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CHAIRMAN’S LETTER

It is with great pleasure that we share the ALCB Fund’s
2019 Annual Report. We take this opportunity to
reflect on the Fund’s achievements in the past year
and reaffirm the Fund’s commitment to supporting
the development of African capital markets.

Fund, committed GBP 500,000 to the TAF to enable
further market development interventions.
Having commenced operations in 2013, the ALCB
Fund has now established a robust track record in
effectively meeting its developmental objectives,
deploying capital and managing its underlying
portfolio. It was in this context that the ALCB Fund
chose in 2019, to undergo its first credit rating by
Moody’s, receiving an investment grade rating of
Baa2. This rating outcome will play an important role
in enhancing the ALCB Fund’s access to alternative
sources of funding and increase its ability to meet the
needs of potential issuers.

Over the past year the Fund has deployed USD
48 million to help bring 11 companies across 9
countries to market; bringing the Fund’s total capital
deployed since inception to USD 161 million across
40 companies (34 outstanding). Notable transactions
included green bond investments in Nedbank and NS
Power Nigeria, anchoring the first diaspora bond in
the UEMOA region, and the Fund’s first investment in
Cameroon.

The ALCB Fund’s financial performance remains stable.
Portfolio impairments have remained low at less
than 1.5% of total assets and the Fund is profitable.
Existing hedging policies have minimised the risk of
FX losses and will play an important role in managing
macro-risks as global economic conditions become
more uncertain in 2020. The Fund also continues to
maintain a strong capital adequacy ratio of 55%.

The ALCB Fund has continued to play a key role in
crowding-in commercial local currency financing
for African companies operating in developmental
sectors. Participation by domestic and other
institutional investors in fund-supported transactions
has translated into an overall co-investment
multiple of 9.1x. This has in turn helped 17 portfolio
companies be fully funded in local currency thus
reducing exposure to FX risk. Such outcomes go far
in improving the financial health and sustainability
of African businesses, while also ensuring pro-poor
inclusive growth across the continent.

Economic growth across Africa was tepid in 2019,
driven by sluggish growth in commodity-reliant
countries and fiscal constraints in several large
markets. The risks associated with the emerging
global covid-19 pandemic will need to be carefully
monitored and is expected to test the resilience of
both the continent and the ALCB Fund’s portfolio
companies in the short- to medium-term. The ALCB
Fund is working tirelessly to ensure it can do its part in
supporting a robust economic recovery in the region
following this crisis.

The Fund’s Technical Assistance Facility (TAF) has also
continued to support a broad range of issuer-specific
and market development exercises to strengthen
African capital markets. In the green financing space,
the Fund worked with local green bond specialists in
South Africa to develop a roadmap for the Climate
Bond Initiative’s Green Bond Certification for the
commercial and residential property sector in the
country. Moreover, the TAF has carried out a capital
markets assessment of Ethiopia and provided legal
support to a broad range of issuers to strengthen
transaction documentation. We are also proud to
announce that this year Financial Sector Deepening
Africa (FSD Africa), who is also a shareholder of the

In closing, and on behalf of the entire ALCB Fund
team, I would like to thank all our stakeholders for
their continued support in 2019. We look forward to
the opportunities, and overcoming the challenges,
the next year may bring.
Keep well!
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SPONSORS & FUND MANAGER
Overview
The Fund has been capitalized by $66.2 million in equity by KfW, and $20.8 million in equity/sub-debt by FSDA

2012

G20 Action Plan on the Development of Local
Currency Bond Markets

SPONSORS

Incorporation of ALCB Fund

2013

2014

2015

2016

2017

2018

2019

Commencements of operations
Initial paid-in equity of $20m
Investments in Kenya, Ghana, Botswana

EQUITY INVESTORS

Additional KfW equity of $11.3m
Investments in Togo, Gabon and Zambia
Portfolio reaches $15m
Appointment of LHGP AM
Additional KfW equity of $5m
Portfolio doubles to almost $30m by EOY

DEBT INVESTORS

First stakeholder event in Johannesburg
Additional KfW equity of $10.4m

Additional equity of $19.5m
FDSA investment of $10.3m
Debt investments from IFC, FMO and CIC

Debt investments from OPIC and AFDB
Portfolio reaches $100m in 16 countries

Portfolio reaches $130m in 17 countries
Achieves Baa2 rating from Moody’s
Executed 2 bridge-to-bond loans
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Investment
Advisor

LHGP AM
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Board of Directors
Committees

Ocorian
Administrator

Regulator

Financial Services
Commission (FSC)

FINCO/
ALCO

IC
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SPONSORS & FUND MANAGER
Sponsor

Fund Manager

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.

