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The purpose of this survey is to provide an overview of rapid growth in the area of investments, with 
particular emphasis on fund managers investing in listed African financial markets outside of South 
Africa. Although the focal point of the survey is to review opportunities in the listed African
environment excluding South Africa, the latter remains the continent’s most developed and
regulated financial market, providing access for investors as a gateway into the rest of Africa. 

A total of 39 funds participated in the Novare Africa Fund Manager survey. The funds are classified 
as either Africa, Frontier Africa, pan-African or sub-Saharan Africa funds. The majority of
participating funds are long-only equity funds that invest in African stock markets with limited or no 
exposure to South Africa. The mandates of participating funds allow investments in the listed 
equities of companies that derive a portion of their income from the continent. 

Novare would like to express its appreciation to all the funds that participated in the 2014 Novare 
Africa Fund Manager Survey, which would not be possible without their support and contribution. 
The majority of funds invited to participate did so while those that were unable to participate had 
closed their funds to new investments. The survey was conducted by means of a voluntary
questionnaire completed by managers that invest in African financial markets. All values in this 
survey are expressed as a percentage of participating assets unless otherwise indicated. 

This is Novare’s third survey on Africa-based and Africa-focused fund managers.

HIGHLIGHTS

• Participating funds’ assets under management rose over the previous year from  $3.1  

 billion (June 2013) to $4.8 billion (June 2014)

• Close to half of all assets were managed within funds with a track record exceeding five  

 years

• The majority of funds are denominated in US Dollars

• The most popular fund domicile was the Cayman Islands

• 30.8% of participating funds were UCITS compliant

• Of participating funds, 66.7% were listed on a regulated exchange

• The bulk of capital invested was from South African investors

• There has been a shift towards lowering fees with almost all new funds launched charging  

 a management fee of less than 2.0% a year

• The most popular location for fund managers to be based in, is South Africa

• Monthly subscription to funds remain the norm, as reported by 69.2% of participants
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INVESTMENT CASE

Towards the end of 2014, the International Monetary Fund (IMF) published its regional outlook for 
sub-Saharan Africa, noting that its 2014 economic growth expectation for the region stood at 5%. 
Earlier that year, the IMF estimated that this year’s growth would come in just under 5.4%, but global 
economic and geo political disruptions have pushed that estimate downwards.

Despite this, relative to most other regions, growth has remained strong.

GDP growth rates

Source: IMF Staff Estimates, October 2014

In 2013 the sub-Saharan region surpassed other emerging and developing countries in terms of 
economic growth, while the forecast for 2014 and 2015 shows this trend continuing at an even 
greater rate.

The major story in terms of gross domestic product (GDP) in 2014 was the official rebasing of the 
Nigerian economy from a base year of 1990 to a base year of 2010. Nigeria’s economy as at the 
end of 2013, was rebased from $270 billion to $510 billion, an increase of roughly 90%. This was 
mostly due to sectors such as retail, telecommunications and film production, which were
previously either not reported or under-reported.

This has propelled Nigeria into being the largest economy on the continent, as well as the 26th 
biggest globally. The revised GDP figure has significantly improved certain indicators, such as the 
ratio of debt to GDP. However, the ratio of tax income to GDP, which for developing countries is 
generally around half of that of developed economies, is now shown to be extremely low. France, 
for example, has a ratio of 44.6% and the UK 39%, while Tanzania is at 12%. Nigeria’s revised figure 
is 6.1%, indicating there is much scope for fiscal authorities to stabilise the country’s notoriously 
fragile public finances.

Africa has historically been regarded by many to be a resources story. Whilst this has changed in 
recent years, there remains a tendency to look for correlations between economic strength and 
underlying commodity prices.  
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During 2014 many commodity prices experienced negative growth. If one looks at public bourses 
across the continent, outside of South Africa, it is relatively rare to find major commodity players 
listed locally. As a result, falling commodity prices did not have an immediate direct effect on the 
prices of listed equities, instead it was felt indirectly via the consumer and financial sector.  On the 
currency front, almost all African exchange rates lost ground against the US dollar during 2014 as 
illustrated below.

Source: Inet-Bridge

Exchange rate movements relative to the USD rebased to 100 December 2013
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The Ghanaian Cedi was one of the worst hit currencies during 2014, losing almost 35% against the 
US dollar as at the end of December. The drop in currency values helped cushion the effect of the 
weakening commodity prices. Unfortunately, most of these economies are net importers of food 
and other manufactured products, and the inflation effect on consumers was severe in countries 
such as Ghana.

