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1. Private equity fundraising over time

The increase in private equity fundraising in 2015 is evidence of the strong 2015 - A big year for fundraising
interest in investing in Africa’s real economy, despite the recent turmoil in Total value of Africa PE fundraising, USDbn
which many African countries find themselves. In the face of the decline in
commodity prices, oil in particular, currencies have come under strain impacting
liquidity and trade. The slowdown in the growth of emerging market economies 5
in general, has not inhibited the ability of African investment managers to

attract significant amounts of capital for the larger Pan-African funds as well as 4
Sub-Saharan Africa funds. Some of the largest African private equity funds seen é 3
to date were closed in 2015, including Helios Investors Fund IIl ($1.1bn), Abraaj 2

Africa Fund Il (5990m) and African Development Partners Fund Il ($725m). 2
Investors making commitments to Africa may be flocking to these experienced
managers as a way of mitigating their risk, knowing that the next few years are
bound to be a more difficult time for the continent. 0

2009 2010 2011 2012 2013 2014 2015
Itis clear from the oscillation in capital raised over recent years that the industry ® Helios Investors Ill @ Abraaj Africa Il
goes through phases of fundraising, investment and exits; and it is expected
that 2016 will show lower values of capital raised after the strong activity in
2015. It is also worth noting that the adjacent column graph below allocates
capital raised in the year of the fund’s final close (Source: AVCA Private Equity Source: AVCA, Preqin, EMPEA, RisCura analysis
Data Tracker). There are other sources that show a slightly different picture as
they allocate capital raised to the year in which the funds reached first, second

@ African Development Partners || @ Other
@ Preqin @ EMPEA (SSA)

and final close respectively (EMPEA and Preqin). The major difference in the Fund size varies dramatically by region
EMPEA data is that the Helios Investors Fund Il was recorded at first close, Portion of funds within size buckets
which occurred in 2014. 100%
90%
The size of African funds is quite varied depending on the regional focus of the 80%
fund. In regions where private equity is less developed, such as East and West 70%
Africa, the size of transaction opportunities is generally smaller, and capital is 60%
raised with this in mind. In these regions, it is quite common to find fund sizes 50%
of less than $50m, and only approximately 30% of funds in East Africa and 40% 40%
in West Africa are greater than $200m. In Southern Africa (including South 30%
Africa), 74% of funds are greater than $200m as the market is more developed 20%
and companies are therefore larger and can handle larger transactions. In 10% III III II |
Pan-African funds, it is not feasible to raise a fund of less than $50m in size, as 0% . e [ |
the cost of executing a fund with continent-wide expertise and presence is East Africa West Africa Southern Africa Pan Africa
much greater. Almost all Pan-African funds have commitments of greater than
$200m, meaning that Pan-African funds are chasing much larger transaction @ <USD20m @ USD 50-200m
sizes than regional funds. @ USD 20-50m @ > USD 200m

Source: RisCura, Deloitte SAVCA African Private Equity Confidence Survey 2015
Riscura.com/ba Page 02
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Number of transactions

PE geographic focus 3. PE sector focus

The dip in transaction activity in 2015 is not surprising, considering the macroeconomic
uncertainty experienced in many key markets during the year. The unknown
impact of declining oil revenues, currency exchange controls, elections and the
like, has caused a ‘wait-and-see’ lull in activity. This has been seen across all
regions, with total investments dipping to levels last seen in 2010 and 2011. On
the other hand, M&A activity on the continent appears to have trended upward
in 2015 with over 1200 transactions reported, an increase from 990 the previous
year (Source: S&P Capital 1Q).

South African transactions made up approximately 40% of the total in 2015, up

from 34% the previous year. Nigeria increased from 10% in 2014 to 11% in the
2015, while East Africa declined from its high of 24% in 2014 down to 21%.

Transaction activity dips in 2016
Number of PE transactions by region
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@ Egypt&Sudan @ Central Africa Francophone West Africa

@ Southern West Africaexl. SA° @ Maghreb region

Source: RisCura, S & P Capital 1Q

Number of transactions

Although there has been a downward trend in activity over the past year, the
consumer discretionary sector has continued to attract interest from investors,
making up 22% of all transactions in 2015. Of particular interest over the past
few years has been online retail, education services such as tertiary education
and colleges, as well as advertising and publishing houses.

The financials sector remains a large portion of transaction activity in 2015,
making up 16% of total transactions. Points of interest range from regional
banking to asset management and financial services across all regions.

