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Street view or "View of the street"?

Ewen
Cameron Watt
Editor-in-Chief,
London

ecameronwatt@act.is Watch this podcast

atwww.act.is

Welcome to this special edition of The
Street View. Given global circumstances
with many of our marketsinvarying
degrees oflockdown, this edition
provides boththe “street view"” and “a
view of the street”.

Despite these challengingtimes, there
hasbeennolockdowninouractivity
setat Actisand,justasimportantly, our
portfoliocompanies are workinghard
todealwith challengesinthe current
environment. Inthis edition we highlight
results from Actis surveys of our portfolio
companies undertaken by Ed Williams
and David Kunzmann, from the Private
Equity Value Creation Group. The good
newsis that preparednessishighandthat
Actisis supporting portfoliocompanies
and managementteamstobattle with
unprecedented challenges. The not-so-
goodnewsis thatthe majority of those
surveyed see thisasamultiquarter crisis.
Only time will tell.

This globaldisasteris playingoutin
differentways and speeds across our
world. No one should doubt that this
isahumantragedy of epic proportion,
onewhichfallshardestonthe poorand
disadvantaged. We do notlose sight of
thispointanditisencouragingto see
the emphasis onmanaging through this
crisis placed by Governments, multilateral
agencies, corporate leadershipand
Actis professionals everywhere.Ina
series of "Streetviews"and "Views of
the street” - someatgroundlevel, some
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fromapartmentwindows - colleagues
from Mexico City to Nairobito Seoul share
whatis happening onthe groundintheir
countries. Thankstoallofthem forthese
insights and to ShamiNissan our Head

of Responsible Investing for herinsights
onourconcerted effortstofocusand
innovate with astrongemphasisonthe
humandimensionin thistime of crisis.

Of coursethe humantragedyisreinforced
by stark economicreality. No one should
doubtthatthe crisis requires mobilisation
of capitalto support economies and their
people. Multilateralagencies are playing
abigpartherealongside Government
interventioninfiscaland monetary space.
Portfolio capitalhas fled at the margin
which exacerbates financial pressurein
these economies. llookat theincentives
andrealities for portfolio flowsinareprint
ofanarticle—"Emerging Markets and
COVID-19". lalsotake abriefdiveinto our
fairvalue currency modelto explainsome
ofthe workings and philosophy we employ
toassessthiskeyareaofrisk.

Weareattemptingasevernottobejust
another “Wall Street” view, but to give
you a unique ground floor view of this
crisis. Nooneis complacentabout the
current challengesbut equally weremain
attunedto potential opportunities

and obligations—whethertheybe
supportonahumanlevel orinvestment
opportunities thatemerge. We will be
bringing you further updatesincluding
pastandpresent experience onthefront
line of globalinvestingand stewardship.

Inthe meantime, fromall at
Actis to you and your families,
please keep safe and welland
keepintouch.


https://www.act.is/macro-forum-the-street-view/

April 2020 - Cape Town, South Africa
Empty streetsinthe city of Cape Town
duringthelockdown for Covid-19
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Emerging Markets and COVID-19:
Crisis or opportunity...or both?

Ewen
Cameron Watt
Editor-in-Chief,
London

ecameronwatt@act.is Watch this podcast

atwww.act.is

Do reserve losses, foreign
exchange depreciation
and recessionsin
Emerging Markets mean
that investors should
exclusively focus on
developed markets for
investments in a post-
COVID-19 world?

No one deniesthat Emerging Markets
have their drawbacks. Very few of them
runacurrentaccount surplus otherthan
wheninrecession; even Chinaisnowin
deficit, meaningthateconomic growth
andfinancial stability largely depend on
foreign capitalinflows. No one denies that
the currentcrisisisenormous. Yetholdon
before "emptyingthe baby outwiththe
COVID-19 bathwater"!

Twenty years back these flows wereled

by foreigndirectinvestment, traditionally
seenas stable capital withlimited volatility.
Openingup of financial systems and more
liberalforeign exchange regimes post

the 1994-2001 Emerging Markets crisis
mean thattoday, more than 80% of cross
border flows to Emerging Markets come
inthe form of portfolio capitaland migrant
remittances.

Ingeneralin Emerging Markets?, foreigners
canownmostofthe debtinanEmerging
Markets country?. This makes the recipient
countryvulnerable to a sudden stop of
capital flow. Estimated outflowsin 2020
tomid-March from Emerging Markets
countries are over $60 billion, anamount
andpace which dwarvesthatof 2008
(Exhibits Tand 2).

Priorto 2001 such flows saw destabilising
currency dynamics under currency
regimes fixed or peggedto the dollar.

1 Chinais asignificant exception

Exhibit 1: The direction of Emerging Markets net outflowsis ominous

IIF daily tracker of real money flows to Emerging Markets, in $ mn (centred 6 week moving
average)
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Exhibit 2: Estimated changein foreigninvestor portfolio positionin stocks and bonds
from 2010- 2019, in% GDP
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Sincethen, FXreserves have beenrebuilt
and more flexible exchange rate systems
introduced. Pegs do stillexist, but the vast

majority arein already dollarised countries,

eithertrade basedeconomieslike Hong
Kongor resource-based economies such
as SaudiArabia. Hence, while currencies
doplunge, theimpact of capitalflight on

domestic banking systemsis manageable,

albeit painful, where fiscal deposits form
amaterial portion of banking system
liabilities.

Emerging Markets are not one size fits
all, eventhoughduring sell offsitfeels
that way. We would broadly divide them

intoresource and non-resource driven
economies. Brazil, Chileand South Africa
fallinto the first group whilst China, Korea,
Indiaand Turkey areinthe second. Some
fallinto both categories-Mexico for
instance-but currency movements do
seemtoreflectthegreaterrebalancing
risks of resource economies.

The single mostimportantissue
todayinEmerging Marketsis how that
re-balancingworks. Andthe messageis
clear -recessions and currency declines
have provided goodrisk-adjusted return
opportunities for foreigninvestors.

2 Inpassingitis worth noting that the same is true for the UK where more than 40% of gilts are foreign owned
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Thereisno systematic
relationship between
immediately observed
economic fundamentals
and hard currency returns.

"..Over the period
1900-2011 the quintile
of countries with the
hitherto weakest
currencies produced
materially betterreturns
indollars than countries
with strong currencies...

Dimson et al reportedin Financial Times 2012

"..History suggests
that over the long-
term exchangerate
movements largely
reflect-and cancel out-
theimpact ofinflation.
Exposure to exchange
rate fluctuations should
therefore not dissuade
investors from holding
Emerging Markets
assets...

Dimson, Marsh and Staunton Credit Suisse
Investment Returns Year Book 2019
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Exhibit 3: Rotation strategies within developingmarkets (1976-2013)
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We have allheard the claim that Emerging
Marketsinvestingisfirst, second and third
anFXdecision. Butone must pay attention
topastlessonstobenefit from future
opportunities.

Thisreflectsvaluationarguments (e.g.
UK asset valuations after Brexit) and the
positioninthe monetary cycle where
weak currency drives tightened domestic
monetary conditions, puttingdownward
pressure onlocalcurrency assetvalues.
Heavily sold currencies and depressed
domestic economies allow two "bites of
the cherry”forforeigninvestors.

Thebestmajor Emerging Markets stock
market over the period 1993-2018 was
Brazilat 11%pa, yet Chinareturnswere
onlymiddlingat5.1% over the same
period despite superior growth andlower
inflation. Aone-dimensional strategy
drivenaround GDP growthand sound
investment decision making make for sub-
optimal performance.

The above 2014 analysis from Dimson et
al (Exhibit 3) infact shows no connection
between currency and subsequent
returns,indeedit suggests thatthebest
returns come afteracurrency drawdown
and agrowthslowdown. This sinequa
nonisintuitive since aweak currency
isaccompaniedbyareversalinflows,
followed by tighter domestic monetary
conditions.

Soinapost
COVID-19 world,
allassets mustbe
cheap...right?



Thelongtermvalue of US equities has
declinedfromthelevelshownin Exhibit 4
onthispage, ashaveinterestrates.|fwe
assumed thattherewasa20%dropin
the Shiller Price-to-Equity metric, then
itis currently around 30 times, whichis
hardly cheap by historic standards. Where
“cheapness”existsinareas suchashigh
yield or corporate debt or sub-sets of
equities, itisaccompanied by equally
perilous cashflow dynamicsin particular
sectorslike oiland gas, hospitality,
transportandsoon.

By contrast, Emerging Markets equities
arenow sellingat orbelowbookvalue.
Thereareclearly vulnerabilitiesin
Emerging Markets, particularly those
where naturalresourcesare afiscal
bedrock. Some countries - notably India
-andKoreawhich are netimporters of oil
willbenefitfromm materially lower oil prices.
Equally, foreigninvestors dominate many
Emerging Marketsbond markets making
amortisationandrolloveruncertainin
theneartomediumterm. Theimmediate
suddenstopinworldactivity hampers
trade soanEmergingMarkets exportor
servicesledrecoveryontrade accountsis
unlikely.

Emerging Markets economies will not
escapeabrutalandrapid adjustment

Facedwiththeserealities, two things are
happeningin Emerging Markets. Firstly,
domesticdemandis contracting sharply
andsecondly, currencies are falling
because of outflows. Recessions across
Emerging Markets are likely to ensue,
furtherreducing fiscaltake because
indirecttaxesingeneralare farmore
importantthanincome-basedtaxgiven
levels of per capitaincome. Exhibit 5
suggeststhereislittle fiscalroomtomove
for Emerging Markets Governments.

Itishardtoescape the conclusionthat
2020 willbe a challengingmoment for
Emerging Markets'economies. Notonlyis
growthunderthreat, but fiscaldynamics
willbe challengedbylower tax collections
andin some cases reducing natural
resource rents. Some Governments are
goingtofaceaprotractedstruggleto
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Exhibit 4:Itisn'tasif US assetsare cheap
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Exhibit 5: Emerging Markets current account deficits are generally poor
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recover the gap generated by big fiscal
deficitslargely or partly financed by non-
domestic flows.

But there will likely beawide open
Emerging Markets “door”

[tis likely that Governments willlook to FDI
tobridge fiscalholes.Inanenvironment
oftightdomestic monetary conditions
andreducedcross border flows, the
buyers ofthese assetshave considerable
advantage. Equally as the private sector

becomes stressed by weak domestic
demand, the private sector willbe more
opento foreign purchase of key assets.
Thiswas the casein Mexico postthe 1994
pesodevaluation, Asiaafter 1997-8,and
Emerging Marketsingeneral after 2008.

Weak currencies and economies have
provided excellent subsequentreturns
forforeigninvestors. Generaleconomic
conditions and fiscalbalancesare more
volatile asan offset, so thatinturn will
require alower price entry point tojustify
reward forrisk.



Some ofthisisalreadyinthe (Emerging
Markets) price

Ourargumentbased on
historical evidenceis that
the bestreturns start from
undervalued currencies and
asset prices.

We cansee fromlisted equities that
Emerging Markets assets are cheaperthan
those ofthe US. How about currencies?

Actis generates afair value modelfor
major Emerging Markets currencies
relative tothe US dollar. The modellooks at
relative inflation differencesin estimation
of fairvalue. The concept of fair value can
be elusive; youdon'tknow that youare
there untilafteryouarrive, whichmeans
thatonly materialdeviations fromtrend
areworthnoting.

Thatsaid, the movementsin 2020 are
dramatic.Intheinitial stages of the
COVID-19 collapse, resource heavy
currencies suchasthe Mexican peso

and South Africanrand were particularly
weak as were those with fragile funding
backdrops suchas the Brazilianrealand
Turkishlira. Morerecently, wholesale
deleveraginghasalso hurtcurrencies
thatbenefitfromlower oil prices such
astheIndianrupee.Bearinginmind that
COVID-19isadeeply deflationary process,
the vast majority of major Emerging
Markets currencies are wellbelow fair value
and some faceimmediate devaluation
pressures overandabove the substantive
depreciationto date (e.g. Nigerian naira).

