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FINANCIAL MARKETS OVERVIEW

The financial markets can be categorised in the three categories below:

Capital Market Credit Market Money Market

Short term

e Long term Facilitates borrowing and lending

* More than 1 year maturity Long and short term borrowing Less than 1 year maturity

Non-standardised

e Standardised Deposits, OMOs, Treasury bills
* Organised exchange i.e. MSE

e Shares or bonds (e.g. Treasury
notes) or derivatives




FINANCIAL MARKETS OVERVIEW (Continued)

The key players in the Malawi financial markets are as follows:

Capital Market

Credit Market
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Money Market

* Malawi Stock Exchange
* Asset Managers

¢ |nvestment banks or investment
advisors

e Stockbrokers
* Transfer secretaries
¢ Collective investment schemes

* RBM

Banks

Asset Managers

Microfinance institutions
Cooperatives (SACCOs)
Development finance institutions

RBM

Banks
Asset Managers

RBM
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MALAWI CAPITAL MARKETS OVERVIEW

The Malawi capital market comprises of the equity and debt capital market on the Malawi Stock Exchange

Equity market Debt market

Long term instruments are issued and traded on the capital markets
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EQUITY CAPITAL MARKET

- Equities are listed and traded on the Malawi Stock Exchange

 Laws/Regulations covering the equity capital market are:

Malawi Stock Exchange

e : Financial Services Act Securities Act
Listing requirements

RBM - Registration of
Securities Directive

Companies Act
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LISTED EQUITY MARKET CAPITALIZATION

The equity market capitalization stands at K1.7 trillion as at 6 November 2020

Listed companies

K1.7 trillion

MSE market
capitalization

MSE equity market capitalization

represents 2 1% of Malawi
rebased 2019 nominal GDP

Source: MSE
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LISTED EQUITY MARKET CAPITALIZATION (Continued)

Since 2016, equity market capitalization growth has been on an upward trend

Mar ket Capitalization (MK’ bn)
1,685

1,429
1,285
957
638 622 578 I

2014 2015 2016 2017 2018 2019 2020

10



|II Bridgepath Capital

Invest to Achieve

MARKET CAPITALIZATION BY SECTOR

The largest sector is the banks followed by the telecoms sector by market capitalization

Market Capitalization by Sectors

Te cations - [ 20.65% i
S There are 4 listed banks
Financial Services _ 9.93% which make up 37.2% of the

market cap
Conglomerate _ 9.51%

real Estate [N 5o Thereare 2 listed
telecom companies

Manufacturi 3.38% :
anufacturing [ 2.28% which make up 29.65% of
. the market cap
Tourism and . 2 26%
Hospitality 070
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CAPITAL RAISED ON LISTED EQUITY MARKET (Continued)

A total of K85 billion has been raised on the Malawi Stock exchange since inception in 1994

K61 billion from IPOs
since inception

K85

18 transactions

billion

raised on MSE K24 billion from rights

ISsues since inception

4 transactions

Source: MSE

Listed companies must be using alternative sources of finance for capital
requirements

12



LISTED EQUITY MARKET TRANSACTIONS
Most recent MSE listings (ICON, Airtel and FDH Bank) have raised K56 billion

Rights issue
K2bn

MPICO

Rights issue

K9 bn
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ICON PROPERTIES hF DH Bank
IPO
K14.7 bn IPO
K13.8 bn

2008 2011

Rights issue
K988m

NBS Bank

2016

I
2017

Rights issue
K11.9 bn

NBS Bank

2019

%

airtel

Source: MSE, Company publications
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LISTED EQUITY MARKET CAPITAL RAISING COSTS

Equity capital raising costs have also been decreasing from highs of over 15% to between 3.5%-6.5% of
total capital raised

27.68%
19.68%
18.3%
15.33% 14.6%
14.01% 070
9.68%
8.2%
7.2% 6.4%
6.24% 6.1% 0
0 5.7% 5.6% 5.7%
5.38% 4.7%
0,
I I 2 1 1
NICO lllovo  Standard PIM National =~ Sunbird NITL FMB NBS Bank MPICO TNM CL NBSBank MPICO NBSBank ICON Airtel FDH Bank
Bank Bank Properties

