policy 
implementation 

• New coalition government to promote policy continuity 

• Minimal exchange control restrictions on repatriation of capital, 
profits, and dividends 

• Low base and growth potential in tourism, renewable energy and 
export-oriented manufacturing industries attracting investment 

• Rules and regulations harmonised with EU promote ease of doing 
business 

• Central Bank has been relatively effective at tackling inflation 

• Historic and linguistic ties with Southern Europe, GCC and Western 
Africa make the economy an attractive trading partner  

KEY RISKS 

• Social tensions since October 2016, mostly localised in the 
northern region of the Rif 

• Decline in reserves due to forex interventions to counter 
devaluation anticipations by market participants in the run-up to 
expected increase in exchange rate flexibility 

• Free competition challenged by state dominance of certain sectors 

• Corruption is an obstacle to business 

• Vulnerability to weather impacts on agricultural sector 

• Export sector vulnerable to economic downturn in Eurozone 

• Banking sector remains relatively underdeveloped 

• Reduced food and energy subsidies could lead to inflationary 
pressures 

AREAS OF CONCERN 

• Geopolitical risks 

• Weak growth in Euro area 

• Subdued non-agricultural growth 

• Persistently high unemployment levels, especially among youth 

EULER HERMES 

STRENGTHS 

• King Mohammed VI remains generally popular and rule by monarchy is an acceptable form of governance for majority of population 

• Sound commercial and diplomatic relations with the US and the EU 

• Economic resilience to volatile agricultural output, particularly resulting from periodic drought 

• Geographic proximity to a very large potential market (Europe) for international investors and traders 

• Although external debt stock has increased in recent years, debt servicing obligations remain manageable 

WEAKNESSES 

• Wide gap between rural and urban standards of living 

• Poverty and unemployment remain high and principal cause of social discontent (providing potential breeding ground for religious 
militancy) 

• Weak record in relation to abuses of human rights and press freedom 

• Although monarchy remains popular and some reforms have been implemented there are lingering concerns that the government 
is merely a vocal expression of palace authority 

BUSINESS MONITOR INTERNATIONAL 

STRENGTHS / OPPORTUNITIES 

• A low base (GDP per capita is estimated at around USD3,000) and strong growth potential in the tourism, renewable energy and 
export-oriented manufacturing industries, are making the economy an increasingly attractive destination for foreign investment 

• The central bank has proven relatively effective at tackling inflation despite the limited monetary policy tools at its disposal 

• Given the deep instability that has spread throughout the Middle-East since the Arab Spring, Morocco is projected to be an 
economic outperformer over the coming years 

• Historic or linguistic ties with southern Europe, GCC and Western Africa should make economy attractive destination for investors 

• Banking system remains relatively underdeveloped, which could see financial institutions from developed economies enter market  

• Political will to push ahead with fiscal reform is strong, and the budget deficit will narrow significantly over the coming years 

WEAKNESSES / THREATS 

• Dependence on agricultural sector means growth is prone to volatile swings in accordance with unpredictable weather patterns 

• Reliance on southern Europe as main export destination means Morocco heavily exposed to economic conditions in Eurozone 

• Low quality of education could result in shortages of qualified workforce, posing risk to country's ambitions as a manufacturing hub 

• End of food and energy subsidies could lead to inflation spiraling out of control were global oil and food prices to rise significantly 
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GRIT 

KEY STRENGTHS 

• Low level of overall political risk 

• Strong economic growth performance over the past 10 years, while the 
outlook remains relatively robust 

• Abundance of natural resources, with vast potential in natural gas and coal 

• High levels of FDI inflows and economy expanding from low base 

• Fiscal revenues set to increase sharply due to updated tax laws and 
potential revenues from natural gas sector 

• Despite infrastructure gaps, Mozambique's transport routes and linkages 
can play a role in facilitating regional integration 

• Significant electricity generation capacity 

• Solid political foothold of president creates better chance of lasting peace 

KEY RISKS 

• Adverse weather poses a risk to the agriculturally-based economy 

• Low level of FX reserves, exchange rate and repatriation risk 

• Government’s limited ability to repay imminent debt obligations and the 
enormous external debt burden 

• Withdrawal of financial aid from several international donor agencies 
following news of undisclosed debt 

• New terms on existing or future debt obligations likely to be stringent  

• Financial markets are relatively underdeveloped 

• Infrastructure deficit to hamper the exploitation of Mozambique’s natural 
riches and increase cost of doing business 

• Low level of education and high rate of HIV/AIDS reduce effectiveness of 
workforce 

• Fragile state and perception around corruption 

AREAS OF CONCERN 

• Debt crisis and freeze in financial support from IMF 

• Low Foreign Exchange Reserves 

• Fragile state 

• Infrastructure constraints affect the cost of doing business 

EULER HERMES 

STRENGTHS 

• Strong net FDI in recent years 

• Strong donor support in recent years 

• Immense natural gas reserves, and substantial oil reserves 

• Rapidly urbanizing population offers growth and consumer potential 

WEAKNESSES 

• Sovereign debt crisis in the making (undisclosed figures were discovered) 

• Growth collapse 

• Weak structural business environment and infrastructure. 

