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 INVESTMENT SUMMARY – AFRICA FINANCE CORPORATION  (AFC)  

Project Description/ 
Investment 
Strategy:  

Founded in 2007, the Africa Finance Corporation (“AFC” or “the Corporation”) is a multilateral development financial 
institution dedicated to infrastructure financing in Africa, through debt, equity, project development, financial advisory and 
treasury management services. The Corporation focuses on bridging Africa's large infrastructure deficit by financing projects 
with high developmental impact and economic growth. AFC’s mission is to foster industrial development of African countries, 
while delivering a competitive return on investment to its shareholders. As part of its mandate, the corporation focuses on 
investing in the core infrastructure sectors of power, natural resources (oil/gas and mining), transport, heavy industry1 and 
telecommunication, which it believes are critical pillars for economic growth across the continent. AFC’s initial capital has 
been provided by Nigeria through the Central Bank of Nigeria (CBN) (42.2%). Other shareholders include major commercial 
banks, financial institutions and private investors (57.8%).  Recent additions to the shareholding of AFC include the 
Government of Ghana and the Africa Reinsurance Corporation (AfricaRe). The Corporation was created by two constitutive 
legal instruments: (i) the Establishment Agreement and (ii) the Charter. The Establishment Agreement is made among 
sovereign states, which sign an instrument of accession and acceptance of membership, giving the Corporation its 
"supranational" status. As of date, AFC has twenty (20) Member Countries2. 

Governance  

AFC is governed by a Board of Directors (BoD) comprising 17 directors of whom 11 are non-executives. The BoD oversees 
the corporation’s operations and selects the Chief Executive Officer (CEO). The shareholders appoint the Chairman of the 
BoD. The current Chairman, Dr. Joseph Nnanna, Deputy Governor of the CBN has previously served as a consultant to the 
Government of Nigeria, the United Nations Conference on Trade and Development and on the Board of the International 
Monetary Fund.  The CEO, Samaila Zubairu was appointed in July 2018 by the BoD in replacement of Mr.  Andrew Alli who 
successfully ran the institution during the last 10 years. The remainder of the management team is made of experienced and 
qualified bankers with significant infrastructure expertise and good knowledge of the continent. The team has a demonstrable 
track record of managing the institution to profitability and scale. 6 management committees have been set to support the CEO 
and the BoD in implementing conservative risk management policies and sound credit processes that ensure the corporation’s 
sustainability, growth and profitability. 

Cost Structure and 
Financing Plan: 

The AFC’s activities are guided by its five years borrowing strategy approved by the BoD. The borrowing strategy covering 
the period 2011-2016 started with bilateral loans from relationship banks, followed by club/syndicated loans and then 
ultimately a bond issuance. The corporation has succeeded in achieving all the strategic initiatives outlined in the former 
borrowing strategy. The new strategy document covering the period 2017-2021 reflects the AFC’s Management and BoD’s 
vision of growing the company over the next 5 years and reach a balance sheet size of US$ 5 bln from the current 4.2 bln . 
Total borrowings are projected to reach US$ 4.01 bln by 2021. To achieve its objectives, the corporation has developed a 
multicurrency, multifunders and multi-market funding program that emphasizes the diversity of funding sources thereby 
ensuring that the concentration risk created by the current exposure to Nigerian funding sources is mitigated.  

Bank’s Role: 

