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Currency Risk Webinar

African FX focus



Introduction to Barclays Africa Group




Barclays Africa Group Overview

Through our ‘One Africa’ strategy, our clients can expect a broad range of products
across Africa

Fully Local, Fully Global Bank in Africa

Leading Branch Network in Africal

Standard o
947 121 19

Product Capability Across Barclays Africa Group?

Presence Receivables Cash Risk Investment
Country since Lending Financing | Deposits| Magt. Trade | Solutions Banking
v v v v v

1.Botswana 1950
. 2. Egypt 1864 v v v v v v
: 2 3. Ghana 1017 v 7 v v v
4. Kenya 1925 v v v v v
d 5. Mauritius 1919 v v v v v
6. Mozambique 2002 v v v v v
= 7. Seychelles 1959 4 v v v v
8. South Africa 1986 v v v v v v
9. Tanzania 1925 v v v v v
10. Uganda 1927 v v v v v
11. Zambia 1918 v v v v v v
12. Zimbabwe 1912 v v v v v

A Genuine Domestic Platform in Africa

Barclays Africa

U Group Barclays. Kenya 35 5arkflzys [ Barclays
Barclays Africa Gro % JSE Listing NSE Listing o Zim abwe — Botsvyapa
u 4 I up 7 ZSE Listing L BSE Listing
[ Partner Bank location USD12bn
Market Cap®
Source:
1. Respective company websites September 2014. Markets included: Botswana, Egypt, Ghana, Kenya, Mauritius, Mozambique, South Africa, Seychelles, Tanzania, Uganda, Zambia,
Zimbabwe.

2. This is not an exhaustive list of local capabilities.
3. As at October 2015.
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Considerations in managing risk across SSA




Common Themes in African FX Markets

Rotation out of risky assets resulting in commodity and currency weakness, forcing
regulators to defend local markets

Theme Summary Result

Impact of US interest rate Arecovery in the US economy and rising Foreign investors have been selling local

normalisation inflation may see the Fed raise interest currency denominated assets in favour of
rates in September, reducing the carry USD, resulting in local currency weakness and
between the USD and other assets lower net foreign exchange flows

Sustained low commaodity A protracted slowdown in Chinese growth Lower prices and reduced demand for

prices has contributed to lower demand for commodities have led to significantly lower FX
commodities, resulting in lower prices- and tax revenues for commodity producing
especially in the base metal space. The countries, putting pressure on FX, particularly
weaker global growth outlook following the  in Nigeria, Angola and Mozambique. Nigeria
Brexit referendum may further delay a and Mozambique’s currencies continue to
recovery in commodity prices depreciate due to USD scarcity

Significantly reduced FX Based on both of the themes above, we've  Most large commodity producing markets have

liquidity in most markets seen lower FX inflows and higher outflows  seen reduced FX liquidity and panic buying/

hoarding of FX. East Africa appears an
exception.

Central Bank intervention with  Markets such as Nigeria, Angola and FX restrictions and tighter monetary have

policy rates, changes in FX Mozambique have tightened monetary resulted in overvalued FX rates in countries

regulations and capital policy aggressively, while protecting low such as Mozambique and Nigeria. Though
controls in 2015 and 2016 international reserves through the inflation has risen sharply, it may have been
introduction of FX regulations. worse without these interventions.

Low economic growth rate Large SSA markets such as South Africa, This creates a policy dilemma for the CB,
Nigeria and Angola are struggling with though these markets continue to tighten
stagflation (low growth and high inflation) policy to fight inflation and protect the

currencies.

Source: Barclay’s Research, Bloomberg
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Summary of Hedging Strategies

Depending on the underlying requirement, there are 3 broad product types available to
manage risk

Product Advantages Considerations Application and Available in
accounting (Presence countries
only)

Forwardsand ® Zeroupfrontcost e Potentially large e Onlyrecommended e BWP, GHS, EGP,

