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PREFACE
BRIEF

Why Africa Is Shifting
from Optional Exposure
to Strategic Allocation

The Allocation Moment: From
Fragmented Assets to Benchmark
Allocation

The reference architecture investment consultants
and ICs use to determine when development

qualifies as a portfolio asset.

It explains why Africa shifts from optional exposure
to strategic allocation — and why, once systems are
investable, non-allocation itself becomes an active

portfolio risk.

The Allocation Moment
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The reference architecture investment consultants
This figure defines the benchmark-eligibility threshold at which African

systems become allocation-relevant in global institutional portfolios.
Why Now” Inevitability Sentence

2026-2040 is the first cycle in which Africa
becomes allocatable under existing institutional

mandates — not new ones.
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CANONICAL ALLOCATION TRANSLATION MODEL
2026-2040 is the first cycle in which Africa
becomes allocatable under existing institutional
mandates — not new ones.

(Consultant & Investment Committee reference
figure)

Capital migration from optional exposure » global
core allocation

Illustrative Benchmark Reweighting — Order of
Magnitude

only (non-forecast): Global ir Linfrastructu-

ture AUM is estimated at US$3-5 trillion.

A1-29% benchmark rewsighting toward newly benchmark-eligible
systemns implies US530-100 billion of incremental, mandate-ali-
gned capital — without new mandates, thematic sleeves, or

discretionary overrides.

Order-of-magnitude Alustration; not a copital forecast

Sources: EDHECInfra, OECD, consultant estimates (illustrotive)

This figure defines the benchmark-eligibility
threshold at which African systems become
allocation-relevant in global institutional portfolios

Figure X — Canonical Allocation Translation
Model.

This figure defines the benchmark-eligibility
threshold at which African systems become
allocation-relevant for global institutional
portfolios.”

{Consultant & Imestment Committee reference figure)
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Consultant Model Alignment - Reference
Frameworks

This allocation architecture aligns with how leading
investment consultants and index providers assess
eligibility for core real-asset allocation, including:

Benchmark inclusion logic

(e.g. MSCI / FTSE / EDHECinfra):

Focus on scale, repeatability, cash-flow durability,
governance, and ratings visibility — not project
narratives.

Strategic Asset Allocation (SAA) frameworks
(Mercer / WTW / Cambridge Associates style):
Asset classes qualify for core allocation when they
exhibit:

o Portfolio-comparable duration and risk

behaviour,

¢ System-level downside absorption,

¢ Consistency across market regimes,

e Risk governance and peer-relative evaluation.

Allocation relevance is assessed relative to:

e benchmark drift,

e tracking-error implications,

e concentration and opportunity cost of non-
allocation.

Consultant takeaway:

This figure defines the threshold at which
development systems migrate into standard
benchmark and SAA logic, becoming assessable —
and allocatable — within existing institutional
mandates.

The allocation architecture above is not regime-
specific. Its relevance becomes clearest when
market regimes shift.

Markets reveal regime risk; systems determine
allocatability — tested in stress, not stability.

Illustrative Allocation Implication Order-of-
Magnitude

For context only (illustrative, non-forecast, order-of-
magnitude)

Global institutional infrastructure AUM is estimated
at ~US$3-5 trillion across pension funds, insurers,
and sovereign investors.

A 1% benchmark-driven reweighting toward newly
benchmark-eligible infrastructure systems implies
US$30-50 billion in incremental, mandate-aligned
allocation capacity.

At 2-3%, this scales to US$60-150 billion, without
requiring new mandates, thematic sleeves, or
discretionary overrides.

Why this matters for ICs:

Once systems meet benchmark eligibility and
ratings visibility thresholds, capital flows are
governed by portfolio construction mechanics, not
narrative conviction. The question shifts from
“Should we allocate?” to “How quickly do
benchmarks and peer weights adjust?”

PAGE 3

(Figures illustrative; magnitude shown to clarify
scale mechanics, not to forecast flows.)

WHEN REGIMES SHIFT, ALLOCATION FAILS — UNLESS
SYSTEMS TRANSLATE
Mapping Asset-Class Regimes into The Allocation Moment.
WHEN ALLOCATION IS POSSIBLE:

BENCHMARK-ELIGIBLE
SYSTEMS

Benchmark-Eligible Systems

WHAT MARKETS.
(REGIMES)

Returns Across Eras
(1990-2025)

. -duration, governed cash flows.
= Returns are non-linear and R
regime-dependent * Repeatable, state-anchored bsuance
oD Bason braia: * Ratings-driven risk pricing

correlations rise
= Violatility is visibie: regime risk is not

* Portfolio-comparable duration &
CONSULTANT REFERENCE
(CANONICAL)

..... “This figare dhefines the poant # which
PegpeTes become berhmark-
el allocations.

Markets reveal regime risk. Systems absorb regime risk.

Markets price volatility. Systems make allocation possible.

“Once systems meet benchmark eligibility”, and
preceding the Canonical Allocation Translation
Model figure.

This is the threshold at which development ceases
to be a narrative-led opportunity and becomes a
benchmark-eligible allocation governed by
mandate logic.

Global institutional portfolios face a structural
shortage of assets capable of absorbing capital at
scale while delivering long-duration, real-economy
growth. As traditional markets saturate, non-
allocation to Africa is becoming an active portfolio
risk, not a neutral position.

Africa is no longer a speculative frontier exposure.
Once development is structured as corridor-scale
systems governed through Institutional Investor—
Public Partnerships (IIPPs) and anchored by
domestic pension and sovereign capital, African
assets become institutionally legible, repeatable,
and allocation-relevant.

The allocation question is no longer if Africa
belongs in long-term portfolios — but how quickly
portfolios adapt as investable systems emerge.

Downside governance and failure-absorption
mechanics are governed at system level and
explicitly reviewed under the System Failure &
Downside Governance Architecture.

Consequential Africa validated how African
development becomes institutionally investable.
The Allocation Moment addresses the fiduciary
implication: how global portfolios must adjust once
that investability is priced.

While this report focuses on Africa, the allocation
architecture described applies across global real
assets and emerging markets alike; Africa is used
because it represents the largest, clearest, and
most under-allocated expression of the structural
forces now reshaping institutional portfolios.


https://www.africainvestor.com/wp-content/uploads/2026/01/Consequential-Africa-Making-Development-Investable-Framework.pdf
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WHAT CONSEQUENTTIAL

AFRICA ESTABLISHED
(ASSUMED CONTEXT)

Conseqguential Africa demonstrated that Africa’s

excess cost of capital is not narrative-driven, but
structural — arising from fragmentation, illiquidity,

and non-standardisation.

By aggregating assets into corridor platforms,
standardising governance via IIPPs, anchoring
capital locally, and aligning data and ratings
pathways, African development can be converted
from bespoke exposure into replicable institutional

allocation.

Africa’s competitive advantage lies in system
convergence — the unique overlap of critical
minerals, renewable energy basins, food systems,
logistics corridors, nature sinks, and long-duration
demographic demand at continental scale.

While this report focuses on Africa, the allocation
architecture described is global in application;
Africa is used because it represents the largest,
clearest, and most systemically under-allocated
expression of the forces now reshaping real-asset

allocation worldwide.

What changes for Portfolio Construction
1. Africa shifts from “add-on” to “replacement
logic”
Africa does not sit on top of portfolios; it replaces:
¢ Non-governable risks are excluded from
allocatable exposure rather than priced;
mitigation or transfer mechanisms do not
substitute for benchmark eligibility.
¢ marginal EM debt with poor liquidity,
e |ate-cycle OECD infrastructure with capped
returns,
e over-correlated growth equity exposure.
Allocation becomes a re-weighting, not a thematic

carve-out.
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2. Risk is reclassified, not ignored

Corridor-scale assets with standardised

governance:

e compress liquidity and execution premia,

e improve ratings trajectories,

e behave closer to regulated infrastructure and

utilities.

This is risk transformation, not risk tolerance

expansion.

3. Scale becomes allocable

Once systems exist:

e issuance becomes repeatable,

e benchmarks form,

o index eligibility follows,

e liquidity deepens.

Capital scales by precedent, not persuasion.

IC-RELEVANT ALLOCATION LOGIC

Question ICs Ask Consequential Africa Answer

What asset class is this?

Corridor-scale infrastructure,
industrial platforms, and utilities

Who governs it?

I1PPs with sovereign + domestic
anchor capital

How does risk price?

Through liquidity, governance, and
benchmark behaviour

What replaces it?

Saturated OECD infra, marginal
EM exposures

What happens if we wait?

Missed spread compression + loss
of strategic position



https://www.africainvestor.com/wp-content/uploads/2026/01/Consequential-Africa-Making-Development-Investable-Framework.pdf
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TIMING RISK: WHY THIS IS NOT OPTIONAL
Africa’s investability is path-dependent:

e Early systems set benchmarks.

¢ Benchmarks set allocation rules.

o Late capital pays the premium.

For fiduciaries, the risk is not Africa — it is arriving
after systems are priced.

This insert converts failure from a threat into a priced,
governed, insurable condition — the defining property of an
asset class.

“Real asset allocators do not fear risk. They fear non-
governable risk.”

System Governance Condition — Allocatability Boundary
System Failure & Downside Governance
Architecture This framework proceeds on a non-negotiable allocability
Purpose: provide an investment-committee and condition: benchmark-eligible, long-duration institutional
ratings-committee ready description of how the CA  capital requires continuity of legal authority and enforceable
/ TAM corridor system governs failure (rather than governance across the corridor platform.

denying it), and how this links mechanically to
benchmark eligibility and investment-grade
migration.

Figure 10.41-A — When Africa's Corridors Fail — Why

Capital Still Holds

When Aftrica’s Corridors Fail —
Why Capital Still Holds

Haw the CAJ TAM system converts political and financial
failure into governable, insurable infrastructure risk.

Thie Problem Institutional Capital Actually Fears

Global allocators do ot fear risk.

They fear non-governabile risk — situations where failure triggers renegotiation, politics,
or foeged exits.

Emserggingr-miar ket infrastracture fails not because projects underperform — bat because
failure ks uwnmanaged.

Failure will ocour — therefone it must be gov rured, and absorbed

The Four Failere Mades That Break Traditional EM Infrastruciure
FAILURE HEDE | WHAT HORMALLY HAPPENS

1 Cashflows disappoint » Dernand or price shocks. | Reregotiation or detault
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The Institutional Truth

Projects fail, Asset clastes absoet failure

1.Why this must exist

Corridor systems only become allocatable when
investors can answer one question: “What happens

when something goes wrong — without
renegotiation, politics, or panic?”

Where corridor jurisdiction is contested by force, this
introduces non-governable risk, interrupts corridor continuity,
and temporarily disqualifies assets from benchmark eligibility
until continuity of legal authority, enforcement capacity, and
corridor governance is restored.

Where jurisdictional contestation targets strategic
infrastructure assets (energy systems, mineral basins, ports,
logistics corridors, and fertile land), enforcement uncertainty
can render risk unpriceable at portfolio level. Institutional
capital cannot underwrite platforms whose legal enforcement
authority, revenue domain, or corridor rule-set is subject to
force-based renegotiation.

This framework distinguishes between negotiated
constitutional processes and force-based jurisdictional
disruption. Temporary political disruption within an intact
sovereign and institutional framework is treated as
governable volatility; force-based jurisdictional contestation
affecting corridor enforcement or asset control is treated as
exclusionary for benchmark-eligible exposure.

From an allocation perspective, continuity of enforceable
authority functions as balance-sheet protection. It preserves
corridor cash-flow continuity, ratings visibility, index
holdability, and capital recycling. Disruption, by contrast,
raises risk premia, breaks duration assumptions, and
disqualifies assets from core infrastructure and real-asset
benchmarks.

Accordingly, this framework does not forecast jurisdictional
disruption; it classifies assets exposed to force-based
contestation as non-allocatable until continuity of legal
authority, enforcement capacity, and corridor governance is
re-established.

CREDIT MODEL COMPATIBILITY

The drivers identified in this framework do not operate outside
existing sovereign credit-rating architectures. Rather, they act
as enhancing inputs to the same institutional, fiscal, and
external vulnerability variables already assessed by rating

Durability is achieved by designing enforcement
mechanisms that operate beyond day-to-day
political discretion. Corridor cashflows, governance
responses, and remedial actions are governed by
pre-agreed rules and escalation pathways, allowing
systems to absorb stress without reopening
bespoke negotiation.

agencies. IIPP structures, execution discipline, and contracted
revenue corridors strengthen institutional effectiveness, reduce
policy slippage, and improve cash-flow visibility — all of which
directly influence rating agency assessments of debt
affordability, external resilience, and governance credibility.
The framework therefore does not propose an alternative rating
logic; it demonstrates how disciplined execution and fiduciary
architecture can improve outcomes within prevailing sovereign
credit models, particularly for countries historically constrained
by execution risk rather than resource scarcity.
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2. The four systemic failure modes
If any of these are unmanaged, the system is not
allocatable.

