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Abstract:CDC was bunded in 1948 as part ofthekdg over n me ntdewlopef f or t s

t he economic r esour wlemesSinte tigém COCaspursuesiar e mai ni n
series oftrategies o “do good wi,t hisariginal nassionmvgs mo n ey
phrasedlts approach has includedjriculturalinvesments, project finance loans, direct

private equity investment, lendingvestmentn and operation of power companies, and
fund-of-funds investment. The group also developed an extensive network of offices and

experts on the ground in emerging/frontearkets. In 2004, however, CDC was split in

two groups: the portfolio of companies and the network went witprkatizedfund

manager Actis, while CDC remained governmewned and pursued a fuod-funds

strategy. I n 2012, Cdeditectinvestingand leedxihia nded t o i
article repreentsan effort to learn theessonf its eight years of funds investmemt

short, we determine that funds investme&asan efficient methodof investing large

amounts of money with a small stédfbuild more businesses in moreurdriesthan

would have been possible using a dieeestmentmodel CDC’ s f i nanci al pe:
exceeded its benchmark MSCI Emerging Markets Index between 20@0@8@nd in

2010, but restricti ons thatwere®baCteddi?00D made st ment p
comparisons to broader based indices more challenging. CDC has routinely met its goals

for investment allocation by national income and geographic parametersraimidd

party fund mobilization. While the dataset provided was truncated and results therefore
underestimated, we could credit its investments with mewdirectjobs between

2008 and 2012$41.6 billion in new revenue$4.8 billion in increase&arningsbefore

Interest, Taxes, Deprition and AmortizationEBITDA), and $2.1 billion in new taxes

paid. Finally CDC has played an extensive role in supporting-finse fund managers.

Over theevaluation period, it backed @i2st-time managers (58% of the total funds in

which it invested). Some of thebave become leaders in their markétse organization,

in short, has had a transformative effort on its markets of interest.

1 We were commissioned by CDC to review its performance between 2004 and 2012, and received
compensation to do so. Nonetheless, the content of this working paper reflects our opinions, and not those
of CDC.
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Executive Summary

Project Description

We reviewed CDCs performance between 2004 and 2012, when it solely invested using a
fund-of-funds strategy. Themaor pur poses of this paper are
performance during this period against its stated mission and objectives and 2) to draw
conclusions based on an analysis of that performance.

Background

CDC was founded in 1948 with the goal of alleviating poverty and fostering development

in the colonies—and, later, the Commonwealth countriesf the United KingdomAs
thismandateexpanded to address emerging marketsin gertetale o r gani zat i on
approab to achieving ialsoevolved. By the 1990s, CDC had become a sophisticated

direct investor using direct private equ{BE)investments, project finance, and debt to

advance its developmental goals. In 2004, as part of the reorganization sponsored by its
government owner, the Department for International Development (DfID), CDC was
separated from its direct investment portfolio, which was renamed Actis and became a
strictly private sector emerging markets investor. CDC became eoftinehds investor

targeting the private sector in tleenergingmarkets

S

During the ensuing funds investment era, from 22022, CDC used a combination of

detailed keyperformance indicators (KPIs) and more general development impact goals

to measure its effectiveness. ThelKincluded measurements of investmalhbcation

relative to national income and geographic targets and returns relative to the external

MS C | Emerging Markets I ndex benchmark of pub
changed, its KPIs did as well, with thational income andeographic targets shiftirtg

focuson lowincome countries and Stfaharan Africand the emergence of

mobilization of third part capital as a key K addition, the returns benchmark shifted

to an MSCI Emergini/larketsindex thatwas adapted to reflect more closely the

countries in which CDC was active.

CDCO6 s rovsrshis peniod was based on a theory of change in emerging markets,
wherebyfinancial returns would generate turnover, EBITDA, taxes and
employment, leading to private sector development and broadly shared prosperity

To achieve this missigithree objectiveemerged as follows

2.C D C rticulagion of its mission varied over the 2002 period (see CDC Annual Reports for exact
wording),but variations of the missicaimed to share prosperity broadly through supporting businesses
that would increase their employmetu;novefrevenuesEBITDA, and taxes paid

5



Page6

Objective 1. To attract thirdparty commercial capital to emerging markets

Objective 2. To providecapital to a broader range of bussses, including those that
are harder to access

Objective 3. To build @apacity for investingDevelopment Impactil) and ESG by
supporting local and regional harols PE managers

It wasagreed with DfIDthat thesebjectivescould best be achieved throuigivesting

via a funds model.

Approach

To evaluate the impact of CDC’s funds invest
its annual reports and other records, in particular data on itdéuatiand company

level investmentdn 2008, CDC introduced aw evaluation frameworkvhich included

the collectiornof annual development impact datdte companylevel, on which we

haverelied forthis study.Consequentlythe companylevel datasebnly coversthe

period from 2008 to 2012, rather than the erik842012 period Thisdataset also
containedsomerecording anomalies such as unrecorded data for employment, revenues,

EBITDA, and taxes paitbr some funds and compani€xue to the truncated tinsaries

and the missing data, our results likely underestat e t he I mpact of CDC’ s
investment efforts.

At the same time, we must acknowledge that the following analysis attributes the
development impacts (job creation and increases in revenue, EBITDA, and taxes paid)
entirely to CDC via the fund manage¥ghile one could argue that these impacts should

be allocated across the investors in each fund, possibly relative to the investment each has
made, we did not use this approach. Not only is it computationally complex, but such
precision ignores the many wain which a partnership can provide more value as a

group than as individuals. An investor with a small capital contribution may yet provide
critical assistance to the fund manager or portfolio companies through introductions,
advice, domain knowledge, brand recognition. Thus, we credit CDC with these
improvements, while acknowledging the contributions of many others.

To expl or e CDGtime fundmpnagerns, we gondéicted asseries of
interviews that provided casgudy accounts of its rolelaamg withan analysis ofhe
performance of firstime fund managersompared to their more experienced colleagues.
Our interviews and case studies also explore the impact of CDConitmfanda ger s’
ESGpractices.

Results

CDC exceeded its national incoraed geographiallocationtargets each year between

2004 and 2012. CDC"s financial returns relat
or gani mantatedirectes it to invest in mareallenginggeographies from 2008

t hrough 2012. Co ntpanybenohgnarkd bhallerging as theureported

metric shiftedrom gross portfolio gains (to 2008) to net returns (from 2009 to 2012),

while the MSCI Emerging Market Index was reformulated in 2009.

6
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In addition to the mandated MSCI Emerging Markets Ingdeec o mpar ed CDC’ s r et
to the MSCI Fratier Market Index, which shareslarge number of geogragisi with

CDC’ s i nv e sdthaginitaddiessapupkc markets. Another set of

benchmarks came from the private markets data provider, @galAssociates, which

producesa Rest of the World indexAlthough this benchmark includesme markets that

donot match i dent i c aheltrgturng totlinhited@&tGersLPs;the r ef | e
investors in the fundgjom private funds, which may be thght more analogous to

CDC’ s privat e f un dlsummarees themcemutatsve anfualibetl e E S
returns for the entire perio@verall,CDC, including its portfolio of investments

managed by Actis and Aureasjtperformed its official benchmark, tMSCI Emerging

Market Index On an annual basianreported in this sectio@ DC’ s gr oss port f ol
returns equaled or outperformed the MSCI Emerging Markets Index from 2004 to 2008

and in 2011.

Table ES1 CDC'"s Cumul ati ve Atoaencama'rksnEOGQOﬁet ur ns F

Title Cum. Annualized % Return
CDC Returns 14%
MSCI Emerging Markets Index 10%
MSCI Frontier Markets[1] 3%
CA Averageto LPs 4%
CA UpperQuartile to LPs 16%
CA Medianto LPs 2%
CA LowerQuartile to LPs -9%

CDC also appears tave made a significant developmental impaderms ofachieving
its mission and théhree relate@bjectives:

CDC6 s mvasisitially to stimulate economic growth by investing successfully in

the private sector, b yandeppereencedmpryatd equitysfynd f und s
manager s” i n ‘Asthe funds bugieess devalap&EChackedboth

experienced fund managers like Actis and Aureos, anelifingt teamsWe analyzed 123

funds in which CDC investedebween 2004 and 201Ralf of thesg(62, or 50.4%) were

first-time teamswhi | e CDC’s 2012 annual report noted
invested in 136 funds, 13 were excluded due to lack of data or the fact that they had not

yet made an investment byr cutoff date for aalysis.

5Pl ease note that we did not audit CDC’s fee streams
reports.

* CDC Annual Report & Accounts 2005.
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The firsttime fund managers tended to raise small funds (less than $500 million) and the
companies in their portfolios created fewdmectjobs and saw lowerbut still

positive—economic benefits. At the same time, private equity is an appremice

business, and CDC’'s obj ect ifuncknsanagevsoanl ved t o pr
business. Of Snon-Actis and norAureos firsttime fund managers backed by CD&},

(57.%4%) had by 2013 gone do raise successor fundadCDC hadbaclked13 @2%) of

these’

I n terms of overall job creation, CDC’s fund
345056 newdirectjobs between 2008 and 2012, the perader consideratiorChina

and South Asia led in employment growth. Among industry sectors, ConSenaces
companiesreated the most job8{% of alldirectjobscreated)

We also examined the firlevele conomi ¢ per formance data for |
fund manager s’ portfolios. Bet ween 2008 and
revenues b$41.6 billion, grew EBITDA by $4.8 billion, and paid $2.1 billion more in

taxes.

