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Why food could be Africa’s sweet spot

By Zin Bekkali | Published: 31 May, 2010

The food industry has been amongst the best performing sectors in Africa and has shown an
average annualized growth of 20 percent in the last 4 years. Investors in Africa are slow to adjust
to this reality as most of them are still focused on finding the next oil field or securing the next
plot of arable land. Silk Invest is launching its African Food Fund because investors are much
better off investing in food companies that service the local consumer rather than investing in
commodities or farmland.

Most of the African food industry is still informal and many products are not sold through formalised
channels. Basic products such as milk, sugar and rice are still often sold in open markets in
unpackaged form. These products are typically held in large quantities by shopkeepers and are sold
in smaller quantities in unbranded plastic bags to consumers. The good news is that this is
changing. Local African food companies are increasingly able to produce food products and to sell
them to the consumer at an affordable price. The target market for these products is not only the
rising middle class, but every single person in a continent that is home to around 1bn people.

This industrialisation of the food value chain is growing from a low base, but it is undoubtedly one of
Africa’s most exciting investment opportunities. Next to the industrialisation of basic food products,
companies are now increasingly developing new product categories ranging from yoghurt to diet
drinks. The purchasing power of the average African consumer has almost quadrupled over the last
20 years. East Africa has seen its GDP per capita increase nearly tenfold, a truly spectacular
achievement.

This has put in place further growth catalysts and has clearly created a market for big retailers and
specialised food chains. According to our estimates, supermarkets account for only 2 percent of the
African market, but in many markets retailers are successfully gaining a foothold and increasing their
coverage.

Food security has been one of the big investment themes in the last few years, but we think that
investors are better off investing in the African food industry rather than investing in land. There is
nothing wrong with investing in African land, but investors should recognise the fact that most of the
value of the investment is really linked to the commodity that is produced on that land.

Land is immovable and subject to property rights, so investors are exposed to higher risk derived
from political and meteorological conditions. In addition, investors should also understand that there
are different kinds of players with different sets of objectives putting money to work in this space. For
example, the return expectations and investment horizons of a foundation are very different from
those of a more return-focused investor. Finally, from a development angle, creating a well-
functioning African food industry will have a far bigger impact on the local economy as it will allow
farmers to reduce their reliance on export markets, and it will allow consumers to buy better quality
locally produced products.
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Build on broadband — and the rest will follow Information and communication technologies
underpin almost every single activity undertaken in the modern world. Today, it is no exaggeration
to say that the great majority of people are dependent in some way on ICT networks and
applications, even if they do not themselves have first-hand access.

Mobile health: from silos to systems Still in its infancy, the emerging field of mHealth — the use
of mobile technologies to improve health outcomes — runs the risk of not realising its full
potential.

New developments in African telephony In OECD countries mobile telephony is seen as a
business with utility-like characteristics. Saturated penetration levels and established competition
are pervasive. Africa exhibits the polar opposite of this; there are thought to be 500m potential
new subscribers and currently there is a scramble for mobile assets across the continent as
multinational mobile operators seek growth away from their stagnated markets.

Lending to Africa’s small holder farmers means improving efficiencies Developing innovative
solutions is the key when lending to small holder farmers and small to medium sized
businesses in Africa’s agricultural sector.

Africa can help the world build its way out of the crisis The world needs to build itself out of the
financial crisis by investing funds in poor countries — it makes good economic sense and it can
help reduce poverty, whether in Ethiopia, Ghana, Malawi or Zambia.
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development has everything to do with getting...
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needs of smallholder farmers - "Now it’s o . sector in climate
Africa’s turn to reap the benefits of agricultural 4 change
development.” Seriously, how do you ... negotiations
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don't have access to markets, not because the...

Sylvia Mathews Burwell: Addressing the
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