A strategic equity investment of up to US$ 50 mln to send a strong signal to other potential financiers and help support AFC’s 
expansion, strengthening its ability to deliver infrastructure projects such as roads, water, transportation, gas and electricity to 
African people. The Bank’s investment is been conditional on AFC granting AfDB a seat on its board, however, the US$50 
mln amount falls below the AFC’s board seat threshold of 50 million shares. It was therefore agreed that the Bank shares a 
seat with other DFIs and multilaterals. Currently AfricaRe is the only other DFI, shareholder of AFC and has a lower 
investment at US$ 2 million. The Bank’s presence on the Board will enable it to participate in the corporation’s strategic 
decision taking, share lessons learnt from both sides. Its participation in the Board will also help deepen opportunities for co-
investments and timely exit. The proposed equity investment will complement the 10 years LOC of US$200 mln provided by 
the Bank in 2012, which is now fully disbursed.  Although AFC is currently adequately capitalized, AFC’s management 
believes that, adding the highest African rated entity (the Bank’s) to its list of shareholders will help in diversifying its 
shareholders base, which is significantly concentrated in Nigeria, by catalysing additional shareholders, member countries 
thus significantly contributing in diversifying the corporation’s funding sources. AFC is confident that, with a more diversified 
shareholding and source of capital, it will be able to maintain or improve its credit rating by Moody’s and have access to 
capital markets for funding at reasonable cost. The Corporation intends to complement the Bank’s equity investment with 
funding from commercial banks, DFIs and planned medium term notes issuance from capital markets to fund its US$500 mln 
pipeline of projects.  

Implementation 
Arrangements: 

As a supranational institution, the AFC is self-regulated and conducts its operations on a commercial basis, in accordance with 
its statutes. In keeping with its international aspirations, it follows international best practices, complying with Basel II 
principles and using the IFRS as its reporting framework. The Bank will enter into a subscription agreement and other 
documentation to govern its investment in AFC, including, as to, disbursement triggers, reporting, environmental and social 
compliance. 

Market: 

Africa has a huge infrastructure deficit and a funding gap estimated at circa $130-170 billion annually3. Gross inadequacy of 
infrastructure is widely recognized as one of Africa’s biggest challenges and an obstacle to the continent’s economic growth 
as they represent important tools for unlocking GDP growth, economic diversification and private sector development. 
Addressing the funding gap for infrastructure projects has therefore naturally become a priority for many governments and 
international organizations in recent years. Despite the huge gap, the African infrastructure space remains highly attractive 
from a commercial perspective and is propped by waves of supportive policy reform across the continent. Africa has the lowest 
of default rate in terms of project finance by region over 31 year period examined by Moodys4 and returns on African 
infrastructure projects have been strong and a growing investor appetite observed in the sector. Nonetheless, challenges 
remain; demand continues to outstrip supply for infrastructure (and infrastructure financing) due to demographic pressure 
further compounded by the fact that many African countries are faced with floundering revenues due to protracted softness of 
international commodity prices, which has in turn encumbered their abilities to attract long-term debt funding for infrastructure 
on optimal terms. This situation has been exacerbated by exogenous factors such as imminent implementation of the revised 
Basel guidelines (Basel 3) which has already set up a wave of de-risking and divestitures away from Africa by international 
banks &financiers due to risk/capital related concerns. In order to strategically and sustainably support infrastructure in Africa, 
there is a need to foster and support autonomous institutions and self-sustaining vehicles5 (such as the AFC). 

Justifications for the Bank’s Involvement 

Strategic 
Alignment: 

The AFC’s mandate strongly aligns with both pillars of the Bank’s Financial Sector Development Policy and Strategy (2014-
2019), the Private Sectors development policy and all 5 of the Bank’s High 5s agenda owing to the cross cutting role of 
infrastructure. AFC’s support to infrastructure projects in power, agriculture and rural value chains as well as manufacturing 
and trade related infrastructure in addition to projects which have social benefits significantly improves the lives of lot of 



 

                                                
1 Manufacturing (cement, petro-chemical, urea/fertilisers, iron & steel, etc.). 
2 Benin, Cape Verde, Chad, Côte d’Ivoire, Djibouti, The Gambia, Ghana, Gabon, Guinea, Guinea-Bissau, Kenya, Liberia, Malawi, Nigeria 
(Host Country), Rwanda, Uganda, Sierra Leone, Zambia, Zimbabwe and Mauritius (to be ratified soon) 
3 African Economic Outlook 2018 
4 Moody’s default and recovery rates for project finance, 1983-2014 
5 African Economic Outlook 2018 

Africans. AFC’s operations further align with the Bank’s Ten Years Strategy by enabling inclusive and sustainable growth 
through quality jobs creation and green growth by conducting its operations under sound E&S policies and strategies. 

