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The Donald Rumsfeld Approach

There are known knowns. These are things we know 
that we know.

There are known unknowns. That is to say, there are 
things that we know we don't know. 

But there are also unknown unknowns. These are 
things we don't know we don't know. 

Donald Rumsfeld 



OMIGPI’s Perspective – African Property

Known Knowns

 Emerging Markets driving growth

 The world is on the move

 Africa will benefit from undeniable  growth trends

 There are already Cities with potential

Known Unknowns

 Barriers to entry

 Country Policy /Sovereign Risk

 The Property Potential is difficult to gauge

Unknown Unknowns 

 Always be there  - but experience will reduce them



Emerging Markets – take up the mantle of growth

 Emerging economies will contribute the majority of global growth in the 
medium term. (IMF)

 World trade is starting to pick up... And investors are increasingly 
allocating funds away from government bonds in search of higher yields. 
(IMF)

 Financial Markets in emerging economies were remarkably resilient 
during the global crisis, gaining new-found respect.

 Brazil, Russia, India and China are currently the largest recipients of 
global investors’ interest and capital flows. 

 Investor interest is starting to shift to the next wave of growth, and 
Africa is moving into scope. 

 Real Estate, as an asset class, meets investors’ requirements for 
predictable income yields and diversified returns.



Alpha Cities are not stagnant 

Figure : Alpha World Cities 2000 (Source: GaWC12))



….Going full circle  … back to where we started

And Africa is already benefitting from ChIndian growth

The World according to GaWC‟, www.lboro.ac.uk/gawc)



 The recent financial fall-out and the decline in global growth has not undermined 
the central argument for the African Property investment case; i.e. high growth 
and regional diversification.

 Africa continues to provide an opportunity for exceptional growth for those 
willing to take the lead and able to select investments that meet the risk/return 
profile of their investors. This window of opportunity, for those with an 
understanding of Africa and its idiosyncrasies, is beginning to close. 

 Increasing coverage of the region by the larger research houses (Standard Bank, 
Nedbank and Macquarie First South are now providing regular updates) is 
providing real and credible data on the area’s growth prospects. 

 Our growth strategy will require us to build and/or buy Property across the 
continent – our success will depend on how, where and when we do this. 

 Our own property experience in Africa, and the potential to dovetail with our 
colleagues in the OMIGSA boutiques as well as existing corporate relationships,  
provide us with lower barriers to entry … and should lead to enhanced returns for 
our investors. 

The African Investment Case



 By 2050 Africa’s population will have doubled  … adding another 
900 million consumers to the continent (Vijay Majahan - Africa Rising)

 Africa is changing – currently 35 democracies compared to only 8 in 
1991 (Source: DTI)

 Improved wealth and globalisation is leading to a growing 
middle class

 Restored macro-economic stability 

 Greater predictability & increased reliability of policy & 
regulatory framework

 Increased transparency and improved decision-making

 Privatisation initiatives

 Reduced corruption

 Investment protection & promotion

 Intra and inter-regional initiatives

Undeniable Growth Trends



Global Population – Urbanisation 

The further along the road of urbanisation, the higher the level of 

development, the less the future demand on basic urban infrastructure .  By 

implication …  the higher the level of urbanisation, the greater the demand /  

supply imbalance for property



Geographic concentration of population, GDP and household 
consumption rises sharply with development, then levels off

Rabat

Casablanca
Fez

Tangier Oran

Algiers

Annama/ 

Skikba

Benghazi Alexandria

Cairo

Dakar

Bamako Kano

Abidjan

Accra

Kumasi

Lagos

Port Harcourt

Yaounde

Doual

a
Libreville

Cabinda

Luanda

Cuito/

Huambo

Brazzaville/

Kinshasa

Kananga

Lusaka

Lubumbashi/

Kitwe
Blantyre

Lilongwe

Asmara

Addis 

Abeba

Khartoum

Dar es Salaam

Mombasa

Nairobi

Kampala

Kigali

Mogadishu

Tripoli



Some cities, for whatever reason, are 
better connected than others 

 Connectivity provides an indication of a city‟s relative

importance as a business node in the network that

shapes globalisation.

 Eight years ago Africa‟s three high-volume trans-Indian

Ocean routes - Mumbai-Nairobi, Johannesburg-

Mumbai, and Hong Kong-Johannesburg, were declared

‘the’ revelation of a study that explored the possibilities

linked to global flight patterns.

 Airbus‟ recently published global market forecast for the

next 20 years seems to reconfirm this pattern. ALL of

the top ten growth routes are within, or between,

emerging markets?

 Five of the top ten growth routes are linked to China

and all but five are en route to Africa?

 Connected cities have a higher demand for commercial

property

How 'global' are these cities? 

Relative connectivity

JOHANNESBURG

CAIRO

CAPE TOWN

NAIROBI

CASABLANCA

PORT LOUIS

LAGOS

ABIJAN

HARARE

TUNIS

ACCRA

LUSAKA

DURBAN

WINDHOEK

KAM PALA

DAR ES SALAAM

M APUTU

DAKAR

DOUALA

GABORONE

LUANDA

PRETORIA

ADDIS ABABA

BULAWAYO

ALEXANDRIA

RABAT

KINSHASA

M OM BASA

ALGIERS

FREETOWN

LOM E

TRIPOLI

KHARTOUM

M ONROVIA

YAOUNDE

Bamako

Ouagadougou

Kigali

Bujumbura

Lilongwe

AdvancedServices 

Diplomatic

NGO's 

)Taylor, P.J. et al., „Measurement of the World city Network‟, 

GaWC Research Bulletin 10

How 'global' are these cities? 