Failure type What goes wrong

Corridor underperformance Cashflows below forecast

Sovereign backtracking IIPP rules weakened or ignored

Anchor capital withdrawal Domestic or foreign anchors exit

Index eligibility and capital treatment

Ratings pathway stall fail to progress

3. Failure Mode 1 — Corridor underperformance
Under IIPP + corridor architecture,
underperformance is absorbed at system level, not
renegotiated at project level.

Traditional project

CA/TAM system

Cashflow shortfall Renegotiation Portfolio pooling

Demand volatility Project default Corridor cross-subsidy

Price shocks Sponsor absorbs Regulated tariff reset

FX stress Investor bears Corridor FX buffers

lllustrative Failure Case (System Absorption, Not
Project Rescue):

In one early corridor platform deployment, demand
ramp-up lagged projections across multiple assets,
producing a temporary DSCR compression at
portfolio level. Under traditional PPP structures,
this would have triggered asset-level
renegotiations and sponsor distress.

Under the corridor system, tariff reset mechanismes,
pooled cash-flow buffers, and capital pacing
protocols absorbed the shortfall without sovereign
renegotiation or benchmark eligibility breach.
Returns were deferred but not structurally
impaired.

This illustrates the system property TAM describes:
failure is governed and absorbed at platform level,
not denied or politicised at project level.

Why this matters: cashflow volatility becomes
system variance, not project failure — exactly how
utilities and regulated infrastructure behave. This is
what allows ratings and insurers to price it.

4. Failure Mode 2 — Sovereign backtracking

IIPP governance changes the political failure mode
from one-off renegotiation to system-level
discipline.

Corridor standards are deliberately structured so
that no single actor — political, operational, or
financial — can unilaterally rewrite system rules.
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Shared custody across statutory authorities,
programme governance bodies, and capital
stewards reinforces continuity while preserving
sovereign mandate.

Traditional PPP:
e« Contract renegotiated; cabinet discretion;
political override; deal-specific dispute.
e |IPP corridor system:
e Treaty-like sovereign compact; statutory
corridor authority; legal enforcement triggers;
multi-corridor reputation loss.

Backtracking does not “break a deal”. It reprices
the corridor platform across capital markets,
directly raising future funding costs at system level.

5. Failure Mode 3 — Anchor capital withdrawal
In allocatable systems, anchors do not behave like
venture investors. They are governed by:

e lock-ups,

e reallocation windows,

e replacement rights,

o platform-level liquidity/capital buffers.

Traditional: exit = market panic; system stalls. CA/
TAM: exit = managed substitution; capital is
replaced — not abandoned — because corridors
are multi-asset platforms.

Capital advances through sequenced
commitments rather than irreversible lock-ins.

This allows corridors to pause, re-sequence, or
reprice exposure when conditions change,
maintaining platform integrity without forcing
collapse or ad hoc restructuring.

6. Failure Mode 4 — Ratings pathway stall or
reversal

This is the most misunderstood failure mode — and
the most important for allocators.

Traditional EM: country downgrade/outlook shock
» funding freeze » index exclusion - forced exit.

CA / TAM: corridor ring-fencing + pricing reset
mechanisms + eligibility preservation.

Corridors are structured so that ratings migrate by
system performance, not headlines. That is why
benchmarks can hold them.

7. Ratings + benchmark mechanics — the
keystone link

Key institutional insight: the CA / TAM system
does not assume things won't go wrong. It
assumes failure will occur — and therefore must be
governed, priced, insured, and absorbed.

That is the difference between projects (which fail)
and asset classes (which absorb failure).

Benchmark cross-reference (mechanical):
e Corridor-level DSCR and cashflow stability »
index eligibility screens and holdability.
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e Statutory corridor governance + enforcement

. . ) Axis What is tested (typical index / consultant screens)
triggers » improved credit treatment and lower
governance volatility. Cashflow DSCR and coverage durability; volatility;
« Ring-fenced structures + performance-based stability ptredlctablllty of tariffs/availability; resilience under
stress

migration - ratings stability and reduced

forced-selling risk. Rating band; downgrade sensitivity; refinancing risk;

SN liquidity and reserve policy

o Eligibility + ratings migration -» passive and

consultant-model flows (the ‘Allocation
, o . Governance & Ring-fencing; legal authority; step-in / enforcement
Moment’ transmission mechanism). enforceability triggers; transparency and reporting discipline

Ratings methodology (committee-style summary):

pooled cashflows, regulated resets, FX buffers,

anchor lock-ups/replacement rights, and

. . 2. Corridor-level DSCR floors (portfolio DSCR, rolling).
ring-fenced governance reduce cashflow variance,

lower LGD, and reduce sovereign headline Unlike single projects, corridors are evaluated on pooled

s L cashflows. Floors below are presented as canonical
sensitivity — supporting investment-grade

. . . eligibility thresholds (illustrative bands for IC and ratings
migration over time.

dialogue).
At the corridor level, FX exposure becomes a

portfolio of currency risks rather than a single- Corridor DSCR Benchmark / portfolio treatment

(rolling)

sovereign exposure. Because participating

currencies exhibit imperfect correlation, system- Core infrastructure-grade (low variance;
tl

>1.60x

level volatility can be lower than individual benchmark-friendly)
currency volatility, including during stress periods,
1.35% - 1.59 Investment-grade infrastructure sleeve (eligible where
particularly when reinforced by contractual FX 99X = LO9X rating band supports)
buffers and reserve mechanisms
120x - 1.34x Transitional IG / high-yield infrastructure sleeve

(pricing reset + buffers)

Canonical Benchmark Eligibility Box

How CA / TAM corridors qualify for global <1.20x Remediation and re-pricing within system; not
’ automatic forced exit if governance tests remain intact

infrastructure and real-asset indices — and how

this mechanically transmits into consultant-model

and passive flows. 3. Rating bands (system-based, not

country-headline-based).

1. Benchmark eligibility is mechanical — not Ring-fencing and performance-based migration allow

narrative corridors to be held through sovereign volatility. Rating

IREsruERE fncless ene] cenaubamt meskEs bands below map to typical IG vs HY portfolio and index

screen assets on three axes. CA/ TAM corridors are eligibility practices.
designed to satisfy these tests at system level

(corridor platform), not project level.
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4. Governance tests (the gatekeeper) MINIMUM CREDIBLE NEXT STEP (IC-SAFE)
A corridor remains index-eligible only if the This is not a call for full re-allocation.
following are in force and evidenced: A prudent IC pathway:
e Statutory corridor authority (legal mandate e Approve Africa as a strategic system-level
and continuity), allocation theme,
e |IPP sovereign compact (treaty-like rules and ¢ Mandate exposure via corridor-scale platforms, not
commitments), projects,
¢ Ring-fenced revenues and waterfall e Require domestic anchor capital alignment,
enforcement, ¢ Monitor spread compression and replication
« Automatic enforcement triggers (step-in / metrics,
remedies), e Scale as benchmarks emerge.

e Anchor lock-ups, replacement rights, and re-

allocation windows, CLOSING IC STATEMENT

e Disclosure, reporting and audit discipline Global capital is not short of liquidity; it is short of
sufficient for index and consultant due system-compatible assets. Africa is becoming
diligence. investable not through optimism, but through

institutional design.

5. What happens in stress (why benchmarks can

hold it) The distinction is not political intent versus market

If DSCR deteriorates or ratings slip, the system discipline, but system design: projects unravel under
responds through pricing resets, tariff stress, while allocable platforms endure through pre-
adjustments, buffer deployment and capital agreed rules, shared standards, and reversible capital
substitution. The corridor remains a going seguencing.

platform; eligibility is preserved where governance
tests remain intact — analogous to OECD At that point, non-allocation becomes the active risk.

regulated utilities and portfolio concessions.

6. Allocation Moment transmission (eligibility »
weight » flows)

When corridors satisfy DSCR floors + rating bands
+ governance tests, they become index-eligible.
Index eligibility enables consultant-model
inclusion, which in turn enables passive and
quasi-passive flows. This is the mechanical bridge
between corridor performance and global

balance-sheet allocation.

Footnotes — lllustrative Index & Benchmark References
1.MSCI Infrastructure Index (Global, IG and HY variants) — used by global asset owners and ETFs for listed and private infrastructure benchmarking.
2.FTSE Core Infrastructure Index — used in consultant SAA and pension fund tracking error management.
3.EDHEC infra Global Unlisted Infrastructure Index — widely used by consultants and asset owners to benchmark DSCR, volatility, and risk-adjusted
returns.
4.S&P Global Infrastructure Index — referenced by passive and smart-beta infrastructure products.

5.NCREIF Infrastructure Index (where applicable) — used by U.S. institutional investors for private infrastructure benchmarking.
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CHAIR'S FOREWORD

Global capital markets rarely change direction suddenly. They
shift when constraints accumulate, alternatives narrow, and
previously marginal options become structurally necessary. That

moment is now approaching.

Institutional capital today exceeds $300 ftrillion. Yet the universe
of assets capable of absorbing capital at scale—over long
durations, with diversification, inflation protection, and real-
economy linkage—has not expanded in proportion. In many
portfolios, the challenge is no longer return-seeking but
capacity: where capital can be placed without degrading

portfolio quality.

This report follows Consequential Africa, which set out the

doctrine and institutional architecture required to make
development investable at scale. It did not argue for Africa on
the basis of need or potential. It argued for Africa on the basis
of system design—corridors, institutional investor-public
partnerships, domestic anchor capital, and durable governance
capable of translating opportunity into allocatable exposure.

The present report addresses the next, more difficult question:

What changes on the balance sheet once that system is

credible?

For asset owners, this is not a question of preference or values.
It is @ question of portfolio construction under constraint.
Crowding in traditional infrastructure, duration scarcity, rising
correlation, and transition-related concentration risk are now
material considerations. Africa’s relevance emerges from these

realities—not from narrative, and not from aspiration.

For sovereigns, the implications are equally clear. Capital does
not allocate to intention or individual projects alone. It allocates
to systems that translate reform agendas into predictable,
scalable, and durable investment architecture. Sovereigns that
design such systems become allocatable. Those that do not

remain peripheral, regardless of opportunity.

This report is therefore deliberately practical. It does not seek to
persuade. It seeks to clarify. It sets out how portfolios change
when Africa is treated as a structural allocation, how investment
committees adapt governance without compromising fiduciary
duty, and how sovereigns position themselves to receive capital

through readiness rather than promotion.

The central conclusion is neither radical nor ideological:
Africa is moving from being under-allocated by habit to being

under-allocated by risk.

That shift will not occur all at once. It will occur through re-
weighting, sequencing, and disciplined execution. But once it
begins, it becomes self-reinforcing—because systems that work

attract capital, and capital that arrives creates track record.

This report is offered to asset owners, consultants, and sovereign
leaders not as a call to action, but as a framework for judgment.
The allocation moment described here will not announce itself.
It will be recognised in mandates, investment committee

decisions, and balance sheets.

Those who engage early will shape the terms under which
capital flows.

Those who wait will inherit them.


https://www.africainvestor.com/wp-content/uploads/2026/01/Consequential-Africa-Making-Development-Investable-Framework.pdf
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Those who engage early will shape the terms under which capital flows.

Those who wait will inherit them.

Figure 1. The Global Allocation Constraint

The Global Allocation Constraint
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Global institutional capital has outgrown the supply of assets capable of absorbing scale,
duration, and diversification. Crowding and return compression are now structural in
traditional allocation pools. Africa stands out as the only large, under-capitalised real-
economy geography capable of absorbing long-duration capital without degrading

portfolio quality.

Dr. Hubert Danso

Chairman & CEO, Africa Investor (Ai) Group

Founding Chair, African Union Continental Business Network (CBN),
Co-Chair, Sustainable Markets Initiative (SMI) Africa Council,

Chair, African Sovereign Wealth & Pension Fund Leaders Forum
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EXECUTIVE ALLOCATION

SUMMARY

The Allocation Moment

Global institutional portfolios now exceed USD 300
trillion, yet face a growing scarcity of assets capable of
absorbing capital at scale while delivering duration,
diversification, inflation protection, and real-economy
cash flows.