Domesticrecession, reducedtrade with
Chinaandlower oil prices are creatinga
shortage of USdollars. The US trade deficit
isalmostentirely trade with China plus
energyimports. Alower deficitmeans that
fewerdollars are printedto finance these
importsandleavestherest of the world
shortofdollars.

This willnotlast forever. Oilbelow $40/
bblhits the US shale industry hard: cash
flow break even levels are typicallyinthe
$40/bblplusrange. Overseasreceipts on
the netinternationalinvestment position
alsoshrinkasaresult ofastrongreceiving
currency. US exportswillcontinue tobe
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Exhibit 6:FXreserves (2000 = 100)
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Exhibit 7: Domesticliquidity stock Adj$ (2000 = 100)
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hampered by supply chainissues, evenif
theseare only mediumterm. Andfinally,
the major expansion of fiscaland monetary
reserves through "“pumped-up” QE and
Fedswaplines supplies "unlimited” dollars
tobuyers.

Thedominantriskto currency valuesis
ifthe citizens of that countrylose faithin
the currencyasastore ofvalue. Under this
circumstance - as Argentina, Venezuela
and Zimbabwe have learnt so painfully
-thereislittle way back. A swingfrom
currentaccountdeficitto surplusreduces
pressure onthe exchange rate asdemand
for FXfalls. Strong FXreservesanda

2008

Mexico — India — China

2012 2016

Brazil

credible financialregime help this trend.
Countries with strongdomestic savings
movements "mop-up” cheaplocal assets
asforeignerssellout. The key thoughis
thatdomesticholders of the currency do
feelthatthe currencyisalegitimate store
ofvalue, andlowinflationrates helpalotin
keeping thisfaith.

Currenciesdotrendas the Actis FX Fair
Value charts onpage 8 suggest. Material
deviations fromthe trend - eitherup or
down -are threat or opportunity. Today
-albeit withrisk caveats -thebalanceis
tipping towards opportunity.



Financial conditions matter

Lower currencies tighten domestic
financial conditions. FXreservestendto
be utilisedtorollover shorter term foreign
currency liabilities. Inturn the adjustment
oftrade accounts through plunging
importsis particularly painful for resource
economiesandlessso fortrade-based
countries. Intimethisisreflectedinatrade
off betweenasset pricingand volatility of
financial conditions.

Onepiece ofgoodnews - forsome of the
larger Emerging Markets countries they
enter the crisis period with strong foreign
exchangereserves whichallowthemto
sellFXandbuy domestic currency thereby
sustaining domestic liquidity for some
time (see Exhibits 6 and 7). (FXreserves
are of course simply apart of the balance
sheetofthe centralbank whichcanuse
themtoincrease ordecrease supply of
local currency).

Equally this crisis begins with adequate
stocks of domesticliquidity. These willbe
drawn down quickly as capital flows out.
Betterthoughtostartinahealthy thana
perilous position.

Oneworry-willcountriesintroduce capital
controlstotryandtrap foreignassets
inside the country? Thiswas attemptedin
1997 by Malaysiaand Slovenia. At the time
the International Monetary Fund (IMF)
frowned onthese movesbutinrecent
timesthe IMF seemstobe mullingoverthe
ideaagain. We doubt that this willhappen
otherthanincircumstances of extreme
distress; forinstance Turkey resisted this
tacticinthe devaluation crisis of 2018-19,
reasoningthatatatimewhentheyneeded
torolloverdebtandattract new capital,
gating flows was hardly sensible. Our sense
isthat need makes countries more open
tonew flows-certainly thisis the anecdotal
evidence from Chinainrecentmonths.
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Sowhat of future Emerging Markets
assetdemand?

Global savingsrates have been severely
impacted by COVID-19 and globalisation
hastakenahugeblow. Savings schemes
which discount future liabilities using
bond proxies will see amaterial fallin
fundingratios. 'Future-generation’funds
sponsored by Governments willhave
experiencedsignificant reductionsinvalue
ifbackedby naturalresource-based cash
flows, further hamperingfiscal bail outs of
the sortseenafterthe Arab Spring.

Leverageisprovingtobeadistinct
negative anditis easy to conclude that US
leveraged finance with little orno covenant
backingis goingto sufferaseverehiton
assetvalues.

Inthis circumstance, the demandforlong
duration, stable cash flows closely linked
tosocial stability willlikely be material. This
translatesinto demand for electrification
andsocialinfrastructure andthese asset
typeswillbe atthe top of alimitedlist

of spending priorities. Buyers withdry
powder willbein excellent positions. An
absence of structured finance and applied
leverageisanadvantage asassetscome
with limitedliabilities attached.

COVID-19isravagingeconomiesand
savings as|write. Asset owners will
struggleforalongtimetorecover

lost ground. Taking the safe optionis
understandable whilst the tempest
rages. “Gettingbacktoland” asitabates
takes skilland entails taking calculated
risks. Happily, experience points the way
tostable cashflows atlow prices without
excessive liabilities attached. Many of
thesewillor should existinthe countries
which make up 80% of world population
andresources—thatisthe Emerging
Markets.
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Emerging Markets external
financinglandscape

Exhibit 1: Emerging Markets external debt
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Exhibit 2: Percent of Emerging Markets externaldebtin US$
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Currenciesand COVID-19

Ewen
Cameron Watt
Editor-in-Chief,
London

ecameronwatt@act.is Watch this podcast

atwww.act.is

Currency plays acentralroleinglobal
investing. Major trends over time
influence portfolio outcomesbothin
terms of actual currency values and from
theinformationembeddedinlocalasset
pricing. Currencies are like commodities
-their pricesreflect the laws of supply
anddemand. A currencyis the price of
the financial liquidity in the country of
origingiventhatitis only Central Banks
canissuefiat currencies.

Nowhereis this truerthanemerging
markets. Hedgingbackto base currency

is usually expensive orimpractical.
Emerging Marketlocal currencybonds
forinstance are almost exclusively abet
onthelocal currency. Equities offer some
diversificationthrough the activities of the
underlying companies but still reflect local
currency conditions andliquidity.

Overtime currenciestrend. Thisreflects
theirattractiveness orotherwiseasa
source of value. Localinvestors hold
domestic currency as a source of value
andsellitwhentheylose confidenceinthe
real purchasing power of their rupiah or
liraor pesos. Foreigninvestors willmake
assessments based onthe strength of
the domestic financial system or theirown
intrinsic risk appetite. Such appetite waxes
andwanes with global conditions. Thus,
inacrisis, they sellmore fringe foreign
currency exposure andretreat towards
“safer'currencies. Ifthe domesticinvestor
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inthe countryis unwillingto buy thelocal
currency thenvalues decline, financial
conditionstightenand asset pricesfall.

Asalong-terminvestor, Actis has always
acknowledgedthat currency trends
caninfluencereturnsandthe price and
attractiveness of assets. The Actis 'Fair
Value' currency modelis designedto
lookatcurrencyrelative tothe US dollar
throughthe prism of relative terms of
trade, inflation and productivity.

COVID-19 hasledto sharpsell offsin
floating Emerging Market currencies and
consequentialtighter liquidity. (Asanaside
thisalsoworks for fixed pegs where capital
outflowis metby matched Central Bank
intervention).

The enclosed graphs for major Emerging
Market currencies pointto a marked
divergence between commodity
exportersandimporters. Theyalso
suggestthat EmergingMarket currencies
have become undervaluedin many

cases (whenthe blacklinefor fairvalueis
significantly lower thantheredline spot
currency).

This modelis notdesignedasashort
termtradingmodel. Values can
overshoot forlongperiods of time.
Oftenthe model shows no obvious
signal. Acute weakness mayleadtoaloss
of confidenceinthe currency by local
investors meaningthereisnoobvious
buyer (Turks and Argentines canidentify
with this today as did Zimbabweans

and Venezuelans previously). Butifthe
currencyretains attraction forlocal
investorsand overshootsintheeyes

of foreigninvestors, thenthe model
suggests meanreversion canoccur. This
iswhere outsize gains canarise.


https://www.act.is/macro-forum-the-street-view/
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Actis asks: COVID-19 survey

Ed Williams
Private Equity, London

ewilliams@act.is

David Kunzmann
Private Equity, London

dkunzmann@act.is

Actis surveyedthe seniorleadership
ofits portfolio companiesandits own
professionalsin early March 2020, and
again sixweeks later tounderstand what
istop-of-mindregarding COVID-19.

Introduction

Actisis privileged to ownalmost 100
businesses across four differentasset
classesin 28 countries globally. Within
our Private Equity business, we own four
businessesin China, one of whichis based
in Wuhanitself. Throughthis unique
network, we have been able toreceive and
toshareearlywarning signals andbest-
practice responsesinnearreal-time.

Between 26 Februaryand 3 March,werana
survey togauge thoughts onthe outbreak
beforeitwas assessedasapandemic

by the World Health Organisationon 11
March.

Growing concernabout the COVID-19 impact

Onascaleof1to5(1=notatallconcerned, 5=very
concerned), how concerned are you about theimpact of
COVID-19 onyour business(es)?

March 2020 survey (n = 196)

3% 10%

39%

31%

April 2020 survey (n = 113)

24%

11 (notatall) B2 (notmuch)

% of respondents

39%

3 (neutral)

32%

) 14 (somewhat) 0I5 (very)

Source: Actis COVID-19 Surveys (March and April 2020)

Inthe short term, employee health and wellbeingis the greatest
concern, but civilunrest has emerged as a powerful theme

Please rank your top-3 concernsinthe shortterm (next 3-6

months)?

81%

Employee Civil Running out
health and unrest of cash
wellbeing (liquidity)

Breaching Contractual IT
covenant(s) penalties/ security
legal action

% of respondents selecting the issue as a top-3 concern (n = 113)

Source: Actis COVID-19 Survey (April 2020)
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The survey showed that while concern
levels were growing, more than half (51%)
of respondents were either neutral or not
concernedabouttheimpact of COVID-19
ontheir businesses. While 30% of portfolio
companies had acrisismanagementplan
inplace thatwas updatedfor COVID-19,
40% were eitherinthe early stages of
formingaplanorhadnoplanatthatstage.

Were-ranthe surveybetween 7 April
and 15 April. Both the absolute findings,
butalsothe shiftinsentimentare worth
highlighting.

Understandably, there has been
amarkedincreaseinthelevel of
concernaround COVID-19. 71% of
respondents are now “somewhat
concerned"or "very concerned"
abouttheimpact of COVD-19
ontheirbusinesses, aview held
consistently across allgeographies
andassetclasses. Latin Americahas
seenthe greatest step-upinlevel of
concernbetween our two surveys,
from 25% being "concerned” or "very
concerned"in Marchto 59% as of
today.

81% of respondentsrate Employee
health and wellbeingamongtheir
top-3 concerns. Thisis followed by
civilunrest (65% overall, highest

in Sub-Saharan Africa (70%) and
lowestin Asia (20%)) followed by
running out of cash and breaching
covenants (c.50%). T securityis
atop-3 concernforjust 12% of
respondents.



Thereisawidedistributionand

no clear consensus around how
long the currentdisruption willlast.
Themostcommonresponse of
"3-6 months"is shared by 38% of
respondents. "1-3months" (19%

of respondents) and a duration of
anything from 6 monthsto 2 years
(38% of respondents) account for
the remaining bulk of views. Only 5%
of respondents considerit "too early
totell”.

96% of respondentsidentify a
recessionasaconcerninthelonger
term (after COVID-19). Thisis

more than double the next highest
response, whichis ongoingcivil
unrest (45%). 65% of respondents
identifyingarecessionasaconcern
believe it willbe more severe thanthe
2008 Global Financial Crisis.

Perhaps unsurprisingly, 50% of
respondents now cite "demand
(sales)"as the areamost at risk from
COVID-19, comparedto 34%in
earlyMarch 2020, as the realities of
lockdownand squeezed consumer
spendingbeginto take hold.
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No consensus around how long the current disruption will last,
albeititis not going away quickly

B Howlongdoyouexpectthe currentdisruption tolast?