LHGP Asset Management 18 Ltd is the appointed
Fund Manager to the ALCB Fund. LHGP Asset
Management is part of Lion’s Head Group Limited
(www.lhgp.com), an investment bank with operations
in London, Nairobi, Lagos and New York
Authorized and regulated by the UK Financial
Conduct Authority (FCA), Lion’s Head’s experience
includes fund management, capital markets and
financial advisory work across financial inclusion,
renewable energy, agriculture and health sectors.

OVERVIEW
Mission
The 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 including financial
inclusion, affordable housing, education, renewable
energy, health and agriculture.
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) and low-income households through 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.

The Fund aims to improve and diversify access
to long term funding in domestic capital markets
for the benefit of Micro, Small and Mediumsized Enterprises (MSMEs) and low-income
households...
6

OVERVIEW
Background
Functioning local capital markets are a vital part of
ensuring 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.

on hard currency finance. Local institutional capital is
concentrated in government securities rather than vital
and productive economic sectors such as renewable
energy, infrastructure, housing and agriculture. 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 unaware 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.

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

As a result, investors prioritise well-known names and
incumbents while avoiding credit analyses in unfamiliar
sectors.

Role of the ALCB Fund
The Fund also provides technical assistance to support
bond issuances, which may include defraying the costs
for the review of bond documentation to improve
standards, public listing of issuances to support market
transparency, and obtaining a credit rating to enhance
the credit appraisal standards of the market.

The key developmental challenge for African bond
markets is to increase deal-flow and capital market
experience for 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.

7
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OVERVIEW

>

•

Lack of familiarity with capital
markets and institutional
investors.

•

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

•

Preference for subsidised DFI
funding in local or hard currency.

Issuers

Engage issuers and advisers at an
early stage of the funding process to
ascertain if a bond issuance is a suitable
option.

•

Link potential issuers to known market
intermediaries.

•

Provide Technical Assistance for
preparation and ease of cost burden.

•

Undertake early due diligence and
commit as an anchor investor to crowdin others.

•

Encourage local market co-investment.

•

Limited technical capacity
of intermediaries, including
investment banks, lawyers,
brokers, traders and rating
agencies.

•

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

•

Limited, if any, experience in
overseeing bond issuances.

•

•

Inadequate advice for issuers and
poorly marketed, structured and
priced issuances.

Work closely with intermediaries
to ensure bankable structures are
developed.

•

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

•

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

•

Encourage credit ratings to enhance the
quality of credit assessment.

•

Screen, conduct due diligence, and carry
out a thorough investment process,
providing confidence to local investors.

•

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

Intermediaries

Investors

•

•

Few local currency capital market
securities available to invest in
besides government bonds.

•

Lack of a credit culture resulting
in investor focus on household
names, often large foreign banks
and other blue-chip companies.
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OVERVIEW
ALCB Fund Activity
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

9
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HIGHLIGHTS
Market Overview
Macroeconomic conditions in Africa remained
broadly subdued, with an estimated growth rate
of 3.4%. Certain markets, notably Cote d’Ivoire and
Ethiopia, saw strong rates of growth, yet the regions
overall growth was hampered by continued fragilities
in many commodity-reliant countries, as well as North
and Southern Africa.

West Africa attained an estimated growth of 3.5% in
2019, a marginal improvement from 3.3% in 2018.
Fortunes varied between the WAEMU member
countries and the rest of the region, as the robust
growth in WAEMU was offset by sluggish performance
in Nigeria. Central Africa remained fragile, although
a marked improvement was seen in 2019 with an
estimated growth of 2.7%, up from 1.6% in 2018.

East Africa remained the fastest growing region on
the continent, attaining an estimated growth of 6.0%
in 2019, compared to the continental average.This is
attributed to increasing investments in infrastructure
across the region, growing domestic demand, and
increase in foreign investment.

