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Overview of ALCB Fund
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Target Impact:

 Capital Market Development – Increased primary issuance and capacity

 Issuer Balance Sheet – Reduced FX risk and more sustainable funding sources

 Target Sector Growth – High impact on growth, employment and the poor

ALCB

Financial 
Inclusion

Housing & 
Mortgages

Agriculture & 
Agri-Lending

Infrastructure & 
Renewables

Ultimate beneficiaries:

 By investing in these sectors, the Fund promotes income growth and improved 
livelihoods among MSMEs and households in Africa



Technical Assistance
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TA Facility

 Established to provide a fee pool for local 
advisers to ensure bankable deals come to 
market and intermediaries have incentives to 
originate transactions

 Deal-specific services might include legal 
advice, financial support, credit ratings and 
other transaction specific costs

 Also provides support to issuers to improve 
financial management capacity, reporting 
and governance in preparation for bond 
market issuance

 By investing in this support both the 
capability of issuers will be enhanced for 
future rounds and the local market will have 
a benchmark for process quality

 Disbursement of funds is managed by a TA 
Facility Committee who have ultimate 
oversight and quality control

The facility has key guidelines to ensure its 
integrity and quality:

 Selection of advisers will be conducted 
transparently with a process and 
mechanisms to ensure fair selection; the 
Fund Manager will work with advisers

 Evaluation and procurement procedures will 
be standardised, as will consulting 
contracts, to ensure low administrative 
complexity and easy access

 The Fund, as part of its market development 
role, will look to promote local advisers and 
service providers to ensure a lasting impact 
on the market and its intermediaries
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Investment Process
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Initial contact IC memo
Full investment 

proposal
Execution

TAFC memo TAFC proposal
Selection of 

advisors

Timeline:
2 – 4 weeks

Timeline:
+ 4 – 8 weeks

Engagement of TA facility

Standard investment process

 The Fund’s process involves a short memo for the Investment Committee followed by a longer and 
more detailed Investment Proposal (and associated due diligence, site visits and KYC)

 The Fund can work with an Issuer from an early-stage, undertaking due diligence before other 
investors and assisting with marketing to local investors

 The Fund can also participate in time-sensitive market offering, mobilizing its due diligence team 
and IC in rapid time

 The time required for a TA assignment will vary depending on whether it feeds into the investment

Due
diligence



Investments to Date
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Country: Kenya
Sector: Housing Finance
Sign Date: Sep 2013
Length: 5 years
Issuance Size: KES 8.0bn 

(USD 66m)
Investment Size: KES 210m

(USD 2.4m)

Country: Ghana
Sector: Housing Finance
Sign Date: Jan 2014
Length: 3 years
Issuance Size: GHS 80m

(USD 35m)
Investment Size: GHS 5.0m 

(USD 2.1m)

Country: Botswana
Sector: Microfinance
Sign Date: Nov 2013&2015
Length: 3/5 years
Issuance Size: BWP 275m 

(USD 28.7m)
Investment Size: BWP 50m

(USD 5.5m)

Country: Gabon
Sector: SME Finance
Sign Date: Aug 2014
Length: 7 years
Issuance Size: XAF 10.0bn 

(USD 20.4m)
Investment Size: XAF 1bn

(USD 2.0m)

Country: Zambia
Sector: Microfinance
Sign Date: Apr 2014
Length: 4 years
Issuance Size: ZMW 200m 

(USD 31.7m)
Investment Size: ZMW 20m

(USD 3.2m)

Country: Ghana
Sector: Microfinance
Sign Date: Aug 2015
Length: 3 years
Issuance Size: GHS 30m 

(USD 7.5m)
Investment Size: GHS 7m

(USD 1.8m)

Country: Kenya
Sector: SME Finance
Sign Date: Aug 2015
Length: 5 years
Issuance Size: KES 1.6bn 

(USD 18m)
Investment Size: KES 328m

(USD 3.2m)

Country: Zambia
Sector: Microfinance
Sign Date: Oct 2015
Length: 4 years
Issuance Size: ZMW 256 m 

(USD 21m)
Investment Size: ZMW 36.1m

(USD 3.0m)

Country: Zambia
Sector: SME Finance
Sign Date: Oct 2015
Length: 5 years
Issuance Size: ZMW 256 m

(USD 21m)
Investment Size: ZMW 36.1m

(USD 3.0m)

Country: Togo
Sector: Housing Finance
Sign Date: Oct 2013
Length: 10 years
Issuance Size: XOF 20.2bn 

(USD 20m)
Investment Size: XOF 1.5bn

(USD 3.1m)

Country: Senegal
Sector: Microfinance
Sign Date: Sept 2016
Length: 7 years
Issuance Size: XOF 7bn 

(USD 12m)
Investment Size: XOF 1.75bn

(USD 3.0m)

Country: Ghana
Sector: Microfinance
Sign Date: Dec ‘15/May ’16
Length: 3/5 years
Issuance Size: GHS 103.5 m

(USD 27.2m)
Investment Size: GHS 16.0m

(USD 4.18m)



Issuer Testimonials
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“When we began the process of our first Botswana medium term note program in 2013, it was clear that local market investors were
cautious and would require a reputable investor having scrutinized the proposed issuance first. Having an investor like the ALCB Fund 
helped to mitigate this issue. The Fund’s support signaled that the structure of the program was of a marketable standard and that 
Bayport’s fundamentals were able to hold up to the scrutiny of a global investment fund”.  