Objective 1. To attract third -party commercial capital to emerging markets In
2009, CDCset a goal of mobilizing twice as much third party capital as it
invested, measured on a rollirgeeyear basis. New CDC investments, in
other words, were expected to generate twice that amount in investments
by third parties. Between 2009 and 2012, CDC exceeded itspitd
capital mobilization goals.

Objective 2. To provide capital to a broader range ofbusinesses, including those
that are harder to accessTo determine whether CDC had reached more
businesses and countries with a fund investment model than it could have
done with a direct investment approach
deployed per congny and per employee, as well as its employee per
company metrics to an average of highly regarded emerging market direct
investors. We also used Pregin data to exanmaeatimber of countries in
which emerging market direct investokdelios and Emergin@apital
Partnershad invested, and compared their readB@& .9On all @unts,
CDC’ s f un dlswedittaireveéstangmore companies and countries
using less capital and fewer staff than it could have done otherwise.

® Of the 31 successor funds raised by 54-firse fund managers, 13 successorfumere backed by

CDC, leaving 18 successor funds not backed by CDC. Of these, eight were largely outside Africa and

South Asi a, regions that bec ammefibdfanagershadnotsaisddn 2009 .
successor funds by our eB013 dita cutoff. Of these, 10 were recent enough (with a vintage year of 2010

or later) that it was unlikely they would have returned to the market, while the other nine funds dated from

2005 through 2009 and several have raised additional funds after 204i8,E group of four fund

managers did raise additional funds but are not considered to have been direct successors of the funds in

which CDC invested.
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Objective 3. To build capacity for investing, development impact DI) and
environmental, social, and governance impactHSG) by supporting
local and regional handson private equity (PE) managers The case

studies show examples of CbBn@itss rol e in
ability to impart sound ESG practices to its fund managers and portfolio

companies. In 2007, CDC began distribu
Tool ki t” to alll current and future fun

CDC has provided handm trainingto its fund managers, who then

implemented its provisions among their portfolio companies. The case

description othreefund managers (African Capital Alliance, Africinvest

and Caspian Partners’ I ndia Financi al
investment in Ciel, the parSubSaharan cell phone services provider,

descri be CDC’ s -madélfrindimanagersantmieodely r ol e
companies in difficult places.

Conclusions

During the funds investing era from 2004 through 2012, CDC exceeded its internal and

external investing benchmarks and successfully advanced its developmental goals. As

will be seen in greater detail below, the funds investment strategy proved to be an

important, effective, and efficient waf achievingC D C preavious mission and remains

an important mechanism achieving its current missidno s u p puwldingof “ t h e
businessethroughout Africa and Soutlisia, tocreate jobs and make a lasting difference
topeople’s |lives in some of the world’s poore

8 CDC AnnualReview 20120verview.
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Section 1 Introduction

1.1 History of CDC

CDC's mission at its founding in'WhBe48 was to
that mission has not fundamentally changethe subsequent decadé® tools that

CDC has used to achieve-talong withhow the organization has strucketidesired

balance between developmental impact and financial rethave evolved. In the

section below, weeviewC D C’ s e x p e r i-oéfandsinvestebetaveeh 2004 d

and 2012 Following that discussion, we examine the quantitative results of oysanal

CDC’ s ei ght -of-ferasirsrestarsande divided ohto three periods: 2004
2006; 20072009; and 2012012. The first periovasthe postspin-off phase, as CDC
became accustomed to its new role, developed new skills as-afffumds inwestor, and
created a new relationship with Actis (spun off in 2004) and Aureos, a joint venture with
Norfund that invested in emerging markstsall and medium enterpriséSME9 and

was spun off in 2008. Between 2007 and 2009, CDC pursued a slighthedifegenda,
due i n part tutimatddecisignmot ®© privatize theé dperation and the
resultingstrongerfocus on developmental impacts and the move out of Latin America.
Starting in 2010, CDC shifted yet again, seeking more direct intenaetth its investee
groups while moving into more challenging regions and dramatically reducing the
emphasis on financial returns in favor of developmeniphct Below, we discuss these
periods in greater detail.

1.1.1 20042006

The period immediately folleing the Actis spiroff saw rapid change at CDC as the
organization began its metamorphosis from primarily direct investing to exclusively
fund-of-funds investing. At the time, only one member of the executive team possessed a
fund investing background, drone of the early documents from this period was a guide

to the process of due diligence fonds. The 2004 annual report indicates that GG
invested in a total of 18 funds run by three fund managers: Actis, AanedShoreCap
International. In adition, CDC made a commitment in principle to the Afghanistan
Renewal Fund, which sought to raise $20 million.

Despite the changes that were unday, CDC still pursueds prespinro f f mi ssi on: “
generate wealth, broadPf@DGhs edaxageatiign e mer gi ng
competitive financial returns to attract thiparty capitato underserved regionshile

conforming to its mandate to invest 70% in funds targeting the poorest counttiea (

"FromThe Overseas Resources Development Act 1@4&hreceived Royal Assent on 11 February
1948, cited in CDChttp://www.cdcgroup.com/Whave-are/OurHistory/, accessed January 21, 2015.

8 CDC Annual Repor2004 p.2.

10
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2001 Gross National Income (GNI) per capita off$D,0r below); with the balance
directed toward poor countries (2001 GNI per capita of $90Telo) . CDC’ s
mandate called for half its investments to be made in South Asia arfldBalban Africa.

CDC did not have explicit developmental goals,the asumption that increasing the

capital available in its target regions would be inherently developmental, especially when
combined with the advice provided by eqeatywning investors. CDC viewed investing
capital in profitable private sector companies é&scat to the achievemerf this

mission

By 2005, the number of investees had grown to 13 fund managers running 49 funds, and

a new challenge had emerged. As CBéployedits capital across a larger number of
managersjt struggled to balanc¢he different strategieof eachparticular fune—all

while maintaining its standardés a result of the eclectic mix of funds in which it was
investing—from $5 million investment platforms to $50 million funds with layers of
managemert-CDC used different appaches todue diligencefor different fundsby
necessity. I n t he @DC{dse dibgence) prazess dederedsaly i e we e,
the fund’' s strategy and scope

CDC’ s -cojmmisment involvement with its fund managers was similarly tailored to

the individual needs of the funds. As will be seen in gredétail in Section3.2.5 CDC

placed a great deal of importance on staying in close comtiict first-time fund

manager s. | ndeed, -ti@d)lGcalfE fsndpppedates thef offiaial shift r s t

to fundof-funds investing in 2004. Betwed®92 and 2003, CDC committed capital to

11 firsttime African teams, 3 South Asian teams, 2 Asiamm® (exSouth Asia), and 1

Latin American team. One st afnf anmpepmiboearc hg b s*d rt\
areal focus; we didalotof hasdo | di ng. ”

By 2006, CDC had investments in 32 fund managers running 77 funds. In the annual

report, Richardlang, CDCE®, tdemounced that he was “ de
highly suc’ddesfoulgaynéamti on’s net assets had
billion at the time of the sptoff two years earlier, and returns stood at 21% in sterling

Instilling soundEnvironmental Social, and Governance$G) practicef its investees

was a key component of .CTHeGrgasizatbe hegah agatmg nt a | n
a “Business Principles Toolkit” thdat would ©b
To support the Toolkit, CDC planned a series of tailored training programs for its fund

managers, who were then expected to implement it.

As one early example of CDC's ESG i mpact, Au
portfolio companies, Brookside Dgiin Kenya, to establish new environmental
standards. This company processed milk that came primarily from cows owned by small

® CDC Annual Repor2006 p. 6.

11
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famer s and brought by “bicycfw tbhoysDC’'tso centr
guidance, Brookside improved its waste managémpetesses and introduced a
companywide recycling prograrralong with an employee health and safety program.

1.1.2 200%-2009

During this period, CDC began to focus more closely on its development mandate. The

2007 annual report state'd,O unissionis to generate wealth, broadly shared,

emergingmarkets, particularly in pooreountries, by pviding capital for investmeni

susai nable and responsi bl y HAfaltheughétdaspr i vate se
congruent with the previous geal T 0 g e nadth, lardadly slhaeed, in emerging

ma r k-ethesrhphasis had shiftéolwardsemployment an&SG.

CDC’ s geogr gpohanapodresotntries, vatim half of its investments to be
made in SukSaharan Africa an8outhAsia, was also about to changearfihg in2008

75% of new investments would be made indmaome countries (defined as those with a
GNI per capital of less than $905) and more than 50% of its capital would be invested in
SubSaharan Africa. At this time, CDC also produced its 8tatd-alonereport on the
development effects of its investments, witbreased coverage of development in its
annual reports thereafter.

This geographic shift reflected an important tenet of development finance: to evolve the

mandate. As certain markets,sno not ably China, became “more
sector i nvest oD and CDCalétdrminedsthar its invesements”

should focus omeediemregions. Similarly, CDC ceased its Latin American investment

program in 2009, althoughsoseaff r egretted the decision in |
continuing development needs

In 2008, CDC added an Investment Code to its Business Principles Toolkit. Commented
one CDC staff member, “CDC r e-anapproaciandt neede
incorpomt e more capacity b whidhmeam]@€DGhashadant s PE f

increasing engagement with the funds and the
emphasis partly reflected a change in the ma
early 200 s , it wasn’t c¢clear how much ESG you cou
2009, it was difficult to demand certain ESC

With the goal of educatinigs fund managers, CDEntinued to build its #house
capacity br promulgating sounBSGpoliciesin challenging regionsAlong with domain

YAbraaj Group, *“ Br owwvk.abradj.eomMayéstuploads/i./BRAOKISDEPDF.
1 CDC Annual Report2006, p. 12.

