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Overview

This is Novare® Investments' inaugural report on African focused fund managers. The main
purpose of the survey is to map the listed African space as an investment destination to
potential investors, specifically focusing on managers that invest in these markets and the
products they offer.

Africa is relatively under-researched which creates exciting investment opportunities, including
potential investment in often overlooked, well established companies in markets that are (to
date) under-exploited. With the assistance of a professional 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.

The focus of the survey is the African continent including North Africa and the funds that
would give you access to these markets. The investment products included are mainly focused
on investment in the listed African space, excluding South Africa. However, many of the
investment products do include a (limited) South African component. Even though South
Africa is not the main focus of this survey, being the continent’s economic powerhouse and
its proximity to other African nations offer investors a gateway into Africa. Although North
Africa is normally classified distinctively as part of the Middle East and North Africa (MENA)
region, we included North Africa in this survey.

Participating funds are typically labelled as either Africa, Frontier Africa, Pan Africa or Sub-
Saharan Africa.

This survey was conducted by means of a voluntary questionnaire completed by managers
that invest in African financial markets, taking a snapshot as at 30 June 2010. The results
are reported on an aggregate basis.

We wish to extend our warmest appreciation to all fund managers who participated in this
survey.
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Introduction

Since the start of the century astonishing growth has been observed in Africa's financial
markets. This growth was driven by several positive factors including improved macroeconomic
fundamentals, increased political stability, high commodity prices and robust domestic demand.
The world only started taking notice of the continent during 2007 as evidenced by the capital
inflows observed during that time. Ironically these inflows were just before the international
financial crisis struck.

Due to the limited exposure of the region's financial institutions to complex international
financial products engineered by the developed world, Africa was largely unaffected by first-
round effects of the financial crisis. However, these markets did experience massive capital
withdrawals (as also observed in emerging markets) as domestic investors moved their capital
to risk free assets and foreign investors withdrew capital as they were deleveraging and de-
risking their investment portfolios.

Since then developed economies have recovered to a certain extent, but during the first half
of 2010 uncertainty and volatility returned as a degree of doubt remained, especially
surrounding sovereign debt and the potential for a double dip recession. These resulted in
muted developed market returns over the first half of the year. For investors looking elsewhere
for yield, frontier markets including African markets can no longer be ignored.

Many investors are unfamiliar with the extent of economic improvement in Africa over recent
years. Even though the continent remains among the world's poorest regions, it is growing
at a steady pace. From the start of the century African Gross Domestic Product (GDP) growth
has been substantially higher than that of world markets. According to the International
Monetary Fund (IMF) (2008), average growth of 5.0% per year from 2002 was observed in
this region compared to a global average of 4.1%.

IMF forecasted average real GDP growth for 2010-11

Source: IMF World Economic Outlook (2010)

These growth rates are projected to continue. Even after the credit crisis of 2008 and its
impact on world GDP, growth expectations for the African region remains strong. The IMF
(2010) estimated growth of 4.7% for 2010 and 5.9% for 2011 for Sub-Sahara Africa, more
than double when compared to advanced economies with 2.3% for 2010 and 2.4% for 2011.
These figures place Africa amongst the fastest growing markets in the world - the highest
rate outside of Asia and outpacing Brazil, Russia, Mexico and Eastern Europe.
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GDP growth of selected African nations

Source: IMF World Economic Outlook (2010)

These growth rates are being sustained by powerful demographics with the total combined
African population rivalling those of China and India and almost three times that of the United
States. The most populous country on the continent is Nigeria (also the eighth most populous
in the world), with close to 150 million people according to the Central Intelligence Agency's
(CIA) World Factbook (2010).

Population of selected African nations

Source: Central Intelligence Agency, The World Factbook (2010)

What strengthens the investment case for these markets is a strong emerging middle class
combined with an extremely young population. According to the United States Census Bureau
(2010), more than 50.0% of the African population is younger than 30, which could underpin
labour force growth as well as sustainable consumer demand.

In addition, robust domestic demand in Africa is not contingent on huge stimulus packages,
corporate bail-outs or extremely low interest rates as is the case in developed markets. These
factors should lead to an increase in consumption and infrastructure expenditure in African
markets, supported by low debt structures and other factors such as low penetration of
banking and mobile telephony - all of which have the potential for significant growth
opportunities in a number of different sectors.

