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As one of the fastest growing regional economies in the
world, East Africa presents many growth opportunities.

GDP growth of over 5% per annum

Growing domestic markets of 120 million people and counting
The world’s fastest growing middle class

Soon to be the fastest urbanising region in the world




ECONOMIC
DEVELOPMENT
IN AFRICA IS
NOT A QUESTION
OF IF OR WHEN...

BUT HOW?




Realising the objectives of the EAC Industrialisation
Policy (2012-2032) :

Diversifying the
manufacturing base

Strengthening
institutional frameworks
and capabilities for
industrial policy design
and implementation

Strengthening R&D,
Technology and
Innovation capabilities

Increasing the share of
manufactured exports
relative to total
merchandize exports
to at least 60% from an
average of 20%

Successful implementation of the Strategy presupposes
sustained regional convergence, in accordance with the
EAC Common Market agenda

BUILDING EAST AFRICA'S INDUSTRIES OF THE FUTURE

Transforming Micro
Small and Medium
Enterprises (MSMEs)
into viable and
sustainable business
entities capable of
contributing to at least
50% of manufacturing
GDP up from 20% base
rate.



Msingi is a forward-thinking East African organisation
focused on catalysing
competitive industries of the future.

Our aim is to generate new jobs and boost incomes while fostering
inclusive opportunities for future generations to improve their

livelihoods.

Taking a regional approach to sectoral development we work across
Kenya, Rwanda, Tanzania and Uganda.

Long term
ambition

Market Systems+
Investment
model

East African
organisation

Private sector
Driven
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UGANDA

TANZANIA




Supporting aquaculture and textiles
and apparel across East Africa
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We have a regional and local footprint,
honing our activities to meet the
opportunities and challenges within

each country.

ACTIVITY KEY
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INTELLIGENCE CONVENING DIRECT
GATHERING STAKEHOLDERS INVESTMENT

Supporting the

Government of Uganda
with their National Textiles

Strategy
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Roundtables with the Rwandan
Development Board

Gathering of intelligence on
aquaculture opportunities

Supporting pioneering
businesses in Lake Kivu
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Capacity building for
aquaculture Small to Medium
Enterprises (SMEs)

Investment in a
large-scale fish farm

Growing the textiles and
apparel industry
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Set up of the first African
Aquaculture Investment Fund

Convening of textiles and apparel
stakeholders




How Msingi is contributing to Industry Development in the region

The Situation The Solution

An investor-centric view to industrialization needed to

Industrialization is a top priority for all EA
unblock industry-specific critical barriers

Governments

Pinpoint precise sectors with a comparative advantage
and highlight specific investment deals

Private investments still below level needed
for rapid structural change

Deep systems-level understanding of industry dynamics

Industrial development approaches very
or technicalities of investment deals

generic

Msingi’s Additionality: What we Do Best

Rigorous analysis of the industries, investor companies, specific market opportunities
and assessment of multiple potential business models

BUILDING EAST AFRICA'S INDUSTRIES OF THE FUTURE



Broader opportunities for impact

Our strategic intent is to help industries grow employment
and income opportunities for the benefit of the people of
East Africa. We actively seek positive impact beyond job and
income creation.

We pay particular attention to opportunities to promote:

GREEN GROWTH GENDER EQUALITY YOUTH EDUCATION
OPPORTUNITIES & SKILLS

BUILDING EAST AFRICA'S INDUSTRIES OF THE FUTURE

Msingi’s contributions
to SDGs
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Our flexible multi-
faceted approach

* Identify models of industry growth

and innovations

* Gather data to analyse the
changing regional and sector
markets

BUILDING EAST AFRICA'S INDUSTRIES OF THE FUTURE

Market systems tools

Efficient allocation of capital

Direct investment

Leverage external funds

DO

A

A

THINK

A

CONVENE

Build consensus for action.
Demonstrate opportunities and
increase competitiveness among
businesses

Link industries with expertise,
frontier technology and
innovation



The Changing Face
of Global Textile &
Apparel Sector




Presentation Coverage

» Textile & Apparel: An Important Sector Globally
» Historic Changes & Emerging Trends