12CDC Annual Report, 200p. 12.

13 Richard Laing inrCDC Development Report, 2008 5.

12
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expertise, the organizatiavas deepenings understanding of the differences in regional
expectations and practices around ESG issues. As a result, CDC was able to customize its
communications and ESG standards depending on the needs of its fund maméagers.

2009, CDC clarified its expectations in a revised Investment @adevas more

explicitly tied to international good practice standards on ESG

During this periodandin response to recommendations from Parlian@b also

began implementing its systemasinual monitoring anchid-point and final evaluations

for all of its funds. The heart of the program involved CDC staff external evaluators
under its directior~conducting a cleaeyed assessment of its funds based on the
progress of their portfolio companies. Scores ranging from Successful to Poor were based
on metrics such as growth in turnover (revenues), taxes paid, and employhesit.

more subjective by nate, the evaluations also included a systematic assessment of each
fund s ESG performancdhe results were assigned numerical rating8)(and

aggregated to produce the final rating for the furte reporting of development impact

in annual reviews fror2009 relied on compangvel data on employment and taxes

which at the time was unusual for a DFI to collect from its funds investments.

Bytheend of 200CDC’ s net as sZbtbilionhitdhad 65 fend mamagers £

and 134 funds invested in 79dropanies in 71 countries. Thevalu of CDC’ s port f o
stood at £..4 billion, adramatic recovery r o m 2 0 0 8 928 million that tefleatdld £

the damage caused by the Global Financial Crisis.

1.1.3 20162012

The period 20142012 was one of substantigtheaval for CDC. In 2010, the

organization endured criticism both from the presgich had made an issue of the

compensation levels of certain employees and a perceived shift in focus to financial

returns—and from the newly elected Conservative gowant. By the end of 2010, CDC

was under government review, with results promised in 2011. Richard Laing, CEO since
2004, submitted his resignation, effective i
announced in 2011 and implemented in 2012.

In 2010, the orgaization substantially revamped its approach to ESG. Having observed
the increased value provided by training fund managers on ESGhE@HD to run
trainingworkshops to introduce the new approdatthe following yearshundreds of

fund managers wetteainedand the upgradedSG Toolkibecame a ell-regarded

resource on which firgime teams basktheir ESG management systethén addition,

CDC began a program diie diligence questionnaires agitk visits to investee
companies, based dineir ESG rik rating and began to require reporting on fatalities
from all fund managerd o support these programs, the organization increased its ESG
staff. It is worth nothing, however, that a number of funds éadted for a number of

14 At the time of this evaluation, CDC was in the process of a further major revisiorE&G@Soolkit
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years by that stage and s@rthere had beelessfocus on ESG previously; D C abdlity
to influencethese fundsaried significantly.

CDC continued to pursue the strategy first implemented in 2009, adhering to the 75%

poorest countries rule and placing at least 50% of its imezdls in SuSaharan Africa.

By 2011, CDC had investments in 152 funds and 80 fund man&gttgns for fiscal

year 2011, however, were negative 3, | oss of £72 mil |l i on. cDC’
£2.61 billion.

The year 2012, though, saw dramatic chand&e portfolio recovered from its prior

year ' s | os sgaisof 94 or £223nslliior eachiragvaluation of £2.24

billion. CDC had investments in 155 funds and 84 fund managers, with 1,250 businesses

in 77 countries. ddjuGDQ'gs tgheecbegamaepchasivefysi gur at i
focusedon tworegions Africa and South Asiaand within Indiaa strong preference for

the poorest states

Perhaps the most dramatic change was the reintroduction of direct investing, co
investing, and delitansactionsin addition to the funebf-funds approach CDC had used
for eight yearsThese changes were incorporated in a newyeear investment policy
(201216).

The changes were the result of an effort by lawmakers to enable the organization to target
its interventions more precisely. One obser

comfortable with the funds mathesamedime, i t | ack

however, it was noted that a funds strategyadid CDC to invest more broadly and to
build the capabilities olocal fund manager Between 2004 an2012, CDC hadhvested
in 62 first-time fund managers, and for most of them, its participation had been the
critical force behind raising the fund.

1.2 Background of this Paper

With £1.8 billion n profit between 2004 and 2012, CDC made important impacts in its
countriesThisar ti cl e expl ores the i mpact that CDC’
had on the countries, companies, and fund managers in which the organization invested.

By analyzing lhe results of its efforts, we hope to provide CDC with important lessons

S

t hat can help to guide it as it continues to

Africa and South Asigpoc r eat e jJj obs, and make a | asting
some of the wor ["®ththe follpwiry seet®rts, wp preseneosr.ddta and

met hodol ogy, and then consider t,wegh resul ts
special attention to the degree to whizidC fulfilled its mission and objectives

5 CDC Annual Repott2012, p. i.
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Section 2 Data and Methodology

The major purpose of this papetisc o mpar e CDC’ s actual perf or ma
mission and objectives stated in the reports over time. Below, we describe these metrics
and our approach to evalwuating CDC’s perforn

The first effort iIinvolved assessing CDC’' s pe
Indicators or KPlIsas follows:

91 Did CDC conform to the rules for its geographical concentrations?
T Did CDC'"s gross portfolio r eEmemgimg exceed I
Market Index (and later, the customized MSCI GByg&cific Index)?

The second major theme involved exalwining CL
its mission togenerate turnover, EBITDA, taxes and employmentleading to private

sector developent and broadly shared prosperig well as examining three related

objectives as follows:

Objective 1. To attract thirdparty commercial capital to emerging markets

Objective 2. To providecapital to a broader range of businesses, including those that
are harder to access

Objective 3. To build capacity for investingdevelopment impa@nd ESG by
supporting local and regional harols PE managers

To do this we examineobjective data reported liyvesteecompany CEOs and fund
managers$o determine

1 The increase idirectjobs, revenuetaxes paid, and profits that occurred in
investee companies

T CDC’ s abil it y-pattycapmgb bi | i ze third

1 The benefits of the fund strategy relative to a direct investment strategy

1 The numbers and performance of fitisbe fundsas an indicator of inelased
local and regional PE managrvestinganddevelopment impaatapacity and,

1 C D C abdity to instill sound ESG practicesnongfund managers and portfolio
companieshrough outthreecase studies

2.1 Data
To examine CDC’'s pe#feovrehamoal agaiwes tr eil i € dt ap
reports and some of i1ts internal anal yses, a

return data, the MSCI Emerging Markets index and several other indfeeslso
assessed the degr ee patternsednformméed todHe Guidslines,mss e st me n
described below:
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1 20041 2008:
0 Atleast 70% of investments were to be made in the poorest countries in the

world (annual gross national income (GNI) per capita less than $1,750), with

the remainder to be made in countries classified as poor (annual GNI per
capita less than $9,075).

o At | east 50% of CDC’ s f +bahdran Afi@are t
South Asia, and no new investments would be made in funds focused on
Eastern Europe or Central Asia.

1 20097 2011:

0 Atleast 75% of new investments would be made inilovome countries
(annual GNI per capita below $905).

0 At least 50% of new investentswould be madén SubSaharan Africa [te
20042008 South Asia requirement was dropped

Starting in 2012, CDC was to invest exclusively in Africa and South Asia.

The anal ys ivaloprmental thpaCt'made dsetafo datasets that the

be f

organi zation pr ovi datahtthe @ompanycevei, tiale tineettier CDC’ s

provided informatioraggregated to thieind level. Where it appeared appropriate, we dug
more deeply into possiblepa er ns i n CDC’s performance

The compamtevel datasheeatontained information on the changes in finangiatrics

and jobghat occurrednthep or t f ol i o0 ¢ o mp asfundem@anagers whi c h

invested The data includethe fundname compay name regon, industry, original
cost, realized and unrealized value, multipiénvested capitallRR, and employment
revenuepperatingprofits (EBITDA), and taxepaid Observations included all

CDC

companies in CDC’s fund mana@eW8ad portfolios

concluded witithose for whiclthe closing date of the first round of investmeaturred
onDecembeBl,2011. Furthermore, the file included assessments of the degree of
company support of the operational improvemseniggested by CQ@nd asessments
oft h e fE$G comspliance and strategyompany status wakesignated as Written
Off, Partially Realized, Fully Realized, or Current Investment.

We integratedttsed at a wi t h certain items from a
investmens by fund Extracting certain da, such as fund size and fitghe fund

manager status, wassembled a new spreadshbat contained information on both
company and fund characteristics.

Although the company datasaintained 1,088tal companiessome companies had
received investment from multiple funds, resulting in duplicate entribgeVduplicates
were eliminated, we had a final data set of 919 compahie@thermore, we made
additional adjustments as described in the relevant sectionsaides gharticularly
constrained due to its timing: although CDC has invested in funds since 2004, it only
started colleahg detailed databout the companies in the fushgortfoliosin 2008.