In short, in an environment where the outlook for developed economies remains subdued,
emerging markets - especially African markets - are expected to maintain their strength in
the foreseeable future and continue their observed growth rates. Investors searching for yield
or diversification should take notice. How can investors tap into these potential double digit
growth rates?

8%

7%

6%

5%

4%

3%

2%

1%

0%

Advanced Economies South Africa Morocco Egypt Nigeria

Projected Real GDP 2010 Projected Real GDP 2011

Kenya

140

120

20

Nigeria Ethiopia Egypt Democratic Republic of the
Congo

South Africa Tanzania

160

100

80

60

40

0

M
il
li
o

n
s



NOVARE® INVESTMENTS • AFRICA FUNDS AND MANAGERS SURVEY • NOVEMBER 2010

5

African equity markets

A well functioning stock market has long been considered a prerequisite for economic growth
in developing economies. African economies realise this and continue to explore approaches
to implement such structures. African stock markets have grown from strength to strength
- from only seven in 1988 to the current 29 operating stock markets on the continent.

However, most of these African financial markets are still classified as frontier markets as
they have not yet reached the levels of economic advancement of their emerging market
peers. These countries have considerable room for growth, but to attract long-term capital,
sensible fiscal and monetary policies by the countries' governments combined with inflation
control are crucial. The only markets on the continent that are classified as emerging markets
are South Africa, Egypt and Morocco.

In contrast, frontier markets such as Nigeria, Ghana, Kenya and Zimbabwe are well known
in terms of size and financial market development, with even smaller markets like Tanzania,
Uganda and Zambia also promising strong growth potential. It should be noted that 70.0%
of Africa's total market capitalisation is situated in South Africa, the continent's economic
powerhouse. As at 30 June 2010 the country had a total market capitalisation of USD 588.2
billion. Egypt is the second largest contributor to Africa's total market capitalisation, with
USD 71.2 billion.

Market capitalisation of selected African stock exchanges as at June 2010

Source: Standard Bank (2010)

The financial sector is the dominating sector in African financial markets (ignoring South
Africa). However, one of the largest contributors to growth is commodities, but commodity
extracting companies are typically listed on developed market stock exchanges such as the
Australian Stock Exchange and the Toronto Stock Exchange.

Aside from financials, African stock markets cover a wide variety of other sectors ranging
from consumer related to services orientated sectors, such as construction, insurance and
commercial services.

The MSCI Emerging Markets Index consists of the following emerging market country indices: Brazil, Chile,
China, Colombia, Czech Republic, Egypt, Hungary, India, Indonesia, Korea, Malaysia, Mexico, Morocco, Peru,
Philippines, Poland, Russia, South Africa, Taiwan, Thailand, and Turkey.
The MSCI Frontier Markets Index consists of the following frontier market country indices: Argentina, Bahrain,
Bangladesh, Bulgaria, Croatia, Estonia, Jordan, Kenya, Kuwait, Lebanon, Lithuania, Kazakhstan, Mauritius, Nigeria,
Oman, Pakistan, Qatar, Romania, Serbia, Slovenia, Sri Lanka, Tunisia, Trinidad & Tobago, Ukraine, United Arab
Emirates, and Vietnam.
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PERFORMANCE

The region experienced robust performance for the period between 2005 and 2008. However,
the region was also negatively affected by the global financial crisis. Reasons for this include
plunging commodity prices due to sluggish consumer demand combined with investors moving
capital to risk free assets. The world recovered to a certain extent during 2009; however African
markets’ returns lagged when compared to emerging and developed markets.

Cumulative returns from December 2008 to June 2010

Source: I-net Bridge (2010)

The region showed some recovery in conjunction with the world economy going into 2010, and
even though the continent is not yet out of the woods, it seems to have largely avoided the
macroeconomic imbalances that led to large scale damage in developed economies.

While a number of African markets offer significant opportunities covering a diverse number of
sectors, the preferred approach is for investors to use a frontier market specialist to obtain
exposure. Fund managers that invest in these markets have carved out a niche in this relatively
unexplored investment universe. Given a proven track record, their specialist skills are a prudent
way to access the region's full investment potential.