38%

Too early to tell 1-3 months 3-6 months 6-12 months 1-2 years
% of respondents (n=113)

Source: Actis COVID-19 Survey (April 2020)

Inthelongerterm, the greatest concernis arecession more
severe than the one which followed the 2008 Global Financial
Crisis (GFC)

Please rank your top-3 concernsinthe longterm (post-
COVID-19)?

Recession Recession severity vs 2008 Go

@
Ongoing civil unrest '

Loss of key customers
Availability, pricing
and external f%nding

Changes to contractual
terms and conditions

Loss (bankruptcy)
of key suppliers

Other

% of respondents selecting the issue as a top-3 concern (n=113)
Source: Actis COVID-19 Survey (April 2020)

Demand (sales) is seen as most at risk from COVID-19 for all
asset classes

B Which area of your businessis most at risk from COVID-197

50%
34% 31%
7% 13% 1% 12% 10%  11% 12%
[ ] - - —
Demand Live or planned Supply Live orplanned Thereisnoor
(sales) M&A / disposal chain capexprojects limited risk

processes
I April 2020 survey (n=113) | March 2020 survey (n = 196)

to my business

% of respondents selecting as 1st choice
Source: Actis COVID-19 Surveys (March and April 2020)



Actis' portfolio preparednessis high

How would you rate the current status of your crisis
management / business continuity / disaster recovery plans?

64%

3% 3% 0%
L
Planin place Planin place, Planin place, Starting No plan
with multiple cash  updated for not updated toplan
flow scenarios COVID-19 for COVID-19

analysed

% of respondents (portfolio co management only, n = 33)
Source: Actis COVID-19 Survey (April 2020)

Our cohesive global approach has been well received by our
portfoliocompanies

How have your interactions with Actis changed since the
COVID-19 outbreak?

58%

42%

0%

94% of portfolio management
respondents say they have acrisis
managementplaninplace which has
either been updated for COVID-19
orwhichanalyses multiple
COVID-19 cashflow scenarios. All
portfoliocompanies have revised
cashflowforecastsinplace. Thisisin
contrasttothe March survey—early
inthe crisis—when 40% either had
no COVID-19 planorwereonlyinthe
early stages of formingaplan.

More frequent About the same Less frequent

% of respondents (portfolio co management only, n = 33)

B Howwouldyourate the support you are receiving from Actis?
61%

9% 9%
Outstanding Good Average Poor Very poor

% of respondents (portfolio co management only, n = 33)
Source: Actis COVID-19 Survey (April 2020)
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Preparedness has beenatthe
heart of the Actis response and our
cohesive, globalapproach appears
to have beenwellreceived by our
portfoliocompanies. Interactions
with Actis are either “more frequent”
(58%) or "about the same" (42%)

as before the COVID-19 outbreak
andin 82% of cases, the support
provided by Actis has beenrated as
“good"” or "outstanding".



Our supporthasbeenmost powerful
where we have been able to share
information between companies
and countriesindifferent phases of
their COVID-19journey, boosting
preparedness.

Forexample, our Chinarestaurants
business gave usinvaluable dataand
responseideas whichwe were able to
share notonly with our five other Food and
Beverage businessacross SouthEast Asia
and Africa/Middle East, butalso with our
retail businesses (in Private Equity) and
Real Estate colleagues as they started
planningforthe spread of COVID-19
outside China.

Today, asrestrictions are beginningto lift
in China, we canuse the samerecovery
datatoinform cashflowmodellingin other
partsofthe portfolio.

Conclusion

We're not out ofthe woods yet. As this
survey documents, thereis widespread
concernabout COVID-19 andtheimpact
thatitis havingonourpeopleandour
businesses.No one knows howlongthe
currentdisruption willlast but we will
almost certainly experienceasevere
recession across our markets.

Preparednessis key,and we aredoing
everythingwe canto supportour
businessesaroundthe globe. Our
COVID-19 Committee, inplace since
early February, continuestomeet
weekly, curatingand cascadingrelevant
informationacross our network.

Meanwhile, ourteamsaroundthe

world are more connected thanever-
with each other and with our portfolio
companies. Andwhilethereare
challengesinworking from home, 75% of
our surveyrespondents believe we will
work from home more frequently when
this pandemicisover.

Soforthetimebeingatleast,stay home
and stay safe.

Theauthors are bothmembers of Actis
Value Creation Group (VCG), which brings
professional expertise and works alongside
management teams andActis'investment
professionals to maximise the value of our
portfoliocompanies.
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Actisinaction: Interventions taking place at
portfolio companies

ShamiNissan

Responsible Investment,
London

snissan@act.is

At Actis, we have alwayshadavery
practicaland hands-onapproach of
workingin partnership with our
businesses. This has neverbeenmore
trueas the pandemic continuesits global
march across our markets. Today, we are
inthe trenches with ourbusinesses,
bringing our operational expertiseanda
singular focus on ensuring business
continuityin the face of thevirus.

We are leveragingthe entirety of the Actis
platformto:

— Bringbestpracticeinbusiness
continuity and disaster management
—including ensuringeachinvestment
has fit for purpose business continuity
andcrisismanagementplans, andis
benefitting fromlongterm scenarios

— Createopportunities for direct
exchange of knowledge between our
companies, andacross asset classes
(egprotocols for constructionsites are
equallyrelevantto a Real Estate site
astheyaretoanEnergy Infrastructure
site)

— Sharelessonslearnedfromour
investments whichbringvaluable
insights onresilience andhowtoplan
forrecovery

As anexample our Energy Infrastructure
companies provide essential public
servicesthroughdelivery of power

tothe grid and supply of electricity to

EchoEnergia (wind energy generation
platform)workersin Brazil
"We are here foryou. Stay home forus."
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households. Itis crucial they continue to
operate to supporteconomic activity and
the fightagainstthevirus.

Our power generationsitesarelocated
innon-urban settings, ofteninclose
proximity to communities. It'simportant
torecognise that our keyworkers are
members of these communities and
therefore our businesses must consider
howtheycanhelp quelltheimpactofthe
virusintheirvicinity, tokeep theirown
workforce (and their families) healthy,
andtokeepsites operational. Thisiseven
moreimportantinregionswherelocal
authorities may be severelyresource
constrained.

Sowhatare ourbusinesses doingand
howis Actis supporting?

We have mobilised allthe ESG Heads,
COOsand CEOs of our Energy
Infrastructure businessesto ensure we
are sharingapproachesto COVID-19,and
we willcontinue to do so. Ourbusinesses
areimplementingarange of measures
tosupportcommunities and combat the
virus:

— Liaisingwith authorities early
(healthcare, education etc) todirect
supporttothe mostacute needsin
the community —eg PPE and medical
supplies for frontline healthcare
workersinthe nearestclinics/hospitals

— Supportinglocal businessestore-
purpose (egtailors/seamstresses
make masks)

— Collaboratingwithindustry
associations to coordinate responses
andensure efforts are additive not
duplicative

— Information campaignsin
communities and schools—via physical
andonline channels—tohelp combat
misinformation, deliver keyfactsin
simplelanguage and via WhatsApp
videos from trusted Community
Liaison Officers

— Targetingfemales - communications
aimed atwomen can be impactful
giventheirrole as carers of children,
elderly,andregarding hygiene
measures

— Liaising withcommunity leaders, faith
leaders, NGOs andotherswhoare
trusted sources of advice,and who
safeguardthe vulnerable (heads of
carehomes)

— Supplyingcommunitiesinwater-scare
areas with additional water supplies
(egwatertankers), aswellas soap and
handgeltoensure hand-washingcan
continue

— Purchasingstaplefoodsandnon-
perishables to supportfoodbanks
andfood parcel deliveriesto the most
vulnerable

— Post-pandemic: efforts will pivot
towards livelihoods and upskillingand
also psychologicaland mentalhealth
needs of the communities

Beyondbusiness continuity objectives
alone, thisisamoment which

provides our companies the chanceto
demonstrate their social responsibility
andtolive their values—indoing so, they
deepentheirlicensetooperateandcan
emerge with enhancedrelationships
withemployees, communities,
authoritiesandregulatorsinapost-
pandemicworld.



3D printed visor kit

Honoris United Universities, the first
andlargest pan-African network of
private higher educationinstitutions,
has mobilisedits team of scientists,
doctors, engineers, students and
professionals to a prototype fora
new non-invasive respirator, as well
as face shields and splash protection
masks, which can be affordably and
quickly manufactured via 3D printing.
The ventilator designis anopen-
source software without patentand
will be distributed for free to public
healthservices.

Projectlead, Professor Nidhal Rezg,
said, "ltwas criticalto ensureit was
affordable, easy and quick to produce
andmostimportantly available to
everyone. The device canbe easily
duplicatedindifferent countriesin
Africaandaroundthe world using
software that can be downloaded -
anditcomeswith afreeinstruction
manualforease of use. Ithas also
beendesignedtobe usedinbotha
hospitaland ahome setting.”

3D printed non-invasive ventilator,
consisting of 4 intrinsic modules - the
mask, the venture, the electronic card-
basedventilator controlmechanism
andtheinsufflator. The deviceisthen
connectedtoanoxygentank.

21 Actis Macro Forum



Guestview

Chinese production redistribution across Asia—
progress, winners andlosers

Simon Ogus

CEO,
DSG AsiaLtd,
HongKong

The extentandultimate duration ofthe
destruction wrought by the COVID-19
coronavirus outbreakremainsanopen
question. Yetthe pandemichasalready
starkly exposed the fragilitiesinherent
inover-engineered supply chainsand
just-in-time productionlines. It seems
fairtoassume, therefore, that
companies already contemplating their
potential over-reliance on Chinese
productionand supplier bases will
increasingly beactingtoreduce such
vulnerabilities. Therecalibration of
global supply chainsis settoaccelerate
along with thelikely Balkanisation of
technology and financial markets.

As 2020 began, sentimenthadbeen
boosted, atleast temporarily, by a
time-outinthe US-Chinatrade war.
Unfortunately, Beijing'sinitial cover-up
ofthe outbreak, notwithstandingits
brutally effective secondroundresponse,
has served to further fuelburgeoning
anti-Chinese sentiment. Tensions have
always beenabout much more thanjust
trade and were never goingto be solved
fundamentally by Chinaagreeingto

buy afewmore American agricultural
products, norindeedits more recent
provision of medical equipmentto other
stricken countries. Nevertheless, rather
thanactingasaspurforrenewed global
cooperation, the virushas morphedintoan
unedifying secondary outbreak of finger-
pointingandtradeinconspiracy theories.

North Asia, employing aneclectic

range of responses, albeit with certain
communalities, appears to have had
reasonable successin "flatteningthe
curve”.Inrecentweeks|havebeen
conductingregular channel checks with
various corporate and personal contacts
across Chinaandtheregionwhichindicate
thatlabour supply and productive potential
are steadilyrecovering. The emergent
corporate fearthoughis thatthere willbe
no customerstobuy theirwares evenif
they canstartto produce againasnormal.

Specificto China, many private sector
contacts—foreignandlocal—-reportthat
Communist Party officials have been
diallingbackthe hostility tonon-state
enterprise whichhas characterised the
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Exhibit 1: USAimports and Asia export growth (diversion)
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Source: DSG Asia Limited calculations based on Government and other supranational data
Exhibit 2: Inwardforeign directinvestmentas a percentage of GDP
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production canorwillrelocate from China
butevensmall shifts away fromthe PRC
representlarge numbersinthe context
ofits smaller neighbours. Awelcoming
investment climate, flexible labour
marketsandimprovedinfrastructure
shouldallhelptoattractrenewedFDI
flows.

XiJinpingyears. However, few seem
willing tobetthat such attitude changes
areanythingmorethananear-term
expedient.Hence, they are preparingfora
worldwhere separate entities are required
to conductbusinessindomestic China
andinotherregionalblocs. Thiswilladd
tocorporate costsintermsof system
duplicationandtherequirement tohold
higherinventories sourcedfromdiversified
supplylocations. But few seem willing
toabandonthelure of Chineseinternal
demandaltogether.

Orsogoesthetheory. Buthow
arerelocations of productionand
disbursements of newinvestmentplaying
outonthe ground? Again, lhave been
meeting with companies andindustry
bodies, and, before the virus' onset, had
beentravellingextensively across the
region, to fathomwhere more short
termtrade flows, andlonger term capital
investments, were beingdiverted.