Southern Africa faced the most severe challenges,
with subdued economic growth in most countries
and some entering recession. Challenges included
dwindling investor confidence and weak investment,
low manufacturing activity due to energy shortages,
high unemployment, and natural climate disasters

Fund Investment Activity
In 2019, the Fund deployed USD 47.9 million in 12
issuances and 11 companies. This included 8 new
portfolio companies and 3 follow-on investments
in existing portfolio companies, bringing the Fund’s
total investment activity since inception to USD 161
million across 40 companies and 17 countries. With
11 maturities as of 2019, the Fund’s outstanding
portfolio at year-end is USD 129.8 million invested in
34 companies.
Portfolio growth was driven by increased activity in
Southern and West Africa. This included a continued
effort to strengthening the Fund’s footprint in
Francophone Africa, with 3 investments in the WAEMU
region and its first investment in Cameroon. Some
notable investments this year include the following:
•

First CBI-certified corporate green bond in
Nigeria. The Fund invested NGN 360 million
(USD 1 million) in a 15-year green infrastructure
bond program issued by North South Power
in Nigeria. The Fund’s TAF supported the issuer
in developing the green bond framework and
obtaining a second opinion on compliance with
Climate Bond Initiative (CBI) standards. Through
these interventions, the Fund enabled the issuer
to extend the maturity profile of its liabilities and
increase the proportion of local currency funding
in its capital structure.
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•

First CBI-certified financial sector green bond
in South Africa. The Fund invested ZAR 41 million
(USD 2.7 million) at 7 years in the debut issuance
of Nedbank’s ZAR 75 billion (USD 5 billion) SDG
DMTN program. This was the first bond issued
by Nedbank under its SDG Financing Framework,
which is intended to enable it issue green, social
and sustainable bonds. Proceeds of the Fund’s
investment were applied to the refinancing of
renewable energy assets.

•

First time issuance by a regional bank in the
CEMAC region. The Fund invested XAF 3.5
billion (USD 6 million) in a 5-year note issued by
OraBank Group . This was the first time OraBank
issued a bond in XAF, and targeted investors in the
CEMAC region. Proceeds were applied to support
expansion in the region, particularly Cameroon.

•

First diaspora bond in the WAEMU region. The
ALCB Fund was an anchor investor in the issuance
of a diaspora bond by Banque de l’Habitat du
Sénégal, investing XOF 4.4 billion (USD 7.5
million). The transaction was targeted at retail
clients among the Senegalese diaspora and was
fully subscribed. Proceeds were used to support
loan book growth across the business’ property
development and mortgage books.

HIGHLIGHTS
•

Bridge-to-Bond investment in a housing
finance lender in South Africa. The Fund
provided a ZAR 100 million (USD 6.8 million)
bridge-to-bond loan to the Trust for Urban Housing
Finance (TUHF) in South Africa, a specialist NBFI
financing entrepreneurs who develop affordable
rental housing. The facility provided TUHF with

additional funding to support origination of
new loans and expand the recently established
securitisation program. The transaction provided a
one-year facility as the business works to formalize
its warehouse financing strategy.

Outlook

Over the course of 2019 the Fund has been working
to strengthen its pipeline of investment opportunities
to expand to new countries and sectors. This includes
a proactive effort to increase the volume of nonfinancial, real economy capital market transactions
across the continent; with a particular interest in the
infrastructure and renewable energy space. The Fund
also aims to close its first investments in North Africa
in 2020, having worked tirelessly in 2019 to strengthen
its networks and capabilities in the region.

While the Fund continues to be optimistic about
the year ahead and remains committed to its
developmental objectives, transaction volumes in the
new year will be highly reliant on the economic, social,
and political effects of the Covid-19 pandemic. The
Fund continues to monitor the situation and aims to
do what it can to minimise the effects of the crisis on
African capital markets.

