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Investment

S
outh Africa has a population of 53 
million and at least 80 shopping 
centres of more than 30,000 m2. 
Nigeria, by comparison, is home 
to around 170 million people and 

has just two malls of the same standard, 
neither of which is larger than 25,000 m2. 

This is the kind of statistic that makes real 
estate investors’ mouths water when they 
look at Africa, even if many have yet to bite. 
Foreign direct investment (FDI) into the 
continent still accounts for less than 4% of 
global capital flows, but it has grown steadily 
to reach $57bn in 2013. And while its vast 
natural reserves may have been the main 
target for foreign investment to date, its real 
potential lies in its people. 

Africa is a continent of youthful people 
– the median age in 2012 was 19.7. And 
although it is home to three-quarters of the 
world’s poorest countries, it also has the 
fastest growing middle class of anywhere on 
the planet – numbering 120 million now 
and, says the African Development Bank, 
predicted to reach 1.1 billion by 2060. This 
represents a vast market for consumer goods 
and services, in which global companies are 
keen to gain a foothold. UN figures show that 
investment in manufacturing and services 
aimed at Africa’s middle classes grew from 
7% of FDI in 2008 to 23% by 2012. 

It is sub-Saharan Africa that holds the 
greatest potential – 23.5m km2 of populous, 
rapidly urbanising territory, where GDP 
growth is predicted to average 5%-6% 
between 2014 and 2022. “The fundamentals 
are very compelling,” says Michael Chu’di 
Ejekam, director of real estate for investor 
Actis in Lagos, Nigeria. “By 2035, 50% of 
people in sub-Saharan Africa will be living 
in cities, and they will demand places to live, 
work and shop, and places to stay.” 

Actis is one of a handful of investors that 
have begun developing sub-Saharan Africa’s 
first high-spec commercial property in key 
markets such as Nigeria, Kenya and Ghana. 
A secondary market is now emerging in the 
completed assets, which suggests that 
African real estate is set to occupy the place 
that maturing Eastern European or Asian 
markets held a few years ago, as investors 
seek to diversify their portfolios and take 
advantage of high yields that accompany the 
heightened risks of emerging markets.

Demand has really taken off in the last two 
years, says Nick Lambert MRICS, senior 
director of complex and emerging markets 
at CBRE. “People have been looking for a 
while, but we’re now starting to get deals 
coming through. We’ve reached a tipping 
point where many global corporates have 
identified Africa as the next key market. We 
receive enquiries almost daily from potential 
occupiers or investors, among them hedge 
funds, sovereign wealth funds and ultra-high- 
net-worth individuals.” Lambert believes 
that Africa is now at the stage of development 

Historically, overseas 
investors have taken 
more out of the great 
continent than they 

have put in. Could this 
be the year the status 
quo starts to change?

INTO 
AFRICA

Words Katie Puckett Illustrations Angus Greig

that China – itself now a significant investor 
in the continent – reached 30 years ago.

Oil and gas companies have often been the 
first investors to enter a market, followed by 
financial services, telecoms and, with 
increasing wealth, consumer goods. This is 
now driving growth in manufacturing, partly 
as Africa becomes a new low-cost centre, but 
also to serve a growing local market. “Global 
companies are noticing that, say, one-third 
of their products are being exported to 
Africa, and they’re asking themselves why 
they’re not manufacturing in Africa,” says 
Knight Frank partner Peter Welborn FRICS. 
“If you look at the average middle class 
African household, everything is imported, 
from the loo roll holder to the oven. The sand 
and cement are the only things that aren’t.”

Countries that produce raw commodities 
are also seeking to develop their processing 
capabilities, says Welborn. For example, 
Cote d’Ivoire is the world’s largest producer 
of coffee and cocoa beans, but now hopes to 
become the world leader for processing, too. 
Given the scale of Africa’s natural resources, 
the scope for expansion is dizzying. 

The key hubs for manufacturers are South 
Africa, Kenya and Nigeria. Angola is also 
booming thanks to oil and diamond wealth 
– prime rents in the capital Luanda are 
among the highest in the world. Cote d’Ivoire 
and Ghana are fast developing, as are Uganda, 
Tanzania and Mozambique, following recent 
oil and gas discoveries. Zambia, meanwhile, 
is the top destination for a small number of 
investors in African farmland. 