Since our time horizon ends at 2012, this means we have wvalydars of datdlhis
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timing cuts off theearlyhistory for many otheinvestents of the 2062007 period.

While such truncation removes early failureéslso reduces thestimates of the funds

impact on theompanylevel job, tax, revenue, and pro§rowth.For instance, a

company that received an investment in 2005 when it had 10 jobs, grew to 100 jobs in

2008, and was exited with 120 jobs in 2010 tells a much more compailengjob

creation story over the entirety of its developmamderthgp r i vat e equi ty gr ouf
ownershipthan over the last two yedtsat are part of the recar@herefore, there is a

good chance that our results will underestimate the true impact of these investments.

I n all cases, we r el i e da Weminotrechi€orige def i ni ti o
company industries or operational headquarters, for instance, nor did we contest
definitions of firsttime fund managers.

2.1.1 Data Cleansing

The data posed some challendes. instance, tdetermine whether blank cells meant

“07" Mot Available,” we c dulyraatzedenvest@&nS f or el a
presented other challenges, as the companies often lacked data in the year of the exit,

which would have led to the inaccurate assumption that there had been a complete loss of

jobsor other performance indicatols this case, we used the data from the year prior to

the exit as “most recent year.

”

We also identifiedluplicate dat&ntries, which stemmed from situations wiikfferent
funds investdin the same companies atiais duplicated recordd&Vhen we found
instances ofhis situation we split the data evenly across the funds that invested in the
same company. Thus, a company backed by two funds that creatdueb®®bs would
have 50 allocated to one fund and 50 todtieer. This scheme preserved the
characteristics of the different funds (for instance,-tiree fund manager status and
IRR) while maintaining the integrity of the data. For-pempany calculations, the total
number of companies has been ug®), na the higher number of invested companies
(1,088) We preserved all other information about the investment such as the Original
Cost and IRR because different funds invested different amounts at different times.

To analyze the changesdirectjobs,revenue, EBITDA, and taxes paule lookedat the

most recent data and the oldest data,cmdputed the difference between them,
subtractinghe observation in the first recorded year from that of the most recent year
However,not all companieseportedhe samaumber of yearsf data.For instance, a
company that was exited in 2Dvould lack data in the 2011 colum# not because its
employee count had fallen to zero but because it was no longer in the portfolio. To ensure
that we captured accurate datge constructed an algorithm that would account for the
different time horizons over which the information was reported. With this approach, we
could precisely determine the change in the relatareablesover the 2008- 2012

period.

Toholdthiscompued “ changecr evaatreadabd e“,denet a” col umn.
the delta column was
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Change in variable
(IF(ISBLANK(E1),IF(ISBLANK(D1),IF(ISBLANK(C1),IF(ISBLANK(B1),A1,B1),C1),D1)
EL)
(IF(ISBLANK(A1),IF(ISBLANK(B1),IF(ISBLANK(C1),IF(ISBLANK(D1),B1),C1),B1)
Al))

assuminghat the entry foR008 was in column Ahat for2009 was in column Band so
forth, with the entry fo2012 in column E.

This algorithm automatically subtracted the old=gry from the most recenne
Therefore, regardlesd theyear each company recorded its fastd lasnumbers, the
algorithm adjustdto capturehechange

2.1.2 Caveats

Private equity invariably poses data challenges, in part because it is private. Companies
are small and thinly stad#tt fund managers mayrioritize dealmaking or fundraising
over reporting. These and other difficulties are described below:

T Timing: A PE fund’s financarveal i newhl th f bkl b
initially invests in companies and its own establishment and onlyater
usudly in three or four years-does it start to realize gains from profitable
exits. The adage “l emons ripen faster t
companies often reveal underperformance early in their lifespans. Wise GPs
will write these companies bénd direct their efforts and further investment
to more promising opportunities. Thus, a fund may perform poorly over the
first half of its life, only to rebond in its lagér years. An IRR calculated early
i n a ekistemapthesefore, can show digaqinting results only to have
performance surge by the end of its life.

MoreovetCDC’' s excl usive funds investment s
and 31 December 2011 (note that the group invested in these vehicles prior

to 2004 and has continued to do so) and funds from the 2002 period

are continuing to make investments and previealizations. Some of

CDC’”s recent gains, for instance, stem
investing in China. We could not analyze the returns from f@GicS

invested in prior to 2004, nor did we track company or fund performance

after 2012, becaudke project was defined as examining the performance

and i mpacftumpidvesthbn® dwing the period 202812 while

it was solely investing in funds.

It is important thereforefo recognize that our assessment focuiseghe

mostpart, onthe period to 31 December 200ith occasional extension to
2012 Wedo notanalyzeeventsthat occurred after that date.
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1 IRRs: The major financial performance variable in our fund level dataset
was Net Internal Rate of Return (Net IRR). Although this roesriwvidely
used throughout the PE literature, it suffers from computational difficdfties.
The most troubling issue here is its sensitivity to timing because an IRR
places a heavier weight on the quick return of a smaller amount of money
thanontheretr of more money | ater in a fund’
exits can be patrticularly challenging, forcing a PE fund to retain its position
in a company longer than would be the case in afwetitioning exit
market. At the company level, both IRR andltiple on invested capital
(MOIC) were provided.

1 Valuation: Setting a value on private equity assets is extremely difficult.
Because the assets do not have a readily observable price and are undergoing
a period of transformation, their valaghe price awhich a willing buyer
and seller could reach agreemetig highly uncertain. Yet fund managers
must estimate their value in their reports, which are then incorporated in
CDC’s portfolio valwuation dat a. Most pr
uncertain andifiancial performance data is best viewed as directionally
correct rather than precise.

1 C D C &SGpolicies Thesechanged substantialyetween 2004 and 2012
Consequently one canneasily trackESGimpacts Successappeared on a
case by caskasis,as fiown by thecase studiesm Appendix 5.3 CDC
providednumerougesources to help develdp fundmanagers capabi | i ti e
such as theoblkit, workshops, site visitgndoneon-one supportit did not,
however gatherard data on ESG outcomes with the exception of fatalities
which datefrom 2010An i ndependent survey of CDC’ .
fund managers was undertaken in 2018t furtheranalysis doesot form a
core part of this work.

2.2 Methodology

With thecleaned datasheet and the delta information created, we ran a series-t#ligoss

to determine patterns in the dafde usedivot tables to visualizéhe relationships

between sets of independent variables. For instance, if we examined the relatibnship o
employment changdsy region and industry, the table would show the independent

vari able “region group” in the rows, and the
columns with sum of “delta employment” i nsid

18 For a full discussion of this and other measures of PE performance, please see Josh Lerner, Ann Leamon,
and Felda Hardymoiventure Capital, Private Equity, and the Financing of EntrepreneuréNigw York:
J.Wiley, 2012), Chapter 4.

7 http://Iwww.cdcgroup.com/Documents/E SG%20Publications/esgsurvey.pdf
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While crosstabs and pividbles are an effective way to determine and present the
patterns between different independent variables, they do not identify caldalican
however determine whether the results of the crosstabs originate from chance or a
discernable patterf.o dothis, we used the ANOVA test of significanteFull details on
the test and the results from each of the following analyses can be fobection 52:
Appendix:Tests of Significance—ANOVA.

It should be noted that CDC was not alone in its investment in these funds and that the
changes in employment, revenue, EBITDA, and taxes are therefore unlikely to stem
entir el y #aricipaton@leer 8nangial or advisoecause CDC had not
agreed upon a methodology for determining attribution during that pésaod because

such determinations are quite complex, we will recognize the importance of this issue and
give implicit recognition to the many other groups that participated in the creation of jobs
and economic development improvements that we discuss.

Il n the next section, we present our evaluat.
achievement of its KPIs, we considee tthievelopment impact of its fund investments vis

avi s the organization’s mission and expl ore
commercial capital; provide capital to a broader range of businesses (by comparing the

reach of its funds strategy tioe impact of a direaghvestment approachand build

capacity for investing, DI and ESG (includitige examination athe performance of

first-time fund managers relative to more experienced teams). Fiwallgonsidethree

case studiesasexample€obC’ s fund i nvestments, and use t
of CDC on its fund managers, including support to bE{ capacity.

18R. LymanOtt and Michael T. LongneckeA First Course in Statistical Method&Jnited States:
Thompson Brooks/Cole, 20p4331.

19 CDC Annual Review2014, p. 6.
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Section3. %OAIl OAOEI T 1T £ #$#060 &
3.1 # $ # KepPerformance Indicators

Since i1its founding i n 1wastoRllevidep@ertyinthee er ar ¢ hi n
wor | d’ scouptoes Framdgts early days as a lender to privextéities—at first

primarily in theagriculture sectoithenpower generators and cement manufacturers in

t he U. K.’ ' s +@DCimevoleedy tree 199@sd0 a direct equity investor

with a wideranging and diversified portfolio that included holdings in financials,

healthcare, telecommunications, and clean technology

In 2004,CDC adopton of thefund of funds strategywas accompanied layset ofbroad
internal benchmarkfor measuring the successful rollaftthe new investment policy.
There werdour metricsor KPIs: 1) an investmentatio based on the national per capita
annualincome of the target country; 2) an investmetio basean the geographic
location of the target country; 3)atio of thirdparty capital mobilized t&€DC capital
invested; and 4performance againthe MSCI Emerging Markets Index.

