


The proposed minimum price on cocoa by the Ivory Coast and Ghana could have adverse effects 
for the region and industry

In a move aimed at ensuring greater beneficiation of the agriculture sector, and cocoa bean farmers, the two 
of the world’s largest producers of cocoa – Ghana and Ivory Coast (Republic of Côte d’Ivoire) – have set in 
motion a proposed minimum floor price of US$ 2,600 per tonne for the 2020/2021 harvest. 

Ivorian President, Alassane Outtara, has gone as far as indicating that no cocoa for the coming year will be 
sold unless this minimum price is agreed upon and accepted by buyers on global markets. Despite accounting 
for the bulk of global cocoa production the two nations are only able to tap into some US$ 6 billion of an 
industry (chocolate) that rakes in US$ 100 billion annually. Cocoa accounts for close to a third of all Ivorian, and 
a quarter of all Ghanaian, exports, and provides a vital avenue for employment creation in both countries. If 
correctly implemented the additional revenue generated can be used toward new crop investments as well 
as additional agro-processing activities to further enhance the local value chain in each country. 

Though the proposed strategy is commendable there are a number of considerations that the governments 
of both nations, as well as international investors need to be aware of. For one, the decline in cocoa prices 
since 2017 has been the direct result of excess supply, particularly on the part of the Ivory Coast. In this period 
Ghanaian president Nana Akufo-Addo maintained a minimum price ceiling despite the downturn in demand 
thereby placing strain on government coffers. For Ivorian President Alassane Outtara a high cocoa price is a 
must in the coming months as he approaches the 2020 general elections and looks for a second term. 

Both countries have previously attempted price control mechanisms, with limited success, as instituting such 
a mechanism increases production in other markets, floods the global market with excess supply, and places 
strain on the fiscal standing of each nation. Investors should look toward providing support for storage facilities 
in building up inventory to allow for greater bargaining power over the price in the long term, and further 
cushion the potential for a future price drop on the basis of excess volume available for sale. A negative 
scenario could see producers ramp up cultivation at a time when consumption would be lower given the 
higher prices, and in so doing push the industry toward a potential boom followed by a bust. 
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toward a potential boom followed by a bust.  
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Terrorism poses significant challenges to 
regional economic integration in West Africa.

Though the incidence of terrorism is widespread 
across parts of Africa, the month of August has 
witnessed a considerable spike in attacks overall, 
particularly in West Africa. The month began with 
a bloody encounter between Nigerian security 
forces and Islamic State West Africa Province 
(ISWAP) fighters near the town of Baga in the 
country’s northeastern Borno state which saw 
a total of 65 deaths. Another attack occurred 
on August 10 in the same area and claimed the 
lives of 17, among them civilians, security forces 
and extremists. Further west, along Burkina Faso’s 
northern border with Mali the town of Koutougou, 
and home to one of the country’s military bases, was attacked on 19 August and saw two dozen soldiers killed 
– here too a follow-up attack occurred just two days later in a small northern village, killing 15. 

During the same time period two French tourists were kidnapped while on safari in the Pendjari National Park 
in Benin which borders Burkina Faso. Here the French army intervened through a commando mission to rescue 
the tourists, leaving two French soldiers dead in the process. Just a couple of months earlier, Mali was victim to 
a mass attack on an ethic Dogon village, killing close to 100 people. 

There are serious considerations that investors operating in the West African region ought to bear in mind. The 
rising incidence of terrorist activity is attributed to the porous borders in various strategic locations, such as the 
Lake Chad region which shares borders with Cameroon, Chad, Niger and Nigeria. A joint Multinational Task 
Force has been established by the neighbouring countries to circumnavigate jurisdictional challenges but 
combatting the insurgents has proved difficult given their extensive knowledge of the terrain. Similarly, terrorist 
groups who are being driven south from Mali are moving through Burkina Faso and heading further south 
toward Benin and Togo where they can take advantage of the thick vegetation when setting up camps for 
cross-border operations. 

A second key consideration is the drive by members of the Economic Community of West African States 
to integrate into a single currency market and increase cross-border trade. To this end, transport routes are 
likely to become targets for insurgents as they look to bolster their financial capabilities to wage conflict, 
simultaneously lowering the investment viability in strengthening trade. Investors will need to keep a close eye 
on developments over the coming months in mitigating potential risk. 
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Uganda has revived its national air carrier but faces an uphill battle in an already-crowded regional 
market  
 
After nearly two decades of absence, Uganda has moved ahead with the re-launch of its national 
airline. The state carrier was closed in 2001 after years of maladministration, corruption and theft of 
assets, crippling the airline’s ability to maintain profitability.  
 