47 investments
outstanding

34 Companies
8 new companies in 2019

12 investments in 2019

Innovative Transactions
• First CBI-certified corporate
green bond for renewable
energy in Nigeria
• First CBI-certified financial
sector green bond in South
Africa
11

• First diaspora bond in the
WAEMU region
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PORTFOLIO OVERVIEW

Portfolio Distribution by Country

Botswana
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Portfolio Distribution by Sector
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PORTFOLIO OVERVIEW
Geographic Distribution
CAMEROON
Orabank Group

ZIMBABWE
Honde Hydro
UGANDA
Platinum
KENYA
Musoni
Platinum
Shelter Afrique*

SENEGAL
Baobab
Senelec
BHS

COTE D’IVOIRE
Alios
FTCT Cofina*

GHANA
Bayport
Letshego (AFBG)
GHL Bank
HFC*

TOGO
CRRH

MALAWI
Select

NIGERIA
Dufil
Lapo
Mixta
NS Power
MWFL*

GABON
Alios

SOUTH AFRICA
Growthpoint
Baysec SA
SA Homeloans
Nedbank
TUHF

Note: these are matured investments

MOZAMBIQUE
Opportunity Bank
Bayport
ESWATINI
Fincorp

BOSTWANA
Bayport
Getbucks

ZAMBIA
Izwe
M Finance
Zambian Home Loans
Bayport*

LESOTHO
Lesana
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THOUGHT PIECE: THEMATIC BONDS
Introduction
Thematic bonds are fixed income instruments
designed to raise funding to address specific issues;
often linked to specific Sustainable Development
Goals (SDGs). Thematic bonds can be linked to a
diverse range of developmental objectives, the most
common types being green bonds, social bonds and
sustainable bonds. However, the scope of thematic
bonds is wide-ranging, and in recent years has also
included blue bonds, conservation bonds, pandemic
bonds, ESG bonds (which combine green and social
projects) and gender bonds.

According to the ICMA, there has been over 500
thematic bonds issuances in more than 50 countries
since 2015. This growing segment of capital markets
has played a crucial role in channelling private sector
investment to developmental sectors/projects. The
sections below provide an overview of the African
thematic green and social bond space, the issuance
process, and the role of the ALCB Fund in its
development.

Green Bonds
Green bonds are thematic bonds issued to finance a
specific portfolio of green projects that have a clear
environmental impact. In most countries, the Green
Bond market is not formally regulated, relying instead
on issuers’ compliance with voluntary guidelines and
standards such as the Green Bond Principles (GBP)
and the Climate Bond Standards (CBS). Both offer
guidance on suitable use of proceeds for a green
bond issuance, the process for project selection and
evaluation, management of proceeds, and reporting.

There has also been an increase in the diversity of
issuer types coming to market. Historically a European
and DFI-dominated market until a couple of years
ago, there is now a growing number of corporate
and municipal issuers in this space. In Africa, this has
included:

Currently, the emphasis across the market is on use
of proceeds, as this is the main qualifier for defining
a bond as “green”. However, there is increasing
pressure from investors on improving reporting and
transparency, including a greater emphasis on the
receipt of second opinions by entities such as the
Climate Bonds Initiative.
The labelled Green Bond market attained a 51%
annual growth rate in 2019, to reach USD 257 billion
in issuances . These figures exclude bonds that do not
meet international green definitions, such as reducedemissions coal or hydro and grid connection projects.
If included, these issuances would represent a material
amount of bond issuances. Energy, buildings and
transport represented the three largest sectors for
which proceeds were earmarked under green bond
programs issued in 2019.
14

•

ZAR 1.1 billion (USD 79 million) issuance by
Growthpoint Properties Limited in 2018, a real
estate developer in South Africa, for financing
and refinancing new and existing sustainable
properties and projects which reduce the impact
on the environment.

•

NGN 8.5 billion (USD 23 million) issuance by
North South Power Company Limited in Nigeria
in 2019 for the overhaul of a 150 MW hydropower
turbine and refinancing the company’s renewable
energy infrastructure. The transaction was
certified green by the Climate Bonds Initiative
(CBI) under the Climate Bonds Standards (CBS)

•

CBI-certified green bond issuances by Nedbank in
South Africa in 2019 for solar and wind projects,
amounting to ZAR 1.66 billion (USD 116 million).

•

KES 4.1 billion (USD 41 million) corporate green
bond issued in 2019 by Acorn Holdings in Kenya
for the development of student accommodation.

THOUGHT PIECE: THEMATIC BONDS

•

NGN 15 billion (USD 41 million) Green bond
issued in 2019 by Access Bank in Nigeria to
finance and refinance environmentally beneficial
projects have been utilized to earmarked projects
covering renewable energy, flood defence and
agriculture irrigation projects.