Aslhave discussedin previous editions
of The Street View, much of Asiais

well positioned to benefit from such
realignmentsassumingitcanremain
relatively politically neutraland can
enhanceits absorptive capacity. Not all



Obviously, itis easiertorapidly rebook
shipments and crank-up or dial-back
productionindifferentlocationsto
circumventtariffs, thanitistoinstalland to
begin operating out of greenfield capacity.
The exportdiversion chart (Exhibit 1)
shows clearly the near-termwinnersand
losers.|should cautionthat overallexport
growthhasremained pretty soggy across
the board butifwe just consider shipments
totariff-distorted USA, the major
immediate beneficiaries havelargely been
in ASEAN with the notable exceptions of
Indonesia (not participating) and Taiwan
(doingvery nicely, thank you).

Vietnamhasbeenthe FDIdarling of
theregioninrecentyears (Exhibit 2)

while Thailand, Malaysiaand, toalesser
extent, the Philippines, have plenty
ofiinstalled capacity, thathad been
operating well below maximum utilisation
ratesforanumber ofyears, which could
subsequently be dialled-up againrelatively
quickly. Indonesia, withits restrictive
labour laws and nationalist, protectionist
mindset, isthe notable ASEAN outlier.
The passage or otherwise of President
Jokowi's recently-submitted Omnibus
Billthroughthe Legislature willbe a crucial
developmenttomonitor.

Asforhigher cost North-Asia, Taiwan has
been similarly a trade diversion winner
albeit moreinterms of capital-intensive,
highervalue-added production. Japanhas
alsoseenamodestuptickinits US
shipments but Korea, for reasons both
externaland self-inflicted has failed to
participate.

The moreimmediate evidence from
FDIflowsisratherless conclusive. For
starters, installingnew capacityis hardly
anovernightprocess. Moreover, the
fluid nature of the trade dispute makes
long-termplanningrather challenging.
Accordingly, if acompany has capacity
inalternative locations not being fully
utilised, longer-term, newinvestment
decisions may tend to be postponed.

For Exhibit 3and Exhibit 4, Ihave
crunchedthe numbers on ASEAN foreign
investmentrealisations fromboth the
individual countryinvestment survey
andbalance of payments (BoP) data
series. | have then comparedthe foreign
investmentoutcomesunder the Trump
administration (2017-2019) with those
prevailingover the decadeimmediately
preceding his election.
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Exhibit 3: The Trump effecton ASEAN foreign directinvestment growth
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Source: DSG Asia Limited calculations based on Government and other supranational data
Exhibit 4: China-HK sharesin ASEAN foreign directinvestment
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Source: DSG Asia Limited calculations based on Government and other supranational data

Nonetheless, thereis nodoubtthat, from
averylowbaseonlyadecadeago, China
hasbecomeanincreasinglyimportant
supplier of FDI.Hence ifthe POTUS and
hispossereallywantto stemthe flow of
Chinese productsintothe US, theyare
goingtohave todevelop anevenmore
sophisticated (sic) pan-regionaltariffand
monitoringregime. Orindeed putin place
measures to boost American savings
rates...

Turningfirstto pure growthratesunder
Trump, allthe countries surveyed with
(tome) the surprising exception of
Malaysia, have seen significant pick-ups
ininflows. However, with the exception
ofIndonesia, the China contribution has
beenrathermuted (andseemstohave
beenoverwhelmingly concentratedin
theresource sector) while despite the
Duterte-Xilove-in, Beijingseemsto
have,ifanything, scaled backitsrate of
deploymentsinto the Philippines. It would
seemtobe non-Chinese firmswhohave
beenincreasingtheirinvestments both
here andin Thailand.



Unlike ASEAN, North Asiahas always been
rather more closedtoforeigninvestment.
Henceanyresurgenceinexport-oriented
capexislargelyreliantonre-onshoring by
local producers with significant operations
inChina. This,inturn, is afunction ofa)
company flexibility, b) the friendliness
(orotherwise) of the investment
environment, and c) labour supply and
regulations. Increasing divergence has
beenseenacross the regionwith capex
surgingin Taiwan, chuggingalong steadily
inJapan, but contractingheavilyinKorea.

Taiwan's outperformance owes

little to Government policy—no DPP
administration over the decades has
demonstrated muchinthe way of
economic competence—yetisrather
duetoits companiesbeing more tightly
integratedinto the Mainland while also,
traditionally, beingmore operationally
flexible. Asindeedare Taiwan's SMEs.
While anunemployment rate below 4%
suggestslittle ornolabour market slack,
the potentialto attractback some of

the more than 400,000, often skilled
Taiwanese workingin China potentially
provides aflexible, skilledreservoir that
dwarfsthat possessedby Japan orKorea.
Thecaveatisthatthesedays, such
workers are often paid significantly more
onthe Mainlandthantheyarebackhome.
Domestic wages will likely need to adjust
upwards, therefore, but givenrealwage
growthhasaveragedonly 0.5% perannum
overthe pastdecade, thismaybe nobad
thing.

By contrast, Governmentpolicyin Korea,
especiallywithrespecttothelabour
markets, has been outright destructive
under Moon Jae-in.Inmandatinga
succession of double-digit minimumwage
increases, the left-leaning President's
intentions have doubtlessbeennoblein
the context ofrisinginequalityand a
less-than-generous welfare system. Yet
drivingminimum wages to the highest
levelsinthe OECD relative to the median
(Exhibit 6),inthe context ofa global
manufacturingrecessionand analready
struggling SME sector (Exhibit 7), has not
been exactly helpful. Meanwhile, choosing
thismomentto pickatrade fight with
Japan has provided the (rancid) icingonthe
cake.
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Exhibit 5: Real private non-residentialinvestment growth, %4QMA
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Exhibit 6: Statutory minimum wages as a percentage of median* wages
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Source: DSG Asia Limited calculations based on Government and other supranational data

* Average wages for non-OECD countries except for Hong Kong



Somewhereinthe middle of Taiwanand
Korea stands Japan. Giventhe 1 October
2019increasein GST from 8% to 10%
andthe Rugby World Cup, the dataare,
understandably, goingtobe messyinthe
comingcouple of quarters. Japandoes
notfeellikeisaneconomyonthe brink
ofamajor collapse though as transpired
following previous GST rises. Arguably, it
was Japan's lousy timingratherthanthe
GST changesthemselvesthat caused
major dislocationsin 1997 and 2014, and
the COVID-19 outbreak, if prolonged,
couldyet still provide anunhappy reprise.
Failing this, the domesticeconomy
appearstobeinbetter shape today while
thistime the Governmentwas far more
carefulindesigningarange of fiscal offsets
to smooththetransitionto the highertax
rate.

Forsure,inthe context of weak global
trade, Japanis hardly boomingwhile
despite decades of ever-more
expansionary monetary policies, inflation
hasremainedstubbornly low.
Nevertheless, with thelabour supply
continuing to expand steadily driven by
increasingnumbers of female and foreign
workers seekingwork, householdincome
growthremains more thanrespectable.

25 Actis Macro Forum

Exhibit 7: Korea manufacturing production growth
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Exhibit 8: Japan:labour participation rates andforeign population share of total
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Streetview

COVID-19 chronicles: China

Max Lin

Private Equity,
China

mlin@act.is Watch this podcast

atwww.act.is

While therest of theworldisin

the midst of the most difficult
period of the global pandemic of
COVID-19, Chinais eagertoget
backtobusiness. Most businesses
have gradually returned to full
force since mid-March across

the country. Wuhan-epidemic
“Ground Zero"” —was the last city to
relaxits strictlockdown measures
on 8 April after 76 days of lockdown,
with more than 7000 people flying
out of Wuhan city onthat day. On
the streets of Shanghaiand Beijing,
trafficjams havereappearedatrush
hour, and people have cautiously
started totake onbusinesstrips
again, though preferably onlyintra-
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city,and they are still cautious
onairtravel. Thereis guarded
optimismonthe streets of China’s
major cities,as we seemto have
won the battle with COVID-19. But
concernremains with the danger of
a“secondwave" potentially coming
fromreturning Chinese. On 10
April, one flight from Russialanded
in Shanghaiwith 204 passengers,
amongwhich 60 were testedtobe
positive with Coronavirus. Chinais
implementing mandatory testing
onallinternationalarrivals.

Our Private Equity portfolio
companies have allresumed
operations. Bellagio, a casual dining
restaurant chain hard hit, along with
the entire restaurant sector, saw
animmediate reboundindemand
from customers desperate to avoid
any more home cooking. VSD, a
medical consumable companyin
wound care, locatedin Wuhan where

COVID-19 startedto spread, was the
lasttoresume operations. RGB, a
textile printing and dyeing business,
continuedtobeimpactedas most of
its salesare tointernational markets
which areinlockdown. Our biscuit
business, JSL, benefited aslockdown
ledto biscuitgorging. Construction
work atallthelogistics warehouses
anddatacentre projectsin China
under Actis'real estate portfolio
resumedby early April.

The Chinese centralbank has
injected massiveliquidity to soften
the blow to the economy. Many
Private Equity and special situation
funds are also actively looking for
distressed opportunitiesin China.
Atthe sametime,lawyersare forthe
first time determininghowto apply
Force Majeure for clients who wish
to pullout of deals agreed before
January.
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Streetview

COVID-19 chronicles: Hong Kong

Thomas Liu
Real Estate,
HongKong

tliu@act.is Watch this podcast

atwww.act.is

With 17 years behind us, SARS
should have beenadistant
memory. However, backin 2003
HongKong was the epicentre of
the outbreak, much like Wuhan for
COVID-19. SowhenHongKong
had thefirst confirmed case of this
new SARS like Coronavirus on 22
January, itwas no surprise that
memory of SARS came back for
most HongKongresidents. There
was animmediate rush for surgical
masks, hand sanitisers, riceand
toilet paper. Therewasno “shelter
athome" requirement but most
people broke from traditional
Chinese New Year practice of
visiting friends and families during
the annualfestivity and generally
stayed home.

Stillreeling from the anti-China social
unrestthathadjuststartedtoease
atthe endof2019, the HongKong
Governmentagain came under
pressure to sealthe borderwith China
to stemtheinflow of visitors. Alocal
union of medical service workers
evenwentonalimited strike to put
pressure onthe Government. The
borderwas essentially closed by early
Februaryand work-from-home was
introduced forallnon-emergency
public servants after the Chinese
New Year holiday. The Government
also encouraged private companies
to follow suit.

Despite the criticism of theinitial
response, the Government seemed
to have the outbreak under control
with the totalnumber of confirmed
casesinHongKongkeptto fewer
than 100 at the end of February.
Governmentemployeesreturnedto
office on 2 March and life seemedto
slowly returntonormalwith people
generally feelingthat Hong Kong
had avoided any community-wide
outbreak.

Butthe sense of ease was shortlived.
With the influx of local and foreign
residents from US and Europeinearly
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March, the number of confirmed
casesincreased 7-foldinamonth. As
aresult, Governmentandthe private
sectorresumed work-from-home for
mostemployeesin mid-March. More
stringentmeasuresincluding the
closing of many private businesses
suchas health clubs, beauty parlours
and bars were gradually introduced.
Public gatheringare now forbidden

With most ofthe new casestraceable
torecentlyreturnedresidentsand
their close contacts, thereisstilla
resilient sense of normalcy among
localresidents. People are getting
used toworking fromhome while
fightingforaquiet "Zoom space”
intheirnotoriously smallflats with
their children taking classes online.
Neighbourhood cafes are becoming
crowded co-working space forthose
seekingachange of scenery. Atlocal
grocery storesand wet markets,

itis stillacommonsighttosee
people shopping for fresh meatand
produce while dutifully wearing their
surgicalface masks. And withtypical

weekend city dweller destinations
like cinemas and malls either closed
or shunned, more are takingup the
healthier option of hikingalong the
many mountain trails, with some
popular ones becomingjammed with
face mask clad hiking novices.

