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South Africa has been 
successful in including 
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Unemployment Insurance 
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Introduction 

Capital markets have seen an unprecedented growth in the last three decades; only 58 

countries had stock markets in 1980 compared to 142 in 20091. The value of the global capital 

markets at the end of 2012 was USD 53,163,894 million with a total of 47,520 companies 

listed on the respective domestic stock markets. Sub-Saharan Africa’s market capitalisation 

represents 1.4% (USD 732,438 million) of the global market2 with 950 locally listed 

companies3. The Johannesburg Stock Exchange is the largest stock market in Africa and has an 

over eighty percent share of the Sub-Saharan African market capitalisation. 

It is estimated that only 7% of the world live in countries without stock markets. As at 

September 2009, Grout et al calculated that there are at least 328 million individuals that own 

shares (either directly or through mutual funds); of which 155 million live in countries with 

‘emerging stock markets’. They estimate that there are over half billion people (565,341,478) 

around the world who are indirect shareholders via the investments of their pension funds.  

Pension funds are seen as an important vehicle to enhance national reserves and to mobilise 

private savings for funding long-term investments. This logic sees pension funds as important 

to deepening capital markets and making cheaper funds available to corporations which is the 

trajectory to national economic growth and development as they are long-term investors4.  

Pension funds globally are significant investors in capital markets. In 2012 on average the top 

20 pension funds invested 40.4% of their assets in fixed income instruments and 39% in 

equities. Sovereign and public sector pension funds accounted for two thirds (66.4%) of the 

top 300 pension funds globally. During the last five years (2007-2012) Latin American and 

African pension funds experienced significant growth (10% annualised) although starting from 

a low base. The South African Government Employees Pension Fund is the only African pension 

fund ranked in the top 205. 

The Organisation for Economic Co-operation and Development’s large pension funds survey of 

2011 showed that these funds are actively investing in infrastructure (up to 20% of their 

portfolios). The 28 pension funds out of 52 (from 20 countries) valued at USD 1.4 trillion that 

see infrastructure as a separate asset class, invest in infrastructure through unlisted equity 

instruments (infrastructure funds or direct investment). At the end of 2010; these 28 pension 

funds invested 2.9% in infrastructure (USD 41.8 billion); of which USD 37.9 billion was 

invested in unlisted equity instruments and USD 3.9 billion or 0.3% to fixed income (i.e. 

infrastructure project bonds or loans)6.  

The South African Government Employees Pension Fund is one of the 28 large pension funds 

surveyed that has infrastructure investment as a separate asset class. It has two funds; the 

Isibaya Fund focuses on South African projects directed at economic and social infrastructure, 

economic growth and transformation and environmental sustainability. The Pan-African 

                                                                 
1 Grout, P., A., Megginson, W., L., Zalewska, A. (2009). One Half-Billion Shareholders and Counting: Determinants of Individual Share 

Ownership Around the World (downloaded on the 7th November 2013 from http://people.bath.ac.uk/az212/Shareholders-Grout-

Megginson-Zalewska.pdf) 
2 The World Bank. (2013). World Development Indicators (downloaded on the 13th November 2013 from 

http://wdi.worldbank.org/table/5.4) 
3 http://www.gse.com.gh/index1.php?linkid=46 
4 Vittas, D. (1998). Institutional Investors and Securities Markets: Which Comes First?, Paper presented at the ABCD LAC Conference, 

28-30 June 1998, El Salvador 
5 Towers Watson. (2013). P&I/TW 300 Analysis: End of Year 2012, www.towerswatson.com  
6 Croce, R., D. (2012), Trends in Large Pension Fund Investment in Infrastructure, OECD Working Papers on Finance, Insurance and 
Private Pensions, No.29, OECD Publishing 
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Infrastructure Development Fund centres on meeting the capital requirements of large 

infrastructure projects in Africa.  

Africa’s infrastructure backlog is estimated at USD 93 billion per annum; over 40% is in the 

energy sector, 20% in water supply and sanitation, and 20% in the transport sector7.  African 

infrastructure projects offer pension funds unique opportunities to diversify their portfolios. 

There are 593 infrastructure projects worth USD 500.9 billion as at February 2013 in 10 

African countries that are suitable for investments by pension funds. 