•

NAD 59 million (USD 4.5 million) issuance by Bank
Windhoek in 2018, to finance renewable energy
projects.

•

Cape Town Municipality’s ZAR 1 billion (USD 83
million) green bond issued in 2017 for water
capture, storage and distribution infrastructure,
alternative water treatment plants, and flood
defences.

In 2019, the ALCB Fund invested in two green
bonds: North South Power Company in Nigeria
and NedBank in South Africa. In addition, the
Fund’s Technical Assistance Facility provided grant
funding to the Green Building Council of South
Africa’s (GBCSA) to support its application to the
Climate Bonds Initiative for their endorsement of
its Net Zero/Net Positive Carbon Rating Tool as an
approved Eligibility Standard.

Global Green Bond Issuances

15
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THOUGHT PIECE: THEMATIC BONDS
Case Study: Nedbank Green Bond
Nedbank Group is a Pan-African financial service provider, offering wholesale
and retail banking services, as well as insurance, asset management, and wealth
management solutions to a diverse range of companies and individuals.
In April 2019, Nedbank issued its first green bond under the Climate Bonds
Standards. This issuance was the first Certified Climate bond to be issued by a
corporate issuer in South Africa and the second corporate green bond issuance
overall following Growthpoint in 2018.
This was also the first bond issued by Nedbank under its SDG Financing
Framework, which will enable the company to raise green, social and sustainable bonds in line with international
standards.
The total size of the issuance was ZAR 1.66 billion (USD 116 million) and proceeds were earmarked for the
refinancing of four solar and wind renewable energy projects in South Africa. The Fund worked with Nedbank
over several years on the transaction and was the first international investor in the bond.

Case Study: North South Power
NS Power is a hydro-electric power producer in Nigeria; operating the Shiroro
hydroelectric plant which provides low carbon baseload power to the National
Grid. The company generates ca. 8% of Nigeria’s power.
In 2019, the company issued a NGN 8.5 billion (USD 24 million), 15-year
corporate green bond which was both the first corporate green bond and
the longest tenured corporate bond ever issued in the Nigerian debt capital
market. Proceeds were applied for the refurbishment of hydropower turbines
at the Shiroro plant.
The ALCB Fund acted as an anchor investor to the transaction, and also provided Technical Assistance for the
development of the company’s Green Bond Framework and pre-issuance verification.
Through the work of the ALCB Fund, the issuance was successfully over-subscribed, with significant participation
from pension funds. This investment also delivered high developmental impact outcomes for the Fund; catalysing
investment into the renewable energy sector in Nigeria and providing a benchmark for future issuances in the
grid-based power sector.

16

THOUGHT PIECE: THEMATIC BONDS
Social Bonds
Social Bonds are thematic bonds that raise funds
for new and existing projects with positive social
outcomes. Use of proceeds from social bonds typically
go towards projects that mirror SDG objectives
including: improving women’s livelihoods, clean
transport, social and affordable housing, WASH, and
others.

In Africa, Social bond issuances to date have all been
denominated in foreign currency. Examples include:
a USD 260 million, 3-year social bond issuance by
Bayport Management Limited to support microloan book growth across African and Latin American
subsidiaries; and several issuances by the African
Development Bank, amounting to EUR 1.75 billion, to
finance programs that address various development
challenges in its member countries.

According to the International Capital Markets
Association, there has been 42 social bonds issued
globally by various issuers since 2016; with most
transactions taking place in Europe. In 2019, there was
a total of USD 20 billion worth of social bonds issued
globally, representing a 41% increase from 2018.

To date, the ALCB Fund has not invested in a social
bond on the continent, but is working with issuers to
explore the opportunity to carry out such issuances in
local currency. The Fund is also exploring opportunities
to work with regulators in several markets to establish
guidelines for thematic bond issuances, including
social bonds.

Thematic Bond Issuance Process
Industry standards for themed bonds continue to
evolve as the market deepens and matures. In most
African markets there are no defined standards
for the issuance of thematic bonds. Thus, in most
cases issuances are structured in alignment with
frameworks developed by the International Capital
Market Association (ICMA) for green, social and
sustainable bonds, and the Climate Bond Standards
which are specific to green bonds only.

