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CHAIRMAN OF THE BOARD  
OF DIRECTORS, ALCB FUND
2018 was another tremendous year for the ALCB 
Fund. The Fund passed the landmark of USD 100 
million in capital deployed since inception. It invested 
in new countries and new sectors and welcomed 
new investors in the form of the US Government’s 
development finance institution the Overseas Private 
Investment Corporation  (OPIC) - and the African 
Development Bank -  the first African institution to join 
the Fund. This success has been driven by the hard 
work and dedication of the Fund’s management team, 
Investment Committee and Board, who have worked 
tirelessly since the Fund’s inception in 2013 to establish 
the Fund as a professional investment company able 
to achieve impact at scale. 

The Fund’s growth in 2018 was driven by converting 
long-term pipeline opportunities into successful 
bond issuances. In total the Fund invested USD 51.4 
million across 16 local currency bonds in 11 different 
countries, bringing total invested capital to USD 
114.8 million. Participation by domestic and other 
institutional investors means that the overall co-
investment multiple is 9.6x so far. In this time, the Fund 
has invested in a total of 34 bonds in 16 countries 
and across multiple high-impact sectors, including 
housing, renewable energy, agriculture, infrastructure 
and financial inclusion. 

The Fund’s geographic footprint now includes 
investments in Eswatini (formerly Swaziland), 
Mozambique, South Africa and Zimbabwe. Its catalytic 
role varies by market: for example, in South Africa 
the Fund has supported securitisation for affordable 
housing and the country’s first corporate green bond; 
in Zimbabwe it helped the country’s only renewable 
energy company issue a bond; and in Mozambique it 
has helped to fund financial inclusion businesses as 
the economy recovers from macro-crises. Elsewhere, it 
supported the first securitisation for SME loans in the 
West African Economic and Monetary Union.  

Through the Fund’s Technical Assistance Facility, we 
have supported Issuers by providing financial and 
technical resources to facilitate the issuance process. In 
Nigeria, we helped a housing developer to establish its 
Environmental and Social Management System; and a 
renewable energy company achieve green verification 
for its forthcoming bond issuance. We have published 
market assessments for Cameroon, DR Congo, Liberia, 
Madagascar and Sierra Leone. Moreover, we helped to 
develop a benchmarking study that summarises listing 
requirements in 12 African markets. 

The Fund has developed a comprehensive Theory 
of Change to validate, guide and communicate its 

activities, aligning with the Sustainable Development 
Goals (SDG 1: No Poverty; SDG 8: Decent Work and 
Economic Growth; SDG 13: Climate Action; and SDG 17: 
Partnerships for the Goals). In terms of strengthening 
portfolio and financial management, the Fund has 
adopted International Financial Reporting Standard 
9 for the 2018 financial year, and established Finance 
and Asset and Liability Management committees. 

These strategic, governance and systems upgrades are 
essential as the Fund continues to grow and invests in 
more markets and complex transaction structures.

The Fund’s financial performance continues to be stable, 
with no defaults recorded. Impairment provisions have 
increased to reflect the forward-looking requirements 
of the IFRS9 accounting standard. Given mark-to-
market movements of the Hedging-Instruments in the 
Fund’s favour in 2018, the financial result is strongly 
positive, offsetting movements against the Fund in 
2016-17. The Fund has been able to to demonstrate 
that its strategy to invest in high-impact local currency 
bonds on a fully hedged basis can deliver a sustainable 
return at scale and ensure ample headroom to grow 
the portfolio and repay its senior investors. 

On behalf of the Board and in closing, I take this 
opportunity to thank all the stakeholders for their 
contribution to the Fund and their support in advancing 
ALCB Fund’s mission. We look forward to a prosperous 
2019 and continuation of our journey.

CHAIRMAN’S LETTER - KARL VON KLITZING

Karl von Klitzing
Chairman of the Board of Directors,
ALCB Fund
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MISSION
The African Local Currency Bond Fund (ALCB Fund) 
was established in 2012 by KfW on behalf of the 
German Federal Ministry for Economic Cooperation 
and Development (BMZ) and following the G20 
Action Plan on the Development of Local Currency 
Bond Markets (LCBMs). Its mission is to promote the 
development of African capital markets by supporting 
non-sovereign entities to issue local currency bonds in 
sectors such as financial inclusion, affordable housing, 
education, renewable energy, and agriculture. Health 
and education were added to this mandate in 2017.

The Fund aims to improve and diversify access to 
long term funding in domestic capital markets for the 
benefit of Micro, Small and Medium-sized Enterprises 
(MSMEs) in the developmental sectors mentioned 
above, and their respective beneficiaries. In the long-
term, the Fund seeks to promote financial stability and 
economic growth through capital market development. 
To date, the ALCB Fund is the largest local-currency 
bond fund  targeting non-Sovereign issuers in Africa.

BACKGROUND
Functioning capital markets are vital for balanced 
growth, offering the private-sector a sustainable 
source of long-term domestic funding and offering 
investors transparent financial instruments to channel 
savings, pensions and other pools of capital into 
the real economy. Capital market development can 
improve risk sharing and ensure the efficient allocation 
of capital, contributing to sustainable economic 
growth. Improving access to local currency funding 
also increases economic resilience. 

Well-functioning capital markets can be a significant 
source of financing for priority sectors and are essential 
for the funding of both private and social sectors. In 
line with the ALCB Fund’s mandate, we believe that 
local and regional capital markets can play an increased 
role in the financing of affordable housing, financial 
inclusion, renewable energy, agriculture, health and 
education (sectors in which hard currency funding 
from DFIs is dominant).

In underdeveloped capital markets, investors, 
intermediaries and potential issuers broadly lack 
transaction experience. In addition, high interest rates 
and limited tenors create additional disincentives for 
primary bond issuances. In this context, companies 
rely on hard currency finance. Local institutional capital 
is concentrated in government securities rather than 
the real economy. Foreign currency borrowing creates 

FX, funding and systemic risks which negatively impact 
low income households and MSMEs disproportionally. 

