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The 2015 results
of the CIAN survey

Investment, profitability, business environment. Every year, CIAN sur-
veys the companies operating in Africa to draw up its Barometer
of their activities and of the business climate, including testimonies
from the field and reference indices for any investors interested in

the continent.

For the 27th CIAN Barometer, companies opera-
ting in Africa were once again questioned on a
range of topics affecting business development
and divided into two major parts:

1. the first, cyclical, concerns the company’s per-
formance and business prospects over a three-
year period: earnings, investment, profitability,
claims on the Government and claims on local pri-
vate industry;

2. the second, more structural, concerns an
assessment of the business environment in the
country examined: 39 criteria spread across seven
major headings - infrastructures, administration,
the economy and finance, social, socio-cultural,
input costs and sustainable development.

In 2015, 645 heads of companies or subsidiaries
of French groups responded to the survey: 107
in North Africa, 268 in West Africa, 110 in Central
Africa and 160 in Southern and East Africa and
the Indian Ocean (SEAIO).

I/ An assessment of company
activity 2014-2016

Falling raw material prices, downturn in worldwide
growth, particularly in China, health crisis, com-
plex security environment, elections. Despite the
many factors that have undermined growth in the
African countries this year, the continent remains
a dynamic market, as can be seen from the French
companies established there.

Over the 2014 financial year, more than half of
them recorded higher revenues and forecasts for
2016 are encouraging, with 58% predicting an
increase in revenues. North Africa comes top of
the table for this indicator with 68% of compa-
nies surveyed predicting an increase in revenues
in 2016.

Among the most dynamic countries in which more
than two-thirds of companies are predicting an

increase in revenues in 2016 are Egypt (100%),
Morocco (94%), Nigeria (76%), South Africa
(86%), Mauritius (83%), Tanzania (78%) and
Zambia (80%). The situation is less flourishing in
Mauritania, Tunisia, Angola and Equatorial Gui-
nea, where 100%, 73%, 86% and 75% respecti-
vely of those surveyed predicted stable or falling
revenues in 20186.

Investment is stable on the continent, after a slight
contraction in 2015 with 43% of companies
having increased their investment compared to
46% in 2014; 51% are planning extra investment
in 2016. SEAIO is the region in which companies
are investing most: from 51% in 2014, nearly
60% are expecting to increase their investment
in the region in 20186. In Djibouti, Ethiopia, Mozam-
bique, Tanzania and Mauritius, over 65% of com-
panies questioned are planning to invest in the
coming year. Outside SEAIO, we note Senegal
with 63% and Egypt with 89% of investment
intentions in 2016.

This increase in investment is explained in parti-
cular by a level of profitability that is high and
quickly achieved in Africa. This has been confir-
med again this year: while 28% of companies
recorded losses in 2014, only 11% are expected
to do so in 2016. In 2015, 78% of those surveyed
made a profit or broke even.

Unlike last year, when the largest number of com-
panies making a profit were to be found in Central
Africa, SEAIO has taken the lead, with 71% of
companies making a profit or breaking even in
2014, 82% in 2015 and 91% for 2016. For exam-
ple, in Gabon, the percentage of companies
making a profit was 53% of those surveyed in
2014 but is down to 32% in the 2016 forecasts,
while we see the reverse in Kenya, with 42% in
2014 and 75% for 2016.

Debt and payment arrears (local public and pri-
vate sectors together) remain globally contained

on the continent with only 23% of those surveyed
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ECONOMIC ANALYSIS BY ZONE AND COUNTRY

Company
activity
2014-2016

The CIAN survey focuses on the trends shown by five indicators
over the financial years 2014, 2015 and 2016:
* revenues: growth, stagnation, decline;

* investment: recovery, interruption, reduction;

* results: in profit, break-even, deficit;

* level of claims on the State: high, normal, low;

* level of claims on the local private sector: high, normal, low.
The tables show the trends by large geographical zones, which

Africa
(Continent)

are then broken down for each of the 34 countries assessed this year.
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West
Africa

Southern
and East
Africa
and the
Indian
Ocean
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considering them to be at a high level in 2015.
However, the situation has deteriorated signifi-
cantly in Central Africa, where companies are
pointing to a rise in debt. While an average of
34% of them considered the level of their claims
on the State to be high over the period 2013-
2014-2015, this figure rises to 43% for the period
2014-2015-20186. In 2015, claims on the State
were judged to be high by 63% of heads of com-
panies in Gabon, 50% in Equatorial Guinea, 50%
in DRC, 47% in Cameroon and 44% in Chad.

11/ The business environment

in 2015

The overall assessment of the business climate
on the continent has not changed between 2014
and 2015. The score remains the same at 2.39
out of 5, i.e. below the average. The scores by
region follow this trend with very slight variations
from one year to the other, apart from North Africa
which, after a drop in 2014 (2.56) climbed back to
2.95 out of 5in 2015.

Of the 34 countries assessed this year, 15 achie-
ved a score of over 2.5 out of 5, including every
country in North Africa and 7 of the 12 SEAIO

ECONOMIC ANALYSIS BY ZONE AND COUNTRY

countries assessed. Those whose score remains
lower than the average include every country in
Central Africa and 7 out of the 10 West African
countries assessed.