Swaps unwind cost if where certainty of KES, NGN, MUR,

underlying exposure flows is high MZN, TZS, SCR,
falls away UGX, ZAR and ZMW

e Can hedge account vs. USD

¢ No participation

e Credit required

Purchased e Full benefit of e Payment of premium e Recommended e BWP, KES, MUR, o
protection favourable move although this can be where there is degree NGN, TZS, UGX, 'g
) _ deferred of uncertainty of the ZAR and ZMW vs. )
e Protection against underlying USD =
adverse movement transaction G
£
* No credit e Intrinsic value can be =
requirement hedge accounted 2
Reduced e Can provide full e Contains a liability * To be considered e BWP, KES, MUR,
premium hedge leg, so there are when information NGN, TZS, UGX,
. . i potential unwind surrounding the ZAR and ZMW vs.
EHEteTiEs * Potential to benefit  costs if deal goes transaction improves USD
from favourable against the client .
move e Economic hedges
e Credit required less likely to achieve
® Zero or reduced hedge accounting
cost basis
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Execution Considerations

The following are the main considerations when executing a hedge in SSA

Consideration

Summary

Solution

Liquidity e FX liquidity varies across the individual ® Using offsetting natural hedges where possible
markets in the region o _ )
e Opportunistic spot purchased during periods of good
e Some, e.g. BWP and ZAR are highly flow
liquid, vs. others e.g. NGN and AOA are , S ) )
not e Using FECs to avoid tying up working capital
Volatility e Poor liquidity tends to lead to high e Develop clearly defined hedging policy
volatility e.g. ZMW, MZN . o )
e Using FEC contracts to minimize FX risk
® |ncreasingly large deals and global risk _ _ )
appetite can weigh on more volatile * Using option strategies
markets
Regulation e Each country has varied levels of e Work with a banking partner with strong on-shore

regulations, mostly designed to prevent
speculation

Regulation can often be opaque in many
countries with different interpretations

presence and good relationship with regulators in
each country

Strategy for large
trades

In order to minimize market execution
costs it is imperative to achieve a sound
execution strategy which takes market
liquidity and transaction size into account.

Maintaining anonymity throughout the
market execution phase is essential to
achieving desired execution levels:

Using more than one bank increases the risk of
information leakage — this can lead to unnecessary
market disruption, resulting in poor execution.

The use of one counterparty also minimises the risk
of operational error and simplifies settlement.

It is therefore important to choose the bank with the
best access to liquidity.
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PUI deals across Africa




Strength in Sub-Saharan Africa PUI

== Cdaes 250MW Hydropower Plant A L 1R ] >
g AZITOENEFRGIE ranams 16 Year Project RARA Ke%éerl
o 9 AES Barges Finance Facility Independent Power 87 MW Fuel-fired Power
O 5 270MW Gas-fired Turbines Producer Plant Project Finance USD 5.0bn Capex Expansion
> USD 867m Plan over 5 years
E‘ EUR30m = USD 120m EUR 79m usD120m USD 5.0 bn
o z Mandated Lead Arranger
> Finance FX Hedging Manager Hedging Bank Hedge Bank Mandated Lead Arranger Joint Financial Advisor
- 2013 June 2005 December 2007 November 2010 October 2012 Ongoing
| =
P A
Kosws @ l © @“gﬁs ”
Lol Petrosa c Central Electricity Board
«© Kosmos Energy Ghana Govemnment of Ghana RBL Credit Facility 5 Songas Debt Restructuring Senior unsecured bonds
c Senior Debt Facility usD150mn . N due 2009
g Development Funding USD 101m = USD 90m MUR 600m
o ECIC-backed facility Sole Underwriter ] Sole Arranger
USD 600m SHEP4 Programme Account Bank = Financial Advisor and Bookrunner
Mandated Lead Arranger Arranger and Lender i December 2007 June 2006
July 2009 November 2012 Hedge Provider —
March 2015 J
S Sonangol 4—| C=
E Sonangol Finance Limited ‘E ey
[} Structured Term Loan [ Qo Mezzanine Refinance Facility
D < = USD 22m USD 828m
c USD 2.5bn &
< Joint Bookrunner N Joint Mandated Mandated Lead Arranger
Mandated Lead Arranger Lead Arranger Maamba
September 2008 August 2008 2015
o gYes ) CIC ENERGY1 9 e | sasou :l:
o Hampaer ENERGY = 2,400MW Coal-fired Morupule Colliery Limited Water Utilities Corporation g CESUL Transmission 140 MW Gas Fired
Qo First commodity hedge Transaction Advisor 2 Power Project Finance Q Project Power Plant
e @ Expansion Project WUC001 - BWP195 mn 1=
Iod Undisclosed Undisclosed S USD 8bn BWP1.2 bn Debt Package WUC002 - BWP205 mn ('3 USD 2bn USD 260m
= Hedge Bank Sole Advisor om Financial Advisor Advisor Joint Lead Arrangers o Joint Transaction Advisor Transaction Advisor
December 2008 Ongoing July 2007 February 2011 June 2008 = Ongoing Ongoing
So rica
— \INS e NS
s = e ABENGOA Q EMVELO ® €skom
100MW Xina Concentrated Torac 100MW ilanga Concentrated
140MW Loeriesfontein 2 140MW Khobab 80MW Noupoort . . Solar Power Project 75MW Mulilo Prieska Solar PV Solar Power Project 10 year Reg S bond
Wind Project Finance Wind Project Finance Wind Project Finance 2Wind and 4 Solar PV projects Project Finance Power Plant Senior Debt- ZAR 7.4bn

