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About South Africa e

>‘

Priorities of the New ANC Government:

c:_l)- The introduction of a massive programme to build economic and social infrastructure.

— % To improve the health profile of all South Africans.

c‘_})- Working with Africa and the rest of the world, to pursue African advancement and
enhanced international co-operation.

e »+ To ensure sustainable resource management and use.

Fiscal Stimulus Initiative



TRADE &

O Provinces — Their Contribution to GDP it
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Some Basic Facts wees |

B A fast growing middle class

B2 An abundant supply of natural resources
B Well-developed financial and legal services
B2 A stock exchange amongst the global top 10

B Modern infrastructure:
» excellent telecommunications
* energy
* transport systems
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Some Issues wees |

B High unemployment
e Lost close to 1m jobs during 2009/10

B Daunting and related economic / social issues
 Poverty
 Low economic empowerment
« Skills shortage
« HIV Aids
 Crime
* Inflation circa 5.4%

B3 Political Succession
* Break up of the ANC - COPE

B Strength of the Currency - ZAR

Fiscal Stimulus Initiative
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Economic Performance - 1 NVESTMENT DAY

Recession short lived SA not that hard hit
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= The economic growth annualised rate of +3.2%

= The recovery lead by manufacturing sector, and to a lesser extent mining, with consumer spending being slower
to recover.

= Recovery is underway in South Africa but unemployment rate in excess of 20%.
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2009 GDP in PPP terms
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Financial Markets INVESTMENT

Sufficient ligquidity Superior SA banking system
:51‘?' — Fuees . Conservative credit environment (MCA)
3001 . . Regulation prevents participation in toxic assets
zz «  Less reliant on foreign funding (95% of credit is
150 local)
100 — — «  Banks are well capitalised with low leverage ratios
=07 . Lower profitability, but still profitable
DALIgIIJEII- S-eptamba{ I'Dclrtullzerl Hu.emhaf Decaml:ef S - Asset quality did deteriorate, but didn't collapse
2008
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Singapore 1 4 2 1 16 4 2 5 1 13 2
Kﬁ]r;(t:ﬁ)dm 5 16 16 35 23 2 10 16 16 23 9
Germany 25 84 18 158 57 15 93 71 14 7 35

France 31 22 17 155 159 43 73 59 25 6 42

i?ﬁég 34 67 52 102 90 2 10 23 148 85 76

Greece 109 140 50 147 107 87 154 76 80 89 43
India 133 169 175 104 93 30 41 169 94 182 138

Source World Bank 2010
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Abundance of Raw Materials .NVEE%DEEM

30% of the world’s proven
mineral resources.

By 2001 only 10% of land mass had
been prospected.

Asia currently accounts for 27% of
Africa’s exports (14% in 2000).

Africa is a key partner for the
developed world and for the
industrialising of economies of
India and China.
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South Africa as w8
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Bigger than Chicago, Manchester, Frankfurt!
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2Xx bigger than Barcelona, Same size as Madrid, 6x bigger than Edinburgh
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Cape Town WL |

2.5 x bigger than Milan, Same size as Madrid, 4x bigger than Leeds
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Disabled

e Government Policy to bring the Previously Disadvantaged Communities (PDCs) into the economic main stream;

= Over 60% of South African business owners regard black economic empowerment important for winning new
business;

eThese companies prefer to fast-track key employees and develop existing staff to achieve empowerment targets.

Fiscal Stimulus Initiative



Realising the BEE Objective W

The Government is seeking to achieve B-BBEE by:

B increasing the number of PDI’'s who manage, own and control
businesses;

(4]

facilitating the ownership and management of such businesses by
communities, workers and other collective enterprises;

B boosting human resource and skills development;

K achieving equitable representation in all categories and levels of the
workforce;

promoting preferential procurement which would involve the purchase
of goods and services with a strong B-BBEE score;

[+]

encouraging investment in enterprises that are owned or managed by
PDC'’s.

Fiscal Stimulus Initiative
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Background

The Programme is part of UK Trade & Investment’s response to the global
economic downturn.

In difficult times, businesses need to be flexible and innovative and seek
out opportunities where they exist.

Governments of the G20 have introduced Fiscal Stimulus Packages of
various types.

The Fiscal Stimulus Initiative helps UK-based companies capitalise on

business opportunities arising from major overseas spending programmes.

Fiscal Stimulus Initiative
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How Does FSI Work? lNVEE%DEN&J

Identify and track fiscal
stimulus initiatives

Analyse fiscal stimulus
initiatives

Disseminate Information

Identify Specific Business
opportunities

Engage with UK companies

Identify and track sectoral opportunities resulting from Global
Fiscal Stimulus Initiatives.

\/

Break down the fiscal spending; Match UK capability against
sectors where fiscal spend is targeted.

Disseminate information about general opportunities under
the fiscal spending programmes to UK Companies through
one to many events.

Identify and structure specific business opportunities.

Offer first line business advice and assistance to UK companies
who can capitalise on specific opportunities.

e e/ \ e/ \ o/

Fiscal Stimulus Initiative
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The FSI Value
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The Fiscal Stimulus
Size & Focus

Tracking government
spend

In Country advice

Identifying and Managing
Business risks

ITA Assistance

Fiscal Spending opportunity details identified by the UK Trade &
Investment Business Specialist (Business Specialist).

Using business networks track tenders (Leveraging
networks).

Advice on how to intervene provided by the UK Trade &
Investment Embassy Trade Team (Posts).

Advice on managing business risks in South Africa and Black

Empowerment issues (Business Specialist and local lawyers).

Leveraging the local assistance of UK Trade & Investment in
the regions (UK Trade & Investment Regions).

Fiscal Stimulus Initiative
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The FSI Team INVESIVIENT

=Y

Paul Corcut Phil Dowrick Jeremy Gordon Phil Haymes Andrew Hinton Jeet Jandu
France & Russia GCC China GCC & Brazil USA India & Australia
Russia
Canada
Germany China &
France Hong Kong 1
USA Spain .
Shakeel Mughal Steven Spalding
India Spain & S Africa Germany & China
GCE
Brazil o
u R
"o Australia
Markets Kevin Thorpe Chris Wall
USA & Canada Brazil
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Fiscal Spending Comparator NVESTMENT

e Data on the size of fiscal stimulus packages in USD as announced
by the governments and compiled by the IMF;

 Data represents estimates of the size of new measures, rather than
the announced size of stimulus packages, and includes measures
already planned before the scope of the crisis became clear;

e This allows us to evaluate the fiscal stimulus packages based on
three key criteria:

The extent of stimulus relative to

GDP
COMPOSITION FRONTLOADING
Balance between spending and The speed with which fiscal
revenue measures measures hit the ground

Source BROOKINGS Assessing the G-20 Economic Stimulus Plans: A Deeper Look
Eswar Prasad and Isaac Sorkin March 2009

24
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Make Up Of The Fiscal Packages NVESTMENT

¢ It is estimated that 20% of project spending in the EU is accessible to non national Companies;

¢ Most G20 countries use open tenders and VFM criterion.

Fiscal Stimulus Initiative
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So where is the Fiscal Stimulus Money? |NVEE%DE%IEE:;;%3

e The total G20 stimulus spending is approximately USD1.64Trn of which
USD1.1Trn is not tax related;

Fiscal Stimulus Initiative
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South Africa

Fiscal Stimulus Initiative
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South Africa— synopsis IN\/ETS%/\DEEN&TI%j

e The economy entered recession in 2008/09 after 17 years and for the first
time under ANC rule;

= The South African Banking system relatively unscathed due to tight
regulation;

e The Government has announced a ZAR 846Bn (£80Bn)Stimulus Package:

- ZAR261bn (9.7% of GDP) in 2010/11
- ZAR283bn (9.5% of GDP) in 2011/12
- ZAR300bn (9.1% of GDP) in 2012/13

- 36% of the fiscal initiative budget will be spent on:
« Electricity supply,

« Followed by transport, water, housing, schools and hospitals.

- Increasing use of public-private partnership (PPP):
e 25 PPPs with a private investment value of ZAR13,8bn completed
- Additional ZAR29bn of private capital is committed to new PPP projects.

Fiscal Stimulus Initiative
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South Africa — Synopsis continued INVESTMENT

UK

Value Purpose
ZAR Bn P
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Expanded public works programme intended to create 1.5m
short-term jobs annually over the next three years.

Infrastructure investment.

Spent on state-owned enterprises.

Rail Projects.

Bus Rapid Transit system.

South African Airways to support its turnaround strategy.
Infrastructure grants to municipalities.

Breaking New Ground housing programme.

Other initiatives.

Total

Fiscal Stimulus Initiative
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2010 - 2013 Industrial Policy Action Plan (IPAP) |NVET5F¥,§,PEEN§I R

Cluster 1

Qualitatively new areas of focus -

a.
b.

c.
d.

Realising the potential of the metal fabrication,
capital and transport equipment

Sectors arising from large public investments
‘Green’ and energy-saving industries
Agro-processing.

Cluster 2

Scale up and broaden interventions

a.

mooog

Automotives, components, medium and heavy
commercial vehicles

Plastics, pharmaceuticals and chemicals
Clothing, textiles, footwear and leather
Bio-fuels

Forestry, paper, pulp and furniture
Strengthening linkages between cultural
industries and tourism

Cluster 3

Sectors with potential for long-term

a.
b.
c.

advanced capabilities
Nuclear

Advanced materials
Aerospace

Fiscal Stimulus Initiative
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South Africa - Fiscal Stimulus Sectors
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Priority Sectors

Security

Power Generation and Distribution

Ports & Logistics

Roads & Rail

Rail Rolling Stock

Electronics & IT Hardware

Environment

Healthcare & Medical

Mechanical Electrical & Process Engineering

Automobile and Advanced Engineering

Agriculture and Aquaculture

Software & Computer Services

Water & Forestry

Research & Development

FSI currently working with UK companies in
projects of over £3Bn:

a. Rail
b. Power
c. Ports

FISCAL STIMULUS INITIATIVE

INVESTMENT Im

Fiscal Stimulus — South Africa

n April 2009, South Africa went to the po

BC

These are:

M To speed up economic growth and transform
the economy to create sustainable skills and
livalihonds.

s for tl
NC to form the next government

ugural sp ,the Pr u°|r|un' set out 10 area
‘1& ium T" m Strategic Framework for 2009 to 2014.

fourth time since 1994 and
ident Jacob Zuma. In his
h form part of his governments’

dpmestic demand. Currant GDP growth is 3 per cant for
2009/2010; and the foracast is 3.2 per cant for 2000/2011
and 3.6 par cent the year after.

In prder tp stimulata the economy, the government has also
d a ZAR 8468n [£708n) Stimulus Package. The bulk

| Tha of a massiva o build
economic and social infrastructura.
B To devalop and i

of this packapa will be tarpeted 2t major infrastructure
ranawal and axpansion programmes thus creating

rural development strategy linked to food sacurity
and sustainability.
W To strengthen tha skills and human resource base.
B Toimprove the health profile of all South Africans.
B To intensify tha fight against crime and corruption.
M To build cohesive, caring and sustainable

for UK
For the UK these include:

Security;
Power genaration and distribution, focus on both
conventional and sustainable sourcas;

ra

communities. 3 Ports, roads and rail infrastructure;
W Working with Africa and the rast of the world, 4 Rail mllmg Slﬂch
to pursue African and ] housing for which
intemational co-operation. BOOHA of Iand has bean set aside;
B To ensure i rasource Education and training;
and use. ive and Ad d Engi

B And, to build a developmental stata, improve public
services and

B

1

8 Agricuftura and Aguacuftura;
9 Haalth

Follpwing a year of "bedding down’, all govemment
dapartmants ara under prassure fo deliver the Strategic
Framawork.

During 2008,2009, South Africa saw its first recession in
17 yaars, which resultad from deprassed global and

For further infomation on business

10 Water and Forestry.

South Africa should also be seen as 2 basa from which UK
companies can springboand intp the rest of Sub-Szharan
Africa, particularly into emarging economic neighbours such
25 Angola. Botswana and Mozambigua.

ities in South Africa under the Fescal Stimulus Initiative, please contact:

‘Shakeel Mughal, UKT| Businass Specialist, Fiscal Stimulus Initative

Tal: +44 (0] TTT100745 Email: shakeal mughabipers com

Duncan Hill. Deputy Trade C: i UK Trade -

South Africa

Tel: +27 (011 537 7257 Email: duncan hilldfco.gov.uk

Fiscal Stimulus Initiative
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South Africa — project Opportunities
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Sectors Use Value Project Opportunities
1. Refurbish and upgrade current rolling stock
i i 2. ZAR 19.5 hilli 4 t d d extend rail network
Infrastructure Rail rolling stock.and 2 ARSOBN . illion a year over 4 years to uupgrade and extend rail networ
network expansion 3. New rolling stock; passenger and cargo
SADC has agreed a further $100Bn facility for the transport sector in South Africa
s roe] - 1. ZAR 200 million on Intelligent Transport Systems,
REERS (ISR O 2. ZAR 700 million on new and improved bus and taxi infrastructure,
Infrastructure | new infrastructure and | ZAR1.153Bn - . . s
IcT 3. ZAR 144 million on new intermodal interchanges and facilities,
' 4, ZAR 109 million on non-motorised Transport Infrastructure Projects
Infrastructure Ports ZAR80BN 1. Upgrade and extend Ports Infrastructure
1. ZAR 67 billion - Infrastructure grants to municipalities - Feb 2009
Housing eradication of ZAR119.8Bn| ™ ' 9 ' g proj
informal settlements An additional ZAR 4.1 billion is set aside for the second phase of the Expanded Public Works
Programme (EPWP) although many of these projects will only run to the end of 2009.
Guarantees to 1. New power stations over 5 years
Eskom for funding of 2. Return to service of power stations Camden, Grootvlei and Komati
Power new power stations | *ZAR70Bn | 3. New feed in Tariffs published by Eskom for power from renewable sources
and feed in Tariffs for
renewables * Additional funding will be made available over and above the fiscal stimulus package
i 1. Water treatment plants
SATEIEE Infrastructure ZAR 50Bn . 2
and water 2. Pipe network
Fiscal Stimulus Initiative
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Tender Sites — South Africa
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Cape Business News

www.cbn.co.za/tender
Tenders

www.tendersinsouthafrica.co.
za

Tenders in South Africa

Leads 2 Business www.dailytenders.co.za

South Africa

South Africa

Africa

Commercial and Public
Sector

Public Sector

Mainly Public Sector

Construction, Consultancy,
Education, Energy and
Environment, Infrastructure,
Transportation

Construction, engineering,
health services, education,
utilities, industry

Consultancy, Education,
Industry, Energy and
Environment, Infrastructure,
Transportation

Fiscal Stimulus Initiative
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But it should be part of a Strategy i K

6 Killer Questions
e Does your strategy fit with what is going on ?

= Does your strategy exploit your key resources ?

Are you differentiators sustainable ?

Are the elements of your strategy consistent and coherent across the
company ?

e Do your resources match your strategy ?

= |s your strategy implementable ?

Fiscal Stimulus Initiative
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What is Your Approach? NVESTMENT

Are You Opportunistic or Do You have a Strategic Plan?

* Opportunistic:
= Reactive
= Unfocussed
= Resource intensive and Expensive
= Low win ratios

» Strategic:
= Planned
= Focussed
= Efficient use of resources
= High win ratios

:‘ Controls '
Situation Formulate Evaluate I | t

mplemen
Appralsal Strategy Strategy X

Fiscal Stimulus Initiative 36
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South Africa
Case Study

Fiscal Stimulus Initiative
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Case StUdy — Raill Sector IN\/ETSRT/J%/\DEEN&TI

Project:
a. 700km Rail line refurbishment and extension. Value circa $1.5Bn.

Requirement:

Local content;

Transfer of technology;
Skills transfer;

PPP structuring;

Black empowerment.

P00 TD

FSI Involvement:
a. Working with the local lead company to understand the requirement and
tactical approach;
b. Breakdown the project technology and skills requirement;
c. Work closely with other UKTI stakeholders and industry bodies to map onto
UK capability and identify companies who could participate;
d. Approach UK companies and alert them of the opportunity;
Position UK companies with the South African company leading the
consortium.

®

Fiscal Stimulus Initiative
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UKTI Assistance INVESTMENT

UK & &
B

Provides access to:

Business Specialists;

Sector Specialists;

Its Teams based in the target country;

Information on Fiscal Initiatives and about new business
opportunities in these markets.

UKTI can assist with informed inputs to your Strategy

Fiscal Stimulus Initiative
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Thank You

. y |
wwﬁ j__@{'(?

UK
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