Part of what they bring to the investment process is a better understanding of Africa's unique
complexities which may include political, currency, liquidity and market factors. An appreciation
of the influences of these factors can add considerable value to a portfolio.

One of the main benefits of investing in African stock markets is the diverse drivers of market
performance which allows for effective diversification.

The emergence of specialised African funds over the past few years illustrates the increasing
investor confidence in these markets, on the part of managers as well as investors. This is
further illustrated by the fact that none of the fund managers had any difficulty in raising
capital, with some now already soft closed. The managers of these funds are positioned with
the knowledge necessary to reap the returns as well as minimise risk in these unique markets.
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Key findings

• Total assets of participants USD 2.9 billion.

• A total of 41.1% of participating funds’ advisory offices are located in South Africa.

• Funds with a track record of at least three years totalled 79.4% of participants.

• A total of 26.6% of assets are investments from long term insurers with a further 25.8%
from funds of funds.

• 91.4% of participating funds are USD denominated.

• 25.0% of participants indicated that the funds are UCITS III compliant.

• The norm is for monthly investor dealing.

• The most common fee combination of participants is a 2.0% annual management fee and
20.0% performance fee.
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The majority of funds are
long only equity funds

Funds participating in this
survey manage assets of

USD 2.9 billion

Types of funds

A total of 39 African funds participated in this survey, with the majority long only equity funds
that invest in African stock markets making limited investments in South Africa. Investments
in listed equities of companies that derive a portion of their income from the continent even
though the shares are not listed on an African exchange (but listed or dual-listed in another
jurisdiction), are often also allowed in the portfolios. It should be mentioned that funds
established more recently tend to have broader mandates that allow gross exposure exceeding
100.0% (shorting is allowed), as well as the inclusion of other asset classes such as fixed
income instruments and currencies.

Only a few African stock markets allow shorting of instruments, but as more investors enter
these markets liquidity and depth should increase which will enable them to facilitate a broader
investment universe including the development of a derivatives market.

ASSETS UNDER MANAGEMENT

As at 30 June 2010 the total assets under management in African focused funds participating
in this survey totalled USD 2.9 billion.

Assets under management
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The bulk of fund advisors are
located in South Africa

FUND ADVISORS

The bulk of fund advisors are located in South Africa as indicated by 52.8% of participants
(representing 55.0% of assets). Advisors located in the United Kingdom accounted for 25.0%
of participants, managing a total of 11.5% of assets. A further 25.2% of assets were managed
from the United States, 4.3% from Zimbabwe, and Mauritius based advisors managing 2.6%
of assets. Other advisor locations include the Netherlands and Kenya.

Location of fund advisors

The majority of advisors to funds that invest in African financial markets are housed within
South African based asset management companies. Some international asset managers have
rolled out frontier focused funds that invest in African markets; in addition a number of
companies that specialise in African investments have recently been established.

An interesting observation is that 58.3% of funds are managed with the whole team located
in the above mentioned location, that is, all the portfolio managers and analysts are based
in the country where the fund advisor is situated. The remaining funds have fund managers
or analysts based in multiple countries. The latter approach is especially prevalent with funds
within large asset management companies, who have analysts in a number of different
countries. These countries include Namibia, Botswana, Kenya, Nigeria, Swaziland and Zimbabwe.

% of AUM Jun'10

South Africa United States United Kingdom Mauritius Other

30% 50%

% of participants

Zimbabwe

20%10%0% 40% 60% 70% 80% 90% 100%
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Team approach followed Of participating asset management companies only 3.9% indicated that only one individual
is responsible for the management of their African offerings. A further 26.9% indicated teams
consist of two individuals, with an additional 26.9% indicating team sizes of three individuals.
Of the participants 7.7% have four individuals who are dedicated to the management function,
with 23.1% indicating that they employ in excess of five people involved in the day-to-day
fund management. On average these individuals have specialist African investment experience
exceeding 10 years.