Bonds. Social Bond Principles (SBP) and Sustainability
Bond Guidelines (SBG) were developed and published
in 2017. The frameworks provide guidelines for the
issuance process and reporting requirements for a
thematic issuance.
While each set of principles is tailored to each
thematic bond, the general process for all thematic
bond issuances are quite similar, as summarised next.

The ICMA Green Bond Principles (GBP) were developed
and published in 2014 to provide voluntary guidance
to bond market participants for the issuance of Green

17
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THOUGHT PIECE: THEMATIC BONDS
Applicable Issuance Standards and General Process
Applicable issuance standards are as follows:
•

Green Bonds: ICMA Green Bond Principles, CBI
Climate bonds standards (excluding hydro), Local
regulatory frameworks (e.g Kenya Green Bond
Regulatory Framework, Nigeria Government
Green Bond Guidelines, the Johannesburg
Securities Exchange Green bond Framework)

Step 1

•

Social Bonds: ICMA Social Bond Principles

•

Sustainability Bonds: ICMA Sustainability Bond
Principles

Identify projects to be included in the thematic bond program.
As the main differentiator between thematic bonds and traditional bonds is the ring-fencing of
proceeds for specific pre-identified projects, issuers must identify the specific projects or assets
to be funded by the bond proceeds in advance of issuing the bond.

Step 2

Design bond criteria and project selection process.
This is enshrined in the green/social/sustainability bond framework. Within the Framework,
the issuer should outline a clear process for determining how the projects supported fit
the categories defined by the applicable standards, and define the associated sustainability
objectives. The use of a third party is encouraged to provide a second opinion on the
framework’s compliance with the Principles.

Step 3

Set up processes and controls for use/management of proceeds.
The proceeds from green/social/sustainability bonds should be ring-fenced from proceeds
from other bonds. Additionally, the issuer should provide information on the intended types of
temporary placement for the balance of unallocated proceeds. To increase transparency, issuers
are encouraged to use a third party to verify the internal tracking method and allocation of
funds.

Step 4

Arrange for independent external review/verification.
The external review is performed by an independent service provider to confirm the alignment
of the bond program with the respective bond frameworks.

Step 5

Issue bond.
This involves the usual steps that apply to issuing a conventional bond. This includes seeking
regulatory approval, transaction structuring, pricing and marketing.

Step 6

Allocation of proceeds.
Upon successful fund raising, the proceeds must be allocated in accordance with the allocation
criteria set out in the bond’s framework.

Step 7

Ongoing Reporting.
Issuers are advised to keep updated information on the use of proceeds, which should be
renewed annually.
18

TECHNICAL ASSISTANCE FACILITY
The ALCB Fund’s Technical Assistance Facility (ALCBF
TAF) became operational in 2015 and is managed by
LHGP Asset Management. The ALCBF TAF is designed
to provide supplementary resources to issuers,
ensuring that bankable local currency deals come to
market and appropriate incentives are in place for

issuers, investors and intermediaries. The TA Facility
is funded by KfW and FSD Africa through grants
of EUR 2 million and GBP 0.5 million respectively.
TA activities are broadly categorized into the five
categories below:

Transaction Support
Providing financial and technical support, on a cost sharing basis, in the appointment of legal or
accounting advisors, credit ratings, green bond program structuring costs, and fixed-fee costs of an
arranger on a case by case basis.

Issuer Capacity
Providing financial support on a cost-sharing basis, in relation to SMART/Social Ratings, early-stage
bond program development, and ESMS implementation.

Product Development
Financing for new products/initiatives that can promote capital market development and deal
origination for the Fund.

Knowledge Building
Ad-hoc knowledge products developed for dissemination to stakeholders.

Market Studies
Funding scoping studies for frontier markets or specific sectors to assess the general conditions for
bond issuance. This involves mapping the institutions, investors and supporting market infrastructure
and exploring specific barriers in target markets.

19

BACK TO TOP

TECHNICAL ASSISTANCE FACILITY
Notable 2019 TA Interventions
Activity
CBI Endorsement of GBCSA’s
green star rating tool

Description
In partnership with the Green Building Council of South Africa (GBCSA),
provided technical support in the development of a roadmap for Climate
Bond Initiative’s Green Bond Certification for the commercial and residential
property sector in the country.

