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African Finance Ministers to Brainstorm
on African Capital Markets

Addis Ababa 21 March 1997: Capacity Building in African Capital Markets and
making them attractive are two sides of the same coin that will be handled by the
Conference of Ministers in two break-out, brainstorming sessions organized
specifically for the purpose, during the Sixth Session of the Conferemce of African
Ministers of Finance, due to be held here from 31 March to 2 April 1997.

15 countries -- including Botswana, Cote D'Ivoire, Egypt, Ghana, Kenya, Mauritius,
Morocco, Nigeria, South Africa, Tunisia and Zimbabwe have so far established such
markets in the region.

Developing countries have come to give close attention to the promotion of financial
and capital markets in a bid to increase domestic resource mobilization, improve the
supply of long-term capital, and encourage the efficient allocation of existing
resources. Africa has been no exception.

The differences in the experiences of their capital markets reflect differences in
policies and in macroeconomic development, including exchange rate policies.

Bursts in the activity of African markets coincided with:

liberalization, including provision for foreign access
improved macroeconomic stability
liberalization of the financial sector
creation of a supportive environment

Domestic resource mobilization, improvement in the supply of long-term capital and
the efficient allocation of existing resources are only some of the objectives behind
the promotion of financial and capital markets. To chart the way ahead the
Conference will look into the experience of African markets.

Egypt's liberalization programme in 1993-95 gave a boost to the market with
capitalization increasing by 300 per cent, from LE 9 billion to LE 27 billion at the end
of 1995. In 1996 it rose to LE 36 billion and the number of traded securities totalled
143 million, up from 72 million.

In March 1994, the Ghanaian Government sold half of its 55 percent share in Ashanti
Gold Mines, thus quadrupling the number of shares traded on the Accra Exchange.
The average volume of shares traded per session rose from 243,320 to 359,700 the
following year.

The International Finance Corporation (IFC) rated the NSE of Kenya as the best
performing emerging stock market in 1994. It had a bad year in 1995, though, with
market capitalization declining by 39 per cent in dollar terms. Direct foreign
investment in NSE was allowed in January 1995.

1994 saw the Moroccan CSE take off to reach a market capitalization of US$ 5.3
billion, up by US$ 2.65 billion in 1002 due to an improved macroeconomic activity
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launched the year before.

Zimbabwe rated the 9th best performing emerging stock market on the 25-country
index of the IFC with a total foreign turnover of Z$1.85 billion in September 1995. This
was due to a combination of an enabling environment and macroeconomic policies,
leading in June 1995 to a weighted rise in turnover of 41.9 per cent, almost double
the rate of inflation.

Though Africa is a long way from securing direct foreign investment any time soon the
way Latin America and South East Asia have, a number of investment funds have
shown enough interest in African stock markets to be able to take the plunge. African
Investment Fund launched by Morgan Stanley in February 1994 began with the
modest aim of raising US$ 60 million but ended up with nearly US$ 300 million.
Alliance Capital, an American investment company, Robert Fleming, a British
merchant bank, and the Overseas Private Investment Corporation have all signed up.

Political changes, economic reforms including liberalization of exchange controls and
exchange rates, lifting price controls and reducing monopolies of markets and
deregulation of trade flows have played their part.

ECA identifies five groups of investors in emerging stock markets: domestic residents
of developing countries with overseas holdings, managed funds, retail clients of
Euro-bond houses followed by institutional investors such as pension funds, life
insurance companies, non-venture capital firms, and non-resident nationals.

It adds, however, that according to market participants, a significant proportion of the
resources that flowed into Latin American and East Asia emerging stock markets in
the late 1980s and early 1990s could well be attributed to return flight capital owned
by nationals.

An ECA paper to be presented to the Conference notes that in most African countries
firms are either individually owned or family owned and controlled. Hence the
persistent apprehension to float shares for fear of loss of control. And of course
public enterprises control a large proportion of the economy.

"Development of capital markets in Africa will invariably require a shift in both
ownership and control of some of these firms and corporations away form individual,
family or Government ownership and control", says the paper, firmly shifting both
ownership and control to the public through equity holdings.

Some of the world's top investment bankers and representatives of capital markets
are attending the Conference.

NB: This press release, as well as detailed background documents, other briefings
for journalists, the experts meeting and conference agendas, country profiles and
updates of information, can also be read at the following Web Site: http://www.un.org
/depts/eca
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