This is not a capital shortage problem; it is an investable-
system scarcity problem.

As developed-market infrastructure saturates, public
markets become increasingly correlated, and sovereign
balance sheets face fiscal and policy constraints,
allocators face three structural options:

1. accept lower long-term returns,
2. accept higher portfolio-level risk, or
3. expand the investable universe.

The first two erode portfolio resilience. The third is
increasingly unavoidable.

Africa enters this allocation logic not by preference or
optimism, but by elimination of alternatives.

The continent’s relevance arises from system-level
convergence: critical minerals, renewable energy basins,
food and logistics corridors, demographic scale, and
industrialisation capacity. These are not country risks or
frontier projects; when aggregated at corridor level and
governed institutionally, they form long-duration real-
asset platforms comparable to infrastructure, utilities,
and regulated industrial systems elsewhere.

The core constraint historically has not been opportunity,
but allocatability.

This framework does not eliminate political or execution
risk; it shows when those risks are sufficiently constrained
to be allocatable — and when they are not.

This document sets out how that constraint is now being
resolved through:
o Corridor-level aggregation (scale, diversification,
cash-flow stability)
e Institutional Investor-Public Partnerships (IIPPs)
e (standardised governance and risk allocation)

e Domestic anchor capital (pensions and sovereign
wealth funds investing on commercial terms)

e Ratings, FX, and benchmark pathways that translate
assets into balance-sheet-recognisable form.

Once assets meet benchmark eligibility criteria—
contracted cash flows, ring-fenced SPVs, governance,
ratings visibility—allocation outcomes follow through
consultant models, tracking-error discipline, benchmark
inclusion, and capital recycling. This is a mechanical
process, not a discretionary one.

At that point, sustained underweighting becomes an
explicit portfolio position with measurable opportunity
cost and tracking-error implications.

This framework does not prescribe allocation levels,
timing, or return targets. It documents how, under
current global conditions, Africa is transitioning from
episodic exposure to allocation-relevant systems, and
why delaying assessment increasingly constitutes a
fiduciary risk.

The question for investment committees is no longer
whether Africa becomes allocatable, but when—and at
what consequential cost to portfolios that wait.

While the allocation logic described in this paper
operates at the level of benchmarks, mandates and
portfolio construction rules, the translation of that logic
into observable capital flows is not instantaneous or
uniform. Asset owners differ materially in governance
structures, implementation capacity, risk-management
frameworks, and tolerance for interim volatility. These
differences create execution asymmetry: the allocative
regime can shift decisively even as realised flows
emerge unevenly across institutions. This asymmetry
reflects institutional operating constraints rather than
disagreement with the underlying allocation logic, and
it explains variation in timing-not direction-of capital
reallocation.

In regime transitions, capital does not move smoothly
but sequentially; logic shifts first, mandates adjust next,
and flows materialise last-a function of institutional
physics, not thesis failure.
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Capital Moves by Rules, Not by Conviction

In regime transitions, allocation logic changes before mandates — and mandates
change before flows.

Why this matters: It explains why capital reallocation lags logic without
weakening inevitability.

Figure X — From Regime Shift to Capital Flow Realisation

Global Allocative Regime

1 Structural asset scarcity

-I;; Breakdown of legacy diversification
f:f} : Inflation & geopolitical regime change m
/Za. Real-economy capital demand F%

Mandate logic updates
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>
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Policy & board acceptance »

Institutional execution lag

Observed Capital Flows

ﬁ Pilot allocations
Scaling via platforms

a Uneven pacing across institutions Men-linear
: flow emergence
S Mon-linear flow emergence

Capital allocation is rule-driven, not sentiment-driven

Observed flow timing reflects institutional execution capacity and
governance readiness. Direction is determined upstream by regime

and mandate mechanics.

Capital reallocation unfolds sequentially: structural regime shifts reset allocation
logic, mandates and benchmarks adjust next, and capital flows emerge last — shaped
by institutional execution capacity rather than investor sentiment.
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CORE QUICK-NAV

What to Read — What to Cite

If you read only one page

One-Page IC Verdict (CORE)

— The fiduciary conclusion.

If you are preparing an IC discussion
e |C Preface Brief (CORE)

o Executive Compression (CORE)
o What Africa Replaces (CORE)

— Defines what changes at the portfolio and committee level.
If you are assessing allocatability

e Benchmark Mechanics (BM-1) (CORE),

e Figure A-1: The Allocation Arc (CORE),

o Figure A-1is the canonical one-page model ICs should retain.

— Shows how allocation becomes mechanical through benchmarks

and rebalancing.

For governance and diligence

Use Decision Support and Reference sections as needed.

Canonical takeaway
Africa enters allocation logic through portfolio mechanics, not

preference.

Important
This document does not prescribe allocation levels, timing, or return
targets. It documents how allocation emerges once benchmark

eligibility thresholds are met.
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THE ALLOCATION MOMENT
MECHANICAL SUMMARY

The Allocation Moment — Mechanical Summary

HOW DOES CAPITAL MIGRATE?

STANDARD PORTFOLIO PATHWAY INVESTABLE SYSTEM EMERGES
SATURATED MARKETS CRITICAL RESOURCES
FROM
HIGH CORRELATION CONSTRAINTS) IIPP GOVERNANCE
LOW YIELD OPTIONS | : " DOMESTIC CAPITAL |

BENCHMARK ELIGIELE |

WHEN NON-ALLOCATION BECOMES THE RISK

MISSED SPREAD | | LOSS OF STRATEGIC | = HIDDEN ACTIVE
COMPRESSION POSITION RISK
= Widening Yield Gap — = Late Entrant -p " Benchmark Drift

PASSIVE EXPOSURE # STATIC SAFETY.

HOW ALLOCATION BECOMES MECHANICAL

BENCHMARK CONSULTANT MODELS PORTFOLIO REBALANCE CAPITAL FLOWS
— — 5
/! . ]
€ = ¥y > A2 - i
BEMCHMARK CONSULTANT MODELS PORTFOLIO REBALANCE CAPITAL FLOWS
ENTRY

CAPITAL MOVES BY PROCESS, NOT PREFEREMCE.

How investable systems become benchmark-allocated capital

This schematic illustrates the standard portfolio pathway through which new investable systems become allocation-
relevant: from asset classification and governance, through consultant models and benchmark inclusion, to portfolio

rebalancing and capital flows. It is descriptive, not prescriptive, and does not imply allocation levels, timing, or return
forecasts
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It the Consequential
Africa thesis is
accepted, this is what

must change

The IC Question
Investment Committees do not decide whether Africa is
“important.”

They decide whether capital allocation improves portfolio
outcomes under fiduciary constraints.
This page answers that question directly.

The Verdict (Plain Language)

Africa should transition from a marginal or thematic exposure to a
structured, multi-asset real-economy allocation over the 2026-
2040 cycle.

This is not a values-based decision.

It is a portfolio construction decision.

What Changes in the Portfolio
If the Consequential Africa system architecture is credible, then the
following IC conclusions logically follow:
1. Africa Moves Into the Core Allocation Conversation
e No longer treated as:
o frontier risk,
o opportunistic EM,
o or development-adjacent exposure.
o Instead treated as:
o long-duration real assets,
o regulated or contract-backed infrastructure,
o export-linked industrial systems.
2. Allocation Is a Re-Weighting, Not an Add-On
Africa exposure does not sit on top of existing portfolios.
It replaces:
o overcrowded OECD infrastructure,
o low-yield transition assets,
o over-correlated logistics and renewables exposures.
This is a risk rebalancing, not a risk increase.

3. Risk Is Reclassified, Not Ignored
Under corridor aggregation and IIPP governance:
o political risk becomes governance risk,
o FXrisk becomes managed system risk,
o project risk becomes portfolio risk.
The IC's role shifts from avoiding Africa to structuring exposure
correctly.

“Allocation eligibility assumes constitutional territorial integrity;
force-based fragmentation is treated as an exclusionary risk (see
System Failure & Downside Governance Architecture).”

4. Return Expectations Remain Institutional
Expected return bands are consistent with:

o global infrastructure equity,

o long-duration concessions,

o regulated utilities with growth optionality.
This is not concessionary capital
and not venture risk.

5. Non-Allocation Becomes an Active Decision
Given:
o global capital saturation,
e rising correlation,
o shrinking duration supply,
continued under-allocation to Africa increasingly constitutes:
e concentration risk,
e transition risk,
o long-term return opportunity cost.
Inaction is no longer neutral.

What the IC Must Authorise
To operationalise this shift, ICs should approve:
1.Mandate Evolution
a.Explicit eligibility for corridor-based, IIPP-governed African
assets
2. Risk Budget Reclassification
a.Explicit eligibility for corridor-based, IIPP-governed African
assefts.
3.Risk Budget Reclassification
a.Africa treated as systemic real assets, not speculative EM.
4. Anchor Allocation Path
a.Phased exposure (pilot = scale), not binary entry.
5.Governance Filters
a.Only rule-based, system-level platforms qualify.

The Bottom Line for the IC

The question is no longer “Can Africa be invested in?".

The question is “What portfolio risk is created by staying structurally
under-allocated?”.

This report proceeds on the assumption that Investment.
Committees are prepared to answer that question with discipline —
not ideology.

This framework does not eliminate political, execution, or
governance failure risk; it defines the conditions under which such
risks are either contained within investable system boundaries or
remain unallocatable to institutional capital.


https://www.africainvestor.com/wp-content/uploads/2026/01/Consequential-Africa-Making-Development-Investable-Framework.pdf
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THE CANONICAL jll olloco;rionflogic in tis
ALLOCATION ocument references Figure

A-1(The Allocation Moment —

MODEL Canonical).

This figure is the reference architecture for all allocation, benchmark, and execution pathways in this document

Figure A-1 —The Allocation Moment (Canonical)

Capital Migration from Optional Exposure — Global Core Allocation

Global Core
Allocation

-

Portfolio g Allocation 7
Re-weighting /va Mechanism
anl .
Benchmark
Inclusion

Mechanical Summary (Canonical)
1. Assets are created at corridor scale and institutional standard,
2. Platforms are govemned to meet benchmark and fiduciary requirements.

3. Benchmarks include them, triggering global portfolio re-weighting.

This figure is the reference architecture for all allocation, benchmark, and execution pathways in this document

This figure presents the canonical mechanical model by which corridor-scale, institutionally governed assets become benchmark-
eligible and enter global core portfolios through standard consultant, index, and portfolio-rebalancing processes. lllustrative and
non-forecast.

This is the reference architecture through which Africa enters global real-asset and infrastructure benchmarks — and therefore
core portfolios.

This model refers to inclusion in global infrastructure, real-asset and transition benchmarks (e.g., MSCI, FTSE, S&P), not emerging-
market equity or debt indices.
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Why the Allocation Problem Is Structural

Global institutional capital is not failing to allocate
because of caution or inertia. It is constrained by
structure. This section sets out the non-negotiable
conditions shaping allocation decisions —
conditions that explain why capital is increasingly
searching for new absorptive geographies

1. Capital Has Outgrown lts Asset Universe
Global assets under management now exceed $300 trillion, while
the supply of assets that offer:

e scale,

e duration,

o predictable cash flows,

e and low correlation,

has not kept pace. The result is not surplus opportunity, but asset
scarcity.

2. Crowding Is Now a Portfolio Risk
Across core institutional allocations:
e OECD infrastructure,
o renewable energy platforms,
o digital and logistics assets,
capital inflows have driven:
e return compression,
o higher inter-asset correlation,
o lower diversification benefit.
Crowding is no longer anecdotal — it is structural.

3. Duration Is the Binding Constraint
Pensions and insurers do not seek growth for its own sake.
They seek duration.
Yet the pipeline of:
e 20-30 year regulated assets,
o inflation-linked infrastructure,
o long-term contracted concessions,
is insufficient relative to demand. Where duration exists, pricing
power has shifted decisively to sellers.

4. Transition Capital Is Hitting Absorption Limits
The global energy and climate transition has become capital-
intensive but spatially constrained.

In many OECD markets:

o permitting delays,

e grid saturation,

o land constraints,

o social opposition,

are slowing deployment and increasing risk-adjusted costs.
This is not cyclical friction. It is physical and political constraint.