» Garment Manufacturing as an Engine of Growth
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Textile & Apparel:

An Important

Sector Globally



Global apparel consumption is estimated at USS 1.8 trillion
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International trade in the sector is also large and growing

Global T&A Trade

mm Textiles Apparel —Total
827 837

776 743 764

The glObaI trade Values in USS Bn. 752 728 788
soared to USS$ e
837 bn. in 2018

641

466 480
435
404 3q¢ a4 45
CAGR 3%

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

356 348
315

It has grown at
3% CAGR since
2008

Data Source: Comtrade



Countries give special focus to gain investment in this sector

Huge Export
Potential

High
Employment
Generation

Foreign Direct \
Investment (FDI)
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Historic Changes

& Emerging

Trends



T&A played an important role in industrialisation

1784
across the world 1769

Cotton spinning — Multi Spindle Power Looms — One of the key
Textile industry can be spinning frame which helped establish developments for textile industry
credited with several new cotton mills (weaving) in the industrial

revolution.

industrialization of
most of the
developed countries.

The industrial 4
revolution that began
in Great Britain in late
18th century started 1775
with mechanization of _ 1733 |

. . Flying shuttle — enabled cloth to Steam Power — Steam Engine was used to power
cotton spinning and be woven faster, of a greater machines which enabled rapid development of
Weaving spreading width, and for the process to later semi automated factories in areas of acute water

be mechanized. availability

soon to other sectors
and geographies.
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Manufacturing bases continue to shift towards low
cost countries

Both the production and
consumption were Scenario till late 80° r\ Present Scenario
concentrated in Western

nations till late 80s.

Then, manufacturing
shifted to eastern nations
which had low wages.

Now, Asian countries,
especially China are seeing
higher costs and hence Consumption
industry is on verge of new

big shift

. Production and Consumption
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Today, Asian Countries are largest T&A exporters in
the world

China India Bangladesh

Sector 42 Million 45 Million 4.5 Million
Employment
38
257
37
23
Exports 13
Values in USS Bn. Share of CTA
Exports in
9% o o o,
80% Total Exports
2008 2018 2008 2018 2008 2018
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Bangladesh - A Case Study

Bangladesh produces only 150k Garment Garment Share in Employment
bales of cotton but has emerged factories exports country’s
as the 2nd largest garment EXRIIS
exporter, behind China. 1990-91 834 US$ 1.7 bn. 50%

_ 1995-96 2353 USS 3.8 bn. 66%
It is one of the largest FDI
recipient in the sector. 2000-01 3480 USS$ 6.5 bn. 75% 1.6 mn.

. L . 2005-06 4220 USS 10.5 bn. 75% 2.0 mn.

The industry grew initially relying
on imported fabrics but now the 2010-11 5150 USS 22.9 bn. 78% 3.6 mn.

investments in upstream industry

has also picked up (almost US$ 2015-16 4328 USS 34.3 bn. 82% 4.0 mn.
900 mn. from 2014 to 2018)

2017-18 4621 USS 38 bn. 83% 4.5 mn.



But China’s share in global trade is reducing

China’s apparel exports have oo China’s Apparel Exports  RECEEEEEEEEEEEEEE

started to decline after a very Values in USS Bn.
long period of high growth.

Key reasons being:

162
145

» Focus on domestic market |

which is large and growing | 12l
» High Labor Cost (US$ 550- §

600/Month) '
» Recent US-China Trade War -

Fear of higher duties n

Data Source: UN Comtrade



Polyester’s importance as a fibre will increase

Global fiber consumption Global Fibre Consumption
97

has increased from 29 mn. Values in Mn. Tons o0 92 94 _—
1

tons in 1980 to 97 mn. tons 76//“ TR
. . 5
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o 2~ 10
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- 19
I{jrgest and fas’Fest growing - e KN .
fiber category in the world. 1980 1985 1990 1995 2000 2005 2010 2015 2016 2017 2018
Value CAGR Polyester Cotton Viscose Others Total
aso-) | (N () () (D