Notably absent from the investment  
radar is northern Africa, badly hit by the 
fallout from the Arab Spring. Political 
stability is definitely the top requirement for 
foreign investors. “It’s my number one, two 
and  three,” says Welborn. “If you’ve got »  
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A continent of stable growth
VIEW FROM CHINA

In view of the world’s overall 
development, the African 
continent has huge potential, 
some of which has become  
more prominent due to the 
development of southern African 
nations, specifically emerging 
countries in the region.

In the first decade of the  
21st century, Africa sustained 
relatively stable growth, a rare 
phenomenon since the 1960s. 
For most of the last decade, 
Africa has maintained stable 
GDP growth of 4%-5%, higher 

than the global average. Some 
African nations have developed 
even faster than this. In 2011,  
for example, most sub-Saharan 
nations maintained healthy 
development, with an average 
growth rate exceeding 5%. 

Moreover, six of the 10 fastest 
-growing nations in the world 
were in Africa, and Ghana topped 
the list with a 13% growth rate. 
That same year, the growth rate 
of most European nations was 
less than 1%, and that of the 
United States was just over 1%. 

In 2012 the sub-Saharan 
economies achieved growth at 
an overall rate of 5.5%, making it 
the fastest-growing region in the 
world. It is especially impressive 
that 14 of the 25 fastest-growing 
nations in 2012 were located in 
the sub-Saharan region, with 
each of these countries achieving 
GDP growth of more than 6.5%. 

As projected in a report by the 
African Development Bank, even  
if the global economy was still 
unstable without deteriorating, 
2013 growth in sub-Saharan 

Africa could reach 5.4%, or 6.6% 
if South Africa is not included, 
making it the fastest-growing 
region in the world. 

One key reason for Africa’s 
relatively rapid development in 
recent years is the low baseline,  
but sustained, rapid, and stable 
growth has given people outside  
of Africa great hope for the 
future of the continent.

Liu Chaon is chairman and 
president of North China Power 
Engineering Co Ltd
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Westport, a Mauritian-domiciled fund that 
invests in commercial property in Angola, 
Nigeria and Ghana. “Claims and counter-
claims are par for the course. Often the only 
way to see who’s going to make a claim is to 
hoard off the site and wait. Land is a highly 
emotive issue in these countries, so we don’t 
cut any corners. There is always due process, 
it just takes longer than it would elsewhere.” 

We want money to be 
where it can make an 

impact. Inefficient capital 
in the system won’t grow 

our GDP or the economy 

AKIN OLAWORE FRICS

political  stability, you’ve got little risk on 
currency, consumer demand and a system 
where you can make money.”

Even where there is relative stability, the 
barriers to development are high. Local 
funding markets are underdeveloped, costs 
are high due to a reliance on imports, there 
is a lack of construction expertise to 
international standards, and a chronic 
shortage of reliable market data. “The 
opportunities are definitely there, but there 
are so many considerations in the African 
market that you don’t have elsewhere,” says 
Lambert. “Can you get in, can you own the 
freehold, can you sell and get the money out? 
But it is becoming more transparent, as 
governments realise that the way to attract 
investment is to make it easier for investors.”

Finding the right land, in the right location 
with the right title is by far the greatest 
challenge, says Lucy Corkin, adviser at RMB 

Securing land and bedding down legal 
structures with a local partner can take 
several years, she adds. “It’s very easy to get 
caught up in the euphoria of Africa’s growth 
story, but it’s not a place you can make a 
quick buck. If you don’t understand the 
social and cultural factors, it’s incredibly 
difficult to make a success of a project. You 
have to do proper due diligence and really 
understand the people you’re working with. 
Relationships are as key as feasibility.”

Investors must also overcome local 
scepticism. “Many developers overpromise 
and under deliver,” says Corkin. “Until you’ve 
built it, people don’t believe you’re going to 
do it. We come up against that prejudice all 
the time, and it becomes difficult to let a 
development because people don’t believe 
it’s going to happen.” 

That scepticism is well founded, given 
that many advertised developments never 
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get off the ground. Akin Olawore FRICS runs 
his own surveying practice in Lagos and 
becomes aware of new projects every day. But 
is there really demand for so much new 
space? Olawore is not convinced: “What 
investors are building is not within the reach 
of the population. Local companies will do 
without grade A space because the cost of 
running it is so high. A small manufacturer 
would rather generate its own power and  
be able to turn it off when it doesn’t need  
it, rather than having air-conditioning  
running 24/7.” There may be global corporate  
appetite for these offices, he points out, but 
developers will have a safer investment if 
they can appeal to local occupiers.