“The results of ALCB Fund support as an anchor investor were clear. Before, Bayport was unable to find any interested investors for our 
program and when we released our first tranche in December 2013, the ALCB purchased 75% (BWP 30m, USD 3.5 m) of the notes, while
the remaining 25% was held by the arranger. However, once we had placed this first paper, we went around the market to demonstrate 
the support from the ALCB fund and investor sentiment changed quickly. By December 2014, we raised BWP 120 m (USD 14 m)”. 

“Since forming our relationship with the ALCB Fund in 2013, we have worked together three times again in 2015 to increase local 
currency funding for our Botswanan, Ghanaian and Zambian operations. Due to our experiences in issuing local bonds, alongside volatile 
currency markets in recent months that has made FX hedging practically impossible, Bayport sees raising more funds locally as critical to 
its long-term success.” David Rajak, Chief Executive

Developing a local program in Botswana…

Providing anchor investment in Kenya…

“In 2015, Real People Kenya (RPK) introduced a KES 5 billion (USD 50 million) medium term note program on the Nairobi Stock Exchange 
(NSE). As part of the program’s first tranche of KES 1.85 billion (USD 18.5 m), the ALCB Fund acted as an anchor investor and invested 
KES 330 million. The role of the ALCB Fund in this round was significant. Having such an international investor express interest sent a 
clear signal to local investors of the quality of the listing and helped to stimulate demand.

With the resources raised, RPK has been able to diversify its funding sources and reduce its FX exposure to borrowings in ZAR. This has 
put us in a great position to promote balance sheet growth and provide better services to more MSMEs and entrepreneurs.

The ALCB Fund has in the process also worked with and supported Real People Kenya Limited as it pursues SMART Certification. The
certification process is already underway and Real People expects that in the next couple of months it will be SMART Certified.”

Daniel Ohonde, Chief Executive



Bond Launches
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Listing of Real People Kenya’s bond program on the NSE in Aug 2015



PART 2
Understanding Local 

Capital Markets
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Case for Domestic Market Funding

Rationale for Potential Issuers Broader Economic Benefits

• Cheapest source of local currency 
financing, with no FX risk

• Diversification from offshore 
investors (such as DFIs)

• Domestic funding more sustainable 
as investors will always be there

• Reduction in systemic risks such as 
FX and the reliance on DFIs

• Growing domestic liquidity in 
African economies requires 
transparent capital markets to 
reinvest in the real economy

Suitability for Bond Markets ALCB Fund Strategy

• Pension funds and other 
institutional investors require 
transparent low risk instruments

• Issuers should have a track-record 
of managing risk for investors

• Issuance sometimes requires scale 
to overcome transaction costs

• Supports first-time issuance by 
non-Sovereign entities

• Work closely with issuers and local 
stakeholders to push deals forward

• Act as anchor investor to provide 
comfort to the issuer and investors

• Offer TA to mitigate issuance costs
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What do Capital Markets do?

ECONOMIC 
GROWTH

SAVINGS 
ACCUMULATION

Development of a 
Sovereign bond market 

and benchmarks

Supportive laws, 
regulations & enabling 

environment

Sound macro-economic 
management (e.g. low 
inflation, interest rates)

GENERAL 
TRENDS

INTERMEDIARIES

Central exchanges, investment 
banks, lawyers, broker/ dealers, 
accountants, rating agencies…

INVESTORS

Local pension/ mutual funds, 
insurance companies, asset 
managers, commercial banks…

ISSUERS

Financial institutions (banks, 
MFIs, SPVs), corporates, local 
gov., sub-sovereign entities…

POLICIES

STAKE-
HOLDERS

DOMESTIC 
INVESTMENT



Local Currency Bond Markets (LCBMs)
• A bond is a fixed income security that is either held privately by investors 

or listed/ traded on a central exchange

• For an issuer, it allows long-term, large-scale capital to be raised from 
institutional investors on a continuous basis (e.g. note program)

• For institutional investors, it offers a transparent, regulated instrument 
with clear pricing/ risk benchmarks and reporting

• Crucial difference with a loan is that all investors participate under 
common terms and standard documentation

• Typically, bullet repayment with quarterly or six-monthly coupons
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Pension Fund
Insurance Co.