Data Source: PCI Fibres



Industry 4.0 will reshape the sector

Big Data Analysis Artificial Intelligence Advance Robotics 3D-Printing Internet of Things

* Collection and
analysis of large
sets of data

* Machines which * Application of * Creating 3-D * Inter-connected
can think humanly automation in objects using machines that can
business Computer Aided transfer data w/out

Can be used for operations Design (CAD) human intervention

consumer trend
predictions, self Initial adoption Possible for high- Automated
diagnosing stages in cut & sew end fashion monitoring of

Used in making
informed strategic

and operational
decision

machines industry products factory operation &
predictive
maintenance

7 !;' BIG |
56 L DATA ‘4

5] & AMALITICS T §o
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Global Sourcing is Getting Consolidated

From 1995 to 2017,
there are only few
countries left, which
had and continue to italy, 9% italy, 7%
have some significant
share in total trade.

Italy, 7%

()
Italy, 5% Italy, 4%

This consolidation
implies that buyers are
now seeking for long
term arrangement with
fewer suppliers.

1995 2000 2005 2010 2017

Data Source: UN Comtrade and Wazir Analysis . 24



Buyers are looking for manufacturers with 4
Important traits

Large Scale Sustainable Processes Integrated set-up

*Scale ensures cost *Allows buyers to

*Industry has always *Sustainability will not

and will continue to
move to countries
where products can
be manufactured and
sourced
competitively

competitiveness as
well as consolidated
sourcing for buyers
and shorter lead
times

be an optional

matter in near future

*Traceability is going
to be a major aspect

formulate strategic,

long term
arrangement with
fewer suppliers
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Garment

Manufacturing as
an Engine of

Growth



USPs of Garment Investments

Garment factories
can be started with
very small capacities
and can be expanded
easily in modules;
unlike textile industry

For every US$ 1 mn.
invested in garment
manufacturing:

» 350 to 400 jobs
are generated

» US$ 3to 4.5 mn.
annual revenue is
possible

Low Gestation
Period

®

Low Capital
Requirement

5
1

2
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Garment manufacturing provides highest value
addition

Fabric Garments

Cotton

50 mn. m. woven &
37,500 MT 25,000 MT knitted fabric 140 Million pieces
50,000MT W | > ooms & 250 kit . .
(200,000 Spindles) (500 looms & 250 knitting (20,000 Sewing machines)
machines)
Cost of Investment: 1@ USS 120 - 140 Mn 1@ USS 125-240 Mn 10@ USS 1.45 Mn

Value of Production:
USS 85-90 Mn USS 120 - 130 Mn USS 180 — 200 Mn USS 350-400 Mn

Employment: Approx. 2000 Approx. 2500 >40,000
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Concluding remarks

» Textile and apparel sector is one of the most attractive sectors globally,
specifically for developing nations.

» Increasing costs in current leading nations are causing buyers to explore
newer destinations

» Catering to global buyers would require developing large scale integrated
set-ups that are cost competitive and compliant

» Looking beyond cotton fibre exports is crucial for African producers
because jobs & value addition possibility also gets exported out of the
country along with fibre

» None of Bangladesh, Vietnam, Sri Lanka, or Cambodia are cotton
producing nations yet they have build strong downstream industry which
has helped them generate huge jobs and exports
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Country Benchmarking

Kenya Tanzania

East African Countries

Bangladesh  Sri Lanka

Benchmarked Countries

MSINGI

BUILDING EAST AFRICA'S INDUSTRIES

Factors Considered for Benchmarking

 GDP *
Economy & * Population .

Demographics * Gender Ratio

OF THE FUTURE

Median Age
Literacy Rate

Global e Institutions .
Competitiveness * Infrastructure

Index * ICT Adoption

Skills
Innovation
Capability

e Airports .
Infrastructure e Seaports
* Roadways

Special Zones —
EPZ, Industrial
Parks

*  Fibre statistics

Production * Installed capacities and production

across T&A value chain

e Labour .