Backin 2003, unemploymentin
HongKongreached a trough of 5% at
the height of SARS. With COVID-19
havingamuch more devastating
impact globally, the economic pain
islikelytobe deeperandlonger
lasting. Thereremains hope that
Hong Kong, togetherwith other East
Asiannations andterritories such as
China, Korea and Taiwan, could avoid
the fate of US and Europe with the
current wave of outbreak and, thus,
look towards mending the economic
painsoon. ltwouldn't hurtfor the
novice hikersto soonbe able toreturn
tothe comfort of air conditioned
shopping malls and cinemas when
the summer months arrive.
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Streetview

COVID-19 chronicles: Korea

Julian Kim
Real Estate,
Seoul

jk/m@act./s Watch this podcast

atwww.act.is

What we see onthe ground

Despite significant turbulencein
the early stage of the outbreakin
Korea, life now has mostly reverted
tonormal with the exception of
everyone wearingamaskand
frequently using hand sanitisers.
Koreamay not have the most
sophisticated medical technology
intheworld, yetitistopclassin
terms of offering quality medical
treatments ontime at affordable
costs. Visitingamedical clinicor
generalhospital has always been
relatively easy and affordable.

This did not change substantially
throughout the outbreak due
toanumberofreasons: (i) the
dedicationand commitment of
medical staff; (ii) the Government’s
prompt, efficientand transparent
responses testingandtracking
new cases almostinstantaneously;
(iii) a centralised public healthcare
systemthat provides everyone
access to quality medical services
atanaffordable price, and (iv) one of
theworld’s highest concentrations
of medical facilities per capita.
Costsassociated with the entire
COVID-19 process, from testing
totreatmentare coveredby the
Government forall citizens, when
suchtestingis deemednnecessary
by doctors. Accordingtothe
Ministry of Healthand Welfare. as
of 17 April, thereare 612 screening
clinics across Korea.

Demandfor daily necessities has
risen, yet many retail stores both
online and offline are still full of
suppliesincluding hygiene products
with no sign of panic buying. In
additionto the Government
regulated masks one can easily
purchase any consumableitems
he/she needs atretail price, evenin
regions suchas Daegu city which
sufferedthelargestnumber of
confirmed cases. Large public
gathering activities have been
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Switzerland

reduced (e.g., cherryblossom
festivals routinely heldin April),
yetthere are stillmany peoplein

the streetsandin public places,
while makingreasonable efforts to
practice the so-called two metre
“socialdistancing”. The mostnotable
changeinthese public places and the
peoples' generalbehavioursis the
increased awareness for sanitation
andhygiene. Ithas become almost
impossible notto see ahandsanitiser
inany public place evenincluding
citybusesand subway stations that
also give away free masks often.
Nevertheless, maintainingthese
available supplieshasnotbeenan
issue. Many people never stopped
working fromthe office throughout
the outbreak and enterprises that
required workingfromhomeare
beginningto endthe policy. Since
the outbreak, the Actis Korea team
hasremainedinits office, located

in Gangnam, whichhashadno
confirmed cases. Likewise the
99,141 m? Young City building we
developedin Southwest of Seoul
has continuedto operate since the
outbreak. Since completion, Young
City hasbecome alandmark office
towers buildinginits submarket,
successfully attractingtarget
anchortenants suchasacallcentre.
While these tenantsimplemented
awork-from-home policy partially
toreducetherisk ofthe spread,
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theyhave beenlargely unaffected
with zero confirmed cases and they
are now reinstalling their staff. On
15 April, Korea successfullyheld a
parliamentary electionin the midst
ofthe pandemic becoming one of
thefirst nationstohold anational
electionas scheduledsince the
outbreak, while many other nations
postponed.

Nevertheless, the negativeimpact
is still serious

The economy has been hit by rapidly
decliningexportactivities and
shrinking businesses. Domestically,
theimpacthasbeen particularly
severe onthe self-employedand
SMEs as (i) they are often the most
vulnerable to such exogenous
impacts, (i) they mostly operate at
offlineretail venues suffering the
heaviest blow, and (iii) Korea has

one of the highest percentage of
self-employedinthe world. Our
newly opened mixed-use hoteland
multi-tenant retail facility in Seoul has
beenseverely hitby the crisis, though
the hotelis still faring relatively well
with occupancy of 20-40%, much
higher than other competinghotels.
Understandingthe challenges, we
have been actively supporting our
retail tenants suffering significant
revenue cuts through marketingand
promotions both monetarily and
strategically. We areimplementing

Exhibit 1: Number of hospitalbeds per 1,000 inhabitants
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extrameasures forthe property
management companies to control
thevirus spreadincluding offering
free hand sanitisers andinstallation
ofthermal cameras and antibiotic
films across the entire facilities.

Koreahas takenmany initiatives to
minimise the virus'impact onthe
economy through both monetary
andfiscal policies. Key monetary
policiesinclude (i) lowering the policy
rate by 0.5%p to a historiclow 0.75%,
(i) providing unlimited liquidity over
the next three months through
open market operations (OMOs),
whichis effectively the nation's first
attempt of quantitative easing, (iii)
expanding the pool of eligible OMO
participantstoinclude select non-
bank financialinstitutions as wellas
thelist of eligible OMO collaterals,
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(iv) easing collateral requirements
fornetsettlementsinthe Bank of
Korea ("BOK") payment system,
and (v) increasing the ceiling of

the Bank Intermediated Lending
Support Facility targeting SMEs

by KRW 5 trillion (c.0.26% of GDP)
to KRW 30 trillionand lowering the
interestto0.25%. The BOKalso
openeda bilateral swapline with
the Fedfor US$60billionto stabilise
the FXmarket. The Government
announced afinancial stabilisation
plan of KRW 100 trillion (5.3% of
GDP) focusing on supporting SMEs
severely hitby the pandemicand
stabilising the financial market
including both equity andbond.

Theimpactofthevirus

Theoutbreakis expectedto
accelerate growth of online activities
includingretail, entertainment,
education, and businesses. It

has provided an opportunity

for consumers to familiarise
themselves with online platforms
and activities, previously considered
offline territory. Online orders of
consumables have surged, data
traffic created by media streaming
service platforms has grown rapidly,
andonline schoolingand working
fromhome are now widely adopted
across the nation. This trend has two
keyimplications fromarealestate
perspective - (i) growing data traffic
drives demandfor cloud services,
whichrequire massive data centre
space for operation and (i) prompt
andaccurate delivery of awide variety
of daily consumables are the key

to successforonlineretailersand
this requires sophisticatedlogistics
facilities locatedin strategically
valuable areas.

Thatbeingsaid, offline space will
continue toremainan attractive
venue. Offline retailis becoming
aform ofentertainment offering
unigue shopping and visiting
experiences that online platforms
cannot. The sameis true for
hospitality businessesincluding
accommodation services, whichare
expectedtorecoverastravellers

will eventually return backand

locals willspendtheirleisure time at
entrainment destinations. People
are already becomingincreasingly
weary of stayingindoors with limited
activitiesand such suppressed
demand for offline retailand
entertainment couldresultinasharp
recovery once thecrisisis over. Akey
lessonthatthe pandemic has taught
usistheincreased awareness about
sanitationandhygiene, which has
animportantimplication for offline
space. Hence, maintaining hygienic
andcleanenvironmentwillbecome a
key attraction factor for visitors and
overthelongterm, offline spaces
will provide more pleasant and safe
environmentthat could attract more
visitors.
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With 1.3 billion peopleanda
significantly under-funded andill-
equipped public healthcare system,
therapid spread of the virus could
potentially have a catastrophic
impactinindia. The Government
hasbeenacutely aware of therisks
froman early stage of thecrisis,
and has putinplace preventive
measures startingas early as
January 2020, whenthefirstnews
reports ofthe COVID-19 spread
emerged from China.

Indiawas earlyinto the fight against
COVID-19. Initial containmentin
January focused ontravelfrom
COVID-19impacted countries,
with travelbanand mandatory
guarantine alongside extensive
airportscreenings. As the number
of COVID-19 patientsin India kept
increasing, parts of the country
wentinto asemi-lockdownin
mid-March, includingcomplete
suspension ofincominginternational
commercial passenger aircrafts;
somerestrictions ondomestic
travel; closure of educational
institutions, gyms, museums, and
theatres; bans on mass gatherings;
andwork fromhome policies for
non-critical businesses. Thiswas
followed by a countrywide lockdown
of three weeks startingMarch 25
(subsequently extendedto 3 May),
with allnon-essential businesses
andtransport completely shut down,
and people movementrestricted
toessential suppliesand medical
visitsto doctors. Foracountry

with anunorganised workforce of
more than 400 million people, most
of whom are daily wage earners, a
complete lockdown was a difficult,
butultimately necessary step.
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Intandem, the Government
announceda series of fiscaland
monetary measures to supportthe
economy andits citizens, especially
the most vulnerable low-income
households. The Government
announced afiscal stimulus package
in March (worth 0.8% of GDP), which
entails direct benefit transfers
(cash, food and cooking gas) to lower
income households andinsurance
coverage for healthcare workers.
Cashtransfers have beenfacilitated
throughdirecttransferintobank
accounts of beneficiaries seeded
with Aadhar (national biometric
identification), althoughincases
where suchbankaccounts were
inactive, beneficiaries have hadto
dependuponnon-Governmental
agenciesfor subsistence. The

fiscal package wasin additionto
acommitment of US$2 billionto
upgrade the healthinfrastructure
for COVID-19including testingkits,
personal protective equipment,

ICU beds and ventilators. Monetary
measuresinclude areductionin
borrowingratesby 75-90bpsandan
injection of liquidity into the banking
system throughvarious means such
asreduction of Cash Reserve Ratio
(CRR)and providing directliquidity
tobanksunderlongtermrepo
operations. The Central Bank of India
alsorecommended thatallenders
offer their customers a moratorium
of 3months, on monthlyinstalments,
onalloutstandingloans. In addition,
the Central Bank has provided
regulatoryforbearance onasset
classification of loans to MSMEs and
real estate developers

Five weeksinto the lockdown, there
is partial successinslowingthe
spread of COVID-19 notwithstanding
possible underreportingduetoa
slowramp up of testing. However,
theimpactonthe countryhasbeen
profound, bothinterms of dislocation
inpeople'slives and the economic
cost.Many sectorsinthe economy
have come to a grinding halt while
othershave slowedtoatrickle.

The closure of all offline stores
(barring groceries and medicine
shops) has materiallyimpacted daily
paymentvolumes at our portfolio
company, Pine Labs, declining by
more than 50%, while in store credit
volumes enabled by Pine Labs have
completely disappeared. Newloan
disbursements at Profectus Capital,
our SME focusedlending business,
have cometoahalt; however, the
lockdown has seendemand almost
double atanotherinvestee company,
BigBasket, whichis India's largest
online groceryretailer. This has
presentedaunique challenge forthe
business, asitstrugglestoservice
this huge spikeindemand, due to
supply andlogistical constraints,
particularly thereductionindelivery
personnelonthe groundand
declineinmanufacturing activity
leading to lower availability of goods.
Onthe otherhand, electricity
supply has been classifiedasan
essential service as aresult of which
operating plants of Sprng Energy
(ourrenewable energy platformin
India) continue to supply energy to
the gridthoughthereisatemporary
haltin construction activitiesin new
projects.

Our portfolio companies are focusing
oncostmanagementand preserving
liquidity. Delaying capital expenditure,
stretchingvendor payments,
recruitment freezes, shutdown of all
marketingexpenditure, renegotiation
of rental payments, and substantial
reductionintravel expenses over

the yearare some of the measures
beingputinplace. Inaddition, they
have activated Business Continuity
Procedures (BCP) to ensure that the
workforceis able towork fromhome
smoothly,and remotely access all
business-critical applications.



Theunprecedented nature of the
crisismakes it difficult to forecast
the period and severity of disruption
to economicactivity and consumer
behaviour. However, itis evident
that certainbusinesses willhave
amore severe andlonger lasting
impact than others. Discretionary
consumer spending onrestaurants,
movie exhibition, consumerdurables,
leisure travel, hospitality and vehicle
purchasesare expectedtoseea
severe declineandaslowrecovery
over 6-12 months post the lockdown.
Inaddition, lending businesses are
expectedtohave achallenging
12-18 months, giventhe expected
declineinconsumer and business
spending, and a spikeinbadloans, as
consumers and businesses struggle
with repayments on their existing
borrowings.