5. Correlation Risk Is Rising Quietly
As institutional portfolios cluster around:

o similar geographies,

o similar asset types,

e similar transition strategies,

correlation risk is increasing — often invisibly.
This risk manifests:

e during inflation shocks,

o supply-chain disruptions,

o geopolitical stress.

Diversification that looks sound on paper is becoming illusory in
practice.

6. The Allocation Implication

Taken together, these constraints create a clear allocator
imperative:

New capital must flow to geographies that can absorb scale,
provide duration, and diversify systemic exposure — without
degrading returns. This is not a search for novelty. It is a search for

capacity.

7. Why This Matters for Africa
Africa’s relevance emerges from these constraints, not from
advocacy.
The continent represents:

e one of the last large-scale real-economy build-outs,

e unmatched green industrial absorption capacity,

e long-duration infrastructure demand:not yet capitalised.
The following sections explain’ why Africa uniquely satisfies these
constraints — and how this translates into allocatable exposure.
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Africa's emerging relevance to institutional
portfolios is not driven by growth optimism or
moral imperative.

It is driven by asset characteristics.

This section explains why Africa increasingly
functions as a portfolio solution rather than an
investment theme.

1. Absorptive Capacity at Scale
Africa remains one of the few regions capable of absorbing large
volumes of long-duration capital without:

o crowding effects,

o rapid return compression,

o or correlated exposure.
This is a function of:

e unmet infrastructure demand,

o industrial capacity still to be built,

o demographic-driven real-economy growth.

For allocators, this translates into scalable deployment without
price distortion.

2. Duration Is Embedded in Demand
Africa’s infrastructure and industrial needs are not discretionary.
They are driven by:
o power, water, and food security,
o urbanisation and logistics,
o digital and data infrastructure.
These systems naturally generate:
e 20-30 year cash-flow profiles,
o contract-backed or regulated revenue structures,
o inflation-linked income streams.
Duration in Africa is structural, not engineered.

3. Diversification Comes from Different Drivers
Africa’s economic drivers differ materially from those dominating
OECD portfolios:
o population growth rather than ageing,
o industrial build-out rather than asset replacement,
o supply-chain formation rather than optimisation.
This creates true diversification, not statistical decorrelation.

4. Real-Economy Linkage Is Direct

Unlike financialised assets whose performance depends on market
sentiment, Africa’s investable systems are directly linked to:

o production,

e consumption,

e export demand,

o and essential services.
This strengthens resilience during market stress and inflationary
cycles.

5. Return Quality Is Preserved
Africa’s undercapitalisation allows:
o infrastructure-grade returns,
o without excessive leverage,
o and without speculative pricing.
When structured correctly, expected returns align with global
infrastructure benchmarks — not frontier premiums.

Portfolic Weight (%)

Figure 2. Africa’s Role in Portfolio Architecture
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Africa is not positioned as a thematic or satellite exposure. Under
a corridor-based, system-governed approach, Africa sits within the
core private markets allocation, contributing duration,
diversification, and real-economy linkage without altering overall
portfolio risk or structure.

6. Why This Is Not a “Theme”
Thematic allocations are:

o episodic,

e capped,

e vulnerable to sentiment reversal.
Africa’s role is different.

It intersects:

e infrastructure,

o energy,

o logistics,

o food systems,

o digital infrastructure,

o industrial manufacturing.
This cross-cutting relevance positions Africa as portfolio
infrastructure, not thematic exposure.

7. Allocation Implication

For asset owners, the implication is straightforward:

Africa increasingly behaves like a missing asset class — one that
restores duration, diversification, and real-economy linkage to
portfolios that are otherwise converging.

The next section addresses the natural follow-on question:

If Africa is a solution, what exactly does it replace in portfolios?
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HOW AFRICA
RE-BALANCES

INSTITUTIONAL

PORTFOLIOS

Allocations do not expand indefinitely.

Every increase implies a reduction elsewhere.
This section addresses that reality directly —
without defensiveness or advocacy.

1. Africa Is a Re-Weighting, Not an Addition
Africa’s emergence as a structural allocation does not imply higher
overall risk or larger total exposure to real assets.

It implies a rebalancing away from saturated allocations toward
under-allocated ones with superior absorptive capacity.

2. Overcrowded OECD Infrastructure

Many institutional portfolios are now heavily exposed to:
e mature transport assets,
o regulated utilities with capped upside,
o late-cycle renewables platforms.

Symptoms include:

o declining marginal returns,

o higher correlation across assets,

o competitive auctions that favour sellers.
Africa absorbs marginal allocation pressure arising from saturated
OECD infrastructure by offering:

e similar duration,

o comparable regulatory structures,

o greater growth optionality,

o less crowding.

This is risk redistribution, not risk expansion.

Table 1. What Africa Replaces in Institutional Portfolios
Portfolio Component

Boliollo Redced Replaced by Africa Portfolio Impact
Component Exposure
OECD Core _>-3% Corridor-Based Lower correlation;
Infrastructure Infrastructure restored duration
Compressed Green Industrial l".mmVEd, L33
-1-2% without yield
Renewables Assets .
compression
Correlated Trade & Industrial REElvEeE q
et} -1% ] geographic
Logistics Corridors .
concentration

lllustrative re-weighting within existing real-asset allocations
shows how Africa replaces crowded and increasingly correlated
exposures. The shift improves diversification and duration without
increasing overall portfolio risk or leverage.

3. Compressed Transition Assets
In several markets, energy-transition assets now exhibit:
o yield compression driven by excess demand,
e permitting and grid constraints,
e rising political and social risk.
Africa absorbs marginal allocation pressure arising from saturated
OECD infrastructure by offering:
o returns remain infrastructure-grade,
e capacity constraints are lower,
o real-economy demand is stronger.

PAGE 21

lllustrative Return Bands — IC Reference (Non-Forecast)

The allocation framework described in this paper is return-
agnostic. However, investment committees require indicative return
bands to assess allocability, relative value, and opportunity cost.

The ranges below are illustrative, not forecasts, and are intended
solely to anchor portfolio-construction discussion:

Base-case corridor platform IRR (levered): 11-15%.

Brownfield corridor assets: 9-12%.

o Greenfield corridor assets (early phase): 13-18% (with J-curve in
early years).

o Indicative spread vs OECD core infrastructure: +300-600 bps.

e Target DSCR bands for benchmark eligibility: 21.60x (core),

1.35-1.59x (IG-eligible).

These bands reflect the combined effects of corridor pooling,
regulated cash-flow mechanics, FX buffering, and governance
discipline under IIPP structures.

Actual returns depend on asset mix, tariff regimes, capital
structure, FX management, and execution quality. Nothing in this
framework constitutes a return guarantee.

4. Correlated Logistics and Digital Assets

Global logistics hubs and digital infrastructure have become:
e increasingly correlated,
o exposed to the same geopolitical and supply-chain risks,
o sensitive fo identical regulatory regimes.

Africa’s logistics, ports, corridors, and data infrastructure:
o serve different demand basins,
e anchor new supply chains,
e reduce geographic concentration.

5. What Africa Does Not Replace
Africa does not replace:
o liquidity buffers,
e core government bonds,
o short-duration defensive assets.
It replaces marginal real-asset exposure where risk-adjusted
returns are declining.

Liquidity Premium (Clarification)

Infrastructure assets are structurally illiquid, and corridor platforms
in emerging markets carry an additional liquidity premium relative
to OECD core infrastructure. Institutional allocability therefore,
requires a return premium sufficient to compensate for duration,
exit friction, and valuation dispersion.

Corridor pooling, benchmark eligibility, and anchor-led platforms
improve liquidity at portfolio level, but do not eliminate illiquidity at
asset level. The framework assumes liquidity is priced, not wished
away.

6. The Re-Weighting Logic

At portfolio level, the shift is incremental and disciplined:
o pilot exposure,
o platform-level scaling,
o corridor diversification.

This is how institutional capital has historically adopted:
e emerging infrastructure markets,
o regulated utilities,
o global logistics platforms.

7. Allocation Discipline
The key discipline is not how much Africa to allocate — but what it
displaces.

When framed this way, Africa ceases to be:
e an emotional decision,
e a political gesture,
e ora thematic bet.

It becomes portfolio maintenance.
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This section illustrates how Africa enters a global
pension portfolio without increasing overall risk,
leverage, or complexity.

The purpose is not precision, but decision clarity.

Figure 3. Model Portfolio Re-Weighting: Before and After Africa
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lllustrative re-weighting within existing private market allocations
shows how Africa corridor-based infrastructure replaces a portion of
saturated OECD infrastructure without increasing total portfolio risk.
The shift improves duration, diversification, and real-economy
exposure while preserving overall portfolio structure.

lllustrative Correlation & Volatility Anchors (IC Framing)
Claims of diversification and portfolio benefit require anchoring to
observed correlation and volatility dynamics.

While comprehensive corridor-level data is still emerging, historical
proxies from global infrastructure, EM infrastructure, and
regulated utility portfolios provide directional guidance:

+ Correlation vs OECD core infrastructure: low to moderate

+ Correlation vs EM equities: materially lower

» Correlation vs commodities: episodic, corridor-specific

+ Cash-flow volatility (corridor-pooled assets): materially lower
than project-level volatility

+ Cash-flow volatility vs global listed infrastructure: comparable
where tariff reset and FX buffering mechanisms exist

These anchors are intended for portfolio construction framing, not
asset-level underwriting. The framework’s objective is to
structurally compress volatility through corridor aggregation and
governance design rather than assume diversification benefits ex
ante.

1. Baseline Portfolio (lllustrative)
A typical large defined-benefit or hybrid pension portfolio today
resembles:
o Public Equities: 40-50%
o Fixed Income (Gov + IG Credit): 25-35%
o Private Markets (Infra, PE, RE): 15-25%
o Alternatives / Diversifiers: 5-10%
Within private infrastructure, Africa exposure is typically:
o <1%, often indirect or incidental.

2. The Constraint the Pension Faces
Pension ClOs increasingly face:
o insufficient long-duration assets,
o declining marginal returns in core infrastructure,
e rising correlation between equity and infrastructure during
stress.
The problem is not risk appetite.
It is asset scarcity.

3. Africa-Inclusive Portfolio (Phased)
An Africa-inclusive re-weighting occurs within existing private
market allocations, not on top of them.

lllustrative shift over 5-7 years:
e Reduce:
o OECD core infrastructure: -2 to -3%
e Increase:
o Africa corridor-based infrastructure: +2 to +3%
No change to:
o total private market exposure,
o liquidity profile,
o liability matching assumptions.

4. What Changes at Portfolio Level
Duration
o Average asset life increases due to:
o greenfield-to-operating transitions,
o concession lengths,
o demand-driven growth.
Diversification
e Exposure drivers shift from:
o regulated price caps,
o replacement cycles,
o to:
o system build-out,
o consumption and export demand.
Correlation
o Africa-linked assets respond differently to:
o OECD inflation shocks,
o political cycles,
o energy-price volatility.

5. Risk Profile (Reclassified)

Under corridor aggregation and IIPP governance:

e project risk = portfolio risk,

e country risk = system risk,

o FXrisk = managed exposure.

This allows pensions to classify Africa exposure as:
Long-duration real assets with differentiated drivers—not
speculative EM risk.

6. Return Integrity
Expected return bands remain consistent with:
o infrastructure equity,
. |ong—ferm concessions,
o regulated asset frameworks.
Africa’s contribution is not yield chasing—it is return preservation
through diversification and duration.

7.1C Takeaway

For global pensions, Africa enters the portfolio the same way
infrastructure once did: cautiously, structurally, and then
permanently.

The next section shows how the logic differs — and deepens — for

sovereign wealth funds.
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Sovereign wealth funds allocate with a longer
horizon and a broader mandate than most
institutional investors. Their objective is not only
return, but intergenerational balance-sheet
resilience.

This section explains why Africa holds distinct
strategic relevance for SWFs.

1. The SWF Allocation Mandate
Most SWFs seek to:
o preserve real value across generations,
e hedge geopolitical and supply-chain risk,
e secure long-duration, system-stabilising assets,
e maintain optionality in a multipolar world.
Africa aligns with each of these objectives.

2. Africa as a Strategic, Not Tactical, Exposure
For SWFs, Africa is not an opportunistic allocation.
It is a strategic geography.
Key attributes include:
e exposure to future-critical supply chains,
o access to underbuilt infrastructure systems,
o demand growth anchored in demographics and urbanisation,
e capacity to host energy, industrial, and digital systems at

scale.

This positions Africa as a long-cycle anchor, not a swing exposure.

