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Basic Background Data

» Agriculture supports bulk of population; + GDP grew from USS$21bn to US$50bn from 2010 to 2019;

+ Mining supports govt revenue — manufacturing + 2020 slip to USS$49bn but by 2026 expected to reach US$81bn;
includes some smelting activity; » GDP growth to average 6% to 2026;

+ Services account for bulk of rest; » Per capita GDP rising, but off very low base — high poverty rates;

» Large and growing population — 100 million by 2023/4
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+ Little in the way of services, amenities or formal'economic act1v1ty no hope or long term opg‘ortumty?

- However, infrastructure projects are making a difference: S oeae s TN T
* Drive time from Lubumﬁﬁ?’m torKolwezi down from a week to a day for trucks, 8- 9 hours by car t03 4 hk»Hrs -_~»_'“-’~A ¥
* Roads from Kinshasa to Bandundu and I<1I<w1t are gradually improving ‘ N e * ¥ )
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Three distinct internal markets in the DR-Congo:

+ Western market, from Banana and Matadi to
Kinshasa and the western side of the country
stretching to the CAR in the north and Kananga
in the south. Largely served through Matadi and
the Angolan border at Lufu and Pointe Noire.
The bulk of trade comes from the EU, the
Americas and Asia, depending on product;

 Southern market, four provinces that used to be
Katanga, reaching north to Mbuji-Mayi. Key
mining area of DR-Congo, fastest growing part of
the country from an extractives perspective.
Served primarily by the North-South Corridor
(NSC), from Zambia and South Africa, including
imports through Durban, South Africa. Also some
supply from Namibia linking into the NSC and
Tanzania through Dar es Salaam, and small
quantities from Angola via Lobito.

+ Eastern market, comprising growing population
centres and mining areas, from South Sudan in
the north to south of Burundi and supplied
largely from Uganda, Kenya, Rwanda, and
Tanzania, with some volumes from Zambia on
Lake Tanganyika. It stretches across to the
important city of Kisangani in north-central DRC;

Diagrammatic Map
of Transport in the
DEMOCRATIC REPUBLIC OF
THE CONGO

Showing waterways, all ralvays,
all paved hghways, most gravel
highways, and main earth tracks
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» The lack of efficient and integrated internal transport

market in the DRC means the price of goods rises
dramatically in the interior of the country, where o sty

people can generally least afford it. This reduces both || seweerane neruss o e
the viability and hence volumes traded within the e et i ttam o S =
country in favour of trade across contiguous borders.
REY TO WATERWAYS O _
» The schematic diagram is used to illustrate price ) Lge  tmm N KIsANGAN s

points in the DRC for cement from a survey
undertaken in 2017/18. Whilst the prices have
probably changed, the underlying market dynamics
have not.
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» A snapshot of prices in mid-2021 in the DRC reveals:

« Cement prices in Mbuji-Mayi rose from USS$460 to USS660 | $300 | ; R
per ton in early 2021, down on the figures from 2017, but fansc LlNN 322 e G g
USS$200 up on prices at the beginning of the year as a =T :
result of poor road conditions, the lack of service from the
rail utility, SNCC, and the state of Ndomba, the river port
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+ In Kananga, the price has risen from US$370 per ton to
between US$500 and USS$580 per ton recently as a result
of the breakdown of the rail service.
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» Southern DRC has traditionally relied on cement imports
from Zambia, where there are several producers, with the L o0 aor 4oy i et M M A Comtt . S, JX0 Witwamys & rentrs N St Lngetcs Cort, Sopbne
prices rising substantially as toll fees push up prices _
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between Lubumbashi and Kolwezi.

* In Lomani Province, the price has dropped on the other
hand, from USS600 to US$500 in recent months as a
result of the resumption of rail services from Lubumbashi. AFRICA HOUSE



 Copper and cobalt are key to Production of Copper, Cobalt
economic fortunes: 1,800,000

120,000
* In 2003 copper output was just over 10,000 tons;
. . 1,600,000
* By 2015, just over 1Mtpa and overtook Zambia as T
Africa's largest producer; 100,000
o 1,400,000
« Currently sitting at around 1.7Mtpa (2020), but
Kamoa will provide major boost;
A\NN _ 1,200,000 80,000
+ Cobalt seen similar increases;
* Production could be significantly higher if more S 1,000,000
power was available; = 60,000
« Estimates are up to 2.5Mtpa by 2024, possibly more § 800,000
depending on speeds of development and demand; o
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» Other mining activity includes zinc, diamonds,
go¥d and cqltan etc — much in the eastern DRC, 400,000
quite a lot informal; 20,000
* Interesting that Zambia looks to DRC minerals 200,000
regime as a stable one that has helped to I
develop the sector in DRC (comments from Mining G h 60O Nm g6~ ® o o
FG); 888388388 co0o00500000 9 9
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 Lack of power is crippling for project development;

 Lack of cheap cement and other inputs also increases project costs significantly:
« "Whatever it costs to build in South Africa, quadruple it.” - SA building contractor working in DRC;
« "Doing things (licences etc) properly takes a lot of time, but if you don't you end up paying a lot
more in the long run.”
» Chinese investors fare little better. The much-vaunted Sicomines deal, to produce
125,000 tons of copper a year is a case in point:
» Lack of adequate power and other infrastructure;
+ Struggles with bureaucracy;
 Eight years to get project from signing to delivery;
» Probably end up producing 50% of original estimates;
» Power project aimed at mines was five years behind schedule;
 Dredging of the mine (160m cubic metres of water) slowed progress;

+ "l think the Chinese are hesitant to come to Congo, after all that has happened with Sicomines —
all the fuss, the problems, all the things they struggled with.” —Johanna Malm, expert on the
Sicomines deal;

« Government of Felix Tshisekedi looking to revisit the deal which he believes has not delivered
the promised infrastructure dividend;
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USS66bn of projects in AH database:

Power dominated by Inga complex:

* Renewed hope of development driven by FFl and
Green Hydrogen — could be a tremendous catalyst for
development along Kinshasa-Matadi corridor;

* Infrastructure — possible new port at Banana, may be
needed if green hydrogen takes off;

+ Other projects too;

Rail: key corridor to extend from Banana to Ilebo
(1.015km), but funding not in place — some smaller
rail projects;

Mining has many projects, at all levels of
development and expansion — strong growth;

* Most major projects in south, but also many in the
east of DRC;

Roads — significant number of projects across the
country, including developments to open up east
of DRC, links with Uganda through to Kisangani;

Agriculture — agri-parks, waste to energy
programmes, localisation of supply of basic
products;

Project Profile of DRC
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IKey Exporters to DR-Congo: 2010-2020

Growth in Exports to DRC: USS Millions

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

e 7aMbia
e Jganda

e South Africa
e France

e China
s Belgium

e | dia e Tanzania e N\etherlands
e RWanda e (GEermany e— | JSA
s | AE e KENYya e Namibia

Tons: 2010-2020

Netherlands .
Angola Russia Germany

2%
2% en ° 1% 1%
2%

France Kenya

2% 2%
Belgium \\
3% \
Tanzania

4% \
Rwanda___

5%

Namibia/>

5%

Uganda/

7%

Zambia
35%

China/ "~ South Africa

12% 17%

" AFRICA HOUSE



« DRC is SA's 22" largest
global export market and
8 largest in Africa;

» Mainly value added
products and FMCG;

 Exports declined slightly in
2015 from the peaks of
2013 and 2014 in Rand
terms;

« Expanded again in 2018
and 2019, before Covid
interfered in 2020;

SA Exports to DRC

(ZAR Millions) 2015 2016 2017 2018 2019 2020
Total 12,993 | 11,597 | 11,768 | 16,952 | 15,237 | 12,729
Machinery 5,032 3874 | 3,949 6,084 | 4,783 4,252
Iron & Steel 1,849 2,093 1,691 2,817 2,672 2,221
Chemicals 1,209 969 1,135 1,648 1,759 1,339
Mineral Products 1,321 1,489 1,410 2,051 1,780 1,260
Plastics & Rubber 935 719 921 1,276 1,080 995
VVegetables 166 134 246 139 280 521
Prep foodstuffs 580 672 540 606 550 475
Photo & medical 254 192 358 341 368 388
Vehicles aircraft etc 831 627 687 809 619 378
Textiles 148 105 134 212 185 221
Toys & Sport apparel| 200 157 202 257 532 163
\Wood pulp & paper 107 170 109 229 118 148
Live animals 95 107 123 151 157 137
Stone & Glass 119 81 91 124 115 104
fa:Lmal' vegetable 65 51 43 66 52 49
Footwear 35 30 37 53 46 42
Other 49 126 93 88 141 36

JSE




* A country with almost limitless opportunity and potential;

» An expensive place to pay school fees! But:

+ Good opportunities to supply into a market that still produces very little of what it consumes;

 Large developers, mining companies and retailers all procure from SA in south — will look at
goods in Kinshasa;

« Strong SA presence and growing (Vodacom, SCMB, Shoprite, AngloGold, Randgold etc)

» Small formal markets at present:

 Limited number of mid-range to up-market retailers, but this is changing quickly;
* Major importer-retailers have route to market in the informal sector well mapped out;

* Having a good local partner is critical — and it probably won't be the same one in different
regions;

« Competition:
* Local companies have a strong position in the construction and civils market as well as retail,
but not insurmountable;

* Notjust EU and China - Brazil is tapping markets, increasing number of Turkish, Moroccan,
Pakistani, Kenyan, Egyptian etc companies investing in and exporting to Congo;

+ Cannot have a stand-off approach for long-term engagement;
* Local partners and local content law?
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