Severereductionsingrowth
estimates areinevitableasthe
lockdown period extends beyond
the end of Apriland more recent data
becomes available. Our expectation
isthatthe policy response by the
Government tothe demand shock
from COVID-19 willbe focused on
ensuring food security and minimum
income supportforthe pooras well
asmonetary measures by the Central
Bankinthe form of rate cuts and
liquidity enhancement.

Inthese unprecedentedtimes, Actis
portfoliocompanies have stepped up
tohelplocalcommunities deal with
basiclivelihood and health
challenges. Forexample, Sprng
Energy hasfocusedits community
engagement efforts towards
provision of staple food materials in
villages close to our projectsites. In
anotherintervention, Sprngis
supportinglocal self-help groupsin
manufacturing of protective masks
and spreading awareness about use
of this vital protective equipment.
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COVID-19 has spreadacross the
Gulfregion. As Governments
aroundthe globe grapple with
stopping the spread of the virus,
GCCstateshaveclosedborders,
restricted travelandlocked down
populations. Thisincludes closing
places of worship and cancelling
some highly sensitive and religious
events creating highemotionsin
the Gulfand throughout the world.
Inaddition to battling the disease,
most GCC statesare dealingwitha
significant drop in the oil price, with
huge hits to Governmentrevenues
andfunding challenges.

Lookingat some of onthe ground
statistics andactions by key GCC
States:

KSA (Kingdom of Saudi Arabia),

as of late Aprilhave >4,500 cases,
increasingby 5-6% perday. The
Governmenthasimplementeda
fulllockdown except for essential
servicesand acomplete curfew from
8pmto 6ameachday. Holy sitesin
Meccaand Medinahave been closed
with highly restricted access, this
resultinginasignificantimpacton
Islamic holy tourism, estimated to be
approximately five million arrivals a
year.

Tocombattheimpactthe
Governmenthas providedinterest
free funding to banks to allow for
paymentandinterest holidays, KSA
nationals have beenassuredsalary
forany companies unable to pay
salaries, Governmentfees andrental
reductions. The shutdownis severely
impactingall sectors, includingthe
consumer sector, and ourinvestee
company Kudu (leading QSR chain)
ishavingtonavigate a very difficult
environmentandearnitsrevenues
exclusively fromhome delivery
andtake away (duringrestricted
operatinghours).

UAE (United Arab Emirates), to date
has >5,000 cases, increasing by 7-8%
perday. Thisvirusimpacthas been
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significantespecially inthe busy hub
of Dubai, which thrives on tourism
andretailfootfall. UAE asawhole
isexposedto Oil & Gasrevenue,
tourismandreal estate, all of which
are under significant pressure. The
feelings of many are of high concern
andworrydue tojob security and
delaysinbusinessresumption. The
Governmenthasimplemented
afulllockdownfrom 1 April 2020,
stoppedallairlines operations and
anumber ofhhotels have shutdown
until tourismopens again. The
shutdownis severelyimpactingall
sectors, including the consumer
sector,and our investee company
Kudu (leading QSR chain) is having to
navigate a very difficult environment
andearnitsrevenues exclusively
fromhome delivery and take away
(during restricted operatinghours).
The Governmenthasundertakena
major city disinfection drive and has
restricted accessin certainareas
thatareidentified as highrisk. There

isamajor drive tomove all services
online andthatisincentivised by
the Government. Thetargetfor
businessesto slowly resumeis
expectedfrom 1 May 2020 onwards.

Qatar and Bahrain, have similar
numberstodate of >4,000 cases,
increasing by 3-5% per day. Kuwait
and Bahrain, which are much smaller
populations have >1,000 cases and
increasing by 5% per day. Similar
restrictionsasin UAE andKSAare
beingappliedas well.

Familiesare havingto adjusttothe
new norm with children studying from
home, thisis expectedto continue
fortherestofthe academicyear
untilend of June 2020. Lifestyles are
restrictedto apartmentsorvillas
withrestricted ability to conduct

any outside sportingactivities.
Socialisingis now entirely virtual.

As GCC, braces forthe sweltering
summer temperaturesin nextfew
weeks people continue tolive hoping
and prayingfor life back to normal.

UAE: Public health
warning poster
deployedona
street by Sharjah
Municipality
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The COVID-19 global pandemicisa
crisisunprecedentedinthelast 100
years. Ithas hitanunder-prepared
world, is now effecting allmarkets
andsectors,andhasresultedina
near-global shutdown of the world
asweknowit. Whilst Europe, the
US and Asiaareatamoreadvanced
stage of the crisis, the MENA
regionisrapidly movingup the
infection curve with challenges
compounding.

Ataregionallevel, COVID-19is
takingitstolloneconomiesintwo
main ways: shutdowns (ranging from
partialto full) andloss of demand
ontheback of social distancing
measures whichare hampering
consumption. While these are the
two biggest challenges, clearly
there are others -including supply
chaindisruption, loss of confidence,
currency devaluations, liquidity
constraints and slower M&A activity.

InEgypt, the most populous country
inthe MENAregion, the Government
hasimposed an evening curfew
since the end of Marchand has now
extendedittothe 23 April, albeit
slightly reducing the curfew period
toreduce congestioninpublic
transport. As partofthe curfew
extension, the Governmenthas now
movedto ease somerestrictions

like authorisingrestaurants'home
delivery services around the clock,
althoughindiningis stillnot allowed.
Government offices offering services
tocitizens willremaintotally closed
(the only exceptions being health
and security related parts of the
Government).

The Governmenthas also taken
abasket of measurestotackle
theimpact of COVID-19.Onthe
monetary policy front, interestrates
were cutby 300 bpsto ease debt
service burdens onborrowers. The
Egyptian Pound, which has devalued
by 2% since the crisisbegan, may
come under further pressure onthe
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back of capital outflows (reserves
droppedby c.US$5.4 billionin March).
Theimpact of capital outflows willbe
compoundedbythe doubleimpact
of slowdownintrade activity (which

is effectingthe Suez Canaltraffic),
aswellasaseveredropintourism
activity, which was the main source of
hard currency for the economy. The
Governmentalso took some active
fiscalmeasures to ease the burden of
COVID-19 onbusinesses, including
a3 months'postponement of taxes,
abolishment of taxes for 6 months
for tourism businesses, reducing the
price of electricity to the industrial
sector, as wellas providing support
inthe form of export subsidies to
exporters.

With the challenges posed by the
crisis, The Governmentis also paying
alot of attention to socialrisk, and
has takenmeasurestolightenthe
load onthe general population.
Measures takeninclude significant
pay rises to healthcare workers, and
settingup arelieffundto support
employeeslaid off due to the crisis.
The already established conditional
cashtransfer programs (Takafuland
Karama), which are now covering
overtenmillion people, willbe of even
moreimportance duringthe crisis to
ensure thatthose mostinneedare
able toweatherthecrisis.

Interms of daily life, working from
home hasbecome abigfeature of
the economyinthe last two weeks,
andevenboard meetings and
shareholder meetings have now been
allowed by the regulator to take place
viavideo conferencingtechnology.
There hasbeena bigshiftin
consumer habits towards e-enabled
platforms, be it fore-bankingand
digital payments (where ourinvestee
company Fawryis aleadingplayer), or
online grocery shoppingvia outfits
like "Gourmet Egypt". Even medical
services areincreasingly relianton
limited contact (e.g. house visits
andonline testresults offeredfrom
our leadinglabs businessIntegrated
Diagnostics Holding), or shifting
alarge part of outpatientclinics
atourleadinghospital business
CleopatraHospital Group tohome

visits. Educationmodes are also
increasingly shiftingto online
teaching (where our pan-African
Higher Education business Honoris
United Universitiesisleading the way
indigital transformation of education
across Africa).

The pictureis very similar elsewhere
inMENA. Inthe Maghrebregion,
Tunisiaand Morocco are both
under alockdown, although public
adherencetothelockdownis
somewhat patchy especiallyinrural
areas. The Governments thereare
actively working on providing support
through multiple measures, butloss
oftourismrevenues, coupled with
capital flowsis takingits toll (including
onexchange rates, which are coming
under pressure), and social riskis very
much top of mindfor Governments.

Allacross MENA, COVID-19is taking
its toll. While the focus fornowis on
navigatingtheinstantimpactofthe
crisis, as and whenthis crisis abates
there willbe valuablelessons learnt
by Governments, businesses, and
people alike. Perhaps akeylearning
willbe theimportance of the new
economy anddigital transformation,
whichhas nowbecome anecessary
feature forallsectors. Every cloud has
asilverlining, andthe COVID-19 silver
lining (if one exists at this stage) is
verymuchadigitalone.
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The most famous of South Africans,
Nelson Mandela, wasahuge
boxingfan. Theimage of himinthe
boxingringin hisyoungeryears
iscommon placeinany collage

of Madiba photographs. Inearly
2020, the boxinganalogy would
have South Africadeepinthelate
stages ofabout, staggeringon
wobbly legs fromadecade of blows
from corruption, mismanagement
andideology outcomes that have
put the economy, employment
and thefiscus onaweakfooting.
Then came the sucker punch of
COVID-19.

Entering this pandemic, the South
African economy has delivered close
t01% GDP growthinrecentyears.
Worrisome national unemployment
levels of 28%, has been particularly
concerningat the youngerend of
the workforce where the number
isnowover 50%. The antagonistic
relationship betweenbusiness and
governmenthadnotrecovered
fromthe Zumaera. Financial
mismanagement of parastatal
organisations and municipalities
has hardly helped. Eskom, the
state owned power utility has until
now been consideredthe biggest
financial risk to the country where
Ramaphosa's government seemed
trappedbetween hard financial
decisionsincludingthe needto
reduce bloated staff costsand
politically unpalatable layoffs.

Againstthis backdrop, therewas a
growingfrustration atthe perceived
lack of action from President
Ramaphosain hisleadership of South
Africa. The consultative process of
governmentandthe question of how
much power he hasinhis party have
influenced these perceptions.

Thencame COVID-19. Ramaphosa's
response has beenlauded
almostunanimously by market
commentators, as the moment this
presidentwholeheartedly unifieda
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nationalresponse with tremendous
personalleadershipinthe face of this
crisis. Heis seentohave acted swiftly
androbustly, whilstappearing highly
empatheticto the hardship that so
much of South Africa now faces.
After so many years of dire leadership
in South Africa, it feelswe nowhave a
statesmanincharge.

The Ramaphosaresponse has
beentointroduce one of the most
severelockdownsinthe world,

whilst delivering this decision with
authentic, empatheticleadership.
Before afatality wasincurred, a
national disaster was declared and
within 10days, athree week national
lockdownwas announced. This

has been furtherextended by two
weeks. During this time only food,
healthcare, bankingand security
services have been deemed essential
services. Thesevigilantearly moves
look to have hadinitial successin
“flattening the curve", and certainly
three weeks in South Africa has not
hitthe exponential spread of the
virus seenin countries with less
dramaticlockdownregimes. This
has bought time for stretched and
under resourced state healthcare
services to ready themselves for

the potentially dramatic strain
ontheirresources,andtoreach
communities on much needed
testingprograms. The coming
months, like the rest of the world,

are fraught with uncertainty has

to how far this virus will spread.
Tremendous concernremains onthe
vulnerable. The high prevalence of
HIV Aids and Tuberculosisin South
Africacombinedwith constrained
healthcare services, leavesa
populationvulnerable to the health
impacts of the pandemic. The
already highlevels of unemployment,
the number of poor people reliant
ontheinformal sector fordayto

day economic survival,and now
afurtherloss of formalincomes
leaves a populationvulnerable to dire
economicimpacts. Suggestedhand
washing protocols hardly help people
withlimited exposure torunning
water. Combined, the concerns

of socialtension aslockdowns are

extended presents amajorrisk that
Ramaphosamustnavigateinthe
decision path that lies ahead.