On the debt side, it was the rise of the African Eurobond that caught the attention of markets. Since 
Ghana issued its debut Eurobond in 2007 to the value of $750 million, many other African countries, 
including Zambia and Nigeria, have jumped at the opportunity to access these capital markets. 
The IMF noted that in 2014, roughly $7 billion of sovereign bonds were issued and that the markets 
were hungry for these due to perceived good economic prospects and sound macro-economic 
policies. Certain economists have warned that given currency volatility, foreign currency
denominated debt serving might become burdensome.

Equity markets across the continent experienced relatively diverse returns during 2014, particularly 
the Nigerian market which was under pressure during the last quarter. There was also a low level of 
correlation between some African markets and their more developed peers. African markets 
continued to be characterised by poor liquidity and a lack of derivative instruments.

Stock exchange performance rebased to 100 on December 2013 
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With interest rates globally at record low levels, the expectations are that in 2015 levels will start to 
increase. This, together with the slowdown in economic growth in countries like China and India, 
there are likely to be some headwinds for the continent’s economies and markets. 

Sub-Saharan countries have considerable room for growth, but to attract long-term capital
sensible fiscal and monetary policies, in combination with strict inflation control, will be crucial.

Source: Inet-Bridge



Assets under management

TRACK RECORD
Funds with a track record of less than one year accounted for 5.1% of participants and housed 
1.3% of assets. A further 20.5% of participants had a track record exceeding one year but less than 
two years (with 3.6% of assets). 7.7% of participants had a track record exceeding two years (but 
less than three years) and managed 7.9% of assets. 

Funds with a track record of between three and four years represented 5.1% of participants with 1% 
of assets. Funds with a track record of between four and five years amounted to 20.5% of
participants (7.9% of assets), with 43.5% of participating funds boasting a track record exceeding 
five years and accounting for 78.1% of assets.
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ASSET LEVELS
A new high was reached in terms of the assets managed by participating funds in 2014. Assets 
reached $4.862 billion, from $3.180 billion the previous year. The increase in total assets under
management can be attributed mainly to inflows, with 70% of the increase attributed to further 
flows into funds with an African focus.  The increase in flows demonstrates rising levels of interest in 
investment in Africa.
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Length of track record

STRUCTURE

The US dollar is the world’s primary reserve currency, and 85% of all currency transactions involve 
the US dollar, with 25 different currencies pegged to it. It is therefore not surprising that over 85% of 
funds use the US dollar as their base currency. The second most used currency is the South African 
rand, with 10.3% of participating Africa fund managers using the rand as a base currency. The rand 
remains one of the most liquid and most traded developing market currencies in the world. There 
are funds that use the US dollar and another developed market currency as base currencies. These 
account for less than 3% of the participating fund managers.
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CURRENCY DENOMINATION
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There has been a noticeable increase in the number of funds domiciled in Mauritius with the 
number of managers as a percentage of survey participants having increased from 2.8% in 2010 to 
18% in 2014. One reason for this could be the tax transparency offered by legal structures in
Mauritius. 

Domicile as % of participants 

DOMICILE
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Domicile 

Managers domiciled in Cayman Islands and Ireland reduced in 2014. Cayman Islands dropped 
from 22.2% in 2013 to 20.5%, while Ireland reduced from 22.2% in 2013 to 15.4%. Luxembourg and 
other domiciles including Jersey, Malta and Guernsey remained the least preferred destinations.

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

% of AUM 2010

% of AUM 2013

% of AUM 2014

Ireland Cayman Islands British Virgin Islands South Africa Mauritius Luxembourg All other

Despite the decline in 2014, the Cayman Islands remained the most preferred domicile when 
measured as a percentage of assets under management. The Cayman Islands domicile as a 
percentage of assets under management was 24.4% in 2014 from 39.2% the previous year. South 
Africa showed a slightly increase to 2.9% from 2.7% in the previous year. This was after a significant 
drop from 2010. In 2010 funds domiciled in South Africa as a percentage of asset under
management were 28.2%, ranked second after Cayman Islands. 



LOCATION OF INVESTMENT ADVISOR
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Nearly 70% of fund advisors (by AUM) are based in South Africa. This is an increase from around 50% 
in the previous periods. Although there are fewer fund managers based in the US running Africa 
mandates, they are second in terms of fund size. 

Location of investment advisor

Location of investment advisor as % of participants 

In 2013, 27% of management companies were based in the US, and that reduced to 16% in 2014. 
There has been a continuous decline in management companies based in the British Virgin Islands, 
since 2010. Although over a quarter of managers are located in Mauritius, this is not based on the 
size of the funds. In 2014, only 5.3% of managers according to AUM were based in Mauritius.
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INVESTOR PROFILE

INVESTORS AND FEES

INVESTOR LOCATION

Although mandates allow managers to invest across the entire continent, a large number of fund 
managers are located in South Africa. This has been the case since 2010. There has however been 
a reduction in the number of managers located in South Africa and increase in managers located 
in Mauritius. In 2013, 46.1% of managers were based in South Africa compared to 44% in 2014, 
whereas the number of managers who chose Mauritius as a location increased from 5.8% in 2010, 
to over a quarter in 2014.
 