Retail developments may struggle to 
attract not only tenants, but paying 
customers. Nigeria’s young population like 
to hang out in food courts, he says, but they 
cannot afford pricey, imported labels. And 
those who can might not necessarily want to 
buy them at home: “Some people will not 
buy their clothes in Nigeria because they 
don’t want to find somebody else wearing 
the same thing, or for people to know where 
they bought it.”

Chu’di does not agree, citing the success 
of Actis’ malls in Lagos. Footfall at Ikeja City 
Mall has steadily increased since it opened 
in 2011, to reach 9 million a year by the end 
of 2014. “The question used to be whether 
retail would work in this part of the world, 
whether people would be interested in 
shopping or have the capacity to buy. That 
question has been answered with a 
resounding ‘yes’.” There is a snob factor, he 
concedes, but adds that the convenience of 

Varying property measurement 
standards can make it difficult 
to compare assets globally, 
particularly in Africa’s fast-
developing property markets. 

That is why several local 
bodies that represent property 
in Africa, including the Ghana 
Institution of Surveyors (GhIS), 
have joined the International 
Property Measurement 
Standards (IPMS) coalition, a 
grouping of 58 organisations 
that is developing a set of 
measurement conventions  
for use across world markets.  

“Ghana has seen a lot of 
interest from property investors 
over the past 10-15 years, but  
if our local standards vary from 
the norm, we could lose out,” 
says James Dadson, land  
officer for Ghana’s Lands 
Commission and past president 
of GhIS. “We have to do what  
the rest of the global market  
is doing. This standard is 
important for attracting foreign 
investment in property, and 
property is very key because  
it opens the way for other 
investment in the economy.” 

He points out that, unlike 
challenges such as determining 
land title, measurement is 
scientific and therefore more 
easily resolved, leaving surveyors 
to focus their efforts elsewhere. 

Adopting IPMS would also 
enable Ghanaian surveyors to 
compete internationally: “It’s 
important that we update our 
skills so that we can develop our 
own property market and ensure 
projects take account of local 
context. And using common 
standards also gives our firms  
a market beyond Ghana.”

The GhIS will be working  
with the Ghanaian government 
to enshrine the standard in 
legislation, and has begun 
running member workshops. 

“We’ve not had any opposition 
from members,” says Dadson. 
“There’s every advantage to be 
obtained and no disadvantages. 
After all, the land and property 
market is one global village –  
we can’t afford to be left out.”

FIND OUT MORE about Ghana’s  
drive for global standards at 
ghisonline.org and ipmsc.org

Global standards open doors
IPMS IN AFRICA

not having to get on a plane is a powerful 
draw. “There are very limited options here at 
the moment,” he says. “I am of the firm 
opinion that if the items were available, 
people would be happy to shop here.” Chu’di 
believes that the bigger challenge is to entice 
international brands to enter these markets. 

What everyone does agree on is that 
investors need better-quality information 
and advice – a gap that RICS members are 
well placed to fill. Olawore has been working 
for the last four years to establish a central 
platform on which firms can pool their data. 
So far, 12 have signed a commitment to share 
information in this way. “Data does exist 
within individual firms but it’s not recorded 
in a way that foreign investors can use to 
make decisions. We want money to be where 
it can make an impact. If there is inefficient 
capital within our system, it doesn’t help to 
grow our GDP or the economy.”

There is also a shortage of professional 
property and construction expertise in local 
markets. To date, South Africa has been the 
primary source of experienced workers and 
there is a need for a great many more people 
on the ground. “There is always a need for 
quality professionals in this marketplace,” 
says Chu’di. “There are very few companies 
that have the depth of experience of 
developing quality real estate. We need to 
bring international best practice to bear 
locally. Professionals should not stay at a 
distance, they should be interacting with 
groups like Actis to see how they can 
participate in what we’re doing here. It’s 
about raising the bar, and doing projects that 
can really uplift the whole continent.” n

MODUS_Mar15_P32-35_FDI_v5_F1.indd   35 04/02/2015   11:22


	Modus 20 March 2015 cover
	Modus 20 March 2015 pp32-35