Whilstthe healthcareimpactis still
initsinfancy, the financialimpact
ontheeconomyhasbeen swift. A
dramatic 30% currency in March, was
followed by aMoody's downgrade
onthe eve ofthe lockdown (allthree
major ratings agencies now have the
countryon "junk" status),and now
atthetime of writing, aneconomy at
near standstillduringlockdown.

The Actis portfolio across South
Africahasunderstandably been
heavilyimpacted. Interestingly, six
of our eight Private Equity portfolio
companiesin South Africahave some
oralloftheir operationsdeemedan
essential service. Howeverevenin
these businesses the practicality of
runningthe businessis challenged
by consumers stayingathome,
regulatoryrestrictions, and supply
chainchallenges. Ourrenewable
power projects have been caught
inregulatoryuncertaintyinthe

initial stages of lockdown butare
now facing the challenge of Eskom
announcingits plans to enforce force
majeure clauses, tolessenits own
financialimpact of excess energy
capacity duringlockdown. Our single
realestateinvestmentis curtailing
currentnew warehousing projects
underway.

Through thisremarkably challenging
environment, there are some

bright spots. Newinvestment
opportunities have emergedin
Private Equity and Energy where
fundamentally sound businesses or
projects withrobust prospectsare
seekingfresh capital ornewowners.

At anationallevel, the unifying
decisive government actionand
private sector support couldjust
betriggerforasetofactions that
leadto abrighter outlook once the
COVID-19 erasubsides. InSouth
Africathis comingtogether forthe
communalgood,iswrappedinthe
term Ubuntu. A profoundneed for
nationalandglobal Ubuntuis whatis
neededinthis uniquely challenged
time.
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The beginning of thelifecycle of an
African power plantisinherently
global. Imported development
skills, capital, equipment and
contractors combine withlocal
ingenuity, regulationand workforce
tocreatealong-lastingelectricity
provider to fuelhungry economies.

The African continent'sreaction
tothe COVID-19 virus pandemic
uncoversthe complexities of that
globalism. Across our portfolio

we have nine projects under
constructioninfour countries. You
can'tdo muchworkingfromhomein
the construction field. Three of the
projects are being built by Chinese
contractors, who from January
2020implemented quarantining at
sitesinKenyaand South Africa for
anyincoming Chinese nationals and
worked around supply chainissues.
This causedlimited disruptionand
construction continued on schedule.

[twas the Februaryand Marchimpact
ofthe Europeanand American
COVID-19 outbreaks whichhada
greater effect.In South Africa, the
first COVID-19 cases were detected
inlocals and Europeansreturning
from European skiholidays. In Kenya,
thefirst caseidentified was awoman
returning from the US via London.
Worried about lack of medical
resources, African Governments
swiftly and smartly movedto close
bordersandimposedvarying
degrees oflockdowns to slowthe
spread.

In Kenya, while the Chinese and
Kenyan workforce continued with
appropriate healthmeasuresinplace,
other expatsworkingas advisors and
suppliers were repatriated, halting
certain commissioning activities
pendingworkaround solutions. A
similarissue with expats has affected
ourwind projectin Senegal.

InSouth Africa, whereamore
sophisticated local skillsetis available
andhence projectsrelylesson
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expats, ithas beenadifferentstory.
The stricter nationallockdown
rules,inwhich people canonly leave
theirhousesto buy food or visit
ahealthcare facility unless their
services are considered essential,
has causedour construction sites to
move to a skeleton crewand pause
construction activities.

Inaddition to the construction
projects, Actis portfolio companies
ownandoperate an additional seven
power plants aroundthe continent.

Giventhe limited nature
of on-site human activity
during operations, and
the deeming of operating
plants as “essential
services"duringa
lockdown, theimpact has
beenless marked.

Health and safety canbringpeople
together, especiallyintimes of
crisis.In Senegal, stafffrom Azura's
Tobene plantandthe neighbouring
Lekela Taibaplanthave been
hosting workshops with community
membersincludingwomen, children
andimams about COVID-19

symptoms, mitigationandtreatment,

including provision of soap.

While most of our African markets
are seeingatemporary ~20% drop

in electricity demandduringthe
lockdowns, placing some strain
onthe utilities'balance sheets, we
observeandare actively encouraging
additionalmultilateral supportto the
African electricity sectorstoensure
our offtakers remain healthy during
and post-pandemic. In South Africa,
Eskom sent force majeure notices

to operating wind projectsincluding
oursinthe Northern Cape, citing
potential grid stability issues, which, if
utilisedand provenlegitimate, offers
limited curtailment ability in the PPA.
Thisis expectedto affectthe Eastern
Cape givenits morning wind profiles
andthe reducedindustrialday time
demand duringlockdown.

Thefuture of the Africanenergy
sectorisstillbright. The fundamental
and enduring power of low cost
electricity supply in risk-mitigated
structuresin Africameans thatthese
temporary COVID-19 interruptions
willhave minimallongterm effect on
ourinvestments. Low cost electricity
keeps hospitals working, schools
openandfactoriesrunning. Alsoand
importantlyitencourages FDlinto
countries focused on expanding their
economies.

Afterthe COVID-19 lockdown, we
expectthe renewable revolutionto
continue apace. Low cost electricity
willbe evenmoreimportantinapost-
pandemic world.

Azura ESGteam during the Coronavirus awareness campaign
programin Owegie primary schoolat Orior-Osemwede Community.
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Low oil prices exposes fiscal
vulnerabilitiesinaddressing
COVID-19

Nigeriafelt theimpact of COVID-19
evenbeforeit confirmeditsinitial
caseinlate Februaryas slowing
globaldemand and the inability to
stabilise prices via production cuts
depressed oil prices. With oil prices
way below the original 2020 budget
benchmark price of $57, fiscal
revenues couldbe atleast 40%
downyearonyear. Nigeria's ability
torespondtothe global pandemic
andthe associated global downturn
hasbecome even more daunting.

Containment strategy challenging
foramostlyinformal workforce

As confirmed casesrose, the
Governmentimplemented social
distancing policies to contain/
flatten the curve of the epidemic;
including closingborders, stopping
internationalflights, banning all
gatherings and shutting down
schools/universities. On 30th March,
a 14-daylock downwas institutedin
Lagosand Ogun States and Abuja,
the keyinternational gateway cities
thataccount forover 75% ofthe
confirmed cases. COVID-19 has
spreadto 19 of Nigeria's 36 states
most of whom are adopting of social
distancing policies.

Containmentand social distancing
policies are necessary givena
healthcareinfrastructure that
can'tmanage a full blown epidemic.
Despite this, the sustainability
ofthe lockdownis questionable.
Thisreflects (1) the highlevels of
unemployment/under employment
estimated at over 55% of workingage
population, (2) the near 90m people
livingonless than $2/day; and (3) the
high proportion of workforce inthe
informal sector dependent daily/
weekly wages withno savings to tide
over thelockdown. There hasbeen
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someintervention by the federal
Governmentviadirect transfersto
areported2.6mpeopleacrossthe
countryandfooddistribution by
regional Governmentstoabout0.5m
vulnerable households. Ironically
implementing these social programs
resultedin chaotic crowds that
totally negated the principle of social
distancing.

Crowded and unsanitary living
conditionsin slums render social
distancingimpracticable and possibly
ineffective. Hence, itis unlikely that
the lockdown canbe sustained for
muchlonger without social upheaval.
Already there have been sporadic
violentincidentsin suburbs of Lagos
and Ogun.

The COVID-19 healthcareresponse
andimpact

Federaland state Governments
have ramped up COVID-19response
facilitiesand have been commended
by WHO for the pro-activeness of
the testing, isolation, tracingand
monitoring of the confirmed cases
andtheir contacts. Thoughwidely
notedthatthe rate of testingis still
quiteinsignificant, the numbers of
the criticallyill patients presentingin
hospitals remains low.

Limited Capacity for Fiscal Stimulus

Depressed external conditions
(capitalflight by foreign portfolio
investors, weaker diaspora
remittances, pressure onexternal
reserves andcurrency) and
deteriorating fiscal conditions
(fromdropin oil prices, lower tax
revenues, widening deficitand debt
sustainability pressures) willincrease
economicmiseryin 2020. The
economy is now widely expectedto
contract, unemploymentwillrise and
inflationary pressures willworsen
fromtheincreasein VAT from 5% to
7.5% that cameinto forcein February
aswellas theimportedinflationfrom
the adoption of the single exchange
rate and the weakening of the NGN
onNAFEXby 6.67%. The central
bankannounced monetary stimulus
which are targeted at productive
andimpacted sectors, including

healthcare aswellasregulatory
forbearance tofacilitate loan
restructurings.

While revenue was reduced 40%
reflectdropinoilrevenues, costs
only reducedby 3%. Hence, the
fiscaldeficitandborrowingare setto
mushroom.

Takingadvantage of the crisis to
implement key reforms

One positive, isthe planto seek
lowinterestloans from multilateral
agenciesto fundits deficit, which will
give animpetus to the Government's
economicreformplans.Long
planned oil subsidy removal, full
deregulation of the downstream
oilindustry and adoption of single
exchange rates have beenrecently
announced as wellas plans to
privatise the refineries.

Impact on Actis Portfolio

Socialdistancing policies will likely
remainin place until the global
pandemicis fullyunder control. We
thus expect that there willbe more
significantmedium termimpacton
traveland hospitality, entertainment
andretail subsectors exposedto
discretionary spend consistent with
othermarkets. Ourinvestmentinthe
Four Points SheratonHotelinLagos,
abusinesshotelhas seen ashrinkage
ofitbusiness from traditional
overseasandregional business
travellers duetotherestrictions on
traveland gatherings. New business
opportunity hashowever arisenfrom
corporates seekingtoaccommodate
keyworkers close to the critical
business sites during the lock down.
This does not fully compensate for
thelostrevenues, butis welcome to
inorderto meet operational cash flow
requirements.

JabiMallthe leading destination mall
in Abuja, is closed by the lock down
except foressential services that
include food grocers, pharmacies and
restaurants (for takeout/ deliveries
only) allofwhom continue totrade
relatively well. We expectthatit

may take six to nine months post
COVID-19forthetradelevelsand
footfalltoberestored. Hence, there
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Gbagada, Lagos, Nigeria, April 16, 2020,
Lagos State official carrying disinfecting
machines

isactive engagementwithtenants
andlenderto address the cash flow
challenges that the asset will face.

Amore moderateimpact expected
onconsumer sectors fornon-
discretionary goods and services
forexample educationandnon-
bank financial services. Inline with
Government policies to curtailthe
spread of COVID-19, Nile University,
Abuja, aleading private university
acquiredin 2019, closed. Classes
have already resumedon-line
minimising disruptions to the school
calendar, the university's operations
and cash flows.

Asanincreasingnumber of
businesses are able to operate
remotely givenwiderinternet
penetrationand availability of
collaborative tools. There hasbeena
strongdemand fordata,
e-commerce and electronic payment
services andthisis driving co-
locationservicesindatacentres. The
Actis owned datacentre, Rack Centre
Limited, has experienced some
positiveimpacts with the onset of
COVID-19 suchasimproved debt
collectionandbusiness enquiries as
theimportance of business
continuity has been elevated.
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Global victory over the COVID-19
pandemicwillnot be declared until
asolutionisfoundin Africa, the
last continenttobe struck by the
virusandtheregionleast equipped
tofight the humanitarianand
economic consequences.

Inadequate health services, little
access towaterand poorliving
conditions (where many live five
toaroom) make social distancing
impossible and provide daunting
challenges. Three quarters of the
populationin Africaare underthe age
of 35 and while these demographics
may be expectedto be helpfulthe
prevalence of TB, HIV and malariais
likely to eclipse any benefitayoung
population may have infighting the
Virus.

Forewarnedby therest of the world,
African countries like Kenya have
reacted quickly and decisively to
mitigate the consequences ofthe
pandemic. Benefiting fromthe
experience and advice fromits global
partnersalockdown, includinga
travel banand night time curfew to
enforce social distancing, hasbeenin
place sincelate March long before the
number of confirmed cases reached
100.