• Vulnerable to natural disasters, including floods 

• Democratic credentials have limited track record and hand-over of power to opposition forces has yet to be tested 

• Although poverty indicators have improved, UN development indicators suggest of life remains generally poor 

• High incidence of HIV/AIDS, with associated social and economic costs 

• Dependence on aid flows and grants & loans 

BUSINESS MONITOR INTERNATIONAL 

STRENGTHS / OPPORTUNITIES 

• Abundant natural resources, particularly coal and natural gas, both of which are receiving increased investment attention 

• Mozambique has significant electricity generation capacity, helping it avoid regional power shortages 

• Unemployment is high, creating a large resource of potential labour 

• The government is planning major investment to improve the country’s infrastructure 

• The economy is expanding from an extremely low base meaning that there are opportunities in many sectors 

WEAKNESSES / THREATS 

• Mozambique’s foreign trade is dominated by a small number of megaprojects and natural resources 

• A low level of education and a high rate of HIV/AIDS reduces the effectiveness of the workforce 

• The economy is burdened by an enormous external debt burden, estimated to equate to 109.0% of GDP in 2017 

• Likely to face stringent spending conditions attached to any new debt terms after seeking a restructuring from creditors 

• Despite progress in addressing corruption, it remains a major problem and is a disincentive to foreign investment 

• Economic growth extremely dependent on FDI and remains susceptible to a souring of foreign investor perceptions 
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KEY STRENGTHS 

• Relatively stable security environment 

• Positive sentiments in the financial markets as evidenced by increased 
foreign investor participation in the government securities market 

• Government policy includes investment in infrastructural development, 
which will foster regional integration and improve cross-border trades 

• The government has shown willingness to compromise over issues such as 
mining royalties 

• Large metals reserves, with copper as the main commodity, but also 
deposits of iron ore, coal, uranium and manganese 

• Growing middle class 

KEY RISKS 

• Uncertainty caused by policy reviews and reversal of previous business 
agreements, especially in mining sector 

• Operational challenges including power-rationing given dependence of 
hydropower production 

• Near-term growth prospects of Zambian economy remain precarious due to 
heavy dependence of the mining sector and slow copper prices recovery 

• Weather related risk to hydropower generation and agricultural output 

• Arrear payments, particularly around road infrastructure projects, 
contributed to fiscal deficits, along with factors such as fuel subsidies and 
emergency electricity imports 

• Delayed fiscal adjustment continues to crowd out private sector credit and 
entrench unsustainable debt situation 

AREAS OF CONCERN 

• Dependency on primary commodities (copper) 

• Low foreign exchange reserves and exchange rate volatility 

• Precarious fiscal finances 

• Vulnerability to weather shocks 

EULER HERMES 

STRENGTHS 

• The government already heeds advice on increasing investment and diversifying the economy 

• Sizable land and water resources should help to develop agriculture and increase productivity 

• Business climate should be improved, but is already good enough to attract new foreign investment. 

• Succeeds in funding increasing financing needs despite the failure to reach an agreement with the IMF 

WEAKNESSES 

• Political risk: the opposition still disputes the results of the 2016 Presidential election. A state of emergency 
announced in July 2017. 

• High reliance on copper exports (69% of total) 

• Capital stock (110% of GDP) too low to spur higher growth rates on the long-run 

• Fiscal deficit and difficulty to raise higher fiscal revenues. 

• Debt had increased: higher debt allows lower flexibility to finance massive infrastructure projects with debt. 
Lack of transparency has raised the issue of hidden debt. 

BUSINESS MONITOR INTERNATIONAL 

STRENGTHS / OPPORTUNITIES 

• Zambia has large metals reserves and strong potential for growth in the mining industry. Copper dominates, 
but the country boasts deposits of iron ore, coal, uranium and manganese. 

• Investment in key non-mining sectors, especially tourism, has contributed to high growth. 

• The prevalence of copper has fuelled foreign investment and bolstered the current account in recent years. 

WEAKNESSES / THREATS 

• Despite modest attempts at diversification, Zambia is heavily dependent on its mining sector for foreign 
income. As a result, it remains very vulnerable to the state of the global economy. 

• The working population has a low skill base, making the transition to a value-added economy difficult. 

• Shortfalls in national power supply will continue to restrain growth as demand surges. 

• A growing public sector wage bill is placing pressure on the fiscal accounts. 