Most African capital markets are in a nascent state, 
with private issuances being infrequent and generally 
reserved to large financial institutions. There is a lack 
of a “credit culture” in virtually all markets, in terms 
of investment process, credit ratings and risk-based 
pricing. First-time issuers are often not aware of the 
opportunity to raise funds in the bond market or 
find transaction costs and disclosure requirements 
prohibitive compared to deal size. Intermediaries often 
lack deal experience while documentation required 
to inform and protect investors is often deficient and 
marketing to investors consequently does not meet 
minimum standards. As a result, investors prioritise 
well-known names and incumbents while avoiding 
credit analyses in unfamiliar sectors. 

OVERVIEW

The Fund aims to improve 
and diversify access to 
long-term funding in 
domestic capital markets 
for the benefit of Micro, 
Small and Medium-Sized 
Enterprises (MSMEs) in the 
developmental sectors

The overall strategy of the Fund is to be an advocate for local 
capital markets at-large and to work closely with issuers,  
investors and intermediaries to overcome the numerous market 
barriers and challenges they face. This involves:

APPROACH OF THE ALCB FUND

ACTING AS AN ANCHOR  
investor for local currency bond issuances while providing an efficient investment approval 
process to assist issuers and their financial advisers in the bond marketing process;

ENSURING HARMONISATION OF STANDARDS  
and appropriate legal documentation such that the bond can be marketed broadly; 

UNDERTAKING RIGOROUS DUE DILIGENCE  
and, more generally introducing improved credit standards to the market;

SUPPORTING MARKET TRANSPARENCY  
through publicly listed bonds, where possible, as well as first-of-their kind transactions that 
meet the Fund, investment criteria.

IDENTIFYING  
financial institutions and companies with the capacity to issue local currency bonds;

PROMOTING  
the advantages of local currency issuances, including diversification of funding and reduced 
FX risk, maturity and interest rate mismatches;

PROVIDING TECHNICAL ASSISTANCE  
to support certain costs including roadshows, credit ratings, SMART Certfication, regulatory 
filings and legal support;

ANNUAL REPORT 2018 | APPROACH OF THE ALCB FUND
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FUND STRUCTURE

*Alternate Director to Mr Evans Osano

ROLE OF THE ALCB FUND
The key developmental challenge for African bond 
markets is to increase deal-flow and capital market 
experience of issuers, investors and intermediaries. The 
ALCB Fund offers several interventions. To help bring 
new deals to market, the ALCB Fund acts as an anchor 
investor in first-time or innovative bond issuances 
by local entities. The Fund also provides technical 

ALCB FUND ACTIONS
The Fund is an advocate for African local capital 
markets through: 

• Pipeline Development: Identifying potential 
issuers based on their capacity to raise financing

• Advocacy: Informing markets on the advantages 
of local currency issuances, including diversification 
of funding and reduced FX risk as well as reduced 
maturity and interest rate mismatches

• Anchor Investing: Encouraging co-investment 
and carrying out efficient investment approval 
processes to assist issuers and their financial 
advisers throughout the bond marketing process 

• Due Diligence: Performing rigorous due diligence, 
encouraging improved credit standards in the 
market

• Technical Assistance: Supporting roadshows, 
credit and social ratings, SMART Certification, 
regulatory filings and legal support

• Transparency: Supporting market transparency 
by setting high standards for the issuers’ quality of 
information disclosure

assistance to support bond issuances which may 
include: reviewing bond documentation to improve 
documentation standards; supporting public listings 
to support market transparency; and encouraging 
credit rating to enhance the credit appraisal standards 
of the market. 

STAKEHOLDER BOTTLENECKS ALCB FUND RESPONSE

Issuers

• Many private companies are unfamiliar 
with capital markets and institutional 
investors. 

• Perception that the process is expensive 
/ long and reporting requirements 
burdensome.

• Preference for often subsidised DFI 
funding in local or hard currency.

• Engages issuers and advisers at an early stage of the funding 
process, helping them to understand whether a bond 
issuance could be a suitable option in their strategy.

• Links potential issuers to known market intermediaries.
• Provides Technical Assistance for preparation and to ease 

cost burden. 
• Undertakes early due diligence and commits as anchor 

investor to crowd-in others.
• Prices to market (along-side local investors) and cannot be 

more than 30% of the issuance.

Intermediaries

• Quality of intermediaries, including 
investment banks, lawyers, brokers, 
traders and rating agencies, remains low.

• Many have limited, if any, experience in 
overseeing a bond issuance.

• As a result, issuers receive inadequate 
advice & issuances are badly marketed, 
structured and priced.

• Provides TA funding to support the hiring of service providers 
in turn assuring quality of documentation and providing 
experience in structuring an MTN for the provider.

• Works closely with intermediaries to ensure bankable 
structures are developed.

Investors

• Institutional investors require 
transparent and regulated securities to 
meet their obligations to policy holders. 

• Besides government bonds, there 
are few local currency capital market 
securities available to invest in.

• Lack of a credit culture where investors 
focus on household names, often large 
foreign banks.

• Assists first-time issuers in coming to market, creating a new 
investment opportunity.

• Supporting the development of bankable structures that are 
attractive to local investors.

• Encouraging credit ratings to enhance the quality of credit 
assessment.

• Screening, diligence and investment process through the FM 
can provide confidence to local investors.
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SPONSORS

The ALCB Fund was initiated by KfW Development 
Bank (www.kfw.de) on behalf of the German 
Federal Ministry for Economic Cooperation and 
Development (BMZ) in 2012.