And finally, information technology remains popular on the continent, primarily
in the internet software and services industries.

Consumer discretionaries in demand
Number of PE transactions by sector
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Source: RisCura, S & P Capital 1Q
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Following the volatility of multiples post the financial crisis, the developed,
African and BRICS markets’ multiples appear to be moving much more closely in
line with one another.

Valuations of African markets have dipped marginally below the other markets
through 2015 as a result of negative sentiment to emerging markets globally.
African markets have tracked LatAm markets more closely over the past two
years as emerging markets have begun to slow, and developed market capital
has flowed to safe havens.

Egypt’s stock exchange was one of the worst performers in 2015, declining from
an average EV/EBITDA of 8.94x at Dec14 to 6.71x at Dec15.

Nigeria’s exchange has begun to recover from the decline in the last quarter of
2014 when uncertainty over elections and a sharp fall in the oil price diminished
investor confidence in Africa’s largest economy. The median EV/EBITDA of the
Nigerian market was up 24% from Dec14, reaching 7.67x at the end of 2015.

Both South Africa and Southern Africa excluding South Africa have trended
downward in 2015, by 19% and 14% respectively, on the back of lower growth
expectations for the region.

Francophone West Africa (the BRVM) has been an interesting case in 2015. This
is a small sample of stocks, most of which are based in Coéte d’lvoire. There
seems to have been a significant increase in share prices that is not equally
supported by earnings growth. The exchange has increased in value by 87%,
from a 9.11x multiple in Dec14 to 17.09x in Decl5. Because this exchange is
within the West African Monetary zone, it is traded in CFA franc, a currency
used in West and Central Africa, which is pegged to the Euro. One reason for this
boost in the BRVM’s performance could be that the use of the CFA franc has

made the exchange a haven from the currency volatility plaguing other markets.

Overall, Africa’s major markets finished 2015 trading in the range of 7-10x
EV/EBITDA.
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Africa dips below other markets in 2015
Listed EV/EBITDA multiples over time
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@ Developed markets @ African markets @ BRICS markets @ LatAm markets

Source: S&P Capital 1Q, RisCura analysis

Downward trend in multiples across most markets
Listed EV/EBITDA multiples over time

2010 2011 2012 2013 2014 2015
@ South Africa @ Kenya @ Nigeria
@ Ghana @ Egypt @ Francophone West

@ Maghreb region @ Southern Africa exl. SA Africa average

Source: S&P Capital 1Q, RisCura analysis
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5.1) Over time

The last four years have seen an increase in private equity market multiples on
the continent. Over the 2009 to 2013 period, more than half of PE transactions
took place at lower than a 6x multiple. In 2014 and 2015 however, less than a
third of PE transactions took place at that level.

Over 30% of reported PE transactions in 2014 and 2015 took place at greater
than a 10x multiple, while this was less than 20% of cases in the earlier periods.

In contrast, the EV/EBITDA multiples of listed equity on the continent have
remained relatively flat over the 2013 — 2015 period, with a slight decline from
2014 levels.

Of the transactions with reported Enterprise Value, just over half of companies
entered by PE funds in the 2009 to 2015 period reflected a Net Debt position on
their balance sheets. The average Debt/EBITDA position of these companies
was 1.82x over the period, which drops down to 1.65x if 2010 is excluded.

2015 is an exception to the norm, as the value of all PE transactions trended
upwards, those with debt declined marginally. These fluctuations do appear
from time to time and for a number of different reasons.

The stable level of debt indicates that the private equity industry in Africa is still
not debt driven, and the majority of fluctuation in multiples relates to the
availability and willingness of investors to put equity on the table.

This is quite a stark contrast to the situation in the United States, where the
equity gap has remained within a range of 3.6x to 4.6x over the entire period.
The multiples paid for PE transactions in the US market are therefore much
more highly debt driven, and fluctuate with the availability of debt in the
market.
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Private equity prices on the rise

Median EV/EBITDA of listed and private equity transactions in Africa
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Median debt levels in Africa remain low
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5.2) By price range

In Africa before 2012, 34% of transactions were taking place in the 2.5x - 5x
bracket. The period post-2012 paints a bit of a different picture, with a
combined 75% of transactions taking place above 5x.

Compared to the US however, the number of transactions occurring in the 7.5x
plus category are still substantially lower, with more transactions sitting in the
5x — 7.5x bracket.