Across the board, Morocco comes top with a
score of 3.48, followed by Mauritius with 3.34,
while DRC and CAR have a score below 1.60.
These scores testify to a globally complex busi-
ness environment that offers only limited visibility
for the risk manager, i.e. the head of the company.
The level of profitability presented in the previous
section is simply just reward for this high level of
risk and confirms that Africa is a good risk for
investors.

Among the constraints most often mentioned by
the companies surveyed, we note:

* the weakness of the electricity production and
distribution systems and therefore the high cost of
electricity, scored at 1.90 out of 5;

* the ponderousness and inefficiency of the autho-
rities, with customs fraud scoring 1.80 out of 5,
the delays in legal procedures and the virtual non-
existence of property law;

* the impact of the informal sector and the level
of corruption, scored at 1.76 out of 5;

Assessment of the business environment

Average score per region/country

Score >2.5/5 Score <2.5/5

2015 2014 2015 | 2014

Morocco 3.48 3.22 | Burkina Faso 2.45 2.55
Mauritius 3.34 3.40 | Equatorial Guinea 2.37 2.55
South Africa 292 296 | Mozambique 2.37 2.33
Tunisia 291 240 | Cameroon 2.35 2.33
Uganda 290 3.09 | Gabon 2.34 2.30
Kenya 2.72 3.07 | Ivory Coast 2.32 2.34
Djibouti 2.72 235 | Congo 2.26 1.99
Togo 2.71 2.83 | Burundi 2.26 2.05
Egypt 2.70 - | Nigeria 2.20 2.14
Ghana 2.69 268 | Benin 2.19 2.26
Mauritania 2.68 2.10 | Mali 2.16 2.15
Senegal 261 245 | Guinea 2.1 1.97
Ethiopia 2.59 2.31 | Angola 2.07 2.24
Zambia 2.58 246 | Tanzania 1.99 2.08
Algeria 2.56 2.67 | Niger 1.95 1.96
Madagascar 1.93 204

Chad 1.88 1.91

DR of Congo 1.60 1.78

CAR 1.69 2.19
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C'M’'S’ Bureau Francis Lefebvre

Africa: take advantage
of our experience

Africa currently offers tremendous growth prospects.

However taking advantage of these new opportunities requires
guidance through the diversity of legal, regulatory and
tax environments.

We can assist you in the implementation of your
development plans in Africa and help you overcome the
challenges of this continent by offering support drawn
from our long-standing African practice:

- A multidisciplinary team of 35 professionals
based in Algiers, Casablanca and Paris,
specialised in business law and tax of African
countries;

- A combination of proven skills and unique
experience in transactions with Africa and strong
expertise at international level;

- A documentation service focusing on African
business law and tax, built up over a period of more
than fifty years;

- An extensive network of African professionals
throughout the entire continent.

Contacts:

Jean-Jacques Lecat, Pierre Marly, Samir Sayah, Marc Veuillot,

Partner Africa Practice (Paris) and Partner Africa Practice (Paris) Partner Africa Practice (Algiers) Partner Africa Practice (Casablanca)
Chairman of the legal and tax E pierre.marly@cms-bfl.com E samir.sayah@cms-bfl.com E marc.veuillot@cms-bfl.com

committee of the French Council of
Investors in Africa (CIAN)
E jean-jacques.lecat@cms-bfl.com

CMS Bureau Francis Lefebvre,
2 rue Ancelle, 92522 Neuilly-sur-Seine Cedex, France
T +33 147 38 5500

CMS locations: Aberdeen, Algiers, Amsterdam, Antwerp, Barcelona, Beijing,

Belgrade, Berlin, Bratislava, Bristol, Brussels, Bucharest, Budapest, Casablanca,

Cologne, Dubai, Duesseldorf, Edinburgh, Frankfurt, Geneva, Glasgow, Hamburg, N
Istanbul, Kyiv, Leipzig, Lisbon, Ljubljana, London, Luxembourg, Lyon, Madrid, Your World Flrst
Mexico City, Milan, Moscow, Munich, Muscat, Paris, Podgorica, Prague, Rio de

Janeiro, Rome, Sarajevo, Seville, Shanghai, Sofia, Strasbourg, Stuttgart, Tehran,

Tirana, Utrecht, Vienna, Warsaw, Zagreb and Zurich. WWW. CmS'be .C0m



ECONOMIC ANALYSIS BY ZONE AND COUNTRY

CIAN
BAROMETER

2015

INFRASTRUCTURES
Roads

Railways

Harbours

Domestic and regional airports
Water and treatment systems
Electricity supply

Phone network

Internet network

AFRICA

Poor Average  Satisfactory

ADMINISTRATION /
Efficiency 1.84
Investment incentives 2.
Customs: tariffs 2.6
clearance procedures 23 0/
fraud 240
Tax environment 260
Legal system: procedure lead times 24
judgement equity 21 d
real estate legislation 25
ECONOMY-FINANCE

Banking: quality of the banking sector
Access and cost of credit for businesses
Imports financing

Black market impact

SOCIAL

Labour legislation
Management: quality and stability 2!
Workforce: quality and stability
Education and training system 25
Absenteeism rate

Health system 2.