KfW gives impetus to economic, social and ecological 
development worldwide. As a promotional bank 
under the ownership of the Federal Republic 
and the Länder (federal states), it offers support 
to encourage sustainable improvement in 
economic, social and ecological living and business 
conditions, among others in the areas of small 
and medium-sized enterprises, entrepreneurship, 
environmental protection, housing, infrastructure, 
education finance, project and export finance, and 
development cooperation.

 

EQUITY INVESTOR

 
 
 
FSD Africa is a non-profit company funded by the 
UK Government which aims to increase prosperity, 
create jobs and reduce poverty by bringing about 
a transformation in financial markets in SSA and in 
the economies they serve. It provides know-how 
and capital to champions of change whose ideas, 
influence and actions will make finance more useful 
to African businesses and households.

DEBT INVESTORS

FMO is the Dutch development bank. Supporting 
sustainable private sector growth in developing 
and emerging markets by investing in businesses, 
projects and financial institutions.

IFC - a member of the World Bank Group - is 
the largest development institution focused on 
the private sector in emerging markets. IFC uses 
capital, expertise, and influence to create markets 
and opportunities worldwide. In FY17, IFC delivered 
a record $19.3 billion in long-term financing for 
developing countries, leveraging the power of 
the private sector to help end poverty and boost 
shared prosperity.

The African Development Bank Group (AfDB) is a 
multilateral development finance institution. The 
AfDB’s mission is to fight poverty and improve living 
conditions on the continent through promoting 
investment of public and private capital in projects 
and programs which contribute to the region’s 
economic and social development.

Calvert Impact Capital invests to create a more 
equitable and sustainable world. Through its 
products and services, Calvert has raised capital 
from individual and institutional investors to finance 
intermediaries and funds that are investing in 
communities left out of traditional capital markets. 
During its 22-year history, Calvert has mobilized 
nearly $2 billion of investor capital.

SPONSORS, INVESTORS & FUND MANAGER

The Overseas Private Investment Corporation (OPIC) 
is a self-sustaining U.S. Government agency provides 
businesses with the tools to manage the risks 
associated with foreign direct investment, fosters 
economic development in emerging market countries, 
and advances U.S. foreign policy and national 
security priorities. OPIC fulfils its mission by providing 
businesses with financing, political risk insurance, 
advocacy and by partnering with private equity 
investment fund managers.

FUND MANAGER

LHGP Asset Management (“LHGP AM”) was appointed 
Fund Manager to the ALCB Fund in 2015. LHGP is 
regulated and authorized by the UK’s Financial Conduct 
Authority (FCA). It offers unrivalled experience in African 
debt capital markets with substantive coverage across the 
continent. In addition to ALCB Fund, LHGP AM manages 
the Off-Grid Energy Access Fund (www.ogefafrica.com). 

LHGP Asset Management is the sister organisation 
of Lion’s Head Global Partners (www.lhgp.com), an 
investment bank, based in London, Nairobi and Lagos, 
bringing capital market expertise to development 
finance initiatives in Africa and other frontier markets. 
Lion’s Head’s experience includes fund management, 
capital markets and financial advisory work across 
financial inclusion, renewable energy, agriculture and 
health sectors.

ANNUAL REPORT 2018 | SPONSORS, INVESTORS & FUND MANAGER

ALCBF PORTFOLIO
DISTRIBUTION
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Africa’s macroeconomic performance showed signs 
of recovery in 2018, owing to improving conditions in 
global commodity prices, which in previous years had 
contributed to the weakest economic performance on 
the continent in two decades. On this path towards 
recovery, growth in Sub-Sahara Africa in 2018 was 
projected at 3.2%, relative to 3.0 % in 2017 according to 
the IMF. GDP growth is expected to continue to rise in 
2019 across the continent to reach 3.9%. 

While economic fundamentals are continuing to 
improve across Africa, growth remains uneven across 
countries. Ethiopia is expected to retain its position as 
the world’s fastest growing economy in 2019, driven 
by a range of economic reforms including increased 
financial sector liberalisation. Rwanda, Ghana, Uganda 
and Kenya are also expected to see GDP growth rise 
above 6% per annum. 

On the other side, Sub-Saharan Africa’s two largest 
economies, South Africa and Nigeria continue to face 
challenging macro-economic conditions. In 2018, 
South Africa’s economy decelerated as a result of 
a mix of political uncertainty and increasing global 
headwinds, which culminated in concerns about further 
sovereign credit rating downgrades. It remains to be 
seen if reforms under the countries new President, Cyril 
Ramaphosa, could help improve economic prospects 
in 2019. In Nigeria, growth has improved with rising oil 
prices, but remains below the rate required to supports 
high population growth. 

MARKET OVERVIEW

OUTLOOK 
The Fund’s investment pipeline for 2019 includes 
prospects for investments across renewable energy, 
infrastructure, agriculture, housing and microfinance. 
Following ongoing engagement in 2018, the Fund will 
continue support for innovative transaction structures 
such as asset-backed securitizations, and looks to 
explore investments in new geographies, which may 
involve the first Islamic finance instruments in the Fund’s 
portfolio. As the Fund’s understanding of markets and 
feasibility evolves, it further looks to support the growth 
of new products such as Green Bonds. The Fund is also 
looking to expand its investment offerings to include 
short-term liquidity instruments that will help provide a 
path towards a bond issuance.

FUND PERFORMANCE
The Fund invested in 16 issuances in 2018. These 
investments bring the ALCB Fund to 44 investments, 
across 16 countries and 32 companies. USD 115 million 

in capital has been deployed since inception with a 
current outstanding portfolio of USD 90.8 million. 

During 2018, the Fund continued to expand its activities 
into new sectors including renewable energy, and new 
countries, with first-time investments in Mozambique, 
Zimbabwe, South Africa and Eswatini (formerly 
Swaziland). This contributed to greater diversification by 
country and sector. The Fund contributed to financial 
sector deepening through supporting first-time issuers, 
client protection standards and innovative transactions. 
In 2018, the fund deployed USD 51 million, more 
than double the amount it invested in 2017. Portfolio 
performance continues to be strong and the Fund has 
no investments in arrears. 

