Tanzania:

Near Neighbour, Wasted
Opportunity?

Africa House Country Focus Group
Turner & Townsend, 23 February 2022
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« GDP to grow from USS50bn in 2016 to reach US$100bn by 2026;

« Covid impacted growth in 2020, down from 7% in 2019 to under 5% in 2020 and 4% in
2021, but expected to recover to above 5% this year and back to 6% by 2025;

« Growth is multi-faceted — agri-industry, mining, manufacturing, construction, services and
trade;

* Import replacement drive underway for several years, especially in food and basic FMCG and
industrial products;

 Population expected to grow from 58m at present to around 69 by 2025 and
possibly 79m by 2030

« Four cities of 1 million people or more by 2030, three more over 500,000:
+ Dar—growth from 2.3m in 2000 to reach 10.8m by 2030;
* Mwanza, from 342,000 in 2000 to reach 1.8m by 2030;
+ Zanzibar - from 290,000 in 2000 to reach 1.1m by 2030;
* Mbeya-213,000 in 2000 top reach almost 1m by 2030;
 Arusha, Morogoro and Songea will reach 715,000, 620,000 and 600,000 respectively;

* Dodoma? Relocation of ministries, utilities and embassies from Dar may have a catalytic impact on
city, whose population is around 500,000 at present;
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*  Agriculture share of GDP risen slightly in recent years — critical for Tanzania’s poor;
+  Construction continues to show growth —up from 15% in 2015 to almost 20% in 2020;
«  Mining (incl. Oil & Gas) could have been higher, but project delays, regulations impeding investment;
+ Trade, Transport & Storage remain constant at around 22% of GDP illustrating urban growth,

growing levels of income in mid to upper parts of Tanzanizg;

Growth:

GDP béﬁﬁfi?gr;%é)i?ﬁganr;tzols 2015 2016 2017 2018 2019 2020 20(1C5A-érg)2o Gth;rzeOO;o
Agriculture 25,235 26,436 28,009 29,504 30,802 32,321 5.1% 325
Mining and quarrying 4,056 4,357 4,589 4,659 5,485 5.850 7.6% 5.9
Manufacturing 7,412 8213 8.890 9,624 10,185 10,646 7.5% 10.7
Electricity 799 869 878 928 995 1,050 5.6% 1.1
\Water 391 418 445 478 510 540 6.7% 0.5
Construction 10,447 11,961 13,765 15,656 17,802 19,422 13.2% 19.5
Trade and Repair 8,748 9,261 9,821 10,397 10,965 11,195 5.1% 113
Accommodation & restaurant 1,422 1,480 1,526 1,604 1,646 1,420 0.0% 1.4
Transport and storage 6,930 7.325 7.816 8.737 9,493 10,293 8.2% 10.3
Information and communication 1,681 1,719 1,824 1,990 2,133 2,313 6.6% 2.3
Financial & insurance 4,189 4,236 4,115 4,095 4,281 4,413 1.0% YA
Total 71,308 76274 81,677 87.671 94,298 99,463 6.9% 100.0




» Over 350 projects in the Africa House system,
total value of US$107bn;

Several large projects dating back to 2017 skew
picture, but may still be developed;

Roughly two-thirds have declared value, so actual
total is substantially higher;

Oil & Gas and Port, Rail, Roads values skewed by
two key projects that have largely stalled, but still
offer good opportunities;

Commercial property development showed
strong growth in recent years — should continue
for next few years;

» Government still a key construction driver —'Public
Facilities’
Mining has evolved from gold and gemstones

(largely) to include energy minerals — graphite,
uranium, coal, nickel etc in southern regions;

Agriculture small (by comparison), but gradual
growing investment around Lake Victoria and
Arusha in export-driven commodities;

Project Share by Broad Sector (USS)
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EACOP - at roughly USS$3.5bn it is a critical project for Tanzania and Uganda. Project will unlock
development of Tanga and northern Tanzania:
* 1,450km, with 1,150km in Tanzania: includes 8 or 9 camp sites, with all utilities, 6 pump stations, oil storage and
export tlerminallat Tanga Port, which is being upgraded for this, two power generation facilities — 500,000 tons of
material in total;

+ FID reached, three year construction;

Lindi LNG Project: November 2021, GoT starts Host Government Agreement talks with 10Cs; no clear
indication of when this will be concluded — however, Jan 22 GoT hired Baker Botts as transaction
advisor indicating some progress;

Mining: difficult relationship with President, but still some projects being developed or expanded —
expansion away from gold, coal to ‘new energy’ minerals such as graphite. Also nickel, uranium;

* South of Tanzania geologically very similar to northern Moz - LNG, graphite, gemstones etc, but also coal and
uranium;

Several hydropower projects being pushed — Julius Nyerere HP is latest — also transmission rollout;

SGR - phase 2 of 5is 52% complete. Project in total is 2,561km of electrified rail;

* Phase 3 to 5 still in planning, funding not guaranteed as yet;
Commercial property development in Dar and Dodoma, Arusha, Mwanza and Tanga to a lesser degree;
Import replacement: Tanzania has/will ban imports of many basics such as edible oils, flour,

condiments, and other basics — creating investment in domestic capacity, which will create demand
for drums, containers etc.
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https://africahouse.venturesonsite.com/projects/47477?s=5562955
https://africahouse.venturesonsite.com/projects/61099?s=5562961
https://africahouse.venturesonsite.com/projects/49600?s=5562945
https://dodomacc.go.tz/storage/app/media/uploaded-files/PROPOSED LAND USE PLAN 2019-2039.pdf

Includes new/upgraded
government buildings, airport, ring
road and other roads (to Iringa);

Drawing companies from Dar to
open offices and outlets in
Dodoma;

Dar-Dodoma Road?

Sports stadium, bus terminus?

Dodoma Masterplan Spatial Plan
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Built Environment Activity by Region

 Data from 2006-2016/17;

* Axis from Dar to Dodoma gets lion’s share;

+ Lake Victoria regions have strong infrastructure share;

* Arusha-Kili-Tanga axis important for commercial, residential property;
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Best integrated African REC;
Nearly 300m people, US$294bn regional GDP,
to reach US$316bn in 2022;

Dar a key access point for hinterland — and

South and East DRC, Zambisg;
DRC entry imminent — Kenya, Uganda and Tanzania all

pushing for better access — competition for Zambia, SA?;
Is Kenya always the correct base for E Africa?

Country - QDP Sonstant GDP Current Prices, Population, Mn
rices, % Change USS Bn
2021 2022 2021 2022 2021 2022
Burundi 1.6 4.2 3.2 3.4 12.2 12.6
Kenya 5.6 6.0 109.5 116.6 49.8 50.9
Rwanda 5.1 7.0 10.4 11.0 13.0 13.3
South Sudan 53 6.5 33 4.6 14.2 14.6
Tanzania 4.0 5.1 69.2 74.5 59.7 61.5
Uganda 4.7 51 432 47.0 425 43.7
DR-Congo 4.9 5.6 54.8 59.2 92.4 95.2
Total 294 316 284 292

Source: IMF, October 2021

10

A4

Democratic Repjibli

of Con¢o

Wm "\4

{

i

Zambia

24 28 32 36 40 44
1 1
/ N
E
g \ N
2— \
Ethiopia
Central Africa

Republic __/
™~ "
Somalia /

Indian Ocean

Mozambique

0 90 180 360 §40
&

Kilomete®

e

T
24

T
”

T
32

AFRICA’"HOUSE



» 2019 exports to Tanzania returned to peaks of
2014/15, showing 1% growth overall;

= Chinese exports have dropped, but remain largest
share;

+ India 2" largest, consistent — strong Diaspora links;

» DR-Congo exports largely minerals (especially copper),
but suggests good trade links through Dar and
competition into southern DRC for Zambia and SA
suppliers;

+ UAE has emerged as key, supplanting SA and Kenya as
39 largest supplier: largely fuel, but also vehicles,
machinery, electrical goods and plastic products;

» SA, Kenya round out top 6 — Kenyan informal trade
probably a lot higher;

+ Nairobi-Arusha road rehabilitation led to surge in CBT
and subsequent investment in ‘defensive’ cement
plants and distribution in northern Tanzanig;