Commercial 
Viability: 

AFC is rated as investment grade by Moody’s and has long term and short term issuer default ratings of A3 and P2 respectively. 
It has been consistently profitable with steady growth evidenced by a Net Interest Income recording a compounded annual 
growth rate (CAGR) of 22.4% from 2014-2017. Its total comprehensive income also grew by 64% YoY between 2015 and 
2017 ($109.159 in 2017 from 115.3 mln in 2016 and $70.217 in 2014) while total assets rose from $3.4 bln to $4.16 bln and 
debt liability grew from $1.9 bln to $2.6 bln in the same period. Shareholders’ equity has also grown by 3% from $1.45 bln to 
$1.5 bln between 2016 and 2017.  The asset book remains strong with zero NPLs recorded attesting the AFC’s solid operating 
procedures. High CAR of 44% as at year end 2017 compared to set minimum CAR of 30%.  ROA stands at 2.9% in 2017 
compared to 3.4% in 2016 and ROE of 7.4% (7.8% in 2016). Cost to Income ratio stands at 17% compared to 23% in 2016 
lower than the limit of 35%. AFC has a robust risk management framework and operational procedures resulting in an 
increasingly diversified asset portfolio, by geography with more than 25 African countries including 4 countries in transition; 
by sector (Transport 35%, Power 35%, natural resources 35%, Heavy Industry 35% Other 10%), and by product (equity 29%, 
sovereign debt 16%, corporate debt 55%); guided by clear risk limits. 

Development 
Outcomes: 

The AFC prioritizes sectors, which offer a combination of both high profit potential and positive developmental impact. 
Infrastructure projects are key for socio-economic development across Africa. The need for infrastructure improvements in 
the developing world is critical. Untold numbers of businesses suffer from lack of reliable power for industrial processes or 
because they cannot get their goods to the market. At the most basic level, millions of lives are threatened every day for lack 
of clean water or safe sanitation. Investment in infrastructure projects provides high direct and indirect impact on the poor. By 
supporting infrastructure, AFC intends to address some of the gaps and constraints due to inadequate and decrepit 
infrastructure in Africa. This investment will contribute to further Power  Africa (by bringing electricity to a wide number of 
Africans); Industrialize Africa (Good quality and lower electricity cost to lower production costs, strengthening industries) – 
Improve the lives of the people of Africa (bringing electrification, roads, internet) and even feed Africa (more efficient 
transportation network for  harvest crops to reach markets before being rot - thus food security); Integrate Africa (market, 
integration, cross borders roads and railways). 

Additionality & 
Complementarity:  

This new equity investment will complement the Bank’s direct and indirect investments in Infrastructure investments on the 
continent. The huge gap observed cannot be covered by any only initiative. The Bank, through Africa 50 is already active 
providing equity to infrastructure projects across the continent. AFC will complement the Bank’s efforts of deploying 
additional capital by providing long terms debts to well selected projects.  In addition, it is expected that the Bank’s equity 
investment acts as a signal to other potential investors, especially capital markets investors as the Bank’s AAA will buttress 
AFC’s current rating, thereby providing some leverage to AFC in terms of improved rating from the credit rating agencies and 
act as a catalyst to crowd in other multilateral and bi-lateral institutions. Consequently, an improved credit rating may enable 
AFC to borrow at terms that are more favorable and a diversified shareholding will further strengthen AFC’s governance. The 
Bank’s presence on the board will contribute in diversifying a Nigerian concentrated board. The institution may also benefit 
from AfDB’s insights on issues such as gender, advocacy, development outcomes assessment/tracking and the AfDB’s 
convening power to mobilize co-financing. It is highly expected that, AFC as a development agency for infrastructure project 
will provide interesting co-financing opportunities to the Bank.  A Cooperation Agreement is under preparation to formalize 
co-investments between the two institutions. A framework is also under preparation, with the support of the Bank, to help 
AFC better track the development outcome of its operations. 
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