The Fund continued to target high impact sectors in its 
investment strategy in 2018. Some notable investments 
include: 

• The first securitization in the WAEMU Region. 
The ALCB Fund anchored the debut issuance by the 
Cofina Group - an MSME lender with operations 
in Cote D’Ivoire, Senegal, Gabon and Guinea that 
targets the “missing middle”. In May 2018, the Fund 
invested equivalent USD 2.7 million in 18-month 
notes issued under Cofina’s the structure, the first 
securitization deal offered by a corporate in the 
West African Monetary Union.

• First affordable housing securitisation in Africa. 
The Fund invested USD 2 million in affordable 
housing financier SA Home Loans’ 5-year 
securitisation. The Fund invested in the Class C & D 
notes, providing credit enhancement to the higher 
tier notes.  While SAHL is an established issuer 
in the securitisation space, this was the first SPV 
comprising specifically of affordable housing loans.  

• Supporting Affordable Housing in Nigeria. The 
Fund invested USD 4 million in Naira equivalent into 
a 5-year bond issued by the property development 
company Mixta. Proceeds will be used to finalise 
the development of the company’s affordable 
housing property in Lagos. The Fund has also 
supported Mortgage Warehouse Funding Limited 
(MWFL), a securitisation aiming to provide liquidity 
to mortgage banks in Nigeria through commercial 
paper issuance.

• Supporting Renewable Energy in Zimbabwe. The 
Fund invested USD 2.25 million in the 5-year bond 
issued by Honde Hydro Power Consolidated (HHPC); 
a developer of run-of-the- river hydro projects, and 
the only IPP in the Zimbabwean power sector. HHPC 
has issued USD 15 million to date (exchange rate 
at the time of issuance). The Fund has supported 

the company’s access to funding during a period of 
tight liquidity in Zimbabwe. 

In addition to a successful year in expanding the Fund’s 
portfolio, the Fund raised additional debt funding in 
2018 from two new investors amounting to USD 50 
million. The US Overseas Private Investment Corporation 
(OPIC) contributed USD 40 million while the African 
Development Bank (AfDB) provided Rand funding of 
ZAR 140 million (USD 10 million). These investments 
bring the ALCB Fund’s total committed capital to USD 
177 million.

ANNUAL REPORT 2018 | MARKET OVERVIEW

The Fund continued to 
target high impact sectors 
in its investment strategy 
in 2018.
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*Excludes 4 issuers whose bonds had matured as at Dec 2018

PORTFOLIO GROWTH:
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*Matured Investments
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Letshego (AFB)Ghana is a provider of credit and insurance to lower income 
households. The ALCB Fund invested GHS 7 million (USD 1.8 million) in the 
company’s local currency issuance of GHS 30 million (USD 7.5 million). The 
company is being rebranded as Letshego Ghana.

GetBucks Botswana is a Fintech company providing credit and insurance 
products to the un- and under-banked in Botswana. The fund invested 
USD 2.02 million in its MTN program in 2017 and a further USD 2.6 million 
in 2018.

Growthpoint Properties Limited is South Africa’s largest real estate 
investment trust (REIT) and is listed on the Johannesburg Stock Exchange. 
The company develops and manages office, retail and industrial properties 
in South Africa. In 2018, the Fund invested USD 4.7 million in its senior 
unsecured 10-year notes. Proceeds were allocated to green-star rated 
buildings as certified by the Green Buildings Council of South Africa.

Honde Hydro is an IPP that develops and operates renewable energy 
projects in Zimbabwe, primarily run-of the river hydro-electric projects. 
The Fund invested USD 2.3 million in its 5-year bond in 2018. 

IZWE Loans is a regional provider of financial services to unbanked workers. 
The Fund made an investment of ZMW 36.1 million (USD 3 million) in the 
Group’s Zambian subsidiary.

LAPO Microfinance Bank Ltd is Nigeria’s largest microfinance bank which 
provides pro-poor financial solutions through its 406 branches to over one 
million borrowers and two million depositors. The Fund invested a total of 
USD 5 million in the company’s 5-year bond issuance in 2017.

Lesana Lesotho is a retail financial services company that provides 
unsecured lending primarily to civil servants. In 2017, the fund invested 
USD 2.4 million in its Medium-Term Note Program.

M Finance is a micro-lender specializing in the MSME segment in Zambia. 
In 2015 it initiated a ZMW 256 m medium term note programme for which 
the fund invested ZMW 36.1 million (USD 3 million).

MicroCred Sénégal, a member of Microcred Group, is a pro-poor financial 
institution committed to providing financial services and products to 
individuals and MSME entrepreneurs. In 2016 the Fund invested USD 3.0 
million in its medium-term note.

FUND INVESTEES

Alios Finance is a pan-African financial institution engaged in corporate 
and consumer lending and operational leasing. In 2014 the Fund invest 
USD 2.05 million in its Gabonese subsidiary as part of its USD 13 million 
publicly listed note programme. In 2017, the fund invested a total of USD 
3.08 million in its Cote D’Ivoire subsidiary.

Bayport is a regional microfinance institution with operations across the 
continent. The Fund has made a total of eight investments in the group 
totaling USD 23.8 million, in Botswana (2013 - matured, 2015 and 2016), 
Ghana (2015 and 2016), Zambia (2014) Mozambique (2018) and South 
Africa (2018). In 2018, the Fund invested in Bayport Securitization SA 
(Baysec SA) – a securitization vehicle that provides unsecured credit to 
individual borrowers.

CRRH-UEMOA is a regional housing finance refinancing facility involving 
over 35 commercial banks of the WAMU region. In 2017, the Fund invested 
USD 1.44 million in addition to the 2013 investment of USD 3.1 million.