Table 1: Top 10 African Countries for International Infrastructure Projects (as at 

February 2013)8 

Country Number of Projects Value in USD Billions 

South Africa 134 129.9 

Nigeria 106 95.5 

Egypt 82 60.2 

Uganda 63 17.7 

Kenya 60 32.9 

Algeria 34 87.2 

Mozambique 31 32.1 

Libya 29 20.7 

Tanzania 29 16.2 

Cameroon 25 8.5 

TOTAL 593 500.9 

This document explores the positioning of African capital markets and pension funds. 

Financial Markets of Africa 

Africa has 26 national stock markets and two regional stock markets. The Bourse Régionale 

des Valeurs Mobilières (BRVM) which is located in Abidjan, Cote d'Ivoire serves the countries of 

Benin, Burkina Faso, Guinea Bissau, Côte d'Ivoire, Mali, Niger, Senegal and Togo. The Bourse 

Régionale des Valeurs Mobilières d'Afrique Centrale (BVMAC), located in Libreville, Gabon 

serves the Central African Republic, Chad, Congo, Equatorial Guinea and Gabon.  

Between 2005 and 2012 the total value of African stock markets increased by 16%. However 

the breadth (number of listed companies) declined by 36%; while the depth and liquidity of 

African Stock markets increased significantly in the same period. Excluding South Africa, North 

Africa has both the highest capitalisation and listed companies followed by West Africa. 

Southern Africa has more depth than East Africa. Interestingly Zimbabwe has relative breadth 

and depth.  

  

                                                                 
7 Foster, V., Briceno-Garmendia,. C. (2010). Meeting Africa’s Infrastructure Needs, African Development Forum Series 
8 Mo Ibrahim Foundation. (2013). Africa Ahead: The Next 50 Years, Addis Ababa 
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Table 2: Breadth and Depth of African Stock Markets as at December 20129 

Countries with no recorded trade activity have been removed from the table. 

Table 3: Capitalisation and Breadth of Regional African Markets as at December 2012 

Region USD millions 
Number of Listed Domestic 

Companies 

North Africa 119 529 369 

West Africa 67 682 264 

East Africa 24 513 84 

Southern Africa 640 868 581 

TOTAL 852 592 1 298 

Excluding South Africa 240 284 950 

                                                                 
9 World Development Indicators: Stock Markets. (2013). http://wdi.worldbank.org/table/5.4 

 

 

Stock Market 

Market Capitalization 

Market Liquidity 

Number of Listed 

Domestic 

Companies 

Value of Shares 

Traded 

USD millions % of GDP % of GDP 

2005 2012 2005 2012 2005 2012 2005 2012 

Egyptian Exchange (EGX) 79 672 58 008 88.8 22.5 28.3 7.8 744 234 

Casablanca Stock Exchange 
(Bourse de Casablanca) 

27 220 52 634 45.7 54.8 7 3.6 56 76 

Bourse de Tunis (Tunis 
Stock Exchange) 

2 876 8 887 8.9 19.5 1.4 2.7 46 59 

Bourse des Valeurs 
Mobilieres 

2 327 7 829 14.2 31.7 0.2 0.7 39 37 

Ghana Stock Exchange 
(GSE) 

1 661 3 465 15.5 8.5 0.6 0.1 30 35 

Nigerian Stock Exchange 19 356 56 389 17.2 21.5 1.7 1.6 214 192 

Nairobi Stock Exchange 
(NSE) 

6 384 14 791 34.1 39.6 2.7 2.7 47 57 

Rwanda Stock Exchange 

 
625 

      
Dar-Es-Salaam Stock 
Exchange (DSE) 

588 1 803 4.2 6.4 0.1 0.1 6 17 

Uganda Securities Exchange 
(USE) 

103 7 294 1.1 36.7 0 0.1 5 10 

Botswana Stock Exchange 
(BSE) 

2 437 4 588 23.8 31.8 0.4 0.8 18 24 

Malawi Stock Exchange 
(MSE) 

230 754 8.4 17.7 0.3 0.4 9 14 

Stock Exchange of Mauritius 
(SEM) 