Tanzania institutional investor Worked with the Trade and Development Bank on an investor roadshow for its
workshop
upcoming MTN programme. ALCB Fund participants utilised the roadshow to
discuss broader market development considerations with local investors.

Honde Hydro Environmental HHPC is an independent power producer (IPP) that develops and operates
and Social Action Plan (ESAP) hydro-electric projects in Zimbabwe. The TAF supported in the appointment
of an environmental and social technical consultant, Mott MacDonald, to
support the implementation of HHPC’s ESAP.

Izwe Zambia Social Rating

TAF provided cost-sharing financial support for the business to undergo a
Social Rating by Microfinanza.

Development of shariahA microfinance institution in East Africa is looking to develop a sharia
compliant finance structuring compliant financing mechanism in order to crowd in regional and
for East Africa institution
international investors. The TA Facility provided financial and technical support
in the appointment of a structuring advisor.

Nigeria Micro-Finance
Refinancing Facility

The TAF has supported the development of a feasibility study to assist
Nigerian microfinance banks in tapping local capital markets through a
wholesale lending vehicle.

Ethiopia Capital Market
Scoping Study

Supported a study to understand the potential status of the Ethiopian
debt capital markets, including a mapping of issuers, investors, regulatory
frameworks and market infrastructure active in the country.
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TECHNICAL ASSISTANCE FACILITY
Summary of Interventions
Category

Countries

Amount (USD)

Product Development

Nigeria, South Africa

95,300

Transaction Support

Somaliland

60,000

Issuer Support

Zimbabwe, Zambia

51,600

Market Studies

Ethiopia

44,620

Knowledge Building Tools

Tanzania

8,500

Total

260,020
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Statement of Financial Position
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FINANCIAL STATEMENTS
Statement of Profit and Loss and Other Comprehensive Income
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PORTFOLIO DETAILS (DEC 2019)
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 m 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 totalling USD 30 million,
in Botswana (2013 - matured, 2015 and 2016), Ghana (2015 and 2016), Zambia
(2014) Mozambique (2018) and South Africa (2018).
BHS Senegal is the largest mortgage and property development finance provider
in Senegal, with 70% and 75% market share respectively. Since inception, BHS has
provided over 200,000 mortgages for social housing in Senegal. In 2019, the Fund
invested in XOF 4.4 billion (USD 7.5 million) in a XOF 20 billion (USD 33.5 million)
issuance.
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,
adding to the 2013 investment of USD 3.1m.
Dufil Prima Foods is a listed food company that sources, processes and markets
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 (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.

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.
GHL Bank Ghana is a mortgage and housing finance provider based in Accra.
To date, it remains the only institution dedicated solely to mortgage financing in
Ghana and has disbursed over USD 120 million in housing loans. GHL’s lending is
predominantly in US Dollars, which offers clients a lower interest rate but exposes
them to FX fluctuations. In February 2019, the Fund invested USD 1.48 million in a 7
year USD 3.05 million issuance.
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PORTFOLIO DETAILS (DEC 2019)
FUND INVESTEES
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.

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 debenture in 2018.

IZWE is a regional provider of financial services to unbanked workers. The Fund
made an investment of ZMW 36.1 m (USD 3 m) in the Group’s Zambian subsidiary
in addition to a USD 7.3 million bridge-to-bond facility to the Ghana 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, and a follow-on investment of USD 2 million in 2019.

Letshego Ghana, formerly known as AFB Ghana, is a provider of credit and
insurance to lower income households. The ALCB Fund invested GHS 7 m (USD 1.8
m) in the company’s local currency issuance of GHS 30 m (USD 7.5 m).

M Finance is a micro-lender specializing in the MSME segment in Zambia. In 2015 it
initiated a ZMW 256 m medium term note program under which the fund invested
ZMW 36.1 m (USD 3 m).
Baobab Sénégal, a member of Baobab Group, is a pro-poor financial institution
committed to providing financial services and products to individuals and MSME
entrepreneurs. To date the fund has invested a total of USD 6 million in Baobab
Senegal, with the initial investment of USD 3 million in 2016 and an additional USD
3 million in 2019 in a medium-term note.
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PORTFOLIO DETAILS (DEC 2019)
FUND INVESTEES
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.

