
 

 

 

   

 

DIVERSIFY ACROSS MARKETS TO LIMIT RISK IN AFRICA 

 

Although the recent experience in Nigeria is a reminder that the high rewards investors seek in Africa 

tend to be accompanied by elevated levels of risk, the long-term outlook for African markets remains 

positive.  

 

Johan Steyn, Portfolio Manager at Prescient Investment Management, says investors in Africa need 

to look beyond short-term fluctuations. “In Nigeria, there’s been a rush for the door due to the falling 

oil price, the delayed election and security concerns.  

 

“However, the Nigerian economy retains its ability to out-perform South Africa, as well as developed 

economies in the long-term.  

 

“Besides adopting a realistic time horizon when investing in Africa, investors should diversify their 

equity portfolios across sectors, industries and countries, avoiding excessive exposures to individual 

stocks and markets.”  

 

He adds that, while the Prescient Africa Equity Fund has incurred losses due to its exposure to 

Nigeria, these have been offset by gains in Egypt, as well as the more buoyant Kenyan market. The 

fund delivered an overall 5.5% gross return in rand terms last year.  

 

Steyn says the Nigerian market is important in the African universe because it’s big and liquid, and 

it represents the continent’s largest economy.  

 

The massive sell-off of Nigerian stocks has been accompanied by a weakening currency and many 

international investors are more concerned about exchange rate losses than they are about the 

underlying economy.  

 

Steyn points out that while oil accounts for about 80% of Nigeria’s exports and about 70% of 

government revenues, the oil and gas sector accounts for only about 15% of the country’s GDP.  

 

“So it is possible to have good economic growth, even with the lower oil price. The very low level of 

external debt provides scope to finance fiscal shortfalls.  
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“There’s no reason to panic and it certainly doesn’t make sense to sell now when so much bad news 

has already been priced in. The banking sector, for example, has taken a hammering and share 

prices are starting to look very attractive,” says Steyn.  

 

The main concern with banks has been their exposure to the oil sector, with the market pricing 

in  large impairments of that proportion of the loan book exposed to the oil price – despite the fact 

that by hedging, many oil companies are earning an average oil price in the $70 range. Some banks 

are trading at one-third of their book value.  

 

Steyn says that while the oil price remains low, there’s likely to be continued pressure on Nigeria’s 

exchange rate. The Central Bank of Nigeria (CBN) has been under pressure to act in order to defend 

the Naira. In addition to spending down reserves, the CBN introduced a raft of measures to dry up 

liquidity and stabilise the currency.  

 

On the other hand, in Egypt and Kenya there have been positive economic benefits from lower oil 

and food prices. “In Egypt low oil prices have lessened the impact of a cut in energy subsidies which 

has been difficult to do politically. This means less pressure on government finances.  

“In Kenya and Egypt, the lower oil price could lead to looser monetary policy, which is usually good 

for companies that have an improved capacity to invest. In addition, Egypt and Kenya are enjoying 

support in the form of fixed capital investment.  

 

“These factors augur well for listed equities,” says Steyn.  

 

Egypt comprises about 36% of the Prescient Africa Equity Fund, Nigeria 35% and Kenya 15%.  

 

Steyn expects that investment flows, including venture capital and private equity, will translate in 

time into more IPOs and greater market depth.  

 

Quantitative easing in Europe may have a short term impact, but the main long-term drivers of asset 

prices in Africa will be economic growth and an environment that companies can do well in. 

Prescient’s approach will be to invest for the medium- to long-term across countries, markets and 

industries with the focus on more liquid shares.  

 

The Prescient Africa Equity Fund provides investors with diversification benefits, through lower 

correlation relative to other markets and access to non-traditional global exposure.  

 

Ends 
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About Prescient  

 Prescient’s subsidiaries include: Prescient Investment Management (SA), Prescient 

Securities, Prescient Management Company, Prescient Life, Prescient Fund Services, 

Prescient Fund Services (Ireland) Prescient Wealth Management, Prescient Profile, and 

EMHPrescient Investment Management. 

 Prescient Investment Management is a signatory to the United Nations Principles of 

Responsible Investing (UN PRI) and pledged to the Codes for Responsible Investing in South 

Africa (CRISA). 

 The Prescient Global Income Fund, now known as the Prescient Global Income Provider 

Fund, was ranked by Morningstar as the 7th top performing fund for 2015.  

 More recently, the Prescient Income Provider Fund won the Raging Bull Award for the 

Best South African Multi-Asset Income Fund, Best South African Interest-Bearing 

Fund as well as a certificate for the Best South African Multi-Asset Income Fund on a 

risk – adjusted basis over five years to December 31, 2016. 

 Morningstar data also confirmed that The Prescient China Balanced Feeder Fund has been 

the top performing South African domiciled fund for the second year in a row. 

 Prescient Investment Management was the first institution in Africa to be granted a Qualified 

Foreign Institutional Investor (QFII) licence by the China Securities Regulatory Commission 

(CSRC). 

 Prescient Investment Management was named Overall Investments/Asset Manager of the 

Year at the Imbasa Yegolide Awards 2011, Absolute Return Manager of the Year in 2013 

and Bond Manager of the Year and Responsible Service Provider of the Year in 2015. 

 The full details and basis of the award can be obtained from the fund manager. 

 For any additional information such as fund prices, brochures and application forms, 

email info@prescient.co.za or visit www.prescient.co.za 

 Prescient Investment Management Ltd, is an authorised financial services provider (FSP 

612). Collective Investment Schemes in Securities (CIS) should be considered as medium to 

long-term investments. The value may go up as well as down and past performance is not 

necessarily a guide to future performance. CIS’s are traded at the ruling price and can engage 

in scrip lending and borrowing. Performance has been calculated using net NAV to NAV 

numbers with income reinvested. There is no guarantee in respect of capital or returns in a 

portfolio. Prescient Management Company (RF) (Pty) Ltd is registered and approved under 

the Collective Investment Schemes Control Act (No.45 of 2002). For any additional 

information such as fund prices, fees, brochures, minimum disclosure documents and 

application forms please go to www.prescient.co.za 
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