Dedicated African focused investment professionals per asset advisor

TRACK RECORD

A growing number of asset management companies and boutique investment houses are
entering frontier African markets, with a significant number having built up a reputable track
record over recent years. The number of participating funds with a track record of shorter
than one year totalled 29.4%, but these funds housed a mere 3.4% of assets. Funds with a
track record of between one and two years represented 29.4% of participants and assets
under management of 14.4%.

Funds with a track record of at least three years totalled 79.4% of participants, managing a
total of 28.6% of assets covered in this survey.

Length of track record
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INVESTORS

Capital invested in African focused funds are from a diverse group, with the majority invested
by long term insurers and funds of funds, accounting for 26.6% and 25.8% respectively. High
net worth individuals investing directly (not via a fund of funds) accounted for 12.6% of
assets under management, with direct pension fund investments accounting for 7.8%.
Investments from the asset management holding company amounted to 6.5% with a further
5.3% held by retail investors. Other investors into these funds included family offices, short
term insurers, endowments and sovereign wealth funds as well as investments via platforms.

Investor profile as a % of assets under management

South African investors account for 38.0% of assets invested at 30 June 2010. The second
largest capital source is investors from the United Kingdom with a total of 19.1% of assets.
Investors from South America and Europe excluding the United Kingdom both hold assets
of just over 10.0%. Investments from the African continent (excluding South Africa) totalled
8.9% of assets, with Australian investors holding 7.7%. The remaining investors are from
North America (3.6%), Middle East (1.2%) and Asia (0.2%).

Investor base as a % of assets under management

The majority of investors
are long term insurers and

funds of funds

Investors are mainly based
in South Africa

Long term insurer Fund of funds High net worth individuals Pension funds Holding company Retail investors Other investors

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

South Africa United Kingdom South America Europe excluding UK Africa excluding SA Australia Other regions
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Operations

Of the participating managers, 91.4% indicated that their funds were denominated in USD,
representing 94.9% of assets as at 30 June 2010. The remaining funds are available in South
African rand. Of the USD denominated funds, nearly 6.0% are also available in other currencies
including the Euro and the British Pound.

Fund currency denomination

Just over a quarter of participating managers indicated that their respective funds are domiciled
in Ireland (housing a total of 10.8% assets). Similarly, a quarter of managers indicated that
their funds are domiciled in the Cayman Islands (housing 38.1% of assets).

Managers indicating that their funds were domiciled in the British Virgin Islands (BVI) accounted
for 16.7% of participants (5.8% of assets). Another 11.1% of participants indicated that their
funds are domiciled in South Africa (housing 28.2% of assets). The remaining funds were
domiciled across a number of different jurisdictions including Jersey, Malta, Guernsey,
Netherlands, United States, Luxembourg and Mauritius.

Fund domicile

A quarter of funds are
domiciled in Ireland,

with another quarter in
the Caymans

% of participants

% of AUM Jun'10

75% 80% 85% 90% 95% 100%

USD ZAR USD and EUR USD, EUR and GBP
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The European market is increasingly moving towards a regulated asset management industry
in the form of UCITS III and UCITS IV (“Undertakings for Collective Investments Transferable
Securities”) compliant funds. A UCITS III compliant fund should be open-ended, invest in a
number of eligible instruments (these include listed securities, money market instruments
and derivatives) and may increase the gross exposure to a certain limit. Only a quarter of
participants indicated that their Africa focused fund is UCITS III compliant.

UCITS III compliant

The majority of managers that invest in African stock markets (58.3% of participants, managing
78.8% of assets) indicated that their funds are listed on a regulated stock exchange.
Interestingly, 25.0% of all participants are listed on the Irish Stock Exchange. Other exchanges
where funds are listed include NASDAQ, Luxembourg and the Johannesburg Stock Exchange.

Listed on a regulated exchange

No Not reported

% of AUM Jun'10
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40%30%20%10%0% 60% 70% 80% 100%
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% of AUM Jun'10
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Three quarters of participants
report a monthly NAV,

with a fifth reporting daily

ADMINISTRATION

Three quarters of participants (representing 86.5% assets) report a monthly net asset value
(NAV) to investors. The remaining funds have more regular NAV reporting (weekly or even
daily). Funds that report a weekly NAV are often housed in a regulated product such as UCITS
or a South African unit trust. To comply with the requirements of these structures funds have
to meet certain regulatory requirements, including prescribed reporting intervals and investor
dealing frequency.