In addition to thenational per capita incomand geographicriteria thatguided its funds
investing,described earlielCDC closely monitorethe mobilizatiorof third-party

capital, which the organization viewed as key to its missiorCB® Richard Laing

noted in the 200d n n u a | report, “One meaggowtentlkef our st
emerging markets will be the impact that we can have on encouraging third party
investors to i?°CDGracked this informasidsidce theibeginhing of

the fund of funds erdgutin 2009 the organizatiompublisheda mobilization target of

200%o0f its new investmentand a‘tapering formudi’ designed to account for thhghrty

capital commitedin subsequent fund closings. This target anddpering formulaare

described irfurtherdetailin Section3.2.3

Note that in this section we consider CB@vestment allocation in terms of CBXC
national income and geographic targets, and GDi@ancial performance. We analyze
third- party commercial capital mobilized as one of the three standalone objectives
relating to CDCs mission separately in secti8r2.3

The MSCI Emerging Marks Index wa€ D C theserbenchmarkor financial

performancdrom 20042012,although it wasn imperfect measure of togerall

performance@ f t he or ganiThaMSClEmergng [davkets Ihded 1 o .

compiles the performance of publicly traded s&@s in a basket of 23 emerging

mar kets. Because CDC did not invest in publi

20CDC Annual Repor2004, p. 4.
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emerging markets had little overlap with CDC
three were in common), elutility of this comparisa diminished over timéVhen

considering years afotableunder or overperformance, it is important to keep in mind

the many differences between CDC’'s portfolio
South Korea, and Taiwan, and the M$@dduct whichheavily weighted all three

countriesand their active public markets 201Q recognizing the divergence between its

goals and the underlying components of the MSCI index, CDC arranged for the group to

create a custom index for comparison.

As with many ofits peers in the development investment commu@BC met with

success, as well as some setbalbksyeen 2004 and 201?2hee ar | 'y year s of CDC
focus on fund of funds investingP042007, saw torrideconomiogrowth in emerging

marketd' astheyfound gpeal as a mainstream investmepportunity®? In the wake of

the Global Financial Crisigf 20082009 CDC occasionallyfell short ofits financial

performance goalalthough itconsistently exceeddtle geographic and economic

targets for its investmemacations as will be seen below.

The eval ua tinvestmenaflocaGopeCformance against its internal and

external benchmarks éivided into two separate sections: 2€@RD8, the perioduring

which the original funebf-funds investment policwas in place; and 2062012, the

period following DfID"s November 2008 announ
policy. For both of these periods, as described below, the organization exceeded its goals.

3.1.1 20042008
C D C ingestment Allocation

CDC computel its performance againis$ national income and geographic tasgas an
average over a rolling five year periddcble3-1 shows thenvestment ratiofom 2004
through 2008demonstrating that CDC succeeded in meeting or exceeding its targets for
both geography and income.

ZZAmong many others, Conrad de Aenl |l e, “ThReoNew Emer gi ng |
YorkTimes October 14, 2007h¢tp://www.nytimes.com/2007/10/14/business/yourmoney/

14emerge.html?_rs@ccessed April 14, 2015). Some investment professionals vieeagakening

correlation between developed and emerging market equity indexes in late 2007 as an indication that the

performance of emerging markets was no longer directly tied to the health of western economies.

% Between 2004 and 2007 inclusive, the MSCI Emerging Markets Index increased by an average of
32.78% annuallyhttp://www.msci.com/resources/factsheets/index_fact_sheeténsmigingmarkets
indexusdnet.pdf accessed April 14, 2015.
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Table3-1: National income and geographic investnt targets 2062008

2004 2005 2006 2007 2008

Investments in the 7% 75% 2% 74% 75%
poorest countries (target
70% of total investments

Investments in poor 23% 25% 28% 26% 25%
countries (not to exceed
30% of total investmenis

Investments in South 54% 62% 61% 67% 62%
Asia and Suksaharan
Africa (target: 50%of
total investmenis

CDCb6s Fi arfomancea | P

Every fund investor wants to know how its financial performance compares both to
public markets and to other private funds.
performance relative to its official benchmark and then to several other benchmarks, both
public and private, that can help to provide a more nuanced view of its results.

Because CDC’s investment mandate shifted bet
2009, we will examine its performance in the two distinct periods, 2@M8 and

20092012,and then consider it overalh its annual report$;DC compared it$inancial
performance to the MSCI Eapteresdarge amidvcap ket s | nd
representation across 83mer gi ng®*®mar ket s. ”

't I s Iimportant t o tumsreflecttheedults vecemgekin emchl s . CDC’ s
yearrelative tothe returngrom the universe oinvestmentseceivedn that same year

(for instance, 2004), even though the funds that made tmosstmentsnay have been

raised a few years earli€2.D C’ sirnsrinelide the mix of existing investments
managed by Actis and Aurecher ef or e, whil e CDC’s 2004 res
flows it received in that year, it may have invested in tloogsepanies antlinds several

years beforeThese results and the benwdrk MSCI Emerging Markets Indeate shown

in the first two lines offable3-2.

In the second section of thetableg ex pl ore CDC’ s returns to so
We do this for two reasons. First, because CDC invests in private equity rather than

% From the MSCI Fact Sheet. The countries in the MSCI Emergingetamdex areBrazil, Chile,

China, Colombia, Czech Republic, Egypt, Greece, Hungary, India, Indonesia, Korea, Malaysia, Mexico,
Peru, Philippines, Poland, Russia, Qatar, South Africa, Taiwan, Thailand, Turkey and United Arab
Emirates and the index cove roughly 85% of the freely traded float in each country.
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public equity, a comparison to another emerging market private equity index may be
illuminating. Second, another interesting comparison would be a public market intlex tha
incorporates countriesthat are more similart6 D C’ s uthan i¢ the MSEI

Emerging Markets Index, where only three countries overlappedherefore chogste

MSCI Frontier Markets Index artie CambridgeAssociates private equity index for the
Rest of the World (ROW) as our alternate benchmarks.

It is difficult to find a perfect benchmark. For example, Cambridge Associates

benchmarks are derived from the performance results of over 5,000 private partnerships

and around 70,000 portfolio company investments covering some 70 asset

class/geographicggr oupi ngs, and yet there is no ideal
200412.This is not unusual for private equity groups as almost every organization has

its ownunique qualitiesAs a result, most experts recommend the use of a number of
benchmarks, whitprovidea gener al framewor k within which
performance can be assesékd.

The MSCI Frontier Markets index includdsgentina, Bahrain, Bangladesh, Bulgaria,
Croatia, Estonia, Jordan, Kenya, Kuwait, Lebanon, Lithuania, Kazakihsamitius,
Morocco, Nigeria, Oman, Pakistan, Romania, Serbia, Slovenia, Sri Lanka, Tunisia,
Ukraing and Vietnam The127 constituentompanies reflect roughly 85% of the free
float-adjusted market capitalization in each coufitry

Cambridge Associates @&swellrespected provider of advice and performance
information on private equity frm€a mbr i dge Associ at e
Emerging, Canadblorth AmericaDeveloped, GlobaDeveloped (ex U.S.), Global

Emerging, Latin America & Caribbedimergirg, Middle EastDeveloped, and Middle

EastEmerging. While one would wish that fewer developed regions were included, it

was the most applicabj@ivate equityindex we could findand addressed the largest

numberoCDC’ s mar ket s. Th eednnudhmimaex caloufatioifornds i ncl |
each year varied from 114 in 2004 to 251 in 2011.

s ROW ind

Another discrepancmust be notedJntil 2009,CDC reported itgross returns-that is,

without adjusting for fees and carry. This is a reasonable approach if fees vagy wide

among fund®r if actually paying carry would be unlikelgs it allows simple

comparisons across fund managers. Typically, however, PE firms report their returns net

of fees and carry, and Cambridge Associates reports that figure. Therefore, these
comparisonshould be considered directional but not ex&otdo a thorough

comparison would require adjusting CDC’s cas

24 Robert Harris, Tim Jenkinson, and Steven KaplaR.r i v ayt Perfoffngnee: \What Do We Knoiv?
Journal of Finance9: 18511882 (http://www.nber.org/papers/wl7874).

% MSCI Frontier Markets Indefactsheet, accessed April 10, 2015.
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returns wereportthe averageeturns foreach year. Private equity, howevieas many
outliers, both positive and negatiadwe also report the upper and lower quartile
returns along with the median, whishows the central tendency

Relative to its mandated bdmoark of the MSCI Emerging Markets Index, CDC
performed strongly between 2004 and 2008, as showabie3-2. Over the period, it

produced a 21% cumulative annualizeturn. In 2004, which only recorded half a year

as an indepen

following three years, iteutperformanceanged from 12 percentage points in 2005 to 22
percentage points in 2008. Adreitly, 2008 was a difficult year for all financial markets,
Ssubst ag@dmpaedtothe | e s s

but CDC" s | os

dent

S €es

wer e

organization,

cCDhC’

S

perfor

Frontier Markets Index, CDC had a slow start but then strengthened its performance. In

2004 and

difference was only one percentage point. In 2005, CDC performed at 50% of the

Frontier Markets’ |l evel , but proceeded to
end of 2008Relative to the Cambridgessociates ROW returns, CDC exceeded the
upper quartile return overall and in every year except 2008.
Table3-2: CDC Gross Return v. MSCI Emerging Markets Index 220@8(bold
indicates CDC outperformanc®)
Cum.
Annualized 2004 2005 2006 2007 2008
%
CDC Gross Returns 21% 22% 42% 43% 57% -33%
MSCI Emerging Markets Inde] 1% 22% 30% 29% 37% -55%
Alternative Comparisons
MSCI Frontier Markets 1% 23% 73% -9% 42% -54%
Cambridge Assoc. ROW 1% -3% 2% 11% 10% -4%
Average Return (Ndb LPs)
Cambridge Assoc. ROW Upp: 16% 13% 13% 18% 18% 12%
Quartile Return (Net to LPs)
Cambridge Assoc. ROW 1% -2% 0% 2% 5% -3%
Median Return (Net to LPs)
Cambridge Assoc. ROW Lowv -12% -19% -12% -9% -7% -19%

Quartile Return (Net to LPs)

% CDC Annual Reportfor relevant years. Cambridge Associates data from ThomsonONE accessed April
10, 2015; and MSCI Frontier Markets index.