SOCIO-CULTURAL

Individual security

Reliability of local
partners

Level of corruption

INPUT COSTS
Energy: electricity
gas
Telecoms
Workforce
Transport : road
sea

air
SUSTAINABLE /
DEVELOPMENT
Environmental protection
Human respect

AFRICA

(ECOWAS)

Poor

CENTRAL
AFRICA
(CEMAC)

Average - Satisfactory

SOUTHERN,

EAST AFRICA
& INDIAN OCEAN

AFRICA
CONTINENT

Poor Average  Satisfactory | Poor

AVERAGE SCORE

Average  Satisfactory
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All French companies should be able to attain

growth opportunities

on the African markets.

54 cou'ntries

+1 Billion inhabitants

 +6% of growth

USG PROFESSIONALS AFRICA
support you in the recruitment
of your experts and executives
to carry out successfully your

development in Africa.

Contact now one of our specialized consultants
to accomplish your projects.

Tél: 0153008181

o5e USE pFDfBSS ionals | africa africa@usgprofessionals.fr
A http://africa.usgprofessionals.fr

21 Boulevard Haussmann - 75009 Paris




ECONOMIC ANALYSIS BY ZONE AND COUNTRY

* the failure of national training systems and the- ¢ apart from a minority of countries, a stable secu-
refore the low level of skills to be found among  rity environment and a certain reliability among

the local labour forces; local partners.
However, the continent also offers certain advan-  As a result of their historic knowledge of Africa,
tages for business development: their expertise and know-how in a wide range of

* a comprehensive, operational airline network,  sectors and their CSR initiatives, French compa-
scored at 3.08 out of 5, and an efficient telecom-  nies are continuing to develop in an African mar-

munications network; ket which, though complex, offers a great deal of
* a high-quality banking system and an increasingly ~ opportunity.

structured offer adapted to the African market; Survey and analysis
* labour regulations and labour costs considered by Alix Camus,
to be attractive, scored at 3.36; Managing Director of CIAN

Business environment
in 2015

In responding to the CIAN survey, the company head
gives his perception of the business environment in ELECTRICITY SUPPLY
the country of operations, qualifying 39 criteria,
spread across 7 headings, as poor (1),

average (3) or satisfactory (5):

« infrastructures: 8 criteria

* administration: 9 criteria

* economy and finance: 4 criteria

* social: 6 criteria

* socio-cultural: 3 criteria

* input costs: 7 criteria

* sustainable development: 2 criteria

Electricity
supply

Score from 1 (poor)

to 5 (satisfactory)

The overall CIAN Barometer graph presents the re- B oo 181
sults by large geographical zones. The maps show B

the assessments given for a few major criteria. On [ Jame-amm

the following pages, the country factsheets summa-
rise the strengths and weaknesses of the business
environment in the 34 countries assessed this year.

Africa (Continent)
Assessment of the business environment: 2.39 sur 5 »

Strengths var/2014  Weaknesses Var/2014
Airline network Efficiency of the authorities v
Telecoms network » Property law »
Quality of the banking sector > Impact of the informal sector »
Labour law Level of corruption »
Personal security Cost of electricity v
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PERSONAL SECURITY

AIRLINE NETWORK

Individual
security

Score from 1 (poor)
to 5 (satisfactory)

Domestic and
regional airports

Score from 1 (poor)

to 5 (satisfactory)

Il 1.28- 2.13 I 1.00- 1.91

B 2.13 - 2.97 I 1.91 - 2.81

[ 2.97 - 3.82 [J2.81-3.72
[J8.72-4.63

[13.82-467

EFFICIENCY OF THE AUTHORITIES TAX ENVIRONMENT

Administration
efficiency

Score from 1 (poor)

environment

S i 1 ()
to 5 (satisfactory)

to 5 (satisfactory)

Il 1.20-1.65 I 1.00-1.92

B 1.65-2.10 B 1.92-2.83

[ 2.10-2.55 []283-3.75
[]3.75-4.67

[]2.55-3.00
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REAL ESTATE
LEGISLATION

Real estate
legislation
Score from 1 (poor)
to 5 (satisfactory)

Bl 1.33-1.95
I 1.95- 257
[ 257-3.18
[1s.18-380

IMPACT OF THE INFORMAL SECTOR

Black market
impact

Score from 1 (poor)
to 5 (satisfactory)

Gas prices
Score from 1 (poor)
to 5 (satisfactory)

.18 -1.74 I 120 - 2.21
[ 1.74 - 2.30 Bl 2.21-3.14
[J2.30-2.86 [ 3.14 - 4.07

[]2.86-3.42 []4.07-5.00

Quality of the
banking sector
Score from 1 (poor)
to 5 (satisfactory)

Workforce
costs

Score from 1 (poor)
to 5 (satisfactory)

Il 2.00 - 2.63 B2t -269
Bl 2.63-3.25 B 2.69 - 3.27
B 3.25 - 3.88 [ 3.27-3.85

[13.85-4.43

I .88 - 4.50
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