Factor Costs

Finance Cost

*  Utilities * Logistics Cost
* T&ATrade *  Markets
Trade * Top * Supplying
Commodities Nations
Licenses & Licenses and work permits required for

Duties setting the company




Country Benchmarking
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BUILDING EAST AFRICA'S INDUSTRIES
OF THE FUTURE

Description Kenya Tanzania Rwanda Uganda Ethiopia India Bangladesh | Sri Lanka
Monthly wage (USS) 135-175 90-95 70 150 46 160-180 100-105 225
Power cost (cents/Kwh) 15 6-9 16.5 5 3 10-12 6-7 9-12
Bank Int t (Capital
ank Interest (Capital) 8% 7-9% 15-20% 8%  859.5% 4% 7-10% 5.5-7%
loans (USS)
Factory Rent

2.25-3.0 3-5 3.75 5-7 2.75-4 2.5-3 1.60-2.75 3-3.5
(USS/sQM/month)
Corporate Tax Rates 30% 30% 15% 30% 30% 25%-34% 35% 28%
Cotton

5 67 0 27 35 6,132 29 0

Production(mn.kg)
A | Exports (US
Mpn‘;are xports (US5 314 60 3 4 119 17,344 33,256 4,740




Policy Benchmarking MSINGI

BUILDING EAST AFRICA'S INDUSTRIES
OF THE FUTURE

Factors Considered for Benchmarking

Fiscal Incentives

Capital Subsidy Development
Interest Subsidy ¢ Tax Benefits

Duty Drawback ¢ Export Benefits
Incentives for *  Skill Development
Market Support

Tanzania
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Non-Fiscal Incentives

%)

£

* Back to Back Letters  Duty Entitlement
of Credit (LoC) Passbook Scheme
Facility

Ethiopia India

Countries Considered for Market Access Arrangement

Bangladesh  Sri Lanka



Policy Benchmarking- Market Access Arrangements MSI NGI

BUILDING EAST AFRICA'S INDUSTRIES
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Country Kenya | Tanzania | Rwanda | Uganda | Ethiopia India | Bangladesh | Sri Lanka
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China X X X X X A A A
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5 Big Ideas for Implementation

MSINGI

BUILDING EAST AFRICA'S INDUSTRIES
OF THE FUTURE

Investment and sourcing
promotion in the region

Country specific desks
Supporting development of
investment promotion
collateral.

Making the case for a resilient
regional value chain.

Building linkages between FDI
and Domestic firms

Enhance the capacity of

domestic and regional
institutions

* Borrow best practices
from across the African
region in taking
advantage of AGOA
opportunity

* Implement national
textile development
strategies

An Effective Financing
Framework for the
industry

* Leverage on the EAC
financial markets,
international financial
counterpart institutions and
regional development banks
to develop an effective
financial fund for the sector

Productivity
Improvement
Programme

“Factory Re-engineering”
audit firms to identify the
gaps, scope of
improvement, associated
costs and implementation
roadmap. Commit to uplift
at least 50 businesses by
2030

Establishment of Smart
Factories

* Essential to compete with
other manufacturing
nations

* This will help to optimize
manpower involvement
and even cause business
re-shoring in the next few
years



Our Ambitions in Textiles and Apparel

> Preferential trade agreements

> Competitive manufacturing
costs

} Improving infrastructure
in the region

» - East Africa’s window of
opportunity for growth

SUSTAINABLE ol
DEVELOPMENT @l

GALS

China will offload about 20% of
its manufacturing in textile and
apparel in the next 5 years, this
translates to USD 51 Bio of
revenue up for grab.
Regional Buyer -International
Retailer

BUILDING EAST AFRICA'S INDUSTRIES OF THE FUTURE

BY 2025 BY 2030
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80,000 150,000
NEW JOBS NEW JOBS
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$300Mn  $750Mn
Fol FDI
- ey
A I
$1.4Bn  $2.7Bn
EXPORTS EXPORTS
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Thank You!



Contact Details

Antoinette Tesha
Director Textile and Apparel

antoinette.Tesha@Msingi.com

Tel: +254 20 4403179

1st Floor Grosvenor

14 Riverside Drive
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