2" EM countries include: Argentina, Bahrain, Bangladesh, Bulgaria, Croatianig, Jordan, Kenya,
Kuwait, Lebanon, Lithuania, Kazakhstan, Mauritius, Morocco, Nigeria, Oman, Pakistan, Romania, Serbia,
Slovenia, Sri Lanka, Tunisia, Ukraine and Vietham.
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3.1.2 20092012
C D C ingestment Allocation

Il n 2009, CDC’' s i nv®&Tatlefi&shdws thad CDIC consisteritha n g e d
exceededts revisedincome and geography goals for 2009 through 2011.

Table3-3: National income and geographicviestment targets 20080117

2009 2010 2011
Investments in lowincome 100% 92% 91%
countries (target: 75%)
Investments in SuSaharan 96% 84% 7%
Africa (target: 50%)
CDCob6s Fi srlormantcea | P

In 2010, CDC and Morgan Stanley developed a more tailored bencfonéiriancial

performance measuremeAis CFO Godfrey Daviesxplained in the 2010 annual report,

“The individual country weightings within th
difer ent from the geogr aphf’Asalresidt,phe ¥3Cd of CDC’ s
Emerging Markets Index reported for 2010 and thereafter differs from the typically

reported version of the index. AsTable3-2, Table3-4comparsCDC’ s per f or mance
(this time net returs) rather than gross return) to thdjusted MSCI Emerging Markets

Index, the MSCI Frontier Markets benchmark, andGrembr i dge Associ at es’
benchmark$or average, upper quartile, median, and lower quartile returns.

CDC’ s net rtheeadustedsSClibenghgarikdin three of the four years

reported Because CDC switched to reporting net returns, while public markets report

gross returns, some difference between the two measures is unsur@msyno 2011

did C D C =3% performance exceed tHE8% esult from the broader metricDC

lagged the MSCI Frontier Markets Index in 2009 and 28%6eeded it in 201 nd

matched it in 2012This performance generatedwamulative annualized retuof 7% for

CDC, comparabl e t o .RéavetetheCaibridgerAssdtmtesk et s’ 6 %

Bl'n the wake of the 2009 changes ewlopedaGétsf i nvest ment
backwardlooking metrics to ensure that p2809 commitments that were still being drawn down-post

2009 were following appropriate per capita national income and geography targets. As noted in the 2010

annual report , dmcdhiminents madeepsor tm2009twere 32% in-Sabaran Africa

and 52% in | ow income countries, exCb@Ahhualg the targef
Report 2010, p. 5.

29CDC Annual Reporttor relevant years.

%0 CDC Annual Repor2010, p. 5.
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benchmarkswi t h whi ch CDC’ s net QD€ wasfirmgntieer e mor e
second quartile for 2@) 2010, and 201,2ut in the third quartile in 2011.
Table3-4: CDC Net Return v. MSCI Emergindarkets Index and othdsenchmaks
20092012
Cum.
Annualized
% 2009 2010 2011 2012
CDC Net Returns 7% 9% 12% -3% 9%
MSCI Adjusted Emerging Markets
Index 1% 75% 19% -18% 18%
Alternative Benchmarks
MSCI Frontier Markets Index 6% 12% 24% -18% 9%
Cambridge Assoc. ROW Average
Return (Net to LPs) 4% 1% 7% 4% 5%
Cambridge Assoc. ROW Upper
Quartile Return (Net to LPs) 16% 15% 19% 14% 15%
Cambridge Assoc. ROW Median
Return (Net to LPs) 4% 1% 5% 5% 5%
Cambridge Assoc. ROW Lower
Quatrtile Return (Net to LPs) -6% -9% -4% -5% -6%
3.1.3 Summary
Between 2004 and 2012, while CDC pursed a strictly funds investment strategy, the
group performed quite well. It consistently met its internal goals for investment in
companies in certaigeographies anith countrieswith certain income guidelines. Its
capital mobilization between 2009 and 2012 met its goals for that pasaull be
described in Section 3.2.Burthermore, its financial performance exceeded its external
benchmark betwee2004 and 2008. Between 2009 and 2012, its more constrained
mandate reduced its financial returns in most yesdadive to both its official benchmark
and to thealternatemetrics. In comparison to the private equity benchmarks between
2009 and 20122DCtended to perform in the second or third quartiles.
Over the period of 2004 t 2012, CDC’s cumul

that it performed strongly. As shown in
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Table3-5, CDC outperformed the MSCI Adjusted/Unadjusted Emerging Markets Index
and all of the other benchmarks, except for the Cambridge Associates Upper Quarter
Return.
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Table3-5: CDC's wwmulativeannualizedresults elative tobenchmarks, 2062012

Cum. Annualized %

CDC Net Returns 14%
MSCI Adjusted/Unadjusted Emerging

Markets Index 10%

Alternative Benchmarks

MSCI Frontier Markets Index 3%
Cambridge Assoc. ROW Average Retu

(Net to LPs) 4%
Cambridge Assoc. ROW Upper Quartil

Return (Net to LPs) 16%
Cambridge Assoc. ROW Median Retur

(Net to LPs) 2%
Cambridge Assoc. ROW Lower Quartilg

Return (Net to LPs) -9%

Ve

32#%$#60 $AOAI T BMIBionO ) I PAAOD

This section evaluatgs D C tositribution to its development impact mission and three
inter-relatedobjectives

CDCos miogestiie®0042 periodwas based on a theory of change in emerging
markets, wherebfancial returns would generate turnover, EBITDA, taxes and
employment, leading to private sector development and broadly shared prosperity

A fund-of-funds investment strategy was expected to be best suited for achieving this
mission. The strategy haldree objectivegjefined below:

Objective 1. To attract thirdparty commercial capital to emerging markets

Objective 2. To providecapital to a broader range of businesses, including those that
are harder to access

Objective 3. To build @pacity for investing, DI and ESG by supporting |caxadi
regional hand®n PE managers

To view the impact of CDC’ s ecdonsieusttament s bet w
series opivottablestal et er mi ne t he i mpact of @mC’ s i nve
firms economic performance in termsgrbwth inrevenue, EBITDA, and taxes paid

'cpbc’s articulation of L2 periodh{se€BC Aonual Repartforexhctover t he 21
wording),but variations of the missicaimed to increaseirnover EBITDA, taxes and employment
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among the portfolio companied/e further examined the different impact by region,
industry, fund performanceand for firstt i me f und manager s. For CDC
classifications of countries in each region, pleasessetion 5.2

For the purpose of our analysis, we will present information for all the regions in which
CDC invested from 200tb 2012. Although CDC no longer invests in Asia®auth

Asia, Latin America, or Europe, we will include those regions unden theeb r eRest a  ©
of World” designationn the discussionsChina was separated as its own regasnit
dominates the Asia results, even though CDC no longer invests in-fobimsed fund
managers.

It is clear that CDC created a significant impact throaglfunds investing. In total, our

data show that between 2008 and 2012, compan
added345,056directjobs, increasedevenues by $41.6 billioandprofits by $4.&villion,

and paid $2.1 billion more in taxes. Please tlode as discussed earlier, these data
underesti mate the tr uadaueitothgtaumcated pdriodGVRIC’ s | nves
which these changes are assessed. Additionally, the final entry of many companies that

were successfully exited was not supplied, et our analysis did not represent the full

impact of the investmenthe distributions are displayed Trable3-6, below.