Kenya's economic policy response
has beenimpressively bold but for
aneconomy already operatingahigh
fiscaldeficitand anuncomfortably
highlevel of national debt the
Government canonly do somuch.
African finance ministers have
already made calls to the multilateral
community for $100bnemergency
financing. Allthe evidence to dateis
thatthis support will be forthcoming.

Themonetary and fiscalmeasures
introduced by President Uhuru
Kenyattaon25Marchareaimedat
helpingbusinesses preserve jobs
and alleviating the suffering ofthe
poorestmany of whomleadahand
tomouth existence. Government
officials have taken pay cutsand the
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private sector'sresponse has beento
quickly rally behind theseinitiatives by
contributing, often charitably, to the
callto continue the supply of goods
and services essential to everyday
life.

Although the Kenyaeconomy has
the benefitof beingone of the
mostdiversified economiesin

sub Saharan Africaand, asanoil
importer the recent oil crisis has
hada positive effect oncurrency,
balance of payments andinflation,
the country's export facingindustries
suchashorticulture, tourismand
manufacturing have borne the brunt
with adevastating consequence to
jobs. The consumerandtransport
sectors have alsobeenveryhardhit.

Atthe core thefinancial services
sector continuesto operate
effectivelyandbanks are being
encouragedby theregulatortobe
accommodating towards corporate
debtrestructurings. Itisfortunate
that Tier 1 banks camein to this crisis
well capitalised and highly liquid.

The Kenya shilling has, with support
fromthe central bank, remained
comparatively strong, however it
remains to be seenforhowlonginthe
face of lower diaspora remittances
andacollapseinexports.

Meanwhile life for the average
Kenyan continues albeit quietly and
with agreatdealmore uncertainty.
Thetransitionto asociety now
workingfromhome hasbeenmade
seamlessly, includingin Government.
The NairobiSecurities Exchange
was able to switch toremote trading
overnight.

Kenyans have always embraced
technology andarmedwiththeir
smartphones people are well
informedandso farare observing
therules.UsingMpesa the popular
mobile money transfer platform
people are able to continue day to day
financial transactions without leaving
theirhomes. Home delivery service
companies are booming.

Our portfolioinKenyahas
investmentsineach ofthe three
Actis asset classes givingus abroad
insightinto the varying challenges

this crisis has brought. As portfolio
managers ourimmediate priorities
have beenemployee welfare, liquidity
managementand cost control. So far
we have not made any consequential
redundanciesinany of our portfolio
companies, though many employees
have beenfurloughed.

No one knows how long this will last
but we are working closely with our
managementteams to have business
continuity plansin place whichmodel
various scenarios. We are fortunate
tohave veryaccommodating
relationships with our respective
banks.

Eachbusiness offersits ownunique
challenges. Kipeto, our 100 MW wind
farm currentlyin constructionwhere
CMECisthe EPC contractor, faces
the social distancing challenge of 300
Chinese and Kenyan nationals living
andworkingin close proximity to each
other. The travelbanhas prevented
GE engineers fromenteringthe
country to commissionthe turbines.

Java, our quick service restaurant
has beenhardhit by the Government
imposedlockdownandbanon
inrestaurantdining causing
management to pivot the business
to atake away and home delivery
model. At Garden City, our retail mall
development, tenants are faced

with declining consumer demand,
however we are seeingdemand for
developmentandleasing ofhospitals,
healthcare facilities and data centres.

The situationisfast movingand

itis difficult to predict outcomes.
Ultimately a shock of this kind will
create ashiftinbusiness systems,
supply chains, markets and consumer
preferences and with each of our
portfolio companies we are working
withmanagementteamsto help
them position their businesses for
thisneworder.
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Thefirst confirmed case of
COVID-19in Mexicowasreported
on 28th February. While the
situationdeterioratedin China
throughout February, then Italy
and other European countries
throughout March, Mexicans
observed passively. Afterall SARS
in2002-2003 never madeitto
Mexico whilst HIN1in 2009 was
ultimately less contagious and
lethal thaninitially feared. Aslate
as mid-March President Andres
Manuel Lopez Obrador, or “"AMLO",
played down the threat of the virus
topublichealth. As was widely
reported by localandinternational
media, AMLO encouraged people
to “livelife as usual” as he continued
tokiss supportersintumultuous
rallies.

ltwas the private sectorandbroader
society that eventually started
takingmeasuresinthe absence of a
consistentmessage fromauthorities.
While the Governmentannounced
countrywide suspension of activities
in public schools starting March 20th,
inreality many universities, private
schools and certain state schools
locked down one week before. Most
large corporates mandated work
fromhome protocols two weeks
inadvance ofthe Government's
announcement forthe suspension
of allnon-essential activities on 30th
March.

Actisis alargeinvestorinthe power
spacein Mexico. Our portfolio
companies took decisive early
measures to protect personnel while
ensuring the continued supply of
electricity, aware of the responsibility
we have to continue providing this
criticalinfrastructure service for the
country. We have constantly shared
bestpractices, including adjusting
operations, rotating shift schedules
tominimise contagionriskand
buildingredundancyinto the system:
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thereisalways a standby operating
shiftteamin case afulloperating
teamhastobe placed onquarantine.

As we write thisupdate in early
Aprilthe countryis onamandatory
lockdown that has brought economic
activitytoahalt. The scope of the
economic contraction, estimated at
negative 6% for 2020 by the World
Bank, the sharpest contraction for
any countryinLatin America (except
Venezuela), will likely exceed the
debtcrisis of the 1980s, the Tequila
Crisis of 1995 or the financial crisis of
2009. Ontheface ofit, Mexicoisin
the middle of a "perfect storm" with
depressed Governmentrevenues
(given low oil production andlow

oil prices), COVID-19's supply and
demand shock that willhitkey
sources of hard currency suchasthe
autoindustry andtourism, and erratic
policy signals thathave hindered
investment sentiment.

Thenext 12 months willput totest
Mexico'sinstitutional framework,
inanenvironment thatincludes
achallenging security situation
associated with drug gangyviolence
andthe public's disenchantment
with the politicaland business
establishment. AMLO, whorana
successfulcampaign onthe back of
asingle-themed platform—tackling
corruption—willhimselfbe akey
escape valve forsocialunrestas he
stillenjoys very high approvalratings,
particularlyamonglowerincome
segments who willbe the hardest hit
by the health and economic crisis.
Alas, he has seenhis approvalratings

fallby over twenty percentage points
inthelast twelve months priorto

the COVID-19 crisis, although still
atahealthy 59%, according to poll
aggregator Oraculus.

Yet, this too shall pass. Mexico today
benefits frommanageable fiscal
accounts,ample hard currency
reserves andaccess toliquidity with
the Federal Reserve and the IMF
foracombinedtotal of over $300
billion. Thereis acredible monetary
authority, and acompetitive and
openeconomy thatwillbe well
positionedforthe recovery.Infact,
following the debt crisis of 1986, the
Tequila Crisis of 1995 and the financial
crisis of 2009, Mexico enjoyed
uninterrupted GDP growthfor the
next five years following each crisis
thataveragedinaggregate 4%.

At Actis, we are focused on ensuring
our portfoliocompaniesinthe power
sectornavigate successfully through
these challengingwaters. Ourfocus
ondollar-denominatedlongterm
contracted cashflows, withlimited
exposure to volume or price risk,
provide us with a defensive position.
More thanever, welook to do our
partand are committedto delivering
reliable, clean and cost competitive
power. We are also actively pursuing
new opportunities atatime of
depressedasset prices, building
onthe expertise we have built on
deploying capitalin the energy space
throughthe cycle foralmost 20 years.
V-shape or otherwise, the recovery
willcome.
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"What we learnfrom
historyis that people don't
learn from history”

We saw this wave coming.Froma
health perspective, the measures
takento mitigate the spread

of COVID 19 are supported by
researchand scientificdata, the
main objectiveisto savelivesand
avoid the collapse of an existing
limited health system. In parallel, on
the economicfront, the overriding
priority is to provide supporttothe
low-income populationand avoid
unemployment, as well as keep
small-medium enterprises (SME)
from shutting down.

Brazil's already fragile fiscal situation,
whichis runningaprimary deficit at
2% of GDP and publicindebtedness
at 75% will deteriorate further
ontheback ofthe fiscal stimulus
toalleviate the sudden stop of

the world economy. Meanwhile

the highnumber of informaljobs
poses an additional challenge on
theimplementation ofincome-
transferringmeasures. Onthe
monetary front, the dilemma of
loweringinterestrates vs additional
pressure on BRL (down 30% YTD
against USD) dominates the
narrative.

Keynesian treatmentala Guedes

Finance minister Guedes and his
cabinethave prescribed a Keynesian
treatmenttothe patientbutwith
some doses of Friedman. The fiscal
stimulus packageisrootedinthree
main areas: (i) utilisation of the already
establishedincome transferring
Bolsa-familia program expanding

by more than 1million beneficiaries
toc.15million families that will be
abletoreceive anextralS$110
monthlyincome, in additional to the
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standard USD$75 monthlyincome,
(ii) anadditional c.20million informal
workers willalso be eligible for the
monthlyincome by registeringon
anapp, and (iii) registered workers
willbe ableto secure ayearly
withdrawal from social security
fundsthey contribute to. Aprogram
created by Temer's administration
toenhance consumption during
low economic activity, will secure
additional liquidity to families by

enablingaone-offc.USD200income.

The administrationis consideringa
partnership with Payment Service
Providers, suchas ourinvestee
company Stone, to ensure income
canbetransferredtobothindividuals
and SMEs.

The prescribedtreatment for
companies has acombination of
new and traditional medicines—
minimisingimpact onworking capital
by providing cheaper short-term
facilitiesanchored onthealltimes
lowinterestrate, SELIC 3.75%, or
grantingagrace periodforinterest
payment for public banks and DFls,
and offering tax deferrals.

Thereare furthermeasuresto
enhance bank lending capabilities by
reducing compulsory bank deposit
reserves from 25%to 17%, adding
c.USD12bnto the financial system.
Thenewmedicineisinpractice
puttingin place Paulo Guedes'liberal
idea, of reducinglabour costand
providing flexible working contract.
Theresultisarelieftocompanies by
reducing tax paid over gross salary,
allowing the possibility to reduce
the weekly working hours, oreven
suspending the existing contract,
which will be paid temporarily by
Federalgovernment.

Despite the effort described above
includingac.US$100 billionfiscal
package c.3% of 2020's budget
reallocationand c.US$50 billion
additional budget approved the
economic slowdownisinevitable
—Brazil's GDPisnow expectedto
contract from 2-4%, fiscal deficit
may widen from 2% to 7% and public
indebtedness climbto 85%.

Energy consumption year-to-date
has postedasharp decline of 1.5%
withayearonyear 18%reduction
from 18 —30 March. Furthermore,
the energy billhas alsobeenthe
objectof ananti-cyclicalmeasure
by Bolsonaro's administration—a
granted waiver forlowincome
individuals to pay their bills for the
nextthree months, while vetoing
distribution companies from
stopping supplyingenergy tothose
consumers.

Distribution companies ("DisCos")
willbeimpacted by a greater need for
working capital, as they are obliged

to continue paying thelongterm
energy contracts whilst payment
from part of their customerbaseis
beingwaived, whichincreases the
receivables period. Some companies
withinthe poorestregion of the
countries have c.20-28% low-income
segmentasashare of theirresidential
segment.

The Treasury departmentand
Ministry of Energy are providing
funding of cUS$4 billionto support
distribution concessions during this
turbulence, replicatingthe same
package designedin 2014 whenthe
same companiesfacedasudden
shortage of power derived from poor
hydrology.

Lunchisserved...

The effortand measuresto
overcome the challenges that
COVID-19imposes toanemerging
economy have beenputforward. We
allagreethereis "nofreelunch”, but
currently our Feijjoada (a delicious
traditional stew of beans with beef
and pork)isbeingreducedtoa
Brazilianlunch box, with some familiar
andsome new flavours thrownin. Our
economy needs enough nutrients to
have the strengthtorespondandto
befitfortheyearstocome—recovery
anddeleveraginginmid-longtermis
amust.
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