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Copyright © 2024 by A.M. Best Company, Inc. and/or its affiliates (collectively, “AM Best”l). All rights reserved. No ﬁart of this report or
document may be distributed in any written, electronic, or other form or media, or stored in_a database or retrieval system, without the prior written
permission of ’AM BEST. For additional details, refer to our Terms of Use available at AM BEST’s website: www.ambest.com/terms. All information
contained herein was obtained by AM BEST from sources believed by it to be accurate and reliable. Notwithstanding the foregowcljg AM BEST does not
make any representation or warranty, expressed or implied, as to the accuracy or completeness of the information contained herein, and all such
information |s_|prowded on an “as is” and “as available” basis, without any warranties of any kind, either express or implied. Under no circumstances
shall AM BEST have any liability to any person or entity for (a) any loss or damage of any kind, in whole or in part caused by, resu_ltlng_ from, or relating
to, any error (negligent or otherwise) or other circumstance or contingency within or outside the control of AM BEST or any of its directors, officers,
employees, or agents in connection with the procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of any
such information, or (b) any direct, indirect, special, consequential, compensatory, punitive or incidental damages whatsoever (including without
limitation, personal |nJu5y, _Faln and suﬁerln%, emotional distress, loss of revenue, loss of present or prospective profits, loss of business or anticipated
savings, or loss of goodwill) resulting from the use of, or inability to use, any such information, in each case, regardless of (i) whether AM BEST was
advised in advance of the possibility of such damages, (ii) whether such damages were foreseeable, and (iii) the legal or equitable theory (contract, tort
or otherwise) upon which the claim is based. The credit ratings, performance assessments, financial reporting analysis, projections, and any other
observation, position or conclusion constituting part of the information contained herein are, and shall be construed solely as, statements of opinion and
not statements of fact or recommendations to purchase, sell or hold any securities, insurance policies, contracts or any other financial obligations, nor
do they individually or collectively address the suitability of any particular financial obligation for a specific purpose or purchaser. Credit risk is the risk
that an entity may not meet its contractual, financial obligations as they come due. Service performance risk is the risk that an entity may not meet its
contractual ServiCe performance obligations on behalf of its insurance partners. Consequently, neither credit ratings nor performance assessments
address any other risk, including but not limited to, liquidity risk, market value risk or price volati ||t:y of rated securities. NO WARRANTY, EXPRESS OR
IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY
SUCH RATING OR ASSESSMENT OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY AM BEST IN ANY FORM OR MANNER
WHATSOEVER. Each credit rating, performance assessment or other opinion_must be weighed solely as one factor in any investment or purchasin
decision made by or on behalf of any user of the information contained herein. Each such user will, with due care, make its own study and evaluation o
each securlrt_?/ or other financial obligation, and of each issuer and guarantor of, and each provider of credit support, and an independent view of service
provider performance for, each security or other financial obligation that it may consider purchasing, holding, or selling or for each service contract that
it may consider_entering into. For additional detail on credit ratings or performance assessments, and their respective scales, usage, and limitations,
refer to the Guide t0 Best's Credit Ratings (http:/www.ambest.com/ratings/index.html) or the Guide to Bests Performance Assessments
(https://www.ambest.com/ratings/assessmentMethodology.himl).
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Disclaimer

US Securities Laws explicitly prohibit the issuance or maintenance of a credit rating where a person involved
in the sales or marketing of a product or service of the CRA also participates in determining or monitoring the
credit rating, or developing or approving procedures or methodologies used for determining the credit rating.

No part of this presentation amounts to sales / marketing activity and AM Best’s Rating Division
employees are prohibited from participating in commercial discussions.