2 617 7 093 41.7 67.6 2.4 2.8 42 87 

Namibian Stock Exchange 
(NSX) 

415 1 305 5.7 10 0.1 0.2 13 7 

Johannesburg Stock 
Exchange (JSE)  

565 408 612 308 228.9 159.3 81.2 81.1 388 348 

Swaziland Stock Exchange 
(SSX) 

197 
 

7.6 
 

0 
 

6 5 

Lusaka Stock Exchange 
(LuSE) 

989 3 004 13.8 14.5 0.2 0.9 15 20 

Zimbabwe Stock Exchange 2 402 11 816 41.7 109.3 5.8 14.9 79 76 

http://www.egyptse.com/
http://www.casablanca-bourse.com/
http://www.casablanca-bourse.com/
http://www.bvmt.com.tn/
http://www.bvmt.com.tn/
http://en.wikipedia.org/w/index.php?title=Bourse_des_Valeurs_Mobilieres&action=edit&redlink=1
http://en.wikipedia.org/w/index.php?title=Bourse_des_Valeurs_Mobilieres&action=edit&redlink=1
http://www.gse.com.gh/
http://www.gse.com.gh/
http://www.nigerianstockexchange.com/
http://www.nse.co.ke/
http://www.nse.co.ke/
http://en.wikipedia.org/wiki/Rwanda_Stock_Exchange
http://www.dse.co.tz/
http://www.dse.co.tz/
http://www.use.or.ug/
http://www.use.or.ug/
http://www.bse.co.bw/
http://www.bse.co.bw/
http://www.mse.co.mw/
http://www.mse.co.mw/
http://www.stockexchangeofmauritius.com/
http://www.stockexchangeofmauritius.com/
http://www.nsx.com.na/
http://www.nsx.com.na/
http://www.jse.co.za/
http://www.jse.co.za/
http://www.ssx.org.sz/
http://www.ssx.org.sz/
http://www.luse.co.zm/
http://www.luse.co.zm/
http://en.wikipedia.org/wiki/Zimbabwe_Stock_Exchange
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Bond markets, especially corporate bond markets are either non-existent or in their infancy in 

Africa. Those countries with well-development bond markets use domestic bond issuance as a 

source of financing budget deficits; while smaller and poorer countries rely on external 

financing 10. Only 12 countries have issued sovereign bonds11. 

Interestingly Sovereign Wealth Funds are increasing globally; currently worth USD 5.128 

trillion with Asia (40%) and Middle East (35%) dominating. Nine African states represent 3% 

(USD 156 billion) of the funds value and may be a more significant player than pension 

funds12. Historically Sovereign Wealth Funds emerged as a means to stabilise revenue from 

commodities, especially the volatility of oil prices.  

Table 4: African Sovereign Wealth Funds as at August 2013 

(http://www.swfinstitute.org/fund-rankings/) 

Country Fund 
Assets in USD 
Billion 

Year of 
Inception 

Commodity 

Algeria Revenue Regulation Funds 77.2 2000 Oil and Gas 

Libya Libyan Investment Authority 65 2006 Oil  

Botswana Pula Fund 6.9 1994 
Diamonds and 
Minerals 

Angola Fundo Soberano de Angola 5.0 2012 Oil 

Nigeria 
Nigerian Sovereign Investment 
Authority 

1.0 2011 Oil 

Gabon Gabon Sovereign Wealth Fund 0.4 1998 Oil 

Mauritania 
National Fund for Hydrocarbon 
Reserves 

0.3 2006 Oil and Gas 

Equatorial 
Guinea 

Fund for Future Generations 0.08 2002 Oil 

Ghana Ghana Petroleum Fund 0.07 2011 Oil 

TOTAL 
 

156 
  

However, over the last three decades Africa has been a net exporter of capital: 40% of the 

privately owned wealth was invested outside Africa. Recent estimates are USD1.4 trillion were 

transferred out of Africa13.  

  

                                                                 
10 Dahou, K., Omar, H., I., Pfister, M. (2009). Deepening African Financial Markets for Growth and Investment, NEPAD 

African Financial Markets Initiative. (2009). Mapping of Current Ongoing Initiatives Related to Bond Market Development in Africa, 

African Development Bank 

Aryeety, E. (2009). The Global Financial Crisis and Domestic Resource Mobilisation in Africa, University of Ghana (downloaded on the 

15th November 2013 from http://www.oecd.org/dev/partnerships-networks/43697058.pdf) 
11 International Monetary Fund. (2013). Analytical Chapters: Regional Outlook for Sub-Saharan Africa 
12 Dixon, A., D., Monk, H. B. (2011). What Role for Sovereign Wealth Funds in Africa’s Development?, Centre for Global Development, 
www.cgdev.org  
13 Mkandawire, T. (2005). Maladjusted African Economies and Globalisation, Africa Development¸ Volume XXX, umbers 1 and 2, pp.1-

33 

African Development Bank, Global Financial Integrity. (2013). Illicit Financial Flows: And the Problems of Net Resource Transfers from 

Africa: 1980 -2009, 

http://www.cgdev.org/
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Pension Funds in Africa 

There is a dearth of both aggregate and disaggregate data on the pension fund market in 

Africa; including total value of funds, number of contributors, number of public and private 

funds, defined contribution versus defined benefit. A few local and international fund managers 

have conducted small scale studies using secondary data.  

The majority of Africans are employed in the agriculture and informal sectors. One in four 

Africans in low income countries are employed in the formal economy. The informal sector 

appears to be growing in a significant number of countries. These workers / self-employed are 

not covered by any form of social security14. 

Pension funds for public sector workers are widespread across the continent and in most 

countries the benefits for civil servants are more generous than those of their private sector 

counterparts. Nonetheless there are differences amongst regions. North African countries have 

the oldest and most comprehensive social security programmes; with defined benefit pension 

funds most dominant. French West African countries also in the main have defined benefit 

pension funds. Provident funds dominate English-speaking countries in Africa15. 

The average coverage of pension funds is 10% with middle income African countries having 

40% to 70% coverage16. 

While many African countries’ regulations around exchange controls and asset allocation limit 

investments in equities, countries that embarked on pension fund reforms have increased their 

investment allocation towards equities. A recent review of Ghana, Kenya and Nigeria showed 

that there is a steady increase in investing in equities by pension funds in these countries, 

Kenya has the highest percentage in equities investment (36%) followed by Ghana (29%), 

Nigeria had the lowest (13%)17.  

Historically and currently pension funds have invested heavily in domestic debt. Domestic debt 

in 27 Sub-Saharan African countries (non-French speaking countries) has been increasing 

between 1980 and 2000. Pension Funds and insurance companies in Sub-Saharan Africa 

represent a third of domestic debt and is the second biggest lender after retail banks; 

particularly in Kenya, Madagascar, Mauritius, Rwanda, and South Africa. Interestingly, with the 

exception of South Africa, the domestic debt markets are in the main short term (three 

months); with an average maturity of 231 days. In low income countries longer term debt is 

more difficult as the markets “fear” the risk of significant inflation and default and there are 

few institutional investors18. 

There is also a growing interest in Shari’ah compliant financial products in many African 

countries19. 

Sub-Saharan African countries have distinct characteristics that require innovative solutions 

and cannot rely on direct policy borrowing, especially with regard to demographics, economic 

                                                                 
14 Samson, M. (2009). Good Practice Review: Extending Social Security Across Africa, International Social Security Association, Geneva 
15 Stewart, F., Yermo, J. (2009), Pensions in Africa, OECD Working Papers on Insurance and Private Pensions, No. 30, OECD publishing 
16 International Social Security Association. (2008). Dynamic Social Security for Africa: An Agenda for Development, Geneva 
17 Oosthuizen, R. (2013). Pension Reform in Sub-Saharan Africa: Current Status and Implications for Capital Market Development, 
African Alliance Securities 
18 Magalasi, C. (2012). Domestic Debt Market Development in Low Income Countries, Presentation to the African Forum and Network 

on Debt and Development, 25th June 2012 
19Christensen, J., Gulde, A., Pattillo, C. (2006). Bankable Assets: Africa Faces Many Obstacles In Developing Financial Systems, World 

Bank 
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structures, loss of credibility of formal social security systems, and the cooperative culture in 

the continent. Some of the unique features of African countries that must be considered in 

mobilising savings through pension funds include:  

 African countries have young populations. 

 The formal employment sector is small and in most instances dominated by the state 

and state owned enterprises. On average 68% of the working population are ‘employed’ 

in the agriculture sector (more than 75% in low income countries rely on the agriculture 

sector). Furthermore, the informal sector plays an equally important employment 

function. Hence social security for old age coverage is small. 

 Formal social security systems are highly dependent on the state. 

 Low incomes create affordability challenges. 

 Formal institutions, both public and private have lost credibility, in the case of pension 

funds due to poor services to beneficiaries and mismanagement of funds. 

 Limited pension portability. 

 Limited investment opportunities. 

 Regulation governing pension funds is in its infancy. 

 Limited fiscal resources. 

 Scarce national statistics. 

 The retail banking sector has limited reach; only 24% of adults in Africa have bank 

accounts. 

 Microfinance institutions and informal savings and credit are providing financial services 

to households; representing 10% of the total financial market. 

 A culture of solidarity. 

Hence coverage, costs, nature of benefits, quality service, regulation, governance, 

administrative capacities, and administration costs are important focus areas in pension reform 

and creating an equitable and sustainable social security system, especially income for the 

aged. The recent transformation of African social security systems is moving towards multi-

pillar systems that include non-contributory universal pension, mandatory income related 

savings, and voluntary savings. Mauritius is considered an example of a successful multi-pillar 

retirement system. Similarly, South Africa has been successful in including domestic workers 

who belong to the informal sector into the unemployment insurance fund. 

Conclusion 

Pension funds have become significant institutional investors internationally. In the case of 

African stock markets, the small size and illiquidity of the stock markets make it difficult for 

pension funds to play the constructive role as experienced in countries with developed financial 

markets. Nonetheless, there is a place for pension funds and other institutional funds to 

contribute to stock markets; namely improving governance, encouraging financial instrument 

innovation, enhancing information flow, and making long term financing available.  

Pension funds can also play an instrumental role in mobilising capital for infrastructure 

investment in Africa. The current backlog for infrastructure in Africa is estimated at USD 93 

billion per annum.  



Page | 7  

 

Pension funds can also act as a catalyst in designing new savings and insurance products that 

is appropriate to capturing the growing informal sector and the variety of solidarity savings 

and credit schemes. 

Similarly the growing demand for Shari’ah compliant products and historical role of local 

savings and credit schemes in many African countries enables pension funds to create products 

that are sensitive to tradition and religion. 

Generally small companies find listing on national stock markets expensive and onerous. Egypt 

has the Nile Exchange (Nilex) and Morocco has the Development Market for medium sized 

companies and the Growth Market for small enterprises. Pension funds may play a 

developmental role in creating new capital markets and hence deepening the financial markets 

in Africa20. 

Primary research is urgently required on the nature of pension funds in Africa considering that 

social security is high on African states developmental agendas and the related reforms 

underway with respect to pension funds.  

  

                                                                 
20 Wilson, R. (2012). Capital Market Development in North Africa: Current Status and Future Potential, African Development Bank 
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Disclaimer 
This document is strictly for information purposes only and should not be considered as an offer, or solicitation, to deal in any of the investments mentioned herein. Any 
information and opinions contained in this communication, and any supplemental information provided, is believed to be reliable but no representation or warranty is 
given as to its correctness, accuracy or completeness. Investors should take cognisance of the fact that there are risks involved in buying or selling any financial product. 
Past performance of a financial product is not necessarily indicative of the future performance. The value of financial products can increase as well as decrease over time, 
depending on the value of the underlying securities and market conditions. Hedge Funds are presently not regulated by the Financial Services Board and do not comply 
with the provisions of the Collective Investments Schemes Control Act Number 45 of 2002. Hedge Funds are, therefore, private investments suitable only for sophisticated 
investors and are not open to the general public. This advertisement does not constitute a solicitation, invitation or investment recommendation. Prior to selecting a 
financial product or fund, it is recommended that investors seek specialised financial, legal and tax advice. This document may not be a mended, reproduced, distributed or 
published without the prior written consent of 27four Investment Managers. 27four Investment Managers is an authorised financial services provider. 
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