Cofina Group is a financial institution with operations in Cote d’Ivoire, 
Senegal, Gabon and Guinea that provides micro and SME financing to 
companies in the ‘missing middle’. The Fund invested USD 2.7 million in the 
company’s securitization programme, the first such transaction structure 
issued by a corporate in the West African Monetary Union.

Dufil Prima Foods is a listed food company that source, process and 
market well-known food products and brands in Nigeria. In 2017, the 
Fund invested USD 3.8 million in the company’s first bond issuance, with 
proceeds used for facility expansion.

Fincorp (Swaziland Development Finance Corporation) is a consortium of 
three financial institutions that provides SME and consumer finance loans and 
insurance brokerage services, with a specific focus on the agriculture sector. 
The Fund invested USD 4.0 million in the company’s MTN program in 2018. 
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Musoni is a credit-only financial institution that serves micro-entrepreneurs, 
farmers and agriculture support service providers. The Fund invested USD 
2.5 million in its 3-year medium term note issuance.

Mortgage Warehouse Funding Limited (MWFL) is a special purpose 
company set up to provide short term funding to mortgage banks in 
Nigeria, through the establishment of an asset-backed commercial paper 
program. The Fund invested USD 563 thousand in the Commercial Paper.

Opportunity Bank is a regulated commercial bank with operations in 
eight regions across Mozambique and is a subsidiary of MyBucks SA. The 
Fund invested USD 3.0 million in its 3-year Medium Term Note.

Platinum Uganda is a Micro Finance Company that provides non-bank 
lending to customers largely comprised of civil servants and employees of 
selected companies. The Fund invested a total of USD 4 million in 3-year 
(USD 3 million) and 5-year (USD 1 million) bonds.

SA Home Loans property limited is a mortgage finance company in South 
Africa. In 2018, the company established a securitization vehicle known as 
Amber House Fund 5 and issued Notes through the securitization vehicle. 
The fund invested a total of USD 2.0 million in its class C and D notes in 2018.

Select Malawi is a retail financial services company that provides unsecured 
lending primarily to civil servants. The fund invested USD 1.03 million in the 
company’s MTN program in 2017.

Senelec is the Senegalese power utility responsible for the production, 
transport, distribution and sale of electricity. The Company issued a 7-year 
listed bond in 2018 in which the Fund invested USD 5 million.

Zambian Home Loans is a mortgage company providing incremental loans 
for the building of homes for low- and middle-income salaried customers. 
In 2017, the Fund invested USD 1.05 million in its MTN program.

Mixta Nigeria is  a property development company with developments 
currently on-going in Lagos and Port Harcourt. The Fund invested USD 
4.0 million in its 5-year notes whose use of proceeds will go towards 
refinancing of development loans for affordable housing.

COUNTRY DISTRIBUTION:

ANNUAL REPORT 2018 | COUNTRY DISTRIBUTION
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OVERVIEW
The Fund has played a role in several securitisations in 
African markets in 2018. Securitisation usually involves 
the “sale” of qualifying assets (loans, receivables and/
or underlying mortgage security) by one or more 
financial institution to a Special Purpose Vehicle (SPV). 
The SPV issues notes to third-party investors in return 
for funding. The sponsoring institutions can remain 
involved in the origination and servicing of loans, but 
their only claim on the assets is any residual cash-flow 
and security only after the notes have been made 
whole. Securitisation is one form of structured finance 
transaction – others include “covered bonds” and 
“warehouse loan facilities”. 

An institution will opt for securitisation in order to 
provide credit enhancement to senior debt investors, 
accessing pools of capital they may not have been able 
to access directly, or achieving an improved price. This 
is particularly true for pension funds which require high 
credit quality paper. In some instances, an originator 
can offer junior and senior notes side by side, allowing 
investors to optimize the risk-return criteria on their 
investment. Another related objective is for funding 
to be “off-balance sheet”, with limited recourse to the 
originator’s assets outside of the securitisation. 

The net result is that companies in leasing, financial 
inclusion and housing are able to raise debt to fund 
financial assets in a cost-effective way through the 
capital markets. 

In housing, the Fund has invested in commercial paper 
issued by Mortgage Warehouse Funding Limited 
(MWFL), an SPV owned by the “Member Mortgage 
Banks” who are able to access liquidity from the 
Nigerian money market to fund mortgage origination. 
The concept is analogous to mortgage refinancing 
companies – established now in UEMOA, Nigeria and 
Tanzania and in development in Kenya – which are 
currently not engaged in securitisation, but which aim 
to do so. The Fund has invested in La Caisse Régionale 
de Refinancement Hypothécaire de l’UEMOA (CRRH), 
who is now able to issue 12-year bonds.

In South Africa, the securitisation market performed 
strongly in 2018, with regular issuers such as SA 
Homeloans (SAHL) and SA Taxi successfully reducing 
funding costs through their SPVs (Thekwini and 
Transsec respectively). The market also saw the Trust 
for Urban Housing Finance’s (TUHF’s) come to market 
with its first securitisation. The Fund invested in SAHL’s 
new SPV for affordable housing loans, Amber House 
Fund 5. The securitised assets include mortgages for 
lower and middle-income groups. 

The Fund has also provided technical assistance to 
Ghana Home Loans (GHL) and Zambian Homeloans 

CASE STUDY: BAYSEC
BaySec is a securitisation vehicle sponsored by Bayport 
South Africa (BFS SA), which provides unsecured 
credit to individuals underserved by traditional 
lenders in South Africa. Most borrowers are lower 
income individuals who are formally employed but 
lack the assets and collateral required by banks. The 
predominant use of loans is for housing, health and 
education. 

In 2018, BaySec issued under an asset backed note 
programme to raise funding for BFS SA’s lending 
activities. The long-dated funding also allowed the 
company to match liabilities to its asset profile. The 
ALCB Fund invested ZAR 70 million (USD 5m) in 5-year 
subordinated notes, allowing BFS to crowd-in senior 
investors and expand the funding programme. 