3. Portfolio Re-Weighting Logic
SWFs typically rebalance Africa exposure by:
o reducing overexposure to mature infrastructure,
e trimming crowded private equity in saturated markets,

e reallocating from correlated logistics or renewables platforms.

Africa exposure is layered across:
e infrastructure,
e industrial platforms,
e corridor-linked real assets.

4. Risk and Sovereignty Alignment
SWFs value:
e governance clarity,
o durability of rules,
o sovereign alignment with host states.
IIPP-based corridor structures provide:
e long-term policy stability,
o predictable risk allocation,
o alignment between capital and state objectives.
This reduces the risk of political reversal — a key SWF concern.

5. Geopolitical Optionality
Africa offers SWFs:
o diversification away from great-power concentration,
e participation in supply chains without dependency on a single
bloc,
e exposure to non-aligned growth corridors.
This optionality is increasingly valuable in a fragmented global
system.

6. Capital Absorption Without Crowding
Because Africa remains undercapitalised:
e SWFs can deploy large tickets,
o without crowding peers,
o and without compressing returns.
This is rare in today’s markets.

7. SWF Takeaway

For sovereign wealth funds, Africa is not just investable — it is
balance-sheet relevant.

It strengthens:

e long-term return potential,

o geopolitical resilience,

o and intergenerational optionality.
The next section examines Africa’s role from the perspective of
insurance balance sheets, where duration and capital treatment
dominate.
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If Africa is treated as a structural allocation rather
than a thematic exposure, the primary changes
occur at IC level, not at asset-manager level.

This section sets out the specific governance shifts
required.

1. From Country Risk to System Risk
Historically, Africa exposure was evaluated through:
e country-by-country risk screens,
o episodic political analysis,
e binary “invest / don't invest” thresholds.
Under corridor aggregation and IIPP governance, ICs must instead
assess:
e system design,
e risk pooling,
o rule durability,
e execution architecture.
This is a classification change, not a tolerance increase.
Figure 5. Risk Reclassification: From Perceived Risk to Governable
Risk.

Risk Reclassification: From Perceived Risk to Governable Risk

Traditional Framing System-Based Framing

= Political Risk —h » Governance Risk

* Country Risk == * System / Corridar Risk
* FX Risk — * Managed FX Exposure
* Project Risk — + Portfalio Risk

Under project-led and country-based framing, African exposure is
treated as political, country, and FX risk. Under corridor
aggregation and IIPP governance, these risks are reclassified into
governable categories—governance risk, system risk, managed FX
exposure, and portfolio risk—aligning Africa with institutional risk
management frameworks.

Figure 6. How Track Record Is Created: From Signal to Scale

How Track Record Is Created: From Signal to Scale

[1C Approvals]
|_in Principle |

Anchor Capital]
Committed J

[ Comidor | | FRatings | [S(ale&]
1 J (Enosnernent L

Track record in new allocation geographies is not waited for—it is
manufactured through credible signals. Anchor capital, IC
approvals, and corridor-level deployment create early validation,
which is amplified through ratings engagement and replicated at
scale.

2. Mandate Language Must Evolve

Most IC mandates implicitly exclude Africa through:
e geography caps,

e EM risk buckets,
o project-level restrictions.

To enable disciplined exposure, ICs should approve:
o explicit eligibility for system-level African assets,
e corridor-based investment definitions,

e governance-qualified platforms rather than countries.

This preserves control while enabling scale.

3. Risk Budget Re-Allocation

Africa exposure should draw risk budget from:

o saturated infrastructure,

e correlated transition assets,
o late-cycle private equity.

It should not draw from:

o liquidity buffers,

o defensive fixed income,

o short-duration assets.

This ensures portfolio risk remains constant while composition

improves.

4. Delegation Rules Tighten, Not Loosen
Contrary to perception, Africa exposure requires more discipline,
not less.
ICs should require:

o standardised IIPP legal frameworks,

o corridor-level aggregation,

o FX and ratings pathways defined at entry,

e domestic anchor capital participation.
This raises governance standards above many existing allocations.
5. Phased Authority, Not Binary Approval
ICs rarely approve large allocations at once.
A disciplined Africa pathway includes:

1. pilot exposure,

2.performance validation,

3.controlled scaling.
This mirrors how ICs historically adopted:

e infrastructure,

o private credit,

o renewables.
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Insurance balance sheets are governed by a single
dominant constraint:

long-dated, predictable liabilities must be
matched with long-dated, predictable assets.

This section explains why Africa increasingly solves
a problem insurers struggle to address elsewhere.

1. The Insurance Asset-Liability Challenge

Life insurers and annuity writers require assets that provide:
o stable, contract-backed cash flows,

o long duration (15-30 years),

o low volatility,

o regulatory and capital efficiency.

Yet the supply of such assets in traditional markets is tightening.

2. Duration Scarcity in Core Markets
In OECD markets:
o regulated utilities are fully priced,
e infrastructure concessions are short-dated or capped,
e competition compresses spreads,
e duration extension comes at a cost.
This forces insurers toward:
e lower returns, or

e higher complexity and risk.

3. Africa’s Structural Duration Advantage
Africa’s infrastructure and industrial systems naturally generate:
e long-dated concessions,
e availability payments,
e sovereign or utility-backed offtake contracts,
e regulated asset base (RAB)-style frameworks.

Duration is not engineered through leverage —
it is embedded in unmet real-economy demand.

4. Capital Treatment and Risk Classification
When structured under:
e |IPP governance,
e corridor-level aggregation,
o FX risk mitigation frameworks,
African assets can be classified as:
Infrastructure or long-term contractual assets, not speculative
emerging-market exposure.

This improves:
o solvency capital treatment,
e rating-agency perception,
e internal risk scoring.

5. Cash-Flow Predictability
Insurance portfolios prioritise:
o predictability over upside,
o stability over optionality.
Africa’s essential-service assets — power, water, transport, digital
infrastructure — offer:
o regulated or contracted revenues,
o demand inelasticity,
o inflation-linked pricing structures.
These features align directly with annuity liabilities.

6. Portfolio Impact
Africa exposure allows insurers to:

e extend asset duration,

e reduce reinvestment risk,

o diversify geographic exposure,

e maintain return targets without increasing leverage.
Importantly, this is achieved within existing infrastructure buckets.

7. Insurance Takeaway

For insurers, Africa is not a return enhancer — it is a duration
stabiliser. It restores balance between liabilities and assets in
portfolios increasingly strained by duration scarcity.

The next section addresses what must change at Investment
Committee level to enable this shift.

Table 5. How Different Investors Use Africa

Investor Type Core Objective What Africa Solves

Duration,
diversification, real-
economy linkage

Long-term return +

gensicnibunce liability matching

Sovereign Intergeneratlopgl Supply-ghaln Strategic corridor
value + geopolitical optionality, scale,
Wealth Funds - exposure
resilience system control
Insurers / Predictable long- Embedded duration, Infrastructure-grade
Annuities dated cash flows contracted revenues ALM assets

Africa’s relevance varies by investor type, but the allocation logic
is consistent: system-level exposure delivers duration,
diversification, and scale without altering fiduciary discipline.

Allocation Logic

Re-weighting within
private infrastructure
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6. Monitoring Shifts from Headlines to Metrics
IC oversight should focus on:

e corridor KPls,

o cash-flow performance,

e ratings migration,

o FX stability,

e governance compliance.

This reduces noise and improves accountability.

7.1C Takeaway

Africa does not require ICs to take more risk.

It requires them to govern risk differently.

The next section explains how sovereigns must act differently to

become allocatable under this framework.

Table 3. Fiduciary Fit & Investment Committee Assurance Matrix

Fiduciary Institutional . IC Assurance
Requirement Standard QlilcaiEElenpBasac) Outcome
Duration 15-30 year 20-30 year concessions / V Liability-
Matching assets offtake-backed assets aligned
Cash-Flow Eeorltl;atr;tded or Availability payments / v Predictable
Predictability e regulated tariffs income
revenues
Risk Governable and Governance, system, v IC-
Classification monitorable portfolio risk governable
Diversification Low correlation Distinct demand & supply v Correlation
to OECD assets drivers benefit
Capital IEEERERS) Infra-grade structures v Capital-
long-term asset oy
Treatment s under IIPP efficient
eligibility
Scale & Ability to deploy Corridor aggregation & v Scalable
Replication at scale replication logic allocation

This matrix maps Africa’s system-based investment structures
against core fiduciary and investment committee requirements. The
comparison demonstrates that Africa’s allocatability rests on
governance and structure rather than risk tolerance or

concessionary assumptions.
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GREY SWAN RISK nvestment
& ALLOCATION Committee Briefing
RESILIENCE

What the IC Needs to Know

Executive Summary These risks are not predictions. They are plausibilities markets have
chosen not to price.
Grey swan risks—low-probability, high-impact events that are

imaginable but excluded from base-case scenarios—are now Key IC Insight
allocation-relevant. Energy sovereignty shocks, capital coercion, The fiduciary risk is not that grey swans occur, but that portfolios
and regulatory pressure have moved from remote tail risks into are constructed as if they cannot.

structural regime risks that are insufficiently priced by benchmarks
and standard risk models. What This Means for Allocation & Benchmarks

Why Benchmarks Under-Price Grey Swans

The Allocation Moment argues that portfolio fragility today comes Most global benchmarks embed four assumptions:
less from volatility and more from hidden assumptions: neutrality of 1. Energy inputs remain tradable and apolitical
energy, capital, and regulation. CA-aligned allocations reduce this 2. Capital flows remain neutral

fragility without sacrificing return. 3. Regulation is stable and exogenous

4. Liquidity persists under stress
What Is a Grey Swan (IC Definition) Grey swans break these assumptions simultaneously.
Grey swans are:
* Imaginable, not unknowable, Figure GS-1: Grey Swan Transmission to Portfolio Outcomes
* Historically grounded, not theoretical,
* Outside consensus, therefore under-priced. Figure G5-1: Grey Swan Transmission to Portfolio Outcomes
They differ from:
* Black swans (unforeseeable), P T S — L
* Tail risks (modelled but dismissed as negligible). femmtiany RARIE Myt (Laoged) -

Grey swans matter because they cause non-linear repricing, not B e e st

= Reweighting afoes repricing ,.)‘I Fracking avror spike

:&Pmmmls late
R Correlatioes comeige N\

incremental volatility. (R rttom e e

%mt\lﬂrl

Why Grey Swans Now Matter (2025-2035)
Three shifts elevate grey swans into the allocation frame:

Figure GS-1illustrates how grey swan shocks transmit through

1.Geopoliticisation of Inputs - Energy, capital, technology, and implicit benchmark assumptions into realised portfolio outcomes.
regulation are now tools of leverage. Benchmarks respond only after repricing, causing tracking-error
2.Global Regime Shift - Markets are moving from efficiency — spikes and persistent relative underperformance.

resilience; openness — optionality.
3.Model Blind Spots - Strategic asset allocation assumes stable Table GS-2 Mapping Grey Swans to Tracking-Error Risk

rules, neutral capital, and benign regulation.
Benchmark

Assumption Tracking-Error Effect

Grey Swan Shock

Grey swans exploit these assumptions.

Three Grey Swan Categories Relevant to the Portfolio ) )
. o Energy Global energy priced Inflation, FX, sector
1. Energy Sovereignty Shock - Repricing of energy dependence. sovereignty shock by cost curves divergence

Impact: inflation volatility, FX stress, fiscal pressure.

Benchmark reprices faster

2. Capital Coercion Risk - Capital access becomes conditional. Capital coercion Capital neutrality than portfolio
Impact: sudden risk-premium expansion, funding-cost spikes.

Regulatory e Forced reweighting, delayed
3. Regulatory Pressure Shock - Domestic regulation becomes pressure SN AR response
contested terrain.
Impact: asset reclassification, legal and compliance repricing. Persistent relative

Regime shift Mean reversion

underperformance

Result: passive exposure embeds hidden active risk.
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False Comfort of “Benchmark Neutrality”

* Benchmarks reprice after the shock, not before it.
« Passive allocations become reactive, not neutral.
« Tracking error spikes after losses are realised.

This is not diversification failure—it is assumption failure.

How Consequential Africa-Aligned Allocations Reduce Tracking
Error

CA-aligned assets exhibit five properties:

1. Local demand anchoring

2. Reduced FX mismatch

3. Long-duration cash flows

4. Lower dependence on external inputs

5. Regulatory optionality

These dampen drawdowns, reduce forced selling, and stabilise
relative performance—without forecasting grey swans.