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.
Nedbank South Africa is one of the largest financial services groups in Africa.
In April 2019, Nedbank came to market with its first green bond – encompassing
solar and wind assets – under the Climate Bonds Standards. This is part of the
company’s new SDG Impact MTN program, which sets in place guidelines for
sustainable, green, and social impact bonds. The Fund invested ZAR 41 million
(USD 1.48 million) in the ZAR 1.97 billion (USD 105 million) issuance.
NS Power Nigeria is the operator of a 30-year concession on the 600MW
Shiroro Hydroelectric Power Plant. Fed by the Kaduna River, it generates ca. 8%
of Nigeria’s grid power. The Company runs an on-grid operational model and
its plant has four generating units with an individual capacity of 150MW. The
Company distributes power through the grid to Distribution Companies across
Nigeria and is the primary supplier of power to the Federal Capital Territory,
Abuja. In February 2019, the Fund invested NGN 360 million (USD 1.06 million)
in a NGN 8.5 billion (USD 23.7 million) issuance by NS Power.
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 in 2018.
OraBank Group is a pan-African financial service provider with operations in
12 countries across francophone West and Central Africa. The company issued
its first bond in the CEMAC region. In February 2019, the Fund invested XAF 3.5
billion (USD 6.0 million) in an issuance of XAF 9.6 billion (USD 16.5 million). The
company has also invested XOF 2.4 billion (USD 4.0 million) in the businesses
UEMOA bond in December 2019.
Platinum Kenya and Uganda is a Micro Finance Company that provides nonbank lending to customers largely comprised of civil servants and employees of
selected companies. The Fund invested a total of USD 4 million in the Ugandan
Subsidiary in 2017, and an additional USD 4 million in the Kenyan subsidiary in
2019.
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FUND INVESTEES
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, transmission,
distribution and sale of electricity. The Company issued a 7-year listed bond in 2018
in which the Fund invested USD 5 million.
TUHF is an NBFI providing financing to entrepreneurs for the developmental of
affordable inner-city rental housing units. In September 2019, the Fund provided a
ZAR 100 million (USD 7 million) bridge-to-bond loan facility that will provide shortterm liquidity to TUHF in the run up to its second securitisation.

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.

29

BACK TO TOP

INVESTMENT AND TECHNICAL ASSISTANCE FACILITY PROCESS
Standard Investment Process:
Initial Contact

Investment
Committee
Memo

Full Investment
Proposal

Executions

Monitoring and
Reporting

Engagement of TA facility:

The Fund Managers carry out
initial screening and discussions
with the issuer. This may
include discussions on technical
assistance requirements.

TAFC Memo

The Investment Managers of
the ALCB Fund presents to the
Investment Committee key
information about the issuer
and the initial terms discussed.
In order to move forward in the
negotiation process, the manager
must secure a positive decision
from the investment committee

Investment Managers conduct
due diligence and submit a
detailed investment proposal.
The proposal will include
specifics of the transaction,
overview of issuers activites and
strategy, company shareholders
and lenders, and any other
information requested by the
investment committee.

TAFC Proposal

Selection of
Advisors

If approved, the Investment
manager will finalise negotiations
and execute the legal
documentation, which may
include a variety of social and
financial covenants and reporting
requirements.
As agreed upon during execution,
the issuer must provide the ALCB
Fund with reports on a regular basis.
The Fund Manager will monitor this
information to ensure compliance
with the covenants and terms and
conditions of the agreement.
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The Facility Managers assess,
in coordination with the
issuer, specific technical
assistance needs.

Facility Managers present
to the TAF Committee key
information about technical
assistance needs, including
pricing, importance to issuer
and relevance to local capital
market development.

The TAF uses its established
guidelines for standardised
procurement, evaluation
and contracting procedures
order to ensure a quick and
transparent selection of high
quality advisors.

THEORY OF CHANGE
Theory of Change
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.

ALCB Fund Theory of Change
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THEORY OF CHANGE

SDG Sector Specific Indicators
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THE FUND

FUND MANAGER

The ALCB Fund
c/o Ocorian (Mauritius) Ltd.
6th Floor, Tower A
CyberCity, Ebene 72201
Mauritius

LHGP Asset Management 18 Ltd.
130 Buckingham Palace Road
London SW1W 9SA
United Kingdom

W: www.alcbfund.com
E: info@alcbfund.com

W: www.lhgp.com
E: info@lhgp.com
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