ALCB Fund’s investment played an important catalytic 
role, leading to oversubscription by local investors. 
Local asset managers purchased 5-year subordinated 
notes amounting to ZAR 180 million, alongside the 
ZAR 70 million investment by the ALCB Fund, allowing 
the issuer to dramatically improve access this investor 
market. The issuance has been a ground-breaking 
transaction given market conditions since the collapse 
of African Bank in 2014. 

BaySec’s existing senior investors have drawn 
significant comfort from the additional subordination 
and the ability of the entity to tap the market. From 
2019, BFS SA will scale-up the programme and reduce 
the overall cost of funds by issuing new senior notes.

The Fund also encouraged the company to list the 
Class B (Mezz) notes on the JSE, helping to improve 
investor access and market transparency. Through its 
TA Facility, the Fund is supporting a credit rating of the 
Mezz notes by an international rating agency. 

CASE STUDY: SA HOME LOANS
SA Home Loans property limited (SAHL) is a mortgage 
finance company in South Africa, providing a full range 
of home finance and credit solutions. It has served 
over 190,000 borrowers since inception. This includes a 
dedicated affordable housing mortgage line and 100% 
LTV at-source deduction lending to civil servants.

SAHL is an established player in the securitisation 
market through its “Thekwini Fund” SPV. This has 
allowed the company to refinance mortgages through 
the capital markets. 

In recent years, SAHL has grown its lending activities 
in affordable and civil servant mortgages. In 2018, 
the company established a new securitization vehicle 
known as “Amber House Fund 5” (AHF5) to refinance 

(ZHL) in relation to their security documentation. In 
particular, GHL has established a “covered bond” – 
while this is not a securitisation, it gives investors 
direct access to performing mortgages as security 
through a “collateral pool” overseen by a third-party 
collateral agent. The Fund is optimising this structure 
and intends to invest in the course of 2019. 

The Fund envisages that securitisation will continue 
to have applications in housing and other areas of 
asset-back finance, including agricultural equipment, 
transportation and renewable energy (e.g. off-grid 
solar), across the continent. 

In the credit space, the Fund invested in the first 
securitisation in the UEMOA region through Cofina, 
an SME lender with operations across the region. In 
South Africa, the Fund also played a significant role 
in expanding the securitisation vehicle for Bayport, 
providing unsecured financial inclusion products 
including incremental housing finance. 

Clearly, more broad application of structured finance 
for development requires a supportive legal and 
regulatory framework. For example, Kenya has 
developed, established and updated its so-called 
“ABS-framework” over the past eight years. However, 
there have been no issuances to date, largely due 
to market conditions and a lack of experience with 
this new framework. There is a natural role for the 
Fund in such transactions, which require high quality 
documentation and transaction standards to ensure 
legal and commercial bankability. 

mortgages in this customer segment. Unlike Thekwini 
Fund, the underlying assets of AHF5 are primarily 
mortgages offered to lower-middle income borrowers 
for affordable homes. 

The ALCB Fund invested a total of USD 2 million 
SAHL’s Class C and D notes in 2018. The AHF5 offering 
enabled SAHL to mobilize new cost-effective funding 
in the lower-middle income segment. This will allow 
the company to expand its origination and improve 
the affordability of such mortgages. 

ALCB Fund’s anchor investment crowded-in domestic 
investors across the capital structure, enabling SAHL 
to access market funding for the affordable segment 
rather than local development finance loans.

CASE STUDY: COFINA
Cofina is a West African regional financial services 
company with operations in Congo, Gabon, Guinea, 
Ivory Coast, Mali and Senegal. The company serves 
the “missing middle”, specifically entrepreneurs and 
SMEs whose financing needs have become too large 
for traditional microfinance institutions, but whose 
business structure is still considered too informal for 
commercial banks. The ALCB Fund has invested in the 
group’s debut bond through a securitisation structure 
with assets offered by its Senegalese and Ivorian 
subsidiaries.

The innovative transaction was the first securitisation 
offered to the public by a financial institution in the 
West African Monetary Union and also the first fully 
subscribed corporate bond issuance that the Fund has 
seen in the region since its inception. 

In 2018, the ALCB Fund invested XOF 1.4 billion (USD 
2.6 million) in the XOF 10 billion (USD 18.6 million) 
issuance. The Fund took an anchor investor role in the 
bond issuance and provided a comprehensive review 
of the legal documentation. The bond was priced at 
7.5% for an 18 months tenor and was successfully 
placed with a 1.3x oversubscription. Its success paved 
the way to other securitisation in the region, especially 
since the structuring agent has experienced an 
increasing appetite for those financial products and 
plans to structure at least three securitisations by the 
end of H1 2019. 

As the securitisation vehicle is refillable, Cofina intends 
to return to the market in the first half of 2019 with a 
new issuance and the ALCB Fund will aim to support 
the company to establish a long-term bond issuance 
track record.

The Fund 
has played a role 
in several securisations 
in African markets 
in 2018
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IMPACT

Measurable impact is important for both issuers and 
investors. The Fund’s Impact Framework provides the 
basis for assessing whether and how it is meeting its 
objectives to:

1. Contribute towards local capital market 
development

2. Improve the financial capacity of local issuers

3. Support investment in developmental sectors

Portfolio companies report financial and social 
information related to the above objectives on an 
annual basis; including portfolio, client, outreach and 
financial information. 

The Funds’ mandate includes encouraging co-
investment, reducing maturity mismatches and 
reducing issuers’ FX exposure. The Fund has successfully 
addressed all three:

1. The Fund has successfully mobilised private 
sector co-investment as it works to contribute to 
local capital market development. The present 
co-investment multiplier is 9.6 to 1. Most co-
investments come from regional institutions (e.g. 
pension funds, insurance companies and asset 
managers)

2. A significant contribution of the Fund has been the 
reduction of maturity mismatches, where the Fund 
has encouraged longer maturities than is the norm 
in most African markets

3. The Fund has enabled issuers to significantly 
reduce their FX exposure and match their fixed 
and floating rate liabilities to assets

In total, investees of the Fund provided direct lending 
to over 2.9 million people with an average loan size 
of  USD  586. The most common use of proceeds by 
borrowers is micro-enterprise, housing and education. 

The Fund investees in housing finance provided 
housing finance to over 26,500 borrowers with an 
average loan size of USD 5,400. This included 44% of-
term mortgages with a tenure longer than 10 years. 

The Fund’s housing development portfolio company 
developed 7,635 new houses whose price is below 
USD 45,000 (classified as affordable housing).

Advancing the expansion of renewable energy, the 
Fund’s investments supported an issuer to add additional 
111,958 MwH of renewable energy to the grid. 
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The ALCBF TAF became operational in 2015 and is 
managed by LHGP Asset Management. It is designed 
to ensure bankable local currency deals come to market 
and appropriate incentives are in place for issuers, 
investors and intermediaries. Where the beneficiary is 
an issuer, the TAF provides financial support on a cost-
sharing basis. 

The Facility also provides financial support to conduct 
market development activities such as market research 
and innovative product development. 

The broad categories of support are:

I. Transaction support: local lawyers, reporting 
accountants, credit ratings and green bond 
framework development and verification (second 
opinion).

II. Issuer capacity: environmental and social risk 
management and (for lenders) application of client 
protection principles (e.g. through the SMART 
Campaign).

III. Market standards: Legal review of transaction 
documentation by international lawyers and 
environmental due diligence by environmental 
consultant.

IV. Product development: e.g hiring lawyers and 
consultants in areas like Islamic finance.

V. Market studies: scoping of nascent capital markets.

VI. Knowledge-building tools: developing research 
to improve awareness in the market and 
dissemination of findings through workshops and 
events. 

The Facility carried out multiple activities in 2018:

• Transaction support: the Facility provided TA 
Funding to cover broker costs, Green Bond 
Programme Development costs, Legal Advisory 

TECHNICAL ASSISTANCE FACILITY

fees and Reporting Accountant costs for companies 
that are expected to issue bonds and notes in 
Zambia, Nigeria, South Africa and Ghana. These 
companies include two housing finance providers 
and hydro power production companies. These 
activities demonstrate the Fund’s commitment to 
increasing its investments in opportunities that 
have a high potential of moving the needle in the 
development financing space.  

• Market standards: TA funding was deployed to 
enhance the Fund’s Environmental and Social 
risk analysis for its investments in infrastructure 
related projects, and legal advisors to support 
high documentation standards, particularly for 
deals involving security. By improving market 
standards, the Fund ensures that the investment 
due diligence process minimizes risk and attracts 
participation of other private sector investors in 
the issuances. 

• The Facility also provided funding for capacity 
building to support aspiring issuers in Liberia and 
Cameroon in their early bond-structuring stages, 
following TA-Funded market scoping exercises in 
2017 that culminated in the identification of these 
potential bond issuers.  

• In addition to that, as the Fund looks to strengthen 
environmental and social management systems 
(ESMS) of its issuers, the TA Facility provided grant 
funding to a real estate developer in Nigeria to 
cover the costs of developing an ESMS. The Fund 
invested in this company’s bond issuance in 2018. .  

• The Facility also funded an African Bond Markets 
study that was developed by PwC. The study 
provides insights into the regulatory landscape 
and bond capital market ecosystems in 12 African 
markets. 

INVESTMENT AND TECHNICAL ASSISTANCE  
FACILITY PROCESS

STANDARD INVESTMENT PROCESS: ENGAGEMENT OF TA FACILITY:

TA FUNDED ACTIVITIES IN 2018 (USD):
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INCOME STATEMENT

REVENUE 2018 USD 2017 USD

Unrealised gain on fair value of derivative 7,207,656 -

Realised gain on swap - 85,454

Other income 22,490 -

Total revenue 7,230,146 85,454

EXPENSES

Insurance expenses 5,052 3,269

Fund manager fees 1,007,137 467,644

Fund manager’s bonus 302,141 126,264

Fund raising expenses - 9,636

Marketing expenses 49,370 17,967

Board meeting expenses 96,743 16,654

Legal and professional fees 604,057 354,342

Licence fees 5,497 4,578

Travelling costs - 29,640

Bank charges 25,481 36,280

Custody fees 112,125 19,655

Disbursements and other expenses 44,979 15,682

Commitment fees 222,355 -

Net interest on swap 2,975,642 3,497,514

Realised losses on disposal of bond - 415,306

Unrealised loss on fair value of derivative - 1,888,437

Total expenses 5,450,579 6,902,868

Net Finance income 4,722,791 6,581,947

Increase / (decrease) in net assets attributable to the 
holders of redeemable participating shares before taxation 6,502,358 (235,467)

Income Tax Expense (681,611) (390,072)

Increase / (decrease) in net assets attributable to the 
holders of redeemable participating shares 5,820,747 (625,539)

FINANCIAL STATEMENTS

BALANCE SHEET

ASSETS 2018 USD 2017 USD

NON-CURRENT ASSETS

Other investments, including derivatives 97,141,888 42,832,390

CURRENT ASSETS

Other investments, including derivatives 4,424,515 10,398,332

Other receivables 71,800 3,402,185

Income tax receivable - 28,302

Cash and cash equivalents 31,256,090 13,155,921

Total current assets 35,752,405 26,984,740

Total assets 132,894,292 69,817,130

EQUITY

Management shares 1,281 1,281

LIABILITIES

CURRENT LIABILITIES

Other payables 2,598,110 2,227,585

Tax liability 73,227 -

Total current liabilities 2,671,337 2,227,585

NON-CURRENT LIABILITIES

Derivative financial liability - 3,940,374

Loans payable 48,665,703 7,034,240

Total non-current liabilities 48,665,703 10,974,614

Total liabilities (excluding net assets attributable to 
the holders of redeemable participating shares) and 
equity