Any queries of a commercial nature should be directed to AM Best's Market Development function.
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Inflation Rate Across Africa Remains Elevated vs. Pre-Pandemic Levels
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Inflation remains
highly variable
across Africa,
ranging from
almost 700% in
Zimbabwe to slight
deflation in Benin
in 2024



Central Bank Rates Followed Inflation Higher and have yet to Come Down
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Interest Expense Rises Along with Rising Interest Rates

Interest Expense in 2019 Interest Expense in 2024
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Interest Expense and COVID Spending have had Lasting Effect on Deficits

Fiscal Balance 2019 (% GDP) Fiscal Balance 2024 (% GDP)
Mean: 2.8% Deficit Mean: 3.6% Deficit

Median: 2.7% Deficit Median: 2.4% Deficit

Percent in Deficit: 75% Percent in Deficit: 87%
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As Fiscal Deficits Rose, so has the Stock of Debt

Gross Debt to GDP in 2019
Mean: 59% GDP
Median: 54% GDP
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Timeline of Defaults and Restructuring
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IMF Support Surged After COVID-19

Use of IMF Credit
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Turning to Local Borrowing did not Prevent Ghana’s Default
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External Debt Servicing Costs as Local Bond Yields and
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Currency Depreciation Contributes to Zambia’s Default as Well

Zambia — Zambia —
External Debt Servicing Costs as Local Bond Yields and
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Short-Term Refinancing Requirements Map Out Stress Points

Use of IMF Credit in 2024 Short-Term Debt Percentage in 2024
Mean: USD 2.1 billion Mean: 11.3%
Median: USD 0.9 billion Median: 7.9%
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Rising US Dollar Contributed to Sharp Devaluations Across Africa
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Foreign Earnings are Key to Defending Currency Value in the Long Term

Current Account in 2019
Mean: 4.8% Deficit
Median: 4.3% Deficit
Percent in Deficit: 81%

Current Account in 2024
Mean: 4.9% Deficit
Median: 4.5% Deficit
Percent in Deficit: 81%
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Trade, Income, and Foreign Liabilities are Interdependent

Y =C+I1+G+((X—-M)

Higher - -
natlonal Income Consumption Investment Government Net Exports
income Spending
gives the
opportunity

for
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A Deglobalizing World Could Make Hard Currency Difficult to Earn

April 24 US Tariffs on Selected African Countries

April 2nd

US Tariffs
(%)
South Africa 30
Egypt 10
Algeria 30
Nigeria 14
Morocco 10
Kenya 10
Ethiopia 10
Angola 32
Cote d'lvoire 21
Tanzania 10
Lesotho 50

Source: World Bank
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Rising Chinese Labour Costs Give Africa an Export Opportunity

Chinese Trade and Wage Growth
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Africa Benefits from a Demographic Dividend as the Rest of the World Ages

Dependency Ratios
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Growth in Africa will Depend on Harnessing Demographic Opportunity

Growth = Change in Quantity of Labour + Change in Labour Productivity

O\

“Technological Capital
Advancement” Accumulation

Favourable demographics

should give Africa a growth
boost, but GDP per capita

will remain low without

) : Foreign Low levels of

mprovements 1 loatis investment can national income

aaelbeily help transfer can make this a
know-how challenge
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Higher National Income can Reduce External Liabilities

V=C+I1+G+(X—-M)

Higher - -
natlonal Income Consumption Investment Government Net Exports
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US Asset Demand used to Monopolized Global Capital
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Correlation of US and African Bond Yields
over the past five years

South

Us Kenya Africa Nigeria  Egypt
us 1.00 0.82 0.59 0.78 0.89
Kenya 0.82 1.00 0.38 0.69 0.92
South Africa  0.59 0.38 1.00 0.34 0.48
Nigeria 0.78 0.69 0.34 1.00 0.74
Egypt 0.89 0.92 0.48 0.74 1.00
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Liquid Portfolio Investments can Rapidly Unwind and Pressure Currency

FDI and Equity Portfolio Net Inflows in Sub-Saharan Africa
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African Integration can Bring Specialization and Growth

Share of African Trade with Itself vs. Rest of The World
19
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Key Takeaways

Exports and growth can support long-term currency
values and promote external debt sustainability

Greater Intra-Africa
trade can guard
against the potential
for deglobalisation
and boost national
income

Overreliance on
domestic borrowing as
external debt becomes
more onerous can still

lead to default

As the assumptions underpinning global capital flows are challenged, Africa has the
opportunity to attract investment but needs to guard against rapid outflows
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