1996 1997 1998 1998 1998 2000 2002 2004 2006 2007 2007 2008 2008 2011 2016 2017 2018 2020 2020

Source: MSE, Company publications, Bridgepath Capital research
14




! ? \ THE INSTITUTE OF I 1 1
I ‘ MCHARTERED ACCOUNTANTS II Brldgepath Caplta|
Y IN MALAWI Invest to Achieve

Y Kol a4V AN Nl u p  ISIMALAWI DEBT CAPITAL MARKETS



DEBT CAPITAL MARKET

« Bonds are listed and traded on the Malawi Stock Exchange

 Laws/Regulations covering the listed debt capital market are:

Malawi Stock Exchange

o : Financial Services Act
Listing requirements

RBM - Registration of
Securities Directive

Companies Act

16
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DEBT CAPITAL MARKET CAPITALIZATION (Continued)

The listed debt capital market capitalization stands at K917 billion as at 6 November 2020

MSE debt market capitalization

represents 11% of Malawi
rebased 2019 nominal GDP

K917 billion

MSE market
capitalization

Source: MSE
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LISTED DEBT CAPITAL MARKET PROFILE

The market has 1 corporate listed bond and 28 listed treasury notes

Listed Treasury notes

Listed Corporate bonds

K13 bn myBucks
listed bond K904 bn

Listed Treasury
@ MyBuck notes

BankingCorporation

18
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LISTED DEBT CAPITAL MARKET TRANSACTIONS

MyBucks raised K13 billion on the bond market. RBM has listed various Treasury notes on the MSE.

@ MyBucks

BankingCorporation

Corporate bond
K13bn

| | | |
2017 2018 2019 2020

Listed Treasury Listed Treasury
note K113m note K277bn

Listed Treasury

Listed Treasury
note K20m

Trades on the domestic bond/debt market have been very few as compared to listed equity market

note K627bn

19
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PRIVATE PLACEMENT DEBT MARKET

Various institutions have raised debt through the private placement debt market from pension funds, asset
managers etc. These include notable companies such as lllovo, Press Corporation, TNM, Sunbird etc.

Private placement debt i Asset managers

Issuers have preferred accessin
Est ovel K95bN : P ) g
capital from the private placement

Al prlvatde Elacement debt market and also from banks
sl and not from the listed debt capital
market

2020

Source: Bridgepath Capital research
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AFRICA EQUITY MARKET CAPITALIZATION

South Africa has the highest market capitalization followed by Morocco and Egypt
Equity Market capitalization US$bn

South Africa I 382
Morroco SN 61
Egypt mmm 42
Botswana mHEE 4]
Nigeria W 32
Kenya m 21
Zimbabwe m 19
Ghana m 13
Tanzania B 9
Uganda 1 6
Rwanda 1 3
Zambia |1 3
Namibia 1 3
Malawi 1 2

Source: CFA Institute African Capital Markets 2019 report
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AFRICA LISTED COMPANIES

South Africa and Egypt have the highest number of listed companies
No of listed companies — equity market

South Africa I 3/ 2
Egypt I 48
Nigeria I 16O
Morroco I /G
Kenya IS 63
Zimbabwe NN (2
Namibia I 44
Ghana I 39
Botswana I 35
Tanzania I 28
Zambia NN 24
Uganda mmm 17
Malawi mmm 16
Rwanda B 8

Source: CFA Institute African Capital Markets 2019 report

Malawi info updated to 2020
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IPOs 2010 to 2019
Number of IPOs Capital raised via IPOs 2010 to 2019 (US$m)
2010 to 2019
South Africa I 3 708
South Africa e (/] Egypt m—= ? 158
Tunisia T 3 Nigeria e 1 541
Egypt mEEEEEEEEa——— )3 Morocco mmmm 839

Tunisia == 508
Ghana m 349

Morocco mmmmmmmm—— 13
Botswana s 10

Ghana s O Mauritius =™ 301
Tanzania . O Botswana m 284
Nigeria m— 7/ Tanzania m 250
Mauritius . G Kenya ® 193
Kenya mmmm G Rwanda 1 141
Rwanda mmm Uganda 1 114
Algeria mmm 4 Algeria 1 90
Uganda mm 3 Namibia 1 70
Namibia mm 3 Mozambique 1 64
Mozambique mm 2 Malawi | 20