Relative connectivity
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Start with the City  

 City Filters – Identified African cities 

with the highest potential growth. 

 The filters estimate the potential 

spend as a function of the number of 

people and their earnings.

We weight  the filters according to 

what we believe is important for 

property returns

Source: OMIGPI Research



South Africa must form part of the African 
Property Sell 

Source: Broll



South Africa is a major player in  
the African Real Estate Story 

Range:

8.5-10.5%

Income Return 
encouragingly 

consistent

Total return 
driven by 

capital growth

Source: OMIGPI Research



Diversifying risk and return 
across the region

Converted to quarterly data points through quadratic average 

A mature 
property market 

with a well 
mapped history 
and definable 

future

Source: OMIGPI Research



Regional Policies can either release
or hinder City potential



Can Country Policy release the City 
Potential?

Source: OMIGPI Research



Known Unknowns 

 A lack of historical data on the respective economy and the asset class limits accuracy of 

viabilities and forecasts – we therefore need to gather and build our own;  e.g. Nigeria. 

 “Ministers‟ Discretion”  …. can be the death blow for long-term asset investors . Land 

tenure risk and policy instability add to risks ..not necessarily the predictability of the 

income stream. 

 Traditional Investors aren‟t being exposed to African Real Estate  .. Limited rental income 

transparency, a perceived lack of institutional capacity and prevailing Afro-pessimism are 

contributing to often unjustifiably high risk premiums

 We often deal in land  …. Which has  a deep rooted  emotional link to the population , and 

rights and obligations may differ from region to region … not just country to country. 

 Foreign exchange and taxation laws are a minefield  Limited and expensive expertise on 

the tax implications for offshore investors offers some certainty.

 Investment  product often doesn‟t exist – building costs are never certain and local 

partners may have differing expectations of risk and reward.

 There are limited skills to work the asset  … very few operators know how to maximise net 

income in African Property.



Property-specific data in Africa is broad at best

Source: Broll



Unknown Unknowns

Our experience must  translate into fewer of these than most



Old Mutual is already a world leader in Emerging 
Market Real Estate with over $4bn under 

management



 Targeted African cities are at the early stages of their growth and urbanization 
cycles, creating an opportunity to benefit from the imbalance created by a 
limited supply of world-class property and fast-growing demand for such. 

 The African Real Estate investment market is inefficient and those with access 
to information and capacity will have a competitive advantage. 

 Investor preference is for regional rather than country exposure in order to 
diversify sovereign and return risk, and SA is an important part of the story.

 High barriers to entry have, and will continue to, restrict the formation of 
regional real estate funds in Africa – but the window is closing. 

 Old Mutual already manages in excess of  US$3.0bn of African Real Estate and 
can offer investors the institutional rigour they associate with a FTSE 100 
company.

Conclusion & Questions



OMIGPI RESEARCH 

people  | performance | planet

Thank you



Old Mutual Investment Group (South Africa) (Pty) Limited

Physical Address: Mutualpark, Jan Smuts Drive, Pinelands, 7405

Telephone number: +27 21 509 5022

Old Mutual Investment Group (South Africa) (Pty) Limited is a licensed financial services provider, FSP 604, approved by the
Registrar of Financial Services Providers (www.fsb.co.za) to provide intermediary services and advice in terms of the Financial
Advisory and Intermediary Services Act 37 of 2002. Old Mutual Investment Group is a wholly owned subsidiary of Old Mutual
(South Africa) Limited. Reg No 1993/003023/07.

The investment portfolios may be market-linked or policy based. Investors‟ rights and obligations are set out in the relevant
contracts. Market fluctuations and changes in rates of exchange or taxation may have an effect on the value, price or income of
investments. Since the performance of financial markets fluctuates, an investor may not get back the full amount invested. Past
performance is not necessarily a guide to future investment performance.

Personal trading by staff is restricted to ensure that there is no conflict of interest. All directors and those staff who are likely to
have access to price sensitive and unpublished information in relation to the Old Mutual Group are further restricted in their
dealings in Old Mutual shares.

All employees of Old Mutual Investment Group are remunerated with salaries and standard short-term and long-term
incentives. No commission or incentives are paid by Old Mutual Investment Group to any persons. All inter-group transactions
are done on an arms lengths basis.

In respect of pooled, life wrapped products, the underlying assets are owned by Old Mutual Life Assurance Company (South
Africa) Limited who may elect to exercise any votes on these underlying assets independently of Old Mutual Investment Group.

In respect of these products, no fees or charges will be deducted if the policy is terminated within the first 30 days. Returns on
these products depend on the performance of the underlying assets.

Old Mutual Investment Group has comprehensive crime and professional indemnity insurance. For more detail, as well as for
information on how to contact us and on how to access information please visit www.omigsa.com.

Regulatory Information