Mandated Lead Arranger Mandated Lead Arranger

Closed Closed
South Africa South Africa
2015 2015

ACSA H <seoF

energies nouvelles

60 MW Wind Farm

Revolving Credit Facility Eastern Cape

ZAR 5m Undisclosed

Mandated Lead Arranger
May 2013

Original Lender
September 2013

_—

GAUTRAIN
xstrata |
Gauteng Provincial Government

Captive Coal-fired Power Plant
Rail PPP

Undisclosed ZAR 20.5bn
Transaction Advisor

Arranger, Underwriter, Investor
Closed i

South Africa

Mandated Lead Arranger
ClLosed
South Africa
2015

[
ata
=~ €Dl

F
energies nowelles

21 MW Wind Farm
Eastern Cape

Undisclosed

Mandated Lead Arranger
May 2013

100MW Wind Farm
Queenstown
Undisclosed
Mandated Lead Arranger
Hedge Bank
ECA Agent
November 2012

BEE Facility - ZAR 3.6 billion
closed
Co-Lead Arranger

«'seoF
e .

24 MW Wind Farm
Eastern Cape

Undisclosed

Mandated Lead Arranger
May 2013

o
Term Loan
ZAR2bn

Joint Mandated Lead Arranger
March 2012

Senior Debt- ZAR 7.6bn
Joint MLA, Lender
Closed
South Africa

GOF S\CZ

1,000MW Gas-fired Power
Plant Project Finance
~ZAR 7bn

Joint Mandated
Lead Arranger
Ongoing

Umbrella
Structured ECA Facility

ZAR 84bn

Sole Advisor / MLA / Agent
2007-2012

Senior Debt- ZAR 1.65bn
Joint Mandated Lead Arranger
Closed
South Africa

Term Loan Facilities

]

ZAR 1bn

Lead Arranger
September 2013

==
Trans Caledon Tunnel Authority
Lesotho Highlands Water Project
ZAR 1.3bn
Berg River Water Project
ZAR 1bn
Financier
South Africa

Joint Arranger, Underwriter
closed
South Africa

Term Loan Facilities

ZAR 1.7bn

Lead Arranger
December 2013

-

q} MENEWARE

138 MW Wind Farm
Jeffreys Bay
Undisclosed

Financial Advisor
Mandated Lead Arranger
Hedge Bank
November 2012

USD 1.0bn

Joint Book Runner
August 2013

—
4} RENEWARLE

50 MW Solar PV
De Aar
Undisclosed

Financial Advisor and
Mandated Lead Arranger
Hedge Bank
November 2012

57, W £
o T

50 MW Solar PV
Droogfontein
Undisclosed

Financial Advisor and
Mandated Lead Arranger
Hedge Bank
November 2012
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Disclaimer