Uganda Airways took to the skies in August for its maiden flight – a 45 min journey to Jomo Kenyatta 
International Airport in Kenya. To improve carrying capabilities Uganda Airways recently purchased 
two Bombardier CRJ 900 planes. An order for two Airbus A330-800, due for delivery in 2020, will allow 
the airline to penetrate long-haul routes. Uganda Airways will be playing catch-up to others already 
operating in the market, including key competitors Kenya Airways and Ethiopian Airlines. In recent 
years Rwanda and Tanzania have also invested in national air their presence and capacity to cater for 
regional travel which too will pose stiff competition for Uganda Airways.  
 
In terms of investment opportunities, the outlook is positive, but a cautious approach should be taken 
by investors considering direct and peripheral investment avenues. The International Air 
Transportation Association projects an average growth rate of 5% over the next 20 years, however 
this would need to be monitored as many of the continent’s largest carriers are recording losses 
projected to reach US$ 100 million by the end of 2019.  
 
Smaller airlines, like Uganda Airways, will find growth problematic without positioning themselves as 
strategic hubs for air travel. Uganda Airways could place greater emphasis on domestic travel, given 
the 2 million strong passenger numbers passing through Entebbe, the country’s main airport, and who 
are currently using international carriers to do so. In the larger context Uganda is considering signing 
the proposed Africa-wide Single African Transport Market Agreement which was proposed in 2018 
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market, including key competitors Kenya Airways and Ethiopian Airlines. In recent years Rwanda and Tanzania 
have also invested in national air their presence and capacity to cater for regional travel which too will pose 
stiff competition for Uganda Airways. 

In terms of investment opportunities, the outlook is positive, but a cautious approach should be taken by 
investors considering direct and peripheral investment avenues. The International Air Transportation Association 
projects an average growth rate of 5% over the next 20 years, however this would need to be monitored as 
many of the continent’s largest carriers are recording losses projected to reach US$ 100 million by the end  
of 2019. 

Smaller airlines, like Uganda Airways, will find growth problematic without positioning themselves as strategic 
hubs for air travel. Uganda Airways could place greater emphasis on domestic travel, given the 2 million 
strong passenger numbers passing through Entebbe, the country’s main airport, and who are currently using 
international carriers to do so. In the larger context Uganda is considering signing the proposed Africa-wide 
Single African Transport Market Agreement which was proposed in 2018 and would see airlines decide on the 
frequency of flights between cities, however there is limited traction on the agreement with smaller airlines 
being fearful of heavily subsidised competitors like Ethiopian Airways. 

Uganda will also face an uphill battle in setting up partnerships given that African governments are being 
protective of travel routes, 
and essentially crippling the 
ability to setup carrier hubs. 
Investors looking toward a first-
mover advantages in Uganda 
Airways should bear the 
various points in mind ahead 
of committing to investing.
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Ghana’s banking industry goes through overhaul, then takes a US$1.6bn ‘hit’
The second-half of August saw a sizeable shakeup in Ghana’s banking industry. The Central Bank began a 
clean-up of the sector with the closure of over 20 savings and loans companies and a downsizing in the number 
of lenders in the market by 33%. The move resulted in some US$ 1.6 billion-worth of investments becoming tied 
up, equating to over a third of all assets currently overseen by fund managers and putting 4,000 jobs at risk. 
Unlisted bonds, direct private-equity stakes and other deals with small- and medium-sized businesses account 
for the seizure of up to US$ 900 million of the total sum of frozen assets. The remaining US$ 700 million is tied up in 
fixed-term investments with banks that were rescued during the ‘clean-up’. US$ 2 billion has been allocated to 
assist in bailing out lenders who were closed during the crackdown, with a further US$ 169 million going toward 
micro-credit companies whose licenses were suspended – the move will assist to free up some of the investments 
currently in those segments.