Malawi m 1 Zambia 9
Zambia m ] Zimbabwe 1

Zimbabwe m 1

e |PO activity is highest in South Africa, followed ’ ngét?c', E%iS?J'%ﬁSH%Qt'ﬁo§oﬂ¥ﬁrAtfr}iec§,eE8§pt

by Tunisia and Egypt with high volume of IPOs and Nigeria

Source: PWC 2019 Africa Capital Markets Watch
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AFRICA LISTED DEBT MARKET
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South Africa has the highest number of debt issuers followed by Botswana and Nigeria

South Africa
Botswana
Nigeria
Morroco
Kenya
Ghana
Namibia
Egypt
Tanzania
Zimbabwe
Uganda
Rwanda
Malawi

Zambia

No of issuers - debt capital market

I 125

—— 19

I 33

I 17
I 16
I 11
I 10
. 6

I 4

2

m2

H2

w2

25
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AFRICA LISTED EQUITY MARKET AS % OF GDP

South Africa leads with the highest domestic equity market as a percentage of GDP

South Africa
Zimbabwe
Rwanda
Morroco
Kenya
Botswana
Malawi
Namibia
Egypt
Zambia
Nigeria
Tanzania
Ghana

Uganda

Domestic equity market as % of GDP

= 260%
I 59%
I 57%
I 51%
I 23%

I 22%

. 21%

I 17%

BN 14%

B 11%

B 10%

Bl 8%

Il 8%

M 6%

Source: CFA Institute African Capital Markets 2019 report

Malawi info updated to 2020
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FINANCIAL MARKET INDUSTRY OVERVIEW

Banks had K1.89 trillion of assets on balance sheet and Asset Managers had K1.3 trillion of Assets under
management

Asset Managers

Source: RBM — Financial Supervision report 2019

28




|Il Bridgepath Capital

Invest to Achieve

SOURCE OF FUNDS FOR ASSET MANAGERS

54% of the funds managed by asset managers is from life insurance companies and 24% is from pension
funds

Source of funds for asset managers

Life insurance companies/ N 5%
Pension funds |GGG 22%
Companies I 15%

General insurance companied 1%

Source: RBM — Financial Supervision report 2019
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GROWTH IN ASSETS UNDER MANAGEMENT

Assets under management have grown from K384bn in 2014 to K1.3 trillion as at 31 December 2019 according
to RBM data

Assets under management

v

K384 bn

2014

2019

Source: RBM
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PENSION FUND AND LIFE INSURANCE COMPANY INVESTMENT
PORTFOLIO 2019

Close to 50% of pension fund and life insurance company assets was allocated to listed equities followed by
government securities at 27% of assets

Asset composition - pension funds and life insurance companies

Listed equity I 49%
Government securities [ 2 7%
Fixed deposits || GG 11%
Unlisted equity | 7%

Property [l 3%

Source: RBM
31
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ANNUAL CASH INFLOWS TO PENSION FUNDS

Annual pension contributions have grown to K112.8 billion in 2019 from K40.7bn in 2015

Annual Pension Contributions — K’ b n

112.8
98.3
62.5
48.5
40.7 I
2015 2016 2017 2018 2019

Source: RBM
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ASSETS UNDER MANAGEMENT - K'billion

After the Pensions Act was enacted, assets under management have grown considerably

1,298

Considerable funds with asset managers for capital market
transactions

827
Pensions Act
2011

K9 hillion

20 01 94 103 127 monthly cash

Dec07 Dec08 Dec09 Decl0 Decll Decl? Dec13 Decl14 Decl5 Decl6 Decl7 Dec-18 Dec-19 Source: RBM
33
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RBM INVESTMENT OF PENSION ASSETS DIRECTIVE

Currently no regulatory guideline on investment of pension assets

Draft RBM Investment of Pension Assets Directive (2020) provides proposed asset
allocation guidelines. Maximum limits per assets and limits per issuer:

Maximum exposure limit per asset category — pension funds Implications:

1. Reduction in pension funds invested

Listed equities | 75% in private placement debt

2. Increase in listed equities

Listed debt | 75%

Increase in investment in
infrastructure projects

Unlisted Infrastructure/public projects || NN QI 20% o
4. Decrease in direct property

investments but more through listed
Unlisted debt [l 10% property investments

Property [ 10%

35
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EQUITY CAPITAL RAISING PROCESS -1PO
Below is a typical IPO process which can take between 4-6 months to complete

Capital raisin iliati
: Due diligence i Market P Y Reconciliation,
Planning, . ) ) regulatory Capital raisin Results and
Advisory team Financial, Legal, Valuation Prospectus sounding,  ghp5rovals and ofF:‘er eriodg Reporting
appointments Commercial development Underwriters e marketing P

MSE IPO timetable

4 weeks 6 weeks 3 weeks 3 weeks 3 weeks 4 weeks 61 days IPO offer
period

37
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DEBT CAPITAL RAISING PROCESS
Below is a typical debt raising process which can take between 1-3 months to complete

. Due Develop Market Transaction
Planning, diligence, Term Sheet, Develop Issuer and sounding, execution and
Advisory team Credit Issue Information regulatory Teaser, financial
appointment assessment structure Memorandum approvals Capital raising closure

1 week 2 weeks 1 weeks 2 weeks 2 weeks 2-4 weeks

38
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CHALLENGES OF RAISING EQUITY AND DEBT CAPITAL FROM CAPITAL MARKETS

« Economic volatility

 Significant government borrowing with total domestic debt is at K2.35 trillion as at June 2020

» Lack of bankable projects

» Lack of good corporate governance structures

» Financial statements which are not up to date, projections

» Lack of awareness of alternative sources of capital

* Timelines can be longer than raising finance from bank

* Increased disclosure requirements

 Few issuers
40
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OUTLOOK OF CAPITAL MARKETS

Economic growth post Covid

Significant growth in assets under management of over K1.3 trillion

New regulations impacting investment of pension fund assets

Reduced costs for capital raising — equity and debt

41
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ASSET MANAGERS

INVESTMENT GROUP

D
E‘:L OLDMUTUAL ('I!}Nlﬁ[l Asset Managers

N3 copita N iznce ot Limiee

CONTINENTAL lll Brldgepath Capltal

ASSET MANAGEMENT

Invest to Achieve
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MSE CORPORATE ADVISORS/INVESTMENT ADVISORS

INVESTMENT GROUP

('Il}llcﬂ Asset Managers

INVESTMENT BANK
m | Capital
r‘I Alliance Capital Limited EYE‘SL'E.‘R& word!

in association with Y UNANI N ANI
De Io-
Itte.

@ OLDMUTUAL @ Standard Bank

! Bridgepath Capital @ MyBucks

Invest to Achieve BankingCorporation
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AN OVERVIEW

RBM licenced
portfolio
manager and

limited liability

company
(Licence no
PM:001/20)

0Qo

dD

Experienced
management
team

7 investment
team
members

Backed by one
of the largest
institutional
shareholders
in Malawi -
Press Trust
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MALAWI STOCK EXCHANGE

Investment Licensed
management Corporate
and financial Advisor

advisory
solutions for
you



OUR INVESTMENT MANAGEMENT SOLUTIONS
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We have a range of investment management solutions to meet your needs and challenges

o

Individual
Investment
Management

Institutional
Investment
Management

e

Pension Fund
Investment
Management

47

5% a

Public sector Trusts/Charities/NGO
Investment Investment
Management Management



OUR FINANCIAL ADVISORY SOLUTIONS

We have a range of financial advisory solutions to meet your needs and challenges

LHIF

I\

=

Valuations

h Eh

?

Mergers and
Acquisitions Transaction
Services

=GP,
@

Business/Financial
Modeling

PR
<N

Equity/IPO Advisory

48

Independent
Business
Reviews

Project Finance
Adyvisory
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Business
Plans/Feasibility
Studies/Financial
Projections

$/~7'

Capital Raising
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| Bridgepath Capital Limited | 1st Floor (108) info@bridgepathcapitalmw.com
P.O Box 2920 A Development House L +265 1 828 355
Blantyre Corner Henderson Street & www.bridgepathcapitalmw.com

Blantyre