The reasons for these higher multiples could be attributed to a number of
factors. One of the common reasons for a multiple greater than 7.5x is high
growth expectations, particularly where this growth is expected in the short
term. In addition to this, perceived risk on the continent may have declined, as
investors become more comfortable with the environment leading to a reduction
in discounts for risk adjustments.

Another factor is that increased competition in the market on the back of higher
fundraising is forcing investors to bid higher to secure deals, resulting in more
highly priced entry multiples.
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Post-2012 multiples are on the higher side
Percentage of transactions by price categories.
EmB III III II|
Ox - 2.5x 2.5x - 5x 5x-7.5x 7.5x -
@ Africa (pre-2012) @ Africa (post-2012) @ Global (post-2012)
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5.3) By size

Higher priced transactions tend to take place at the larger end of the spectrum,
in this case in the category of companies with Enterprise Value greater than USD
250m.

It is interesting to note that at an Enterprise Value of less than USD 250m, there
is very little differentiation between the multiples of medium sized transactions
and small transactions. The median multiple within both size buckets is around
6x. However, on the upper end of the spectrum, the very large transactions are
attracting EV/EBITDA multiples of over 8x.

Using a median Debt:Equity level across those investee companies that do have
debt on their balance sheets, the debt level in these companies remains quite
flat and low, especially in contrast to those in a global context, regardless of the
size of the company.

EV/EBITDA

EV/EBITDA
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Larger transactions, higher multiples
Median EBITDA multiples of private equity transactions (2012-2015)

USD 0-25m USD 25m-250m USD 250m +

@ EV/EBITDA

Leverage in Africa is low
Average EBITDA multiples by enterprise value.
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@ African Debt/EBITDA @ African Equity/EBITDA
@ Global Debt/EBITDA @ Global EV/EBITDA
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5.4) By sector

Both the consumer discretionary and consumer staples industries fetch the
highest multiples across all sectors. The consumer sector has been identified
time and time again as one of the most attractive areas for investment on the
continent, due to the favourable demographics and the so-called ‘growing
middle class’. It is clear that there are many transactions taking place in this
sector, within consumer discretionary in particular. High growth expectations,
fierce competition, or decreased risk perception could be the contributors to
these relatively higher multiples.

Another prevalent sector is the industrials sector, which incorporates construction,
engineering, transport, logistics, equipment and machinery, among others.
These industries are essential to any economy and will benefit greatly from a
growing economy, which explains their popularity among African countries.

On the other end, the energy sector attracts far fewer and much larger transactions
at a lower cost. The highly regulated nature of this industry could be a factor
keeping prices lower, as well as the significant amount of capital required.

Itis interesting to note however, as has been discussed in previous Bright Africa
reports, that the range of multiples across these sectors is small, from 4.66x
(energy) to 6.90x (consumer staples).
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Consumer industries draw the highest prices
Deal multiples by sector (2006-2015)

o 1

- 50 100 150 200 250
Number of transactions

@ Telecommunication Services @ Consumer Discretionary

@ Information Technology @ Industrials

@ Materials @ Consumer Staples

@ Energy

Source: RisCura, S&P Capital IQ
Note: The size of the bubble represents the average size of the company (Enterprise Value) within each sector.

300

April 2016

Page 08



Bright Africa - Private Equity

6.

Riscura.com/ba

About

About RisCura

RisCura is a global, independent provider of professional investment services.
RisCura services institutional investors, asset managers, hedge funds and private
equity firms with over USD200 billion in assets under advice. RisCura is a leading
provider of investment consulting, independent valuation, risk and performance
analysis services to investors.

For more information about RisCura visit www.riscura.com

About Bright Africa

Africa’s investors have become markedly more sophisticated in recent years.
They understand that the continent is one of the world’s fastest-growing and
most rapidly changing regions, and they need to look past the headline GDP
numbers to understand what is really happening on the continent. More importantly,
Africa’s investors want to know the most effective ways to harness the
continent’s growth.

Bright Africa, an on-going research endeavour, seeks to answer some of these
questions by providing insight into the drivers, enablers and managers of investment
on the continent. This includes in-depth looks into:

- Infrastructure development

- Africa’s imports and exports

- Institutional investors including pension funds, insurers and DFIs
- Africa’s listed equity markets

- Africa’s unlisted equity markets

RisCura’s Bright Africa research is constantly updated, with new sections added
regularly. The findings can be accessed at www.riscura.com/brightafrica

|" Visit RisCura.com/brightafrica for the latest findings.
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