September 2019

Access to vaccinations for Ebola remain a huge challenge
With over 1,900 deaths since the start of the Ebola pandemic in the Democratic Republic of Congo (DRC) as 
of mid-August the virus had officially spread to a third province with news of the death of a 7-year old in South 
Kivu. In July Rwanda made the unilateral decision to shut its border with the DRC to prevent a further spread of 
the virus, but the health ministers of both countries met in August to discuss additional strategies to tackle the 
virus and the borders have now reopened. Uganda has also started testing a Johnson & Johnson-developed 
vaccine, while Mozambique has set up screening stations at various border posts to prevent the spread of 
infection. A second drug, developed by Merck, is being tested with promising results suggesting that soon the 
virus may be a thing of the past. Reaching those infected in rural areas harassed by violence has however 
proven difficult and will pose a challenge in the mass rollout of the vaccine. 
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Political unrest in Africa affects global tea price, local production and consumption 
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The African Development Bank has ramped up infrastructure investment and its support for AfCFTA
In August, the African Development Bank (AfDB) approved several disbursements of aid and project 
financing approvals. At the beginning of the month the AfDB inked a US$ 103 million grant through the African 
Development Fund (ADF) toward financing the Ethiopia-Djibouti Transport Corridor. The Bank’s Facility for Energy 
Inclusion also received a US$ 20 million injection from the Clean Technology Fund in junior equity and senior 
concession loans toward clean technology power generation projects. Adding to this momentum the AfDB, in 
collaboration with the African Import-Export Bank the AfDB, held a roadshow in Cairo to boost investor interest in 
the upcoming Africa Investment Forum which seeks to raise capital toward tangible infrastructure development 
projects with renewable energy and transportation forming a core focus. In showing its support following the 
launch of the African Continental Free Trade Area (AfCFTA) the Bank signed a US$ 4.8 million grant to the African 
Union in aiding the implementation of the agreement. 
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African Finance Corporation strengthens bilateral investment partnerships
Hot on the heels of the AfDB the African Finance Corporation (AFC), a multilateral development financial 
institution, is investing in infrastructure development among other areas. In August the AFC approved a US$ 230 
million loan for the country’s fourth largest telecommunications operator, 9mobile (previously Etisalat Nigeria) 
in aiding its turnaround strategy following debt defaults. In partnership with MUFG Bank and Sumitomo Mitsui 
Banking Corporation, the AFC was also able to finalise an inaugural US$ 150 million dual currency loan facility, 
as it looks to diversify investment sources toward the Far East in stimulating participation in Africa’s development. 
Earlier in the year the AFC attracted considerable interest from South Africa’s Rand Merchant Bank who issued 
a US$ 650 million seven-year Eurobond in assisting the management of potential liabilities and in supporting 
infrastructure development projects across the continent. 
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Political unrest in Africa affects global tea price, local production and consumption
The month of August saw a significant decline in global tea prices due to socio-economic and political crises 
being faced by the world’s leading tea consumers. According to the East African Tea Trade Association there 
will be a further decrease if political uncertainties continue in major tea trading countries such as Egypt and 
Sudan. At the time of publication, the global price per kilogram stood at US$ 2.73, down 18% year-on-year. 
Despite the downturn in consumption an overall rise in tea production in Africa, which currently stands at 717 
million annually, was registered with a marginal 0.68% increase over the period 2017/2018 - up from 5.81 million to 
5.85 million kgs. Kenya continues to be the largest producer of tea on the continent generating more than US$14 
million in revenue for FY18, though its own production has seen a fall since July given weaker crop levels. 
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Mali and DRC mining regulations appear to gravitate toward resource nationalism
In a move viewed by many toward resource nationalism, the government of Mali has revised the country’s 
mining code, noting that mining companies with operations in the country will forego the ability to secure 
exemption from value-added tax, while simultaneously becoming more susceptible to fiscal changes given 
a shorter protection period which previously stood at 30 years. Operators including AngloGold Ashanti, 
Barrick Gold, B2Gold and Hummingbird Resources are all exposed to the changes. Similar changes have 
already been made in the DRC in 2018 with many international investors becoming dissuaded from investing 
in the country. The appointment of Willy Samsoni as mining minister in late August could see a reversal of the 
changes, but the potential of continued resource nationalism is high with investors awaiting the opportunity 
to negotiate existing legislation given the newly-formed government. AngloGold Ashanti and Barrick Gold 
are again quite exposed to the potential changes and may look to re-evaluate their investments in both 
countries. 
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Five African countries targeted in North Korea cyberattack
Several African countries were targeted in cyberattacks that originated in North Korean in August, including 
Liberia, Nigeria, South Africa, The Gambia and Tunisia. Using malware to affect transaction behaviour, North 
Korea was able to raise an alarming US$ 2 billion in crypto-currency and banking transactions. The primary 
routes were the ‘Society for Worldwide Interbank Financial Telecommunication’ (SWIFT) system used for money 
transferals, ‘crytojacking’ and the mining of cryptocurrencies. A UN report released in the week of the attacks 
noted how North Korea pursued a strategy that was least monitored by government and regulations and that 
no attempt for anonymity was made. The Korean hackers used Cryptojacking malware on bank employee 
computers and were able to send out a series of fraudulent messages as well as successfully completing the 
virtual destruction of evidence. For South Africa this is the second such intrusion following one from a 2016 
attack targeting Standard Bank which saw the institution lose US$ 19 million.

7

September 2019

ADVISORY BRIEFS