Frequency of portfolio NAV reporting

INVESTMENT TERMS

The most popular minimum initial investment in a fund is USD 100,000 with 33.3% of
managers indicating this option.

Minimum initial investment required as % of participants
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Monthly investor dealing is indicated by 72.2% of participating funds, managing 61.9% of
assets. The remaining funds indicated a dealing frequency of shorter than one month, with
funds allowing weekly dealing representing total assets under management of 30.9%.

Investor dealing frequency

Similar to fund subscriptions, the majority of funds (managing 61.0% of assets covered in
this survey) accommodate monthly investor redemptions. Some funds only allow quarterly
client redemptions, irrespective of more regular investment subscription intervals.

Investor redemption frequency

% of AUM

Bi-weeklyWeekly

50% 70%

% of participants

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

Daily Monthly

% of AUM
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Monthly investor dealing
the norm
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Of the participants, 22.2% indicated they require notice of one week for redemptions (13.5%
of assets), with the majority (63.9% of participants) requiring notice of at least one month
for redemptions (assets of 85.1%). The longest redemption notice period indicated is three
months, with just over a quarter of managers stipulating this in their subscription agreements
(13.9% of assets).

Investor redemption notice period

Three quarters of participants indicated that no initial lock-up period applies to investments.
These funds housed a total of 90.9% of assets at the assessment date.

Initial investment lock-up period

Three quarters of participants
indicated no initial

lock-up period
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Due to the illiquid nature of certain African stock markets, a number of managers that invest
in these markets impose certain redemption restrictions in their subscription documentation.
According to 16.7% of funds, managing 4.8% of assets, ringfencing of assets is allowed by
the investment manager. A further 47.2% (managing 47.1% of assets) may invoke gating
structures with excessive restrictions in the case of large investor redemptions.

Managers that allow in specie redemptions totalled 50.0% of funds managing a total of 80.5%
of assets. Managers that are allowed to suspend all redemptions amounted to 61.1% of
participants with total assets of 90.5%. Side pocketing of assets is allowed by 13.9% of
participating managers (managing 7.7% of assets). A redemption fee or penalty may in some
instances apply, as indicated by 47.2% of participants managing close to 40.0% of assets.

Investor redemption restrictions

MANAGEMENT FEES

The majority of participants charge an annual management fee of 2.0% (52.8% of participants
managing 25.6% of assets covered in this survey). An annual management fee of 1.0% is
charged by 8.3% of participants (representing 5.6% of assets), with a further 36.1% of
participants (68.7% of assets) charging a management fee of 1.5% a year.

Management fees

Management fee of 2.0%
per annum charged

by majority

Redemption penalty/exit fee

Side pocketing

Suspend all redemptions

In specie redemption

Gating structures

Ringfencing of securities
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PERFORMANCE FEES

The majority of managers charge performance fees of 20.0% (69.4% of participating funds
representing 61.9% of assets).

Of the participating funds 16.7% indicated that they charge no performance fees (these funds
accounted for 29.8% of assets covered in this survey as at 30 June 2010), with a further
5.6% (managing 1.0% of assets) indicating that they charge performance fees of 10.0%.
Performance fees of 15.0% are charged by 8.3% of participants (representing 7.3% of assets).

Performance fees

About a fifth of participants (19.4% of funds managing 29.6% of assets) use no hurdle in
the calculation of performance fees (the above performance fees percentages are thus
calculated on all positive performance). A further 58.3% of managers do take a hurdle rate
into account when calculating the performance fees (63.3% of assets).

Use of a hurdle rate in performance fee calculations

Majority of managers charge
a performance fee of 20.0%

% of AUM Jun'10

15%

50%

% of participants

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

0% (no performance fee) 10% 20%

% of AUM
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No performance fee No hurdle Hurdle Not specified
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Where a hurdle rate is indicated in the calculation of performance fees, a cash return is the
most popular hurdle rate used (mostly measured by Libor), with more than 38.9% of
participating managers (managing 55.9% of assets) opting for this. Some managers have a
fixed hurdle rate between 5.0% and 10.0% (6.7% of assets covered in this survey). In
addition, some funds use an index linked to African stock market performance as a hurdle
rate (0.3% of assets).