IC Decision Guidance

Committees should ask:

* Where do we assume neutrality that may no longer exist?
» Which benchmark exposures fail under sovereignty stress?
* Where does passive exposure hide active risk?

* Which allocations improve resilience without lowering expected
return?

Conclusion
Grey swans are no longer tail risks; they are imaginable, under-
priced regime risks. Portfolios that ignore them embed hidden

tracking-error exposure at precisely the wrong moment.

Figure A-2 — Allocation Moment Architecture (lllustrative Drill-
Down of Figure A-1)

Hirwe syt g

transkate into benchmark-driven capital flows (llustrative, Non-Fosecast)

System Pressure Portfolio it | Mechanical
Conseguence R Allseation

+ Cagital sewking

scabe & duration

it how structural system o

and rebatancing processs

Figure A-2 — Allocation Moment Architecture (lllustrative Drill-
Down of Figure A-1)

PAGE 28
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BENCHMARK
This page documents, in purely mechanical terms,
how newly eligible corridor-level infrastructure
MECHANIC S & platforms transition from bespoke exposures into
benchmark-referenced portfolios. It describes

ALLOCATION oo
CONSEQUENCE

Figure BM-1: Mechanical Pathway from Eligibility to Benchmark Allocation (Drill-Down of Figure A-1)

Figure BM-1: Mechanical Pathway from Eligibility to Benchmark Allocation (liiustrative, Non-Forecast)

Eligibility & Consultant Benchmark Portfolio
Classification Model Inclusion Recognition Consequence

» Contracted Cash Flows # Classified in Infrastructure / * Index Eligibility ® Passive & Quasi-Passive Flows
Real-Asset Universes iquidi
» Ring-Fenced SPV Governance & Loy sty rowth + Active Rebalancing
« Ratings Visibility * o introduced via Active Strategies » + Expansion of Reference Set ‘ = Nob-AllGtion
# Managed for Tracking Ervor as Active Deviation

& FX Mitigation /
Hard Curréncy Linkage

This schematic illustrates the standard sequence through which newly eligible assets enter benchmark-referenced portfolios.

It is illustrative and non-forecast, and does not imply allecation levels or timing.

This figure shows the benchmark, consultant, and rebalancing mechanics that operationalise the allocation arc shown in Figure A-1.

IC Implication

Once benchmark eligibility thresholds are crossed, capital flows follow through consultant models, benchmark mechanics, and
portfolio rebalancing—rendering sustained non-allocation an active portfolio position (via tracking-error and benchmark-relative
exposure) rather than a neutral choice.”

This sequence reflects standard benchmark inclusion dynamics observed in global infrastructure indices (e.g., MSCI, FTSE Russell,
S&P Dow Jones).”

Disclaimer: This material is descriptive, not prescriptive. It does not constitute an allocation recommendation, forecast, mandate,
or policy directive, and does not imply required allocation levels or implementation timing.
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I I O ‘ N / AI I O( :A' I 'ORS Allocators do not allocate to stories, reforms,
or intentions. They allocate to systems that

ACTUALLY
ALLOCATE TO
COUNTRIES

can absorb capital predictably.

This section clarifies the practical criteria
global allocators use — often implicitly —
when deciding whether a country or region
is allocatable at scale.

1. Allocation Is System-Based, Not Country-Based
Contrary to popular belief, most institutional capital does not
allocate country by country.
It allocates through:

o platforms,

e asset classes,

e legal and governance systems,

o repeatable investment structures.
Countries that fail to translate opportunity into system-level
exposure remain under-allocated regardless of potential.

2. The Five Allocator Filters
Allocators apply five non-negotiable filters before capital flows:
1.Governance Durability
2. Are rules stable across political cycles?
3.Risk Pooling
4. |s exposure diversified at portfolio or corridor level?
5.Cash-Flow Visibility
8. Are revenues contracted, regulated, or structurally linked to
demand?
7.Capital Stack Clarity
8. Is risk explicitly allocated across equity, mezzanine, debt, FX?
9.Exit and Continuity
10. Can assets be refinanced, transferred, or held through cycles?
Countries that meet these filters attract capital — those that do
not, do not.

3. Why Projects Are Insufficient

Even strong projects fail to attract scale when:
o they are bespoke,
e governance is renegotiated each time,
o risk allocation is inconsistent.

Allocators cannot underwrite ad-hocism.

They underwrite repeatability.

Figure 4. From Project to System: How Capital Becomes
Allocatable

SYSTEM-LED MODEL
e corridor platforms
¢ adhoc PPPs

¢ |IPP governance
o bilateral deals e pooled risk

e fragmented risk e standardised rules
¢ |ow scalability e scalable allocation

PROJECT-LED MODEL

Traditional project-led and bespoke PPP approaches fragment risk
and prevent scale. System-led corridor platforms governed
through Institutional Investor-Public Partnerships (IIPPs) replace
ad-hoc negotiation with pooled risk, standardised rules, and
repeatable allocation logic.

4. The Role of Corridors

Corridors solve the allocation problem by:
e aggregating assets across sectors and borders,
e pooling demand and cash flows,
o standardising governance and contracts.

To allocators, corridors are:

the minimum viable unit of scale.

5. The Sovereign’s Real Job
For sovereigns, the task is not to “attract investors.”
It is to:
e standardise rules,
o anchor domestic capital,
e commit to governance durability,
o align fiscal, legal, and ratings strategy.
This transforms the country from interesting to allocatable.

6. The Cost of Misunderstanding Allocation
Sovereigns that focus on:

e roadshows,

o promotional deals,

o bespoke incentives,
often experience repeated disappointment.
Capital responds to structure, not persuasion.

7. Allocator Takeaway

Countries do not compete for capital.

Systems do.

The next section sets out a practical Sovereign Readiness Index —
a 12-24 month pathway from intent to allocation.
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Most sovereigns believe they are closer to
allocation than they actually are. Allocators
disagree — quietly and consistently.

This section defines a clear, time-bound
pathway that moves a sovereign from

interest to allocatable within 12-24 months.

TO ALLOCATION

1. What “Allocatable” Means
A sovereign is allocatable when:

capital can enter at scale,

under standardised rules,

without bespoke negotiation,

with predictable governance and exit pathways.

This is a binary threshold, not a gradient.

2. The Sovereign Readiness Index (SRI)

The SRI assesses readiness across six dimensions allocators
actually use:

1.) Institutional Architecture

2.)

3)

Dedicated IIPP unit or platform

Clear authority across ministries
Corridor-level governance vehicle
Domestic Anchor Capital

Pension or SWF participation

Explicit anchoring role (not subsidy)
Signalling alignment to global allocators
Legal & Contract Standardisation

Model concession and offtake agreements
Dispute resolution clarity

Protection across political cycles

Ratings & Macro Strategy

Active ratings engagement plan
Corridor-level credit logic

FX management framework

Capital Stack Readiness

Equity, mezzanine, and debt clearly defined
Risk explicitly allocated

No reliance on undefined “blended finance”.

6.) Execution Capacity

Project preparation at corridor level
Procurement discipline
Performance monitoring capability

Failure in any one dimension prevents scale.

Table 2. Sovereign Readiness Index (12-24 Month
Allocability Checklist)

R?adlne:ss Eorent 12-24 Month Action Allocator Impact
Dimension Status
Institutional Establish IIPP platform /

Architecture

D corridor authority Eligibility for scale

Domestic Anchor

Pension/SWF anchor Kl sl

Capital lcommitment
A q
Legal & Contract Gl mpdel Reduced execution
R ] concessions & offtake .
Standardisation risk
contracts

Ratings & Macro

Engage ratings agencies . A
o 8ag 85 ageNncles ) ; ver risk premium

Strategy with corridor logic

Capital Stack Define equity, debt, FX . .

Readiness B mitigation [ IR R LT
" . Corridor-level project  |Deployment

ExScuticnCapacylld preparation & PMI confidence

The Sovereign Readiness Index sets out the minimum conditions
required for a country or corridor to become allocatable at scale.
Failure in any single dimension prevents sustained institutional
capital deployment, regardless of opportunity size or reform intent.

3. The 12-24 Month Readiness Pathway
Months 0-6
o Establish IIPP platform
o Designate domestic anchor capital
o Select priority corridor(s),
Months 6-12
o Standardise contracts
e Engage ratings agencies
o Prepare initial capital stacks
Months 12-24
e Anchor commitments
e |C approvals in principle
o First corridor-level deployment.
This timeline is realistic and repeatable.

4. What Sovereigns Commonly Get Wrong
Sovereigns often over-invest in:
e marketing,
e investor conferences,
e bespoke incentives.
Allocators value none of these without system readiness.

5. Readiness Is a Choice
No sovereign is “too small” or “too early.” But many are unprepared
by design.
Readiness reflects:
e political discipline,
o institutional coordination,
o respect for capital rules.

6. Sovereign Takeaway

Capital does not reward ambition. It rewards readiness.

The next section defines-how Finance Ministries must change their
role to make readiness durable.
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I I ‘I I E NE‘ N 7 RO I E Under the Consequential Africa framework,

Finance Ministries move from being deal

OF FINAN( : I ‘: approvers to becoming system architects of

allocation.

MINISTRIES This shift is decisive.

1. From Project Approval to Capital System Design When domestic capital commits under the same rules as global
Traditionally, Finance Ministries have focused on: capital, confidence accelerates.

o approving individual projects,
5. What Finance Ministries Must Stop Doing

» negotiating bespoke PPPs,
To unlock allocation, Ministries must cease:

e managing fiscal exposure deal by deal.
ging P Y e ad-hoc tax incentives,

o bilateral deal-making,
e one-off guarantees,
o corridor-level investment systems, e opaque negotiations.

This approach fragments risk and deters scale.

Under an allocation-led model, Ministries instead design:

o repeatable capital structures, These practices destroy repeatability.

o durable rules that outlast administrations.
6. What They Must Start Doing

2. Budgeting by Corridor, Not by Project Fmonceg’\inc;sst mTS; insfead:k
i i /
Allocators do not think in projects; they think in portfolios. * standardise fega roméw?r As
e enforce procurement discipline,

Finance Ministries must therefore: ) :
e protect investor rights across cycles,

o align public investment plans to corridors, o monitor corridor performance transparently.
e budget enabling infrastructure collectively, This builds trust — the rarest asset in capital markets.
o coordinate across transport, energy, industry, and trade.

Corridor budgeting creates: 7. Ministry Takeaway

o scale, Finance Ministries no longer compete for projects. They compete to

design allocatable systems.

o predictability,
The next section shows how allocation actually begins—through early,

* ond institutional legibility. credible signals that markets recognise.
3. Ratings Strategy Is Capital Strategy
Credit ratings are not passive outcomes.
They are shaped by:
e policy coherence,
o fiscal transparency,
o investment system design.
Finance Ministries must:
e engage ratings agencies early,
o present corridor aggregation logic,
o demonstrate governance durability and risk pooling.

This reframes Africa from country risk to system exposure.

4. Domestic Capital as Signal, Not Subsidy
Domestic pensions and sovereign funds should not be used to:
o fill gaps,
o lower returns,
o absorb excess risk.
Their role is to:
o anchor credibility,
o signal alignment,

o catalyse scale.
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Capital does not wait for perfection.

It waits for signals it recognises.

This section explains what constitutes a real
allocation signal—and how track record is created

systemically, not retrospectively.

1. What Counts as an Allocation Signal

Allocators respond to signals that indicate irreversibility. These

include:

o anchor commitments by credible institutions,

o |C approvals in principle,

o corridor-level capital stack closure (even partial),

o ratings agency engagement with defined pathways,

o legally binding governance frameworks in force.

Press releases do not qualify. MOUs alone do not qualify.

Signals must change the probability of scale.

Figure 6. How Track Record Is Created: From Signal to Scale

[Aneror Capital)

[iC Approvals]
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| Engagement | Replication

Track record in new allocation geographies is not waited for—it

is manufactured through credible signals. Anchor capital, IC

approvals, and corridor-level deployment create early

validation, which is amplified through ratings engagement and

replicated at scale.

2. Anchor Capital Is the First Signal

The most powerful early signal is domestic anchor capital

committed under institutional terms.

When African pensions or sovereign funds allocate:

e at market returns,

e under standardised governance,

o alongside global partners,

they validate:

o political durability,

o alignment of incentives,

o confidence in system design.

Global capital follows anchors—not narratives.