Asset Man.

Placement

Trustee

Collateral

Calculation

AGENTS

Issuer

Sector
Regulator(s)

Financial

Rating Agency

Legal

Accounting

ADVISORS

Exchange

CSD

CM Regulator

INSTITUTIONS

Sector
Regulator(s)

Underwriter
Broker/ Dealer

BONDSPV
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How do LCBMs Develop?

Incentives for Contributions
Professional Asset Management

Effective Independent Regulation
Flexible Portfolio Allocations

Long-term Government Bonds
Parastatal and Municipal bonds
Corporate Bonds Across Sectors
Innovative Structures, such as ABS

PENSION SECTOR CREDITWORTHY ISSUERS

Public Securities Market
Effective Independent Regulation
Bond Listing Rules/ Procedures
Intermediation and Credit Ratings

MARKET INSTITUTIONS

Fiscal & Monetary Stabilization
Reduced Inflation
Stable Interest Rates
Increased Savings Rate

MACRO FUNDAMENTALS

LCBM



Challenges for Local Currency Lending

• While strong growth over the past 15 years has led to growing 
domestic savings and the emergence of institutional pools of liquidity 
in several African markets, most institutional investor activity remains 
limited to government bond markets; local commercial bank lending 
is conservative, focused on a few sectors and lacks the impetus for 
innovation and risk taking. African financial markets suffer from a 
range of inefficiencies and shortcomings.
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LOAN MARKET BOND MARKET

• Conservative and mostly 
short-term lending strategies 
among commercial banks

• Limited financial structuring 
skills and lack of innovative 
capacity (e.g. project finance)

• Untested and uncertain legal 
and regulatory frameworks 
for new instruments

• A lack of experience among 
local intermediaries including 
financial and legal advisers.

• Limited primary issuance in 
capital markets, especially 
corporate bonds

• Insufficient secondary market 
liquidity in capital markets & 
limited price transparency



PART 3
Funding Housing in 
the Capital Market



How is Housing Financed in LCBMs?

• Generally bonds are not appropriate for project finance given the 
execution risks, staggered draw-down and amortizing debt are not 
typical for bond investors

• Institutional investors look for creditworthy third-parties like banks 
and corporates to manage risks, regardless of the sector
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Institutional 
Investors

Projects
Banks & 

Local DFIs

Corporates

Households

Warehousing 
Vehicle/ SPV

(1)(1b)

(1a)

(2)(2a)

(2b)

(1) Corporates and utilities sponsor projects; they can either:
(1a) borrow from banks or local DFIs; or (1b) issue bonds
(2) Banks & local DFIs can finance projects directly; they can:
(2a) issue bonds; or (2b) refinance these loans through an SPV 
or  structured finance solution, which itself issues bonds
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Emerging Models: Conventional Approach

Corporate Housing Developers
Portfolio of projects provides diversification and scale

Traditional Mortgage Lenders
Building societies and banks mobilise deposits and bonds

Institutional 
Investors

Bond

Corporate 
Developer

Greenfield
Projects

Brownfield 
Projects

Secure cash-flow

Reinvestment of 
bond proceeds

Households
Materials Suppliers, 
Construction MSMEs

Financial 
Institution

Institutional 
Investors

Bond

Households

Mortgage 
loans

Housing Stock
Grows 
demand

Depositors
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Emerging Models: Housing Microfinance

MFI

Institutional 
Investors

HouseholdsEmployer

NGO or 
Agency

Incremental Housing Loans

Materials Suppliers, 
Construction MSMEs

Bond

Wholesale markets a vital source of funding for NBFIs

Verification 
agent

Payroll deduction 12-60m loans

Oversight
Disburse 
directly?

Lending for Tied-Housing Projects
Longer-term funding vital for mortgage finance

Financial 
Institution

Institutional 
Investors

HouseholdsEmployer

Housing 
Project(s)

Materials Suppliers, 
Construction MSMEs

Bond

Mortgage 
loans

Completion 
guarantees?

Directly 
own? JV? 
Finance?

Payroll deduction
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Emerging Models: Structured Finance

Mortgage Covered Bond
Long-term capital through single mortgage providers

Institutional 
Investors

Bond

SPV

Financial 
Institution

Qualifying 
Mortgages

Secured Long 
Term Loan

Rating

Qualifying 
Households

Other 
Households

Mortgage Refinancing Company
Company owned by banks (possibly guaranteed by gov)

Pledge or securitisation 
of qualifying mortgages

Mortgage 
Refinancing 

Company

Institutional 
Investors

Bond

Financial 
Institution

Qualifying 
Mortgages

Secured Long 
Term Loan

Core Capital

Qualifying 
Households

Possible gov. 
guarantee

Rating
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