Hurdle rate used for performance fee calculations

The high water mark principle implies that performance fees cannot be paid more than once
on the same performance achieved. Funds managing 63.9% of assets confirmed that their
performance fee calculations are subject to a high water mark.

High water mark principle

Libor most popular
hurdle rate

% of AUM

No performance fee 5% - 10% Libor + 1%-5% Index Not specified

50%

% of participants

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

Performance fee from 0

% of AUM

No No performance fee Not specified

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

Yes

% of participants

High water mark principle
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According to 52.8% of funds participating in this survey (representing 55.8% of assets), no
cap applies to performance fees. A total of 22.2% (managing 10.6% of assets) indicated that
they do have a cap on performance fees.

Cap on performance fees

Trading activity

Due to low liquidity levels in some frontier African markets, fund managers typically take a
longer investment time horizon when investing in the region. Some of the participants include
other instruments in their portfolios which may exhibit even lower liquidity, for example
private equity, some fixed income instruments and African currencies.

Other factors that contribute to the longer term nature of investing in these markets are
trading rules set by exchanges (daily price up/down) limits, restrictions on foreign ownership,
limited free float on an exchange as well as high dealing costs.

All of these factors contribute to limited trading activity, resulting in instruments being held
for a longer time frame before value is unlocked.  It is thus important for potential investors
to understand the liquidity and trading nature of these funds.

According to participating managers, 27.8% indicated that they turn their respective portfolios
less than half the value of the fund's NAV a year. These funds housed 34.6% of assets at the
assessment date. Managers indicating that they turn the portfolio between one and two times
a year totalled 13.9% (35.3% of assets), with a further 11.1% indicating turnover of between
half and one time a year (total assets of 17.7%). More aggressive managers with a turnover
of between two and three times a year amounted to 11.1% of participants with total assets
of 1.4%.

Trading activity

27.8% of funds turn
their portfolios less than half
the value of the fund’s NAV

per year

% of AUM
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Exposure

INSTRUMENT EXPOSURE LIMITS

A total of 61.1% of participants indicated they were allowed to be 100.0% invested in African
stock markets with 11.1% indicating that they were allowed to have exposure to equity
markets exceeding 100.0% of underlying capital.

In addition to investing in equities, 27.8% of managers indicated that they were allowed to
allocate 100.0% of underlying capital to fixed income instruments and 38.9% indicated that
they were allowed to have varying exposure to listed fixed income instruments but less than
100.0% of underlying capital. No managers indicated that they were allowed to have exposure
exceeding 100.0% of their underlying capital to listed African fixed income instruments.

A total of 56.2% of participating managers indicated that they were allowed to allocate to
initial public offerings (IPOs), with mandate limits to IPOs ranging from 10.0% to 100.0%
of capital. Of these funds, 25.0% indicated that they were allowed to allocate 100.0% of their
underlying capital to IPOs.

GEOGRAPHICAL EXPOSURE LIMITS

The bulk of participating funds (41.7% managing 77.4% of assets), may allocate a maximum
of 50.0% of invested capital to a single country. A further 11.1% (4.7% of assets) may invest
a maximum of 40% of underlying capital in one country, with 5.6% of managers (with 1.8%
of assets) allowed to invest a maximum of only 30.0% of underlying capital in a single country.
Managers that are allowed to allocate all of their underlying capital to a single country
amounted to 27.8% representing 15.3% of assets.

Maximum mandated exposure to a single country

Certain fund mandates allow varying exposure limits to countries. The largest allocations are
allowed to more developed financial markets such as South Africa, with lower exposures
allowed to countries such as Nigeria, Morocco and Egypt, and even smaller allocation (the
norm is 20.0%) to the remaining African markets. These restrictions reduce the liquidity risk
that is often prevalent in these markets.

The bulk of funds are allowed
to allocate 50.0% of capital

to a single country

% of AUM

(30,40%] (40%; 50%] (50%; 60%] Not indicated

50%

% of participants

100%< 30%

0% 10% 20% 30% 40% 60% 70% 80% 90% 100%
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The majority of funds (62.4% of assets) have mandate restrictions to reduce concentration
risk, in a single issuer. However, concentration risk is not always explicitly managed in the
mandate and participants generally indicated that they would allocate less than 30.0% of
fund capital to a single issuer (as recorded for 91.7% of participants managing 98.8% of
assets as at 30 June 2010).