The increase follows the introduction of the Mauritius Limited Partnership Act in late 2011. Due to its 
tax transparency and governing law, limited liability is the preferred legal structure for a number of 
Africa fund managers. Managers located in the UK, Cayman Islands and other countries have 
remained the same.

Investor type 

The increasing level of investor interest in Africa over the years has been most amongst long-term 
investors like pension funds. In 2010, pension funds accounted for 7.8% of the investor pool, and this 
has steadily increased to 21.8% and 30.9%, in 2013 and 2014 respectively. Some of the early 
entrants to the African market have shown a decline over the years, including long-term insurers 
and funds of funds. These two investor groups accounted for over 50% of the investor pool, but this 
has declined to 16% of the investor universe. Retail investors have remained the same over the 
years.

At over 28%, the largest investor base is still in South Africa, closely followed by the US with 26.1% of 
investors, according to AUM. In 2013, the US accounted for 30.6% of AUM. Growth areas include 
other African countries, excluding South Africa and Europe excluding the UK. The growth of other 
African countries has more than doubled since 2010 and it is indeed pleasing to see that in 2014, 
African investors invested increasingly in their own continent.
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Investor location

Frequency of NAV reporting

REPORTING AND DEALING FREQUENCY

Funds have redemption notice periods ranging from a week or less to three months. More than 50% 
of funds as a percentage of assets require a notice period of a month in order for an investor to 
withdraw. Although this number has dropped since 2010, when it accounted for over 70% of assets, 
it is still significantly high. 

As in previous years, the bulk of participating funds reported their Net Asset Value (NAV) on a 
monthly basis, followed by weekly reporting. The daily NAV reporting class, which is mostly
represented under South African collective investment schemes (unit trusts) declined over the 
period, to less than the number represented in 2010.
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Redemption notice period

Due to the benefits UCITS funds (Undertakings for Collective Investment in Transferable Securities) 
offer both managers and investors compared to the alternative investment and offshore funds, 
they are the preferred framework. These include benefits with regard to distribution for managers, 
as well as greater transparency, more efficient risk management and increased liquidity for
investors.

Managers offering liquidity of two to three months declined from the previous year, whereas there 
are more managers requiring a shorter redemption notice period of a week or less. This could 
influence more investors to invest in Africa, as there are signs of much higher liquidity.
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Since 2010, UCITS had been the preferred legal framework. As a percentage of AUM, 51.8% used 
UCITS in 2010 and that increased in 2014 to 77.8%. Only 22.2% of assets do not utilise UCITS. 

Nearly three quarters of participants used UCITS in 2014 against 25% of participants who did not. This 
has increased over the years since 2010 when 66.7% of participants used the legal framework.

UCITS as % of participants

FEES                 

Managers charge different fees depending on the type of investor and the investment size. In 
earlier years, fund managers charged fees of between 1.5% and 2.0%. This has changed over time 
with the number of managers charging fees of 2.0% having declined, while those changing 1.5% 
management fees have remained above 30% of the participants. 

12.8% of participants charge fees above 2.0%, while the biggest management fee class in 2014 
according to the number of participating managers was 1.5%, followed by management fees of 
1% a year. There are few participants offering management fee structures under 1%
(0% - 0.75%), and they make up 5% of the universe of participating managers.
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The dominant fee class according to assets in 2014 was a 1% management fee per annum, 
followed by the 1.5% fee class. Previously the fee class of 1.5% accounted for more than half of the 
participating universe, according to asset size. In 2010 the 1.5% fee class accounted for 68.7%, 
compared to 5.6% for the 1% management fee. Participants by asset size offering a 1%
management fee increased from 5.6% in 2010, to 38.67% in 2014. 

Management fees
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Performance fees charged as % of participants

The number of participating funds charging performance fees of between 0% and 10% remained 
the same in 2014 compared to 2013. Funds offering a performance fee of 15% has increased since 
a year ago, while funds offering a performance structure of 20% reduced.  