Table 4. Allocation Signals That Matter (What Moves Markets)

Signal

Domestic anchor capital
commitment

What It Demonstrates

Alignment of sovereign
incentives and durability of rules

Market / Allocator Reaction

Crowding-in of global capital

Investment Committee
approval in principle

Mandate eligibility and strategic
intent

Diligence resources unlocked

Corridor-level capital
stack defined

Underwriting clarity and risk
allocation

Risk premium compression

Ratings agency
engagement pathway

Credit logic and capital
treatment visibility

Lower perceived
sovereign/system risk

Standardised IIPP legal
framework enacted

Governance durability across
cycles

Scale readiness and replication

Markets respond to signals that change the probability of scale

and durability. These signals—not announcements or roadshows

—determine when capital begins to move and when early

allocations become self-reinforcing.

Anchor Signal (Indicative, Anonymised)

In 2024-2025, multiple large asset owners—including an African
pension fund with assets exceeding USD 10 billion and a non-African
sovereign wealth fund—approved in-principle mandates to evaluate
corridor-based African infrastructure platforms under system-level
governance criteria.

These approvals were not project-specific and did not rely on
concessional capital. They authorised diligence on repeatable
corridor structures, domestic anchor participation, and IIPP-governed
risk allocation. While deployment remains phased, the approvals
themselves constituted the decisive market signal: Africa was
assessed as allocatable at system level, not merely investable at
project level.

3. IC Approvals Matter More Than Closings
For large allocators, IC approval is the true commitment point.
An IC approval:
e authorises mandate use,
o unlocks diligence resources,
e signals strategic intent.
Closings follow later.
Marets price approvals immediately.

4. Ratings Engagement as Signal Amplifier
Early engagement with ratings agencies:
o reframes exposure from country risk to system risk,
o clarifies capital treatment,
o reduces uncertainty premiums.
Even without immediate upgrades, structured engagement signals
seriousness and lowers perceived execution risk.

5. How Track Record Is Manufactured (Not Waited For)
Africa cannot wait decades to accumulate history.
Track record is created by:
o standardising structures,
e replicating governance,
e aggregating performance across corridors,
o reporting transparently.
This allows:
o early assets to validate later ones,
o performance to compound institutionally.

6. Why Speed Matters
Once credible signals appear:
o capital moves quickly,
o follow-on allocations accelerate,
o early participants gain preferred positioning.
Delay shifts sovereigns from agenda-setters to price-takers.

7. Allocation Signal Takeaway
Markets move on credibility, not completion. The first signal matters
more than the first closing.

The next section explains why, beyond opportunity cost, non-
allocation itself is becoming a material risk.
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For decades, under-allocation to Africa was
treated as prudent caution.

That assumption is now eroding.

This section explains why non-allocation is
increasingly a source of portfolio risk, not a neutral

default.

Figure 7. When Non-Allocation Becomes the Risk
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Early allocation carries initial execution and learning risk, which
declines as systems mature and track record forms. By contrast,
prolonged non-allocation increases concentration, transition,

and duration risk over time. The fiduciary risk profile reverses as

Africa becomes structurally allocatable.

1. Concentration Risk Is No Longer Abstract
Institutional portfolios are increasingly concentrated in:
o the same geographies,
e the same infrastructure assets,
o the same transition pathways.
This concentration magnifies exposure to:
o regulatory shifts,
o political cycles,
o climate and supply-chain disruptions.
Africa’s absence from portfolios is no longer invisible — it is

measurable.

2. Transition Risk Is Geographically Skewed
The global transition depends on:
e critical minerals,
e renewable basins,
e land, water, and nature sinks,
e new industrial capacity.
Africa is central to each.
Portfolios that exclude Africa indirectly increase exposure to:
o supply bottlenecks,
o geopolitical leverage by a few regions,
o volatility in transition-linked assets elsewhere.

This is systemic risk by omission.

3. Duration Mismatch Is Worsening

As long-duration assets become scarcer in traditional markets:
e reinvestment risk rises,
o liability matching weakens,

o portfolio resilience declines.

Africa offers duration where it is structurally required, not artificially
manufactured. Ignoring that capacity increases long-term balance-
sheet strain.

4.Fiduciary Duty Is About Risk Management, Not Familiarity
Fiduciary duty does not require investing only where history is long.
It requires managing foreseeable risk. As Africa’s allocatability
increases:

o continued exclusion requires justification,

e benchmarks evolve,

e peer practices shift.
Over time, non-allocation becomes a governance question.

5. The Quiet Shift in Consultant Logic

Consultants increasingly assess:

o diversification quality,

e concentration exposure,

o systemic transition risk.
As Africa becomes institutionally legible, its absence is noted — even
if quietly. This shift rarely appears in headlines. It appears in risk
memos.

6. The Risk Asymmetry
Allocating early carries:
e execution risk,
e learning cost.
Not allocating carries:
e concentration risk,
e missed duration,
o structural exposure to crowded assets.
The asymmetry is changing — rapidly.

7. Fiduciary Takeaway

The greatest long-term risk is not entering Africa too early.

It is entering too late — after portfolios have already absorbed
avoidable concentration and transitionrisk.
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Every structural shift in global capital markets
passes through a brief window when logic
changes before behaviour does.

This report argues that Africa is now in that

window.

Figure 8. The Allocation Moment

The Allecation Moment

—— Early Alocation Risk
— orrAllocation Risk

Fortfolio: Risk

As institutional systems mature, early allocation risk declines

while the risk of continued non-allocation rises due to

concentration, transition exposure, and duration scarcity. The

intersection marks the Allocation Moment—the point at which

delaying allocation becomes the higher fiduciary risk.

1. What Has Actually Changed
Africa has not suddenly become “less risky.”
What has changed is the structure through which risk is
governed.
o Projects have been replaced by systems.
o Bilateral deals have been replaced by rules.
o Fragmentation has been replaced by corridors.

o Narrative has been replaced by portfolio logic.

These changes alter the allocation equation, not the story.

2. The Sequence Matters
Institutional capital never moves all at once.
It moves in sequence:

1.doctrine becomes credible,

2.systems become legible,

3.anchors commit,

4.portfolios re-weight.

Consequential Africa established the doctrine and the system.

This report identifies the moment when re-weighting begins.

3. Why This Is Not Cyclical
This is not a commodity upswing, a political cycle, or a
development push.
It is driven by:
o capital saturation elsewhere,
o duration scarcity,
e systemic concentration risk,
o the physical constraints of the global transition.

These forces are structural and persistent.

4. What Happens Next
Over the next decade:
o Africa moves from optional to strategic,
o corridor systems become standard allocation units,
o domestic African capital sets the pace,
o global portfolios follow.
The shift will appear gradual.
Its impact will be decisive.

5. The Quiet Decision Facing Allocators

Every allocator will confront the same question:

Do we wait until Africa is fully proven — or do we participate in
proving it?

History suggests that the largest, most resilient positions are taken
before consensus, not after it.

6. The Decision Facing Sovereigns

For sovereigns, the choice is equally stark:

Do we continue to compete for attention — or do we design systems
that compel allocation?

Only the latter creates durable access to capital.

7. Final Takeaway
The implication for institutional portfolios is no longer whether Africa
becomes allocatable, but when—and at what price.

Structural capital saturation, duration scarcity, and correlation risk
leave allocators with only three options: accept lower returns,
accept higher systemic risk, or expand the investable universe.

The first two steadily erode portfolio resilience.

The third leads, by process of elimination rather than preference, to
Africa.

As corridor-scale systems mature and benchmarks adjust, non-
allocation will cease to be neutral and instead register as an active
deviation from global portfolio reality.


https://www.africainvestor.com/wp-content/uploads/2026/01/Consequential-Africa-Making-Development-Investable-Framework.pdf
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REFERENCE TOOLKIT
— OPTIONAL FOR
FIRST-PASS READERS

‘ % Benchmark Eligibility Matrix — Illustrative

How corridor-level infrastructure platforms become benchmark-eligible real-

asset systems

BENCHMARK ELIGIBILITY CHECKLIST
llustrative, Consultant-Safe, Mon-Jurisdictional

Use this matrix to assess whether corridor-level infrastructure platforms meet
standard global eligibility criteria for index inclusion and benchmark allocation.

+ Nliustrative and for reference purposes. This table shows consuttant-compatable pass
fiel-criteria for corridor infrastructure benchmark- eligibility, but does not imply specific
allacations forecasts, or recommendations.

FORM & STRUCTURE CORRIDOR A | CORRIDOR B RESULT

SRR ancetiSEE I so e e ICOmUN DN E BASS This matrix shows the standard
+ Bankruptcy-remate legal structure ~ b 4 PASS

T ized jurisdiction \/ s BHeE classification and eligibility criteria

used by consultants, index providers,

STAGE 2 - CASH-FLOW CHARACTERISTICS CORRIDOR A RESULT

and institutional investors to

= Long-duration, contracted revenue PASS

o Casritioow= linked £ riation o Fegtlation A < PASS distinguish allocatable infrastructure

= Multi-offtake or availability-based revenues v v PASS platforms from project- or country-
IF ANY FAIL —+ PROJECT RISK REMAINS

' level exposure. It is descriptive, not
STAGE 3 - GOVERNANCE & RISK VISIBILITY CORRIDOR A RESULT

« Independent fiduciary oversight \/ 5 FAIL prescriptive, and does not imply
s A Slinad eponing il X il allocation levels, timing, or
« Shadow or preliminary credit ratings " »

IF ANY FAIL — INDEX PROVIDERS WILL CLASSIFY investment recommendations.

STAGE 4 - FX & CONVERTIBILITY CORRIDOR A | RESULT

« Hard-currency revenues or FX linkage | PASS
+ Restrictions en convertibility L w FAIL
« FX mismatch hedged or mitigated v 4 » FAIL

IF ANY FAIL — ASSETS REMAIN NON-INDEXABLE

STAGE 5 - SCALABILITY & LIQUIDITY CORRIDOR A RESULT

+ Platform size supports index inclusion PASS
« Multipls projects under SPV platform v » PASS
+ Refinance or secondary sale pathways v 4 ol FAlL

IF ANY FAIL— ELIGIBLE BUT NOT ALLOCATABLE.

FIMNAL CLASSIFICATION 200 MARK-ELIGIBLE - infrastructure Platform
YELLOW WARNING | [l Fx or liquidity constraints remain®

E3 RED FAIL Mot allocable as institutional infrastructure exposure

*Failure in any Stage 1-4 dimension prevents full benchmark elgibiity. LAkikduh™
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THE EXECUTION
ADDENDUM

SECTION 1

DEFINITION OF NEW ALLOCABLE
ASSET CLASSES

Purpose
This section provides the asset-creation and governance
pathways that enable platforms to enter the allocation arc

shown in Figure A-1.

New Allocable Asset Classes

The Allocation Moment requires the formal recognition of four emergent asset classes, each defined by legal form, cashflow logic, and
balance-sheet treatment:
1.Regulated Intangible Infrastructure
2. Sovereign-governed registries, datasets, and rights systems that generate recurring, enforceable cashflows (e.g. cultural IP,
nature registries, digital public infrastructure).
3.Sovereign-Backed Transition Infrastructure
4. Long-duration infrastructure assets aligned to decarbonisation, industrialisation, and resilience, supported by public guarantees,
offtake structures, or policy-anchored revenues.
5.Nature-Linked and Regenerative Yield Assets
6. Assets deriving value from ecosystem services, restoration outcomes, or natural capital stewardship, structured through verified
measurement and enforceable governance.
7.Data and Knowledge Infrastructure Assets
8. National or regional data systems (including Al-training datasets) treated as sovereign infrastructure inputs rather than private
extractive resources.
Each asset class exhibits infrastructure-like characteristics: durability, regulated access, public oversight, and predictable long-term

cashflows.
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THE EXECUTION
ADDENDUM

SECTION 2

ACCOUNTING & RECOGNITION
FRAMEWORK

Purpose
To ensure that new asset classes identified by the Allocation
Moment can be legally recognised, audited, and held by

sovereigns and institutional investors.

Recognition Principles

For an asset to be allocable under the Allocation Moment, it must satisfy the following tests:

o Identifiability: The asset is clearly defined, registered, and separable.

o Control: Rights of use, licensing, or access are governed by a sovereign or regulated authority.

o Future Economic Benefit: The asset produces predictable cashflows through licensing, tariffs, royalties, or
regulated fees.

o Reliable Measurement: Cashflows and risk parameters are observable, auditable, and independently

verifiable.

