31 March 2013

Africa Opportunity Fund Ltd

Investment Objective: To earn capital growth and income through value, arbitrage, and special situation investments in
the continent of Africa. Portfolio investments will include equity, debt, and other interests in both listed and unlisted
assets.
Listing: AOF is traded on the AIM market of the London Stock Exchange.
Dividend policy: The Fund will pay a quarterly dividend that in sum will equal 1 year Libor on an annual basis.

Fund Performance (as of 31 March 2013)
NAV per share:
Share price as at 31 Mar 13:
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Top Ten Holdings

Description

Okomu Oil Palm PLC

Nigerian palm oil and rubber plantation operator and processor

16.5%

Sonatel

Fast growing mobile phone provider in Senegal and neighboring countries

11.6%

Shoprite Holdings Ltd.

Largest South African food retailer operating over 1700 stores in 16 countries
across Africa, while serving over 14 million shoppers annually

10.5%

Enterprise Group Ltd

Holding company with subsidiaries engaged in property and casualty
insurance, life assurance, and ownership of commercial and undeveloped
property

9.0%

Tizir Ltd 9% 2017

Vertically integrated zircon and titanium business which owns the Grande
Cote Mineral Sands Project in Senegal and the Tyssedal Ilemnite Upgrading
Plant in Norway

6.9%

Standard Chartered Bank Ghana

A provider of wholesale and consumer banking services in Ghana

5.7%

African Bank Investments Limited

South African consumer finance, furniture and electronic appliances retailing
company

4.6%

Letshego

Provider of financial loan products to government, quasi-government and
private sector employees

3.8%

Old Mutual PLC

Largest African life insurance company, with asset management, property and
casualty, and banking operations across the continent

3.6%

Societe des Caoutchoucs de
Grand-Bereby

Ivory Coast rubber and palm oil plantation operator and processor

3.2%

TOTAL

% of NAV

75.4%
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Manager’s Commentary
Market Conditions: AOF’s NAV increased approximately 12% during Q1 2013. As a reference, in US
terms in Q1 2013, the S&P rose 10.6%, South Africa fell 5.8%, Egypt fell 12.4%, Kenya rose 25.9%,
and Nigeria rose 17.9%.
Portfolio Highlights: AOF’s strong performance in Q1 2013 is primarily explained by the appreciation
of its holdings in Ghana and Nigeria. Standard Chartered Bank Ghana’s share price rose by 37%,
Enterprise Group’s by 43%, and Okomu Oil’s by 68%. The respective P/E ratios at the end of Q1
stood at 13X, 3.4X, and 9.6X. Strong profit growth drove share prices. Standard Chartered profits
rose 75% while Enterprise Group profits rose by 32%. Return on average equity was 50% for
Standard Chartered and its return on average assets was 6%. On the ratio front, its cost to income
ratio was 37%, its leverage ratio was 7.5%, and its capital adequacy ratio was 17.5%. Its only
detraction was a non-performing loan ratio of 10%. Nevertheless, by any definition, Standard
Chartered Bank’s results were superb. As for Enterprise Group, its life and property and casualty
insurance subsidiaries generated underwriting profits even as its life fund grew in size by 69% to $43
million. In the case of Okomu Oil, during a year in which the international prices for both palm oil and
rubber experienced double digit declines, profits from continuing operations in 2012 held at $23 million
versus $25 million in 2011, accompanied by a 14% increase in net operating cash flow to $33 million.
Indeed, after reinvesting half of its profits in expansion projects, Okomu ended 2012 free of debt and in
possession of a net cash balance of $25 million. No surprise, then, that Okomu has raised its dividend
by 40% to market acclaim. A health warning, though, is appropriate. The share prices of Sub-Saharan
African high dividend paying companies tend to appreciate sharply in price until dividend payment, then
swoon over the summer only to recover during the autumn. It should surprise no one if the share
prices of Standard Chartered, Enterprise, Okomu, and other high dividend paying companies in AOF’s
portfolio suffer bouts of weakness later this year.
Elsewhere in the portfolio, AOF sold its Seatrucks 10% 2015 step-up bonds at a price of 123% of par,
generating a total return of 40% over two years. From an initial interest rate of 10%, the coupon rose
each year by 1%. Unsurprisingly, Seatrucks elected to refinance those bonds by issuing a new bond
with a 9% coupon.
One unsatisfactory development was the decline in the value of AOF’s hard commodity portfolio.
These holdings are suffering from the negative turn in commodity prices. The other dissatisfying
pattern is the continued decline in the valuation of companies like African Bank which are reliant on the
anemic South African consumer. We expect the Shoprite litigation to commence during Q2.
Portfolio Appraisal Value: As of March 31st, the Manager’s appraisal of the economic value of the
portfolio was $ 1.31. The market price of $0.8963 at March 31st represents a 32% discount. Note the
Appraisal Value is intended to provide a measure of the Manager’s long-term view of the attractiveness
of AOF’s portfolio. It is a subjective estimate, and does not tell when that value will be realized, nor
does it guarantee that any security will reach its Appraisal Value.
Outlook: We believe that AOF’s portfolio possesses undervalued companies. Its top 10 holdings
combined offer a weighted average dividend yield of 5.7%, a P/E ratio of 7.5X, a return on assets of
13% and a return on equity of 27%. We are excited by these attractive valuation metrics and remain
optimistic about AOF’s prospects.
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Important Information
This document, and the material contained herein, has been prepared for the purpose of providing
general information about, and an overview of, Africa Opportunity Fund Limited (the “Company") and
its operations. It is not meant to be a complete review of all matters concerning the Company. This
document is not intended as an offer or solicitation for the subscription, purchase or sale of securities
in the Company.
The material in this document is not intended to provide, and should not be relied on for accounting,
legal or tax advice or investment recommendations or decisions. Potential investors are advised to
independently review and/or obtain independent professional advice and draw their own conclusions
regarding the economic benefit and risks of investment in the Company and legal, regulatory, credit,
tax and accounting aspects in relation to their particular circumstances.
Whilst the Company and Africa Opportunity Partners Limited have taken all reasonable care to
ensure the information and facts contained in this document are accurate and up-to-date, they do not
nor do any of their respective directors, officers, partners, employees, agents or advisers make any
undertaking, representation, warranty or other assurance, express or implied, as to the accuracy or
completeness of the information or opinions contained in this document. No responsibility or liability is
accepted by any of them for any such information or opinions or for any errors, omissions,
misstatements, negligent or otherwise.
No one can assure future results and achievements. No undue reliance should be placed on forwardlooking statements. The Company and Africa Opportunity Partners disclaim any obligation to update
or alter any forward-looking statements, whether as a result of new information, future events, or
otherwise.
No warranty is given, in whole or in part, regarding the performance of the Company. There is no
guarantee that investment objectives of the Company will be achieved. Potential investors should be
aware that past performance may not necessarily be repeated in the future. The price of shares and
the income from them may fluctuate upwards or downwards and cannot be guaranteed.