In 2013, 20.5% of participants offered a performance fee of 15% compared to 23.1% in 2014, while 
48.7% of participating funds charged a 20% performance fee class, which dropped to 43.6% in 
2014. Only 2.6% of participants offered performance fees outside of the 0% to 20% range. Funds 
offering a zero performance fee dropped from 37% in 2013 to nearly 22% in 2014, while the 20% 
performance fee class increased by 8% in 2014 from 2013. 
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Performance fees 
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Hurdle rate

The hurdle rate refers to the rate of return that the fund manager must beat before collecting 
incentive fees. The most commonly applied hurdle rate in 2014 is a cash related hurdle, which 
accounts for more than half of the assets. An index type of hurdle rate is becoming less preferred 
(i.e. MSCI Emerging Market Africa for an Equity Fund) with a 2.5% drop from the previous year. 
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High water mark

The high-water mark ensures that managers do not get paid for poor performance. If the manager 
loses money over a period, he or she must first get the fund back to above the high watermark 
before receiving a performance fee. 

In 2014, over 80% of funds as a percentage of assets under management applied a high water 
mark. A cap on the performance fee is when the manager outperforms the hurdle, after which 
there is a ceiling with no further performance fees are charged. Caps are instituted purely to limit 
fees to an acceptable level. In 2014, nearly half of the funds applied a cap on their performance 
fee, double the number in 2013 when only 25% of funds as a percentage of assets under
management applied a cap. Funds not offering a cap on the performance fee in 2014 and 2013 
remained the same.
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COUNTRY EXPOSURE
With a population of 174 million people and an annual growth rate of over 6% (IMF), Nigeria is 
currently one of the world’s fastest growing economies.  With over 250 listed securities on the
Nigerian Stock Exchange, there is scope to invest. Evidence of this is that Nigeria is the most 
preferred investment destination, as a percentage of participating fund assets. This has been a 
trend since 2010 when 30% of assets were invested in Nigeria. 

Geographic exposure

However, exposure to Nigeria reduced in 2014 to 21%, as other countries were considered. These 
included Egypt, Kenya, South Africa, Zimbabwe and Morocco. African fund managers also have 
some exposure to offshore markets outside Africa, however this is a small percentage of their 
portfolio.
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Geographic exposure 
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CLOSING REMARKS 
Africa is attracting increased interest from global investors. This attention is driven by the search for 
yield and is supported by opportunities offered due to the nature of the market under-researched.

In addition, Africa’s strong demographics will underpin economic growth that should outpace 
developed and even some emerging markets. Risk factors are increasingly being dealt with at 
government level.

With the assistance of a fund manager in these markets, exposure to high quality companies can 
be obtained in an optimal portfolio set-up to maximise return and minimise risk for the investor. As 
highlighted in this report, the necessary skills and infrastructure already exist in well-established 
funds, to provide a solid platform for potential investors to access these markets while reducing 
their operational, country and market risks.

Increasingly investors are realising the potential of African financial markets and the opportunities 
they have to offer.
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DISCLAIMER

This survey report is for the use of Novare Investments (Pty) Ltd and its clients and is subject to copyright.

Copyright in this document created by Novare Investments will remain vested in us. It may not be 

reproduced in total or in part nor published externally without prior written consent of Novare Investments 

(marina@novare.com). The information in this survey report does not constitute the personal views of Novare 

Investments and opinions expressed herein are subject to change without notice. The information produced 

in this document is based on information received from third parties that have not necessarily been verified 

by Novare Investments or by another independent party. Information is reported on an aggregate basis 

without disclosing any particular asset manager information. While the information contained herein has 

been obtained from sources believed to be reliable, Novare Investments (Pty) Ltd makes no representations 

as to the accuracy or completeness of this information and accepts no liability in relation to this issue. Novare 

Investments will not accept any liability for losses suffered as a result of inaccuracies or incomplete informa-

tion. Novare Investments, its directors, employees and agents shall not accept any liability or responsibility of 

whatsoever nature and however arising in respect of any claim, damage, loss or expense relating to or 

arising out of or in connection with the reliance by anyone on the contents of this document. This document 

is for information purposes only and is not intended for the solicitation of new business nor is it an offer made 

by Novare Investments. This document does not constitute an offer to buy or a solicitation of an offer to buy 

or sell units in any jurisdiction in which an offer or solicitation is not authorised or to any person to whom it is 

unlawful to make such an offer of solicitation. Novare Investments does not purport to act as an advisor or in 

any fiduciary capacity, nor does it undertake to update, modify or amend the information on a frequent 

basis. The information contained in this document does not constitute an investment recommendation or 

rendering of advice.

Past performance is not indicative of future returns which may go up or down. No guarantees are provided 

in relation to investment performance.

Novare Investments (Pty) Ltd is an Authorised Financial Services Provider in terms of the Financial Advisory 

and Intermediary Services Act No 37 of 2002. FSP No. 757

mailto:marina@novare.com
www.novare.com
www.novareinvestments.com
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