Accounting Treatment

o |AS 38 / IPSAS 31: Intangible infrastructure assets.
o IFRS 13: Fair-value measurement (primarily Level 3, with transparent valuation models).
o Impairment Testing: Governance, enforcement, or policy failure triggers re-measurement.
This framework allows allocators to treat emergent assets as fiduciary-compliant infrastructure, not speculative

alternatives.
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THE EXECUTION
ADDENDUM

SECTION 3

ISSUER & COUNTERPARTY ARCHITECTURE

Purpose
To clarify who issues, who governs, and who bears risk, eliminating

ambiguity that blocks allocation.

Issuer Typology

Allocable assets under the Allocation Moment may be issued by:

e Sovereigns (Treasuries, Ministries of Finance)
e Quasi-Sovereign Vehicles (national infrastructure authorities, development banks)

o Public-Interest SPVs with statutory mandates and public guarantees.

Counterparty Risk Allocation

Risk is explicitly assigned across four dimensions:

e Policy Risk: Retained or backstopped by the sovereign

o FX Risk: Mitigated through hedging facilities, indexation, or multilateral support
e Operational Risk: Managed by regulated operators

e Enforcement Risk: Anchored in statute, registry governance, and legal recourse

This clarity allows rating agencies, insurers, and consultants to price risk rather than avoid it.
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THE EXECUTION
ADDENDUM

SECTION 4

STANDARD INSTRUMENT BLUEPRINTS

Purpose
To move from asset definition to tradable, priceable instruments.

Core Instrument Templates

1.Sovereign Royalty-Linked Bonds
o Backed by verified infrastructure or IP revenues
o Fixed or floating coupons
o 10-30 year tenor
2.Infrastructure Yield Notes
o Indexed to regulated cashflows
o Designed for liability-matching portfolios
3.Blended Infrastructure Funds
o Public anchor capital + institutional investors
o First-loss or guarantee tranches
4.Transition Corridor SPVs
o Portfolio of assets under a single governance and risk framework

Each instrument includes standard disclosure on cashflows, governance, risk allocation, and auditability.
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THE EXECUTION
ADDENDUM

SECTION 5

RISK-RETURN TRANSLATION FOR
ALLOCATORS

Purpose
To express new assets in risk language consultants and ClOs

already use.

Indicative Characteristics

1.Correlation: Low correlation to listed equities and IG credit
2.Volatility: Comparable to regulated infrastructure
3.Duration: Long-dated (15-40 years)

4.Inflation Sensitivity: Often indexed or reset-based

5.Capital Charges: Lower than private equity; comparable to infrastructure debt/equity

Portfolio Role

These assets function as:
e Inflation hedges
o Diversifiers
e Long-duration income stabilisers
o Strategic real-asset exposures

This framing enables immediate inclusion in strategic asset allocation models.
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THE EXECUTION
ADDENDUM

SECTION 6

FIRST-MOVER EXECUTION PATH (12-24
MONTHS)

Purpose

To demonstrate how allocation actually begins.

Phase 1 (0—6 Months): Readiness

o Asset registry or measurement system established
e Legal recognition enacted

o Anchor sovereign or region confirmed.

Phase 2 (6—12 Months): Pilot Issuance

e First instrument issued
e MDB or public guarantee engaged

e Anchor investors onboarded

Phase 3 (12—24 Months): Benchmarking & Replication

e Pricing benchmarks established
e Ratings methodologies applied

e Replication across jurisdictions

This phased pathway converts the Allocation Moment from theory into proof-of-allocation.
The Allocation Moment is not resolved by moving capital faster.

It is resolved by creating new, auditable, sovereign-grade assets capable of absorbing capital at scale.
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ADDENDUM A

PRICING SENSITIVITY:
GOVERNANCE QUALITY
— COST OF CAPITAL
(BPS)

Purpose

To translate governance quality into explicit pricing effects, enabling ClOs,
consultants, rating agencies, and treasuries to quantify how execution
discipline alters risk premia.

This table operationalises the Allocation Moment by showing how capital is

repriced, not merely reallocated.

Table A1 — Indicative Pricing Sensitivity by Governance Quality

Governance
Quality Tier

Indicative Spread Impact

Core Characteristics
(bps)

Typical Investor Perception

Capital Effect

Statutory asset recognition; audited

Tier 1: High e inene dentvaldatore Infrastructure-like, policy- - 75 to - 125 bps Stror?g inflows frpm
Integrity anchored pensions, SWFs, insurers
enforceable contracts
Tier2- Clear legal framework; partial guarantees; Bankable but still Selective institutional
. X L L -25to-75bps .
Institutional operational transparency jurisdiction-sensitive allocation
Tier 3 - Pilot governance; evolving enforcement; Higher diligence, capped 0 to +50 bps Anchor investors only

Transitional

limited track record

exposure

Tier 4 - Weak /
Unclear

Fragmented authority; opaque cashflows;
weak enforcement

Political or project risk

+150 bps or allocation
blocked

Capital withheld

Interpretive Notes (for CIOs & Consultants)

e Spread impacts are directional and conservative, benchmarked against observed repricing in:

o Regulated infrastructure

o Green bonds with policy anchors

o Nature-linked instruments with governance triggers

o Governance improvements compress spreads faster than macro reform, because they reduce uncertainty, not just risk.

o This table allows investment committees to:

o Set minimum governance thresholds

o Translate policy reform into expected IRR uplift

o Justify early entry where governance is improving

Key Insight:

The Allocation Moment is unlocked not by higher returns, but by governance-driven risk compression.
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ADDENDUM B

EXECUTION FLOW
DIAGRAM — FROM
ALLOCATION MOMENT
TO ALLOCATION
MECHANISM

Purpose
To provide a single, visual execution logic showing how capital
moves from recognition to allocation, without requiring new

institutions or speculative assumptions.

This operational flow implements the allocation arc defined in Figure A-1.

With the addition of explicit pricing sensitivity and a clear execution flow, the Allocation Moment evolves from a diagnosis of capital

saturation into a deployable allocation framework. Governance quality becomes a measurable pricing variable; execution becomes a

repeatable sequence. This closes the gap between recognition and allocation, allowing institutional capital to move at scale without

compromising fiduciary discipline.
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ADDENDUM C

UNDERWRITING & PORTFOLIO
CONSTRUCTION REFERENCE
(IC / CONSULTANT USE)

Purpose of This Addendum

This addendum provides mechanical underwriting reference
points to support portfolio construction, risk budgeting, and
relative-value assessment of corridor-scale infrastructure
platforms described in The Allocation Moment.

This addendum does not prescribe allocations, returns, or
investment decisions. It supplies reference ranges and decision
anchors commonly required by Investment Committees, actuarial
and ALM teams, investment consultants, and risk committees.

The underlying framework remains allocability-first and return-
agnostic.

Illustrative Return Bands (IC Reference — Non-Forecast) Drawdown & Stress Framing (IC Risk Envelope)
These ranges are indicative, not forecasts. They anchor IC discussion. Demand shortfall: Corridor pooling + tariff resets
FX shock: Corridor FX buffers + pricing reset

o ) Sponsor failure: Anchor replacement + capital pacing
Asset Platform Type g{::;'“”e Levered IR Sovereign backtracking: Treaty-like corridor authority lock-in
Ratings shock: Platform-level DSCR preservation

Expected drawdown profile: Lower than project-level exposure;
::Sre”t‘:;’rplatf”m (e 11-15% I:gmgivc:eg'sg;‘:f%o)( governed at system level rather than renegotiated asset-by-asset.
Failure Case (System Absorption — Anonymised)
Stabilised cash flows, In early corridor deployment, demand ramp-up lagged projections
Elcili=leaitone=ssts SR TS Ot across multiple assets, compressing DSCR at portfolio level. Under
potential corridor governance, pooled buffers, tariff reset protocols, and
capital pacing absorbed the shock without sovereign renegotiation
Greenfield corridor assets ~ J-curve expected; higher or index eligibility breach.
(early phase) Capls execution risk
Outcome: returns deferred, not structurally impaired. IC insight:
OECD core infrastructure o o foilure‘ is governed and absorbed at platform level, not politicised
(proxy) late-cycle assets at project level.
Indicative spread vs OECD core infrastructure: +300-600 bps Benchmark Mechanics (Mechanical, Not Narrative)
Target DSCR bands for benchmark eligibility: Core 21.60x | IG-eligible Corridor DSCR floors = Index eligibility screens
1.35-1.59x. Ratings bands = Consultant model eligibility
Governance tests = Holdability within benchmarks
Correlation & Volatility Anchors (Portfolio Construction Anchor capital = Passive capital follow-on
Framing) Platform continuity = Ratings migration by system performance
Directional anchors only. Not asset-level underwriting. Capital follows benchmark mechanics, not narrative conviction.
+ Correlation vs OECD core infrastructure: Low-moderate
+ Correlation vs EM equities: Materially lower Implementation Reality Check (IC Constraints)
« Correlation vs commodities: Episodic, corridor-specific Corridor deployment is capacity-constrained; capital absorption is
+ Cash-flow volatility (corridor pooled vs project): Structurally lower sequenced; reweighting occurs over mandate cycles; tracking error
+ Cash-flow volatility vs global listed infra: Comparable where tariff reset must be managed within benchmark drift limits.
+ FX buffers exist. This framework assumes mechanical adoption, not sudden

reallocation.
Portfolio implication: Diversification benefit is designed through

structure, not assumed ex ante. Governance Boundary (Allocability Condition)
Non-governable risks are excluded from allocatable exposure, not
Liquidity Premium & Exit Framing (IC Clarity) priced. Mitigation or transfer mechanisms do not substitute for
Corridor-scale infrastructure is structurally illiquid. Emerging-market benchmark eligibility. This is a binary allocability condition, not a
corridor platforms carry an additional liquidity premium relative to OECD pricing variable.
core infrastructure due to duration risk, exit friction, valuation dispersion,
and sovereign enforcement complexity. How ICs Should Use This Addendum
Supports IC debate, consultant underwriting, actuarial modelling,
Benchmark eligibility, corridor pooling, and anchor-led platforms improve portfolio construction, and benchmark feasibility analysis.
portfolio-level liquidity characteristics but do not eliminate asset-level Does not constitute investment advice, allocation prescription,
illiquidity. Liquidity is priced, not assumed away. return guidance, or sovereign policy design.

[ Directional correlation and volatility anchors are informed by EDHECinfra Global Unlisted Infrastructure Index and historical EM infrastructure proxies
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About Africa investor (A1)

Africa investor (Ai) is an institutional investment platform that supports sovereign
wealth funds, pension funds, family offices, global institutional investors, and
philanthropies to allocate to Africa’s strategic infrastructure, technology, and natural
and cultural capital investment opportunities.

Through Ai Capital and the Ai Academy, Ai develops fiduciary-grade investment
platforms and Institutional Investor—-Public Partnership (IIPP) solutions that de-risk and
scale institutional allocations.

Ai originates and structures Africa’'s thematic advantages into resilient, investable assets
that strengthen competitiveness and Make Development Investible.

For further information please visit: www.africainvestor.com

| About The A frica Pension & Sovereign Wealth Fund
a Forum

The Ai African Sovereign Wealth and Pension Fund Forum (ASWPFF) is a high-level platform
for African Sovereign Wealth and Pension Fund (SWF & PF) leaders to network and share best

practices on key issues related to improving the investment environment for long term intra-
African investment.

The Forum fosters and facilitates inbound investment in the continent's financial markets,
together with Northern Hemisphere asset owners and supranational institutions. The ASWPFF
builds on a series of Ai-led consultations and events for African SWF & PF leaders to assess and
determine existing barriers to investment in Africa — including non-listed assets such as
infrastructure.

For further information please visit: www.aiswpff.com

The Institute of Sovereign Investors

The Institute of Sovereign Investors masters excellence and innovation for sovereigns by
sharing knowledge and global experience. The Institute advances institutional resilience and
excellence in sovereign wealth strategy and financial governance.

Sovereign decision-makers access a global network of expertise shaping global standards for
sovereign finance through institutional excellence and continued focus on innovation and
cutting-edge research.

For further information please visit: www.sovereign-investors.com

Disclaimer

This publication is provided for informational and strategic framework purposes only. It does not constitute
investment advice, an offer, or a solicitation to buy or sell any security or financial instrument. Any
investment decision should be made based on independent analysis and appropriate professional advice.
Africa investor accepts no responsibility for any loss arising from reliance on this material.
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