Maximum mandated exposure to a single issuer

% of AUM

(10%; 20%] (20%; 30%] Not indicated

50%

% of participants

40%30%20%10%0% 60% 70% 80% 90% 100%
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EXTENT OF GEOGRAPHICAL EXPOSURE

A total of 86.1% of managers had an allocation to the Nigerian Stock Market. Similarly, 86.1%
of managers had allocations to the Egyptian Stock Market with a further 80.6% invested in
the Ghanaian Stock Market. Three quarters of managers indicated that they were invested
in the Kenyan Stock Market, with a further 75.0% of participants allocating to Zimbabwe. A
total of 72.2% of participants invested in Zambia and 66.7% of managers invested in Mauritius.
South Africa was an investment destination for 66.7% of managers.

Offshore allocations were made by 58.3% of funds. These are mainly in companies that derive
more than 50.0% of their profits from Africa but are listed on an international exchange. The
majority of these listings are on the Toronto Stock Exchange, London Alternative Stock
Exchange and the Australian Stock Exchange. These exchanges, in conjunction with the
Johannesburg Stock Exchange, form the main access route in obtaining exposure to commodity
extracting companies on the African continent as few of these companies are listed on African
stock exchanges.

It should be noted that the list of markets discussed above is not exhaustive with a number
of smaller markets not included, for example Rwanda, Malawi, Mozambique, Senegal and
Tanzania.

% of managers invested in financial markets

ACTUAL GEOGRAPHICAL EXPOSURE

On an aggregate basis the assets covered in this survey was allocated to African markets as
follows: 26.5% to Nigeria, 19.4% to Egypt, 4.9% to Zambia, 4.8% to Kenya, 4.7% to Mauritius
and 4.5% to South Africa. Even though a significant amount of managers invest in the
Ghanaian Stock Market, total investments amounted to 1.6% of assets.

% of assets invested in financial markets
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ACTUAL INSTRUMENT EXPOSURE

As at 30 June 2010 the bulk of capital invested in African financial markets was invested in
listed equity (86.8% of assets), 0.1% in listed fixed income instruments, 1.1% was exposed
to direct currency, 0.1% in unlisted equity and a total of 11.9% of assets were held in cash.

Instrument exposure as % of assets under management

Other investment options

Even though this survey covered funds that are invested in African financial markets it should
be mentioned that there are a number of other options to obtain exposure to the continent.
Other types of funds that invest in the continent include dedicated private equity funds,
commodity trade finance funds, structured finance funds and funds dealing in carbon credit
notes.

Closing remarks

Africa is drawing an increased amount of interest from global investors as an investment
destination. This interest is driven by the search for yield but is also supported by the
investment opportunities offered as the continent is still under-researched, creating investment
possibilities in well established companies in a market that is under-exploited.

In addition, the strong demographics of Africa will underpin economic growth that will outpace
developed and even some emerging markets in the near future, with earlier highlighted risk
factors of investing in Africa continuously 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 or asset management houses, all of which provide a solid platform
for potential investors to access these markets and reduce overall operational, country or
market risk.

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

86.8% of assets are invested
in listed African equity

Listed equity Currency Cash Unlisted equityFixed income
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CONTACT US
Novare Investments (Pty) Ltd

Marina van Til marina@novare.co.za

P O Box 4742, Tyger Valley, South Africa, 7536

Tel: +27 (0)21 914 7730

Fax: +27 (0)21 914 7733

www.novare.co.za

Authorised Financial Service Provider : 757

Disclaimer

This survey is for the use of Novare® and its clients and may not be published externally without written permission
obtained from Novare® marina@novare.co.za. The information in this survey is for general guidance and does
not constitute the personal views from Novare® nor an offer made by Novare®. We have made every effort in
order to ensure that the information contained in this survey is accurate. However, Novare® will not accept any
liability for losses suffered as a result of inaccuracies. This document is for information purposes only and is not
intended for the solicitation of new business.
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