Disclaimer

This brochure/document/material/report/communication/commentary this commentary has been prepared by the corporate and investment banking division of Absa Bank
Limited — a registered bank in the Republic of South Africa with company registration number 1986/004794/06 and with its registered office at Absa Towers West, 15 Troye
Street, Johannesburg, Republic of South Africa Absa. Absa is regulated by the South African Reserve Bank. Absa has issued this commentary for information purposes
only and You must not regard this as a prospectus for any security or financial Product or transaction. Absa does not expressly, tacitly or by implication represent,
recommend or propose that the securities and/or financial or investment Products or services the Products referred to in this commentary are appropriate and/or suitable
for Your particular investment objectives or financial situation or needs. This commentary is not, nor is it intended to be, advice as defined and/or contemplated in Financial
Advisory and Intermediary Services Act, 37 of 2002, FAIS Act or any other financial, investment, trading, tax, legal, accounting, retirement, actuarial or other professional
advice or service whatsoever advice. You have to obtain Your own advice prior to making any decision or taking any action whatsoever based hereon and Absa disclaims
any liability for any direct, indirect or consequential damage or losses that You may suffer from using or relying on the information contained herein even if notified of the
possibility of such damage or loss and irrespective of whether or not You have obtained independent advice. This commentary is neither an offer to sell nor a solicitation of
an offer to buy any of the Products, which shall always be subject to Absa’s internal approvals and a formal agreement between You and Absa. Any pricing included in this
commentary is only indicative and is not binding as such on Absa. All the risks and significant issues related to or associated with the Products are not disclosed and
therefore, prior to investing or transacting, You should fully understand the Products and any risks and significant issues related to or associated with them. The Products
may involve a high degree of risk including, but not limited to, the risk of a low or no investment returns, b capital loss, ¢ counterparty or issuer default, d adverse or
unanticipated financial market fluctuations, e inflation and f currency exchange. The value of any Product may fluctuate daily as a result of these risks. Absa does not
predict actual results, performances and/or financial returns and no assurances, warranties or guarantees are given in this regard. The indicative summaries of the
Products provided herein may be amended, superseded or replaced by subsequent summaries without notice. The information, views and opinions expressed herein are
compiled from or based on trade and statistical services or other third party sources believed by Absa to be reliable and are therefore provided and expressed in good faith.
Absa gives no recommendation, guide, warranty, representation, undertaking or guarantee concerning the accuracy, adequacy and/or completeness of the information or
any view or opinion provided or expressed herein. Any information on past financial returns, modeling or back-testing is no indication of future returns. Absa makes no
representation on the reasonableness of the assumptions made within or the accuracy or completeness of any modeling or back-testing. All opinions, views and estimates
are given as of the date hereof and are subject to change without notice. Absa expressly disclaims any liability for any damage or loss as a result of errors or omissions in
the information, data or views contained or expressed herein even if notified of the possibility of such damage or loss. Absa does not warrant or guarantee merchantability,
non-infringement of third party rights or fithess for a particular use and/or purpose. Absa, its affiliates and individuals associated with them may in various capacities have
positions or deal in securities or related derivative securities, financial Products or investments identical or similar to the Products. Absa intends to make this commentary
available in South Africa to persons who are financial services providers as defined in the FAIS Act, as well as to other investment and financial professionals who have
professional experience in financial and investment matters. You should contract and execute transactions through an Absa Bank Limited branch or affiliate in Your home
jurisdiction unless local regulations permit otherwise. Absa Bank Limited is a licensed Financial Services Provider. Absa has taken no action that would permit a public
offering of the Products in any jurisdiction in which action for that purpose is required. The Products shall only be offered and the offering material shall only be distributed
in or from any jurisdiction in circumstances which will result in compliance with any applicable laws and regulations and which will not impose any obligation on Absa or any
of its affiliates. In this commentary reference is made to various indices. The publishers and sponsors of those indices the publishers and sponsors do not endorse, sponsor
or promote the Products and make no warranty, guarantee, representation or other assurance express, tacit or implied relating to the indices. The publishers and sponsors
make no warranties including merchantability and fitness for purpose. The publishers and sponsors shall not incur any liability in respect of any damage or loss that You
may suffer as a result of investing in a Product even if notified of the possibility of such damage or loss. The publishers and sponsors may amend the composition or
calculation of indices and have no obligation to have regard to Your or Absa’s need in this regard. The information and views contained in this commentary are proprietary
to Absa and are protected by copyright under the Berne Convention. In terms of the Copyright Act, 98 of 1978, as amended, no part of this commentary may be reproduced
or transmitted in any form or by any means, electronic or mechanical, including photocopying, electronic scanning, recording, or by any information storage or retrieval
system, without the prior permission in writing from Absa. The illegal or attempted illegal copying or use of this information or views may result in criminal or civil legal
liability.

Absa Bank Limited, Reg. No. 1986/004794/06. Authorised Financial Services Provider. Registered Credit Provider, Reg. No. NCRCP?7.
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