51,338,321 13,203,480

Represented by:

Net assets attributable to the holders of redeemable 
participating shares 81,555,971 56,613,650

Number of redeemable participating shares 59,782.430 44,542.050

Net assets value per redeemable participating shares 1,364.21 1,271.02
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COUNTRY CURRENCY ISSUER INVESTMENT 
(USD mm)

OUTSTANDING 
(USD mm) TENOR ISSUE DATE MATURITY 

DATE
FIXED /

FLOATING

AGRICULTURE

NIGERIA NGN Dufil Prima 
Foods 3.84 3.84 5 08/2017 09/2022 Fixed

HOUSING

LESOTHO LSL Lesana 
Lesotho 2.35 2.35 3 06/2017 06/2020 Fixed

MALAWI MKW Select Malawi 1.03 1.03 4 11/2017 11/2021 Fixed

NIGERIA NGN

MWFL 0.56 0.63 1 08/2018 05/2019 Floating

Mixta Nigeria 4.00 4.00 5 09/2018 09/2023 Fixed

SOUTH 
AFRICA ZAR

Growthpoint 4.68 4.68 11 03/2018 12/2028 Floating

BaySec SA 4.95 4.95 5 09/2018 09/2023 Floating

SA 
Homeloans 

Class C
0.56 0.56 5 10/2018 08/2023 Floating

SA 
Homeloans 

Class D
1.46 1.46 5 10/2018 8/2023 Floating

TOGO XOF CRRH
3.15 1.48 10 10/2013 11/2029 Fixed

1.50 1.37 12 11/2017 11/2029 Fixed

ZAMBIA ZMW Zambian 
Home Loans 1.05 1.05 7 03/2017 03/2024 Fixed

INFRASTRUCTURE

SENEGAL XOF Senelec 5.05 5.05 7 03/2018 03/2025 Fixed

ZIMBABWE ZWD Honde Hydro 2.25 2.25 5 06/2018 06/2023 Fixed

MICRO-LENDING

BOTSWANA BWP

Bayport
Botswana

2.02 1.52 5 05/2015 05/2020 Fixed

2.85 2.85 7 12/2016 12/2023 Fixed

GetBucks
Botswana

2.02 2.02 3 02/2017 02/2020 Fixed

2.59 2.59 3 04/2018 04/2021 Fixed

GHANA GHS

Bayport 
Ghana

2.09 2.09 3 12/2015 12/2018 Fixed

2.09 2.09 5 05/2016 05/2021 Fixed

AFGB III 
Kenya 4.80 4.80 7 05/2018 05/2025 Fixed

KENYA KES Musoni 
Kenya 2.48 2.48 3 06/2018 06/2021 Fixed

COUNTRY CURRENCY ISSUERS INVESTMENT
(USD mm)

OUTSTANDING
(USD mm) TENOR ISSUE DATE MATURITY 

DATE
FIXED /

FLOATING

MICRO-LENDING

MOZAMBIQUE MZN

Opportunity
Bank 3.05 3.05 3 06/2018 06/2021 Fixed

Bayport
Mozambique 3.10 3.10 3 08/2018 08/2021 Fixed

UGANDA UGX Platinum 
Uganda

3.00 3.00 3 12/2017 12/2020 Fixed

1.00 1.00 5 12/2017 12/2022 Fixed

ZAMBIA ZMW IZWE
3.00 3.00 4 10/2015 10/2019 Floating

5.13 5.13 5 03/2018 03/2023 Fixed

MSME FINANCE

COTE 
D’IVOIRE XOF

Alios Cote
D’Ivoire

2.08 1.63 7 06/2017 06/2024 Fixed

1.00 0.79 7 06/2017 06/2024 Fixed

FCTC Cofina 2.69 1.80 2 05/2018 11/2019 Fixed

ESWATINI SZL FINCORP 4.05 4.05 5 04/2018 04/2023 Fixed

GABON XAF Alios 2.05 0.88 7 08/2014 08/2021 Fixed

NIGERIA    NGN LAPO
Microfinance 5.00 5.00 5 12/2017 12/2022 Fixed

SENEGAL XOF Microcred
Senegal 3.00 3.00 7 09/2016 09/2023 Fixed

ZAMBIA ZMW

M Finance 
Snr 2.17 2.17 5 10/2015 10/2020 Fixed

M Finance
Jnr 0.83 0.83 5 10/2015 10/2020 Fixed



Money is raised for the issuers 
at a lower cost and lower risk

The issuer issues further bonds 
where appropiate, enhancing 

the sophistication of their 
funding and liability 

management

Respond to and consider issuers 

local currency bond issuance

Assist company in meeting due 
diligence requirements: ES risk 

assesment, transaction standards, 

Ongoing search for 
credit-worthy issuers who 

have not issued local 
currency bonds
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ALCB FUND THEORY OF CHANGE FRAMEWORK

The ALCB Fund has developed a Theory of Change 
framework that guides the Fund’s activities towards 
attaining its developmental objectives. The Fund has 
identified four key SDGs as the main drivers of the 
overall portfolio impact goals. These are: SDG 1: No 
Poverty; SDG 8: Decent Work and Economic Growth; 
SDG 13: Climate Action; and SDG 17: Partnerships for 
the Goals. As the Fund targets investments in a several 

sectors, its investment activities are also positioned to 
contribute to a diverse number of additional SDGs.

The diagram below illustrates the Fund’s Theory 
of Change, demonstrating how the fund will attain 
its impact objectives through a series of targeted 
outcomes, expected outputs, and relevant activities to 
be undertaken in this regard. 
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MAIN PILLARS

SECTOR-SPECIFIC INDICATORS

ALCB FUND SDG THEMES
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through capital markets
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