+ Strong Asian, Middle Eastern share of market —
Turkish companies making inroads in building
materials, furniture, electrical goods;

» US exports buoyed by aircraft sales in 2018/19;

« Germany making inroads — machinery, vehicles, medical
and testing equipment, cereals;

* Indonesia, 75% palm oils and related products;

Share:

Supplier | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 015 | 2020
Total 13,057 | 10,609 | 10,467 | 12,718 | 13,312 | 12,297 | 100.0 | 100.0
China 4,279 | 3,567 | 3,120 | 3,591 | 3,815 | 4,175 | 32.8 339
India 1,671 1,767 1,568 1,879 1,693 1,412 12.8 11.5
DR-Congo 2,053 718 401 1,323 | 1,687 | 1,668 15.7 13.6
UAE 517 4L24 1,146 | 1,141 | 1,382 788 4.0 ?ZD
South Africa 525 445 451 441 476 336 4.0 2.7
Kenya 342 343 276 294 330 295 2.6 2.4
Japan 275 221 312 317 318 254 2.1 2.1
Indonesia 214 154 277 263 263 244 /f6 2.(?\
USA 173 158 145 332 332 246 \\;:L\% Zg}/
Malaysia 205 256 226 173 228 158 1.6 13
Germany 134 154 179 178 197 184 /Z.O 1.%
Turkey 120 97 118 230 226 200 \Q\? 5/
Korea 194 139 125 194 138 151 1.5 1.2
Saudi Arabia | 145 130 134 164 171 156 11 13
UK 187 143 114 148 144 121 1.4 1.0
Others 2,024 1,893 1,873 2,050 1913 1,909 15.5 15.5

Source: UN Comtrade
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* Tanzania 10™ largest destination
for SA exporters in 2020 —
similar to Angola and Nigeria;

* Exports peaked at R6.9bn in
2015, slid to R5.8bn in 2018 but
rebounded in 2019 to R6.88bn,
before dropping again — COVID
and bans?;

* Looks okay in ZAR terms, butin
dollar terms, SA losing market
share each year;

* No shortage of interest in SA
goods and services, but price is
key for most businesses;
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» Very strong value added profile, with 93% of exports to Tanzania having a value-added component;

+ Strong engineering and infrastructure profile — steel, machinery, vehicles, chemicals etc;
* FMCG products well accepted in the market;

2015 2016 2017 2018 2019 2020
Total 6,903 6,505 6,019 5.843 6,887 5,464
Machinery 1,367 1,532 1,213 1,059 1,019 1,386
Chemicals 551 568 628 589 870 795
Products Iron & Steel 1,266 1,287 1,232 1,661 2,115 789
\Vehicles aircraft & vessels 1,568 875 911 731 922 652
Prepared foodstuffs 411 504 452 475 436 525
Plastics & Rubber 335 467 425 351 355 333
\Wood pulp & paper 370 520 275 267 277 284
Photographic & medical equipment 173 114 136 82 81 130
Textiles 97 110 104 138 130 109
Mineral Products 217 157 101 93 129 103
\Vegetables 72 74 114 109 287 97
Toys & Sport apparel 110 83 154 97 86 80
\Wood Products 219 60 112 42 32 30
Other 147 154 160 150 148 149

Source: SARS
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Dar still key market, distribution point for rest of country and access to landlocked countries;

Growing sophistication of local manufacturing and distribution sector — some excellent companies
that reach much of East Africa;

» Do need to be aware of potential conflicts if already present in Southern DRC, as Dar is a major source of supply
of all goods to that market;

Despite growth, still largely poor, both urban and rural — small growing middle/upper income
segment;

+ Retail for FMCG and construction materials still fairly basic, but becoming more formal;

» Secondary markets in Arusha, Mwanza, Mbeya and Mtwara (eventually) need consideration;
Very competitive market, growing competition from Middle East, Asia for exports and projects;

Large informal market, smuggling of goods (and tax evasion through Zanzibar) remains problematic —
not just FMCG either;

New President:
* Has eased tensions with mining, gas companies;
+ Reignited development of USS30bn gas projects in southern Tanzanig;

* Rejection of Chinese loan terms could open space for others — but simultaneously looking to restart key Chinese
funded projects?
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