Table3-6: Overall distribution of developmennpact(Direct EmploymentiRevenue,
EBITDA, and Taxes i8USD million3

Direct
Employment Revenue EBITDA

By Region Chg. Chg. Chg. Tax Chg.
Africa 40,501 5,2341 1,399.8 6294
China 125,238 18,803.8 1,591.7 754.7
Rest of World 61,972 8,5822 7221 4912
South Asia 117,345 9,0264 1,1210 247.6
Total 345,056 41,6465 4,834.6 2,1230
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Employment Revenue EBITDA
By Industry Chg. Chg. Chg. Tax Chg.
Agribusiness & Food 28,289 4,505.8 2223 -34.4
Consumer Services 102,632 8,381.9 8392 1840
Education 29,915 6992 173.9 183
Extractive industries 23,128 -1,795.8 -696.1 1704
Financials 72,549 8,756.9 1,443.6 469.8
Health care 13,043 2,199.6 25.4 261.9
Industrials 22,917 6,317.7 5161 246.9
Information & communications
technology 21,869 -333.4 -4684 454.9
Infrastructure 26,731 9,189.7 1,8594 2083
Real Estate 3,983 3,724.9 9193 142.9
Total 345,056 41,6465 4,834.6 2,1230
By Fund Level Employment Revenue EBITDA  Tax
IRR Chg. Chg. Chg. Chg.
-100%- -90% -453 17.2 -0.5 0.0
- 60%- -50% -384 4.5 0.6 -0.1
- 40%- -30% 281 138.6 124 0.3
-30%- -20% 4,632 673.7 351 1.2
-20%- -10% 23,544 2491 553 22.3
-10%- 0% 82,681 5,234.8 -152.6 23.9
0%-10% 134,253 22,2291 2,8051 1,227.6
10%- 20% 29,778 55845 1,1464 516.6
20%- 30% 4,632 2,459.7 807.6 167.1
30%- 40% 34,312 2,8343 36.3 3.7
40%- 50% 31,765 2,211.7 854 1592
90%- 100% 16 9.4 3.8 1.3
Total 345,056 41,6465 4,834.6 2,1230

The following sections wiltiscuss these findirsg For detailed analysef the impact of
first-time fund managerplease refertthe Appendk in section 5.1

3.2.1 Change in Employment

The need for additional jobs in emerging markets is severe. In 2012, the World Bank
estimated that global economy needed to have created 600 million more jobs between
2005 and 2020 to “absorb young people enter.i
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empowewo men, and p’tCeDvCe nst tuhneroersyt .0'f change stat
companies employ and train people and boost tax revenues for their local goveffiments

Below, we explore the distribution dfrectjob® creationacross regions, industries, fund

performance, and firsime fund managers.

3.2.1.1 By Region and Industry
We start by examining job creation by region, studying Africa, China, Souh @
the Rest of World, anshdustry to determine which sectors created the greatest number of

directjobs.

Table3-7: Total change irdirectemployment by region and industry

Agribusiness Consumer Extractive Health
Region Group| & Food Services Education industries Financials care
Africa 2,448 8,354 0 5,040 15,191 442
China 12,008 60,332 22,405 -750 3,324 5,595
Rest of World 5,463 2,609 306 17,976 26,774  -557
South Asia 8,370 31,337 7,204 862 27,260 7,563
Total 28,289 102,632 29,915 23,128 72,549 13,043
Percentage of
Global Total 8.2% 29.7% 8.7% 6.7% 21.0%  3.8%

Bold > 50,000

32 |FC Jobs StudyWorld Bank Group, 201 3vww.ifc.org/jobaeation.

33 CDC Annual Revie\2008: 5.

34 Note that this looks specifically at jobs creatkectly by portfolio companies in their own businesses, it

does not consider jobs creaiadirectly in their supply chain or in the broader economy (e.g. due to the

higher spending power of new employeé&<): this and other reasons, including timeframe of the analysis,

these results should not be20iédmpabRemod t o t hose publ i st

32



Page33

Information & Percentage
communications Real of Global
Region Group | Industrials  technology Infrastructure Estate| Total Total
Africa 323 1,059 6,597 1,047 | 40,501 11.7%
China 12,902 4,820 1,787 2,815 | 125,238 36.3%
Rest of World 5,352 3,064 895 90 61,972 18.0%
South Asia 4,340 12,926 17,452 31 117,345| 34.0%
Total 22,917 21,869 26,731 3,983 | 345,056
Percentage of
Global Total 6.6% 6.3% 7.7% 1.2%
Bold > 50,000

In summary, of the total of 345,0%6krectjobs created between 2008 &@il2 Chinese

compani es

support ed crbayed 2RA3BG&3%foftiatal;

manager s

followed by South Am with 117,345 (34.0 %), Rest thfe World with 61,972 (18.0%),
and Africa with 40,501 (11.7%). Overall, the sector that created thedmnestjobs was
Consumer Services with 102,632 jobs (29.7% of the total), followed by Financials with
72,549 jobs (21.0%).

It is instructive, however, to examinkrectjobs created per company, as 100,000
Consumer Services companies may have created onlpbmag¢h. Thus, we created
Table3-8 with the averagéirectjobs created per company.

Table3-8: Average change idirectemployment per company by region and industry.

Agribusiness Consumer Extractive Health
Region Group & Food Services  Education industries Financials care
Africa 98 557 0 120 241 49
China 667 1,676 5,601 -250 475 430
Rest of World 420 79 102 1,240 609 -56
South Asia 492 729 1,441 57 634 199
Average 388 808 2,301 310 462 186
Bold> 375
Information &
communications
Region Group | Industrials technology Infrastructure Real Estate] Average
Africa 10 46 440 55 165
China 243 151 112 402 663
Rest ofWorld 149 204 66 23 333
South Asia 67 646 426 3 392
Average 123 243 313 95 375

Bold > 375
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Overall, the average increasedimectemployment per company was 375 jobs. The

sector that created the mafitectjobs per company was Education with 2,301 jobs per
company (more than six times the average). Consumer Services had the second highest
change irdirectemployment per company with 808 jobs on average (double the
average).

Whenthe regions were ranked birectjobs/company, Chinked, followed bySouth
Asia, Rest ofthe World, and finally Africa. The following section will analyze which two
industries created the makitectjobsperregion.

Between 2008 and 2012, Chinese companies created theineosfobs per company at
663/companyWithin China, the Consumer Services sect@ated0,332total direct
jobs( 1, 6 76/ c o mp a n wecqonabeshperforeningshctpdacat®on added
22,405total directjobs (5,601/company)

In South Asia, companiaseated 392lirectjobs/companyon averageThe best
performing industry was Consumer Servicgbkich created 31,33btal directjobs
(729/company)indicatingthe volatility of the consumer services seciisr)eadingob
creator adde@2,287 jobswhile three othecompaniedost more than 1,000 employees
each.The seconsbest performing sectan South Asiavas Financialsvith a total of
27,260directjobscreated (634/companyA single companyn this sectodirectly
created 14,881 jobs

Companiesn the rest of the worldirectly created 333 jobs/company on averagee

best performing sector was Financials with 26,774 tlitaktjobs created (609
jobs/company). The secoiebst performing sector was Extractive Industries with 17,976
total jobs created (1,2Qdbs/company).

African companieslirectly createdl65jobscompany on average. The best performing
African industry waskhe Financiak sector whichcreatedl5,191totd directjobs
(241/company)The secontbest performing sector was Consumer Seryisschadded
atotal of 8,354directjobs (557/company).fle bestperforming compaynin Africa
added7,054directjobs

3.2.1.2 By Fund-Level IRR

We also examined the data accordinghnet IRR on the fund level to provide an
alternative perspective on the impact of fund successreatemployment growth. The
| RRs wer e t hegrotipechbg B0%amdset | RR

Table3-9 shows the total change directemploymentelativeto the IRR bandsthe

number of companies in eabhand and the average increasealirectjobs per company.

As mentioned before,toasaunt f or dupl i cate companies, t he
divided by the number of funds invested in a given company. Therdiere, may be

portions of companies allocated to IRR bands.
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Table3-9: Change in totabnd averagealirectemploymentand number of companiey
fundlevel IRR.

Average
Change in Change
Direct % of per Number of| % of
IRR Employment| Total | Company| Companie§ Total
-100%- -90% -453 -0.1% -453 1 0.1%
-60%- -50% -384 -0.1% -96 4 0.4%
-40%- -30% 281 0.1% 33 8.5 0.9%
-30%- -20% 4,632 1.3% 662 7 0.8%
-20%- -10% 23,544 6.8% 359 656 7.1%
-10%- 0% 82,681 24.0% 434 1903 20.7%
0%-10% 134,253 38.9% 314 4279 46.6%
10%- 20% 29,778 8.6% 244 1223 13.3%
20%- 30% 4,632 1.3% 110 42.2 4.6%
30%- 40% 34,312 9.9% 1,002 343 3.7%
40%- 50% 31,765 9.2% 2,541 12.5 1.4%
90%- 100% 16 0.0% 5 3.5 0.4%
Total 345,056 375 919
Significant at 5% Bold > 50,000 Bold > 375 Bold > 100

In general, companies that were in the portfolios of funds with IRRs betd8&nand
10% created almost 217,000 tadirectjobs, or 63% of the totalirectjob change.
Because of the relatively large number of companies in theld% band, the average
number ofdirectjobscreatedoer companyacked by funds performirig this bang314,
was only 84%of the overallaverageof 375

Companiesvhere the fund managers hid&®Rs between 30% and 50% created almost
20% ofthe total number aflirectjobs.Conpanies in funds with IRRs between 30% and
40% directly createdl,002jobs eachwhile companies in funds with an IRR between
40% and 50%lirectly created 2,54 jobseach

3.2.1.3 By First-Time Fund Manager Status
We alsoanalyzed thelirectemployment growth ofompanies of firstime fund

managers compared to those of +fiost-time fund managers. Overall, there were 392
companiesinfirst i me manager s’ podfirstt o meosnanagéersS27 i

% Change in employment when categorized by IRR was signifataht 5% levelPlease refer to Section
5.2: Appendix:Tests of Significance~ANOVA for more details.
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portfolios. Companies with firdime fund managerdirectly created 136,404 jobs
(348/company), whereas companies with-ficst-time fund managers created a total of
208,652directnew jobs (396/company).

By IRR

We analyzed the relationship between IRR bands and the odieeali jobcreation
performance of firstime fund manager3.able3-10 shows the full results below.

Table3-10: Total change irdirectemployment afompanies in the portfolios &fst-
time managers by IRR.

Non-First Difference | Percentage

IRR First Time Time Total (First-Not)? of Total
-100%- -90% -453 0 -453 -453 -0.1%
-60%- -50% -384 0 -384 -384 -0.1%
-40%- -30% 281 0 281 281 0.1%
-30%- -20% 3,902 730 4,632 3,172 1.3%
-20%- -10% 36 23,508 23,544 -23,472 6.8%
-10%- 0% 31,120 51,561 82,681 -20,441 24.0%
0%- 10% 49,700 84,553 134,253 -34,853 38.9%
10%- 20% 9,795 19,983 29,778 -10,188 8.6%
20%- 30% 2,544 2,087 4,632 457 1.3%
30%- 40% 8,098 26,214 34,312 -18,116 9.9%
40%- 50% 31,765 0 31,765 31,765 9.2%
90%- 100% 0 16 16 -16 0.0%
Total 136,404 208,652 345,056

Bold> 50,000 a: Negative differences indicate worse performance bytfirst funds.
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Non-First
IRR First Time Time Averagé | Difference
-100%- -90% -453 0 -453 -453
-60%- -50% -96 0 -96 -96
-40%- -30% 35 0 33 35
-30%- -20% 1,301 183 662 1,118
-20%- -10% 10 379 359 -368
-10%- 0% 340 523 434 -183
0%- 10% 239 384 314 -146
10%- 20% 239 246 244 -7
20%- 30% 162 79 110 83
30%- 40% 2,159 859 1,002 1,300
40%- 50% 2,541 0 2,541 2,541
90%- 100% 0 5 5 -5
Average 348 396 375

Bold = Greater than respective column average.
a: Negative differences indicate worse performancersttime funds.

In four bands, companies of firBtne managersreated more direct jobs than ditbse

of nonirst time fund managerdn two bandsfirst-timema nager s’ lostjobsmpani e s
This finding may demonstrate thampaniesuffered from tk inexperience of firsime
managersThe results may also suggest ttredt firsttime fund managers may have raised

smaller funds and could not adequately support their compdaiesther two bands

which firsttime fund managers outperformed themna experienced peengere

relatively high IRR (20% 30%, 40%- 50%),suggestinghat companies of firdime

fund managers also have the potential to generate stunning returns.

Companies ohortfirst-time fund managens the middle of the distributierwith IRRs
between20% and20%—created mor¢otal jobs than diccompanies ofirst-time fund
managers with the same IRBRg at least 10,000 jobas shown by the difference column
This findingsuggestshatmore experienced fund managers may createejobs and
more stable IRRs, but, at least in this sample, ves®likely to create super star
performers. For a detailed analysis on the distribution oftfiret fund managers with
respect to region and industries, please ref&etdion 51.

3.2.1.4 Summary

CDC’s portfolio of investee bduestjobsarsusces cr eat
the worldbetween 2008 and 201€hina and South Asia led ihis employment growth.

The Consumer Services industry created almost 30% of all jobs. Overall, companies of
nonHirst-time fund managers created mdieectjobs than did those of firdime fund

managers. In general, better performing funds created consistently createtiraaire

jobs. However, companies with firgtne fund managers hachigh risk, high rewvard

dynamicwhere they could end up with a substantially negative dR&job lossesut

could alsacreate great returns asynificantdirectjob gairs.
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3.2.2 Firm-Level EconomicPerformance

The next part of the analysis focuses on the economic performatieafmpanies in

the private equity groups’ portfolios, me a s u
taxes paid by these companies between 2008 and 2012. In total, revenues increased by

$41.6 billion ($45.3 million/company), EBITDA increased by $4ilBdm ($5.3

million/company), and taxes paid increased by $2.1 billion ($2.3 million/company). As

discussed earlier, the time period over which the data were analyzed is abridged, which

means these results do not fnvésimgntsr epresent t

3.2.2.1 By Region and Industry

Below, we analyze the growth in revenue, EBITDA, and taxes paid across regions and
industries, and consider it relative to fund performance and fund manager experience
level. Table3-11, below, displays the total and average change in firm economic
performance across regions and indast

Table3-11: Total and average change finm-level financial performancby region and
industry in $USD millions

Total Agribusiness & Food Consumer Services Education

Revenue EBITDA Taxes| Revenue EBITDA Taxes| Revenue EBITDA Taxes
Region Group| Chg. Chg. Chg. Chg. Chg. Chg. Chg. Chg. Chg.

Africa 45.7 30.0 -3.3 349.7 306.9 62.5 0.8 0.0 0.0
China 3,356.1 344.3 -46 | 3,276.2 1241 156.8| 341.0 90.7 13.0
Rest of World| 664.2 50.0 7.7 2,448.9 212.6 29.6 247.9 41.0 6.3
South Asia 439.8 -201.9 -342 | 2,307.1 1956 -64.8 | 109.5 42.2 -1.0

Total 45058 2223 -344 | 83819 839.2 184.0| 699.2 173.9 18.3

Percentage of
Global Total 10.8% 46% -1.6% | 20.1% 174% 8.7% | 1.7% 3.6% 0.9%

*3%80ld> 1,000

% Change in total respective financial variables when categorized by regions and industries were all
statistically significant at least at the 10% levar a detaileeéxplanation please refer t8ection 5.2,
Appendix: Tests of Significance~ANOVA.
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Extractive industries Financials Health care

Revenue EBITDA Taxes| Revenue EBITDA Taxes| Revenue EBITDA Taxes
Region Group| Chg. Chg. Chg. Chg. Chg. Chg. Chg. Chg. Chg.
Africa 1,954.6 400.7 72.7 | 1,450.7 4294 1575 | 397.7 53.8 4.0
China -2.5 -3.5 0.0 284.5 -80.0 -16.7 | 1,591.7 -29.9 238.2
Rest of World| -3,999.9 -1,141.2 141.2 | 5,140.2 276.5 131.8| -235.6 3.9 0.6
South Asia 252.0 47.9 -43.5 | 1,881.5 817.7 197.3| 445.8 -2.5 19.2
Total -1,795.8 -696.1 170.4 | 8,756.9 1,443.6 469.8 | 2,199.6 25.4 261.9
Percentage of
Global Total -43% -144% 8.0% | 21.0% 29.9% 22.1%| 5.3% 0.5% 12.3%

Bold> 1,000
Information &
Industrials communications technology Infrastructure

Revenue EBITDA Taxes| Revenue EBITDA Taxes| Revenue EBITDA Taxes
Region Group| Chg. Chg. Chg. Chg. Chg. Chg. Chg. Chg. Chg.
Africa 612.3 34.6 -19.5 | 4395 2458 3409 | -28.2 -112.3 14.2
China 42126 1985 199.6 | 1,927.8 7.0 13.1 199.2 61.5 14.1
Rest of World| -193.2 140.5 6.9 2,0159 670.6 103.4| 2,407.5 463.9 61.8
South Asia 1,686.1 142.6 59.9 | -4,716.5 -1,391.8 -24 | 6,611.2 1,446.3 118.2
Total 6,317.7 516.1 246.9 | -333.4 -468.4 4549 | 9,189.7 1,859.4 208.3
Percentage of
Global Total 152% 10.7% 11.6%| -0.8% 9.7% 21.4%| 22.1% 385% 9.8%

Bold> 1,000
Real Estate Total Change Percentage of Global Tota

Revenue EBITDA Taxes| Revenue EBITDA Taxes | Revenue EBITDA Taxes
Region Group| Chg. Chg. Chg. Chg. Chg. Chg. Chg. Chg. Chg.
Africa 11.4 10.9 0.5 5,234.1 1,399.8 629.4 | 12.6% 29.0% 29.6%
China 3,617.2 879.0 141.3|18,803.8 1,591.7 754.7 | 452% 32.9% 35.5%
Rest of World| 86.4 4.4 2.1 8,682.2 7221 4912 | 20.6% 149% 23.1%
South Asia 9.8 25.0 -09 | 9,026.4 1,121.0 2476 | 21.7% 23.2% 11.7%
Total 3,724.9 919.3 1429 | 41,646.5 4,834.6 2,123.0
Percentage of
Global Total 8.9% 19.0% 6.7%

Bold> 1,000
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Average Agribusiness & Food Consumer Services Education

Revenue EBITDA Taxes| Revenue EBITDA Taxes| Revenue EBITDA Taxes
Region Group| Chg. Chg. Chg. Chg. Chg. Chg. Chg. Chg. Chg.
Africa 1.8 1.2 -0.1 23.3 20.5 4.2 0.8 0.0 0.0
China 186.5 19.1 -0.3 91.0 3.4 4.4 85.2 22.7 3.2
Rest of World| 51.1 3.8 0.6 74.2 6.4 0.9 82.6 13.7 2.1
South Asia 25.9 -11.9 -2.0 53.7 4.5 -1.5 21.9 8.4 -0.2
Average 61.7 3.0 -0.5 66.0 6.6 1.4 53.8 13.4 1.4

Bold = Greater than respective total average.
Extractive industries Financials Health care

Revenue EBITDA Taxes| Revenue EBITDA Taxes| Revenue EBITDA Taxes
Region Group| Chg. Chg. Chg. