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Challenges of DFIs Resource mobilisation
Global and domestic contextual issues

• Human and economic development needs in each of our countries and indeed across the 
continent as a whole are huge. The US$ 100 billion infrastructure requirement in Africa indicates 
the magnitude of the financing task before DFI’s, Multilateral Development Institutions, 
Governments and the Private Sector.

• Post-crisis financial flows have witnessed a curtailment of bank lending out of the OECD. 
Regulatory changes, notably Basel III, has led banks to reduce leverage shorten finance terms 
and raise counterparty requirements. Non-bank institutions controlling savings in insurance have 
not yet moved into infrastructure assets in a substantial way.

• As an economic community as a whole,  albeit with large national variations,  we have shallow 
capital markets and are in early stage development of bond markets. More work needs to be done 
to develop these markets with more extensive credit appraisal, scaling up issuance to create 
benchmark instruments and developing secondary markets to promote liquidity.

• Our economies are buffeted by head winds and tail winds from the global economy where the end 
of quantitative easing in the USA points to tighter financial conditions ahead. High domestic 
growth rates have fuelled the Africa rising story but we are far from being globally delinked. 
Commodity price volatility feeds into swings in government revenues and amplifies swings in 
investor sentiment.

• We exist as DFIs to mobilise capital for development and while our Government shareholders 
have high expectations of us as development financiers,  they are in the main, unable to pay in 
more equity so the onus is upon ourselves to be innovative at mobilising capital.
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Responding the challenges
Delivering value to our clients

• I maintain our point of departure should be the recognition that the concessionary portion of the 
funds we disburse is extremely limited. Our strategy needs to be driven by a mind-set of our true 
financial position, that is as DFI’s our capital is both very limited and costly.

• Consequently DFIs have to extremely focused on adding value to our clients through the way we 
raise funding and finance development to overcome these challenges. Essentially we have to be 
driven by what differentiates DFIs from commercial financial institutions, that is the additionally we 
are able to bring to the capital we disburse.  In brief to: 

• Catalyse development by drawing private capital into long term projects the market 
perceives as high risk;

• Using our technical expertise to convert development need into bankable projects;
• Being the first to enter market segments and demonstrating the potential of such markets by 

shifting private sector perceptions of risk-return trade offs;
• Helping our governments succeed with structurally transformative investments by selecting 

projects with highest impacts on development.

• As is well known, DBSA has been through a restructuring process over the past two years, 
arguable precisely because we lost focus on excellence at development finance additionally.  Out 
of that stress has come a refined strategy, mandate and focus on financial sustainability. 
Restructuring focused the mind and while we do not have all the answers the journey we are on 
has forced us to work smarter and harder.
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Capital Raising in National Capital Markets
Active Treasury Operations

• In the domestic market the DBSA raises capital in the following forms:
• Lines of credit with local commercial banks
• DBSA’s Domestic Medium Term Note programme on the JSE
• Private placements 
• Money market funding
• Derivative instruments

• The core feature of our capital raising strategy has been to re position our treasury operations and 
move to making the DBSA treasury far more active to drive down the cost of debt. Key elements 
in this strategy have been the following:

• Proactive communication with investors, funders and ratings agencies to communicating our 
historical results, strategy,  intentions and forward looking results;

• Diversifying our sources of capital by seeking out new lenders and working to widen our 
investor base;

• Deconsolidating our capital raising needs to better match our asset and liabilities with our 
disbursement schedules over time rather than simply relying on long-dated fixed rate bonds 
as we have in the past.

• Increasing the frequency of going into the market to twice a month which provides greater 
flexibility;

• Active communication between business divisions and treasury to match the timing of 
inflows and outflows;

• Supporting and empowering our treasury staff with reliable systems and training.
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Capital raising in international capital markets
Managing currency exposure

• In the international market the DBSA raises capital in the following forms:
• Lines of credit with international banks
• Lines of credit with International DFIs in USD and EUR
• Eurorand Bonds and Eurorand zero coupon bonds in ZAR
• Forward exchange contracts, cross country swaps and interest rate facilities.

• At the core of DBSA’s international capital raising efforts are the active treasury operations I have 
referred to. Notable experiences I should like to share are the following:

• Non-standard reporting requirements from Funders may necessitate outlays on reporting 
processes, tools and resources. It is not only the upfront fee and gross margin to consider 
as these ‘hidden’ costs need to be included.

• We observe trade-offs in the size of an issuance and its pricing. Smaller issuances have 
less onerous reporting but will be a less liquid and therefore more expensive instrument.

• Regulatory requirements in the US market have overheads due to more stringent reporting 
requirements in that jurisdiction.

• Within our own economic community we have still a considerable way to go to free up the 
movement of capital across boarders taking into account the prevailing conditions of 
currency liquidity, exchange control regulations and taxation agreements.

.
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Financial and technical partners
Cooperation synergies

• 37% of the infrastructure financed by debt in Africa in 2012 was sourced from national and 
multilateral development finance institutions. One third of those projects were partnerships 
between multilateral DFIs and Africa DFIs.  This partnership trend is accelerating. There are 
exceedingly good reasons for cooperation between DFIs as the following illustrate.

• Loan syndication is a core banking function we perform with multilateral DFIs who able to provide 
financing with the maturities and or grace periods that our clients frequently require for 
infrastructure development projects.

• A huge obstacle to converting development needs into successful development outcomes is in the 
early stages of project development to convert concepts into projects that can be appraised. 
DBSA enjoys a fruitful partnership with the European Union on the Infrastructure Investment 
Programme for South Africa that has a mandate to promote regional infrastructure projects. 

• Collaboration generates beneficial learning effects within our institutions that we can transfer onto 
our clients, improving project management,  increasing resilience to environmental risks and 
multiplying developmental impacts.

• Bilateral bilateral appraisal agreements whereby a client is appraised by one partner institution 
speeds up the appraisal process. 
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Challenges and opportunities in the future
Recycling our capital

• Recapitulating my premise, namely that our capital is costly and our resources are limited both in 
respect of the scale of financing requirements and the size of our balance sheets identifies some 
of the future challenges and opportunities facing us. 

• Priorities for the next phase of DBSA’s capital raising strategy is to begin to recycle our capital by 
developing greater liquidity for our liabilities and encouraging the growth of secondary markets for 
our debt.

• This is a challenge of for all DFIs, yet I am optimistic that as our domestic capital markets develop 
and cross border capital flows become easier we will see a growing appetite for brownfields 
infrastructure assets from institutional investors and life assurers to match their long term 
liabilities.  
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Maximising development impact and regional 
integration



Resources Outputs Development Outcomes

DBSA contribution to the region’s development
DBSA’s portfolio of lending supports growth that is inclusive and sustainable. Measuring the Bank’s 
contribution to development is complex and recognizes DBSA is one among many players 
promoting development thus it is difficult to attribute results to the work of single organisation

RSA Government owned, 30 
year experience, strong brand, 
reputation and relationships are 
key intellectual capital inputs

Communities in which we 
operate, clients, partners and 
government relationships are 
social capital inputs

Fund available through 
financing activities and funds 
generated through operations 
are financial capital inputs

Staff and people we partner 
with are human capital inputs

Harnessing, intellectual, social 
financial, and human capital 
helps us close the 
infrastructure development gap

Project preparation

Infrastructure financing
• R12.7bn disbursed
• R3.6bn in SADC
• 116 project supported

Infrastructure 
Implementation 
• 50 schools built

Financial results
• Net profit R787m

Municipal sector impacts
• Energy 33 700 households
• Water 48 500 households
• Sanitation 22 200 households

Non-municipal sector including 
SADC
• Energy renewable 412MW 

coal 68 MW
• Student housing 749 beds
• Affordable housing 36000 

units
• Roads 1035 km

Private equity partners
• Renewable energy 280 MW
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Shareholder guidance is to prioritise activities that promote regional
infrastructure development 

SOURCE: 2013/ 14  Shareholder Mandate Statement, 6 Nov 2013

The promotion of regional integration through infrastructure development is a key pillar in Africa’s 
growth and development agenda:

In Africa, overcoming poverty, inequality and achieving economic prosperity will be achieved through a 
strategy of regional integration aimed at fostering industrialisation and intra‐regional trade. 
Infrastructure development in transportation, energy, telecommunications and the water sectors are 
examples of what is needed. The DBSA must position itself to make a contribution in these important 
areas

Improving the standard of living through social infrastructure development is an equally important 
priority: 

Although supporting the provision of hard infrastructure is important for long‐term sustainable growth, 
the provision of social infrastructure in the education, health, sanitation and other sectors, can bring 
about short‐term relief, strengthen the social fabric, promoting resilient and productive communities. 
The DBSA should provide direct implementation support on a cost recovery basis for social infrastructure 
projects on the direction of the Shareholder

The DBSA must service both domestic and regional requirements:

Although it has significant domestic challenges to respond to, the DBSA must deepen its response to the 
development of Southern Africa and the wider continent as per the SADC Integrated Infrastructure 
Development Plan, Programme for Infrastructure Development in Africa (PIDA) led by the African Union 
Commission, the NEPAD Secretariat and the African Development Bank Group (AfDB). In particular the 
DBSA must ensure that South Africa fulfils its obligations in relation to support of infrastructure 
development in the region’s development corridor

Shareholder guidance  

6 November 2013



How do we address continent‘s catalytic infrastructure needs in such a way as 
to:

– Facilitate regional integration 
– Support commodity‐led industrialisation
– Promote inclusive economic growth 
– Strengthen its value adding linkages into the global economy?

Therefore, it is within these complex continental and regional dynamics 
and difficult operating realities that the DBSA needs to carve a niche for 
itself in pursuit of the national interest.

The Bank’s fundamental problem statement for Africa is:

The DBSA needs to define the projects that matter,  finance the projects that 
matter and 

prepare the projects that matter
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Nevertheless, the DBSA has contributed to infrastructure 
development in SADC over the past 15 years.

1,583km of road rehabilitation

2,960MW of energy generation capacity

2,200,000t of cement production 
capacity

75,000t of petroleum product transportation capacity

183m GJ pa of gas production capacity

The DBSA’s contribution to core infrastructure development in SADC has 
been far reaching. Amongst others, the DBSA has contributed to the 
funding of:

US$200m in support of growing regional development 
banks 

420 hospital beds
9,000,000 m³ bulk water storage 
volume

865km of gas pipelines

500,000t pa of aluminum smelter 
capacity

US$360m towards development of telecommunications 
infrastructure



Population growth

Increased Investments

Mineral and Mining  
Beneficiation

Mineral and Mining  
Beneficiation

Agro‐IndustriesAgro‐Industries

SADC requires a project pipeline that supports commodity based 
industrialisation and economic growth.  

PIDA and the RECs have 
identified development corridors 
to foster  regional economic 

growth and integration through 
infrastructure development 

Priority corridors identified 
for industrial development 

by JICA in 2013

Priority corridors identified 
for industrial development 

by JICA in 2013

Secondary and tertiary 
industries

Secondary and tertiary 
industries

Corridor/Regiona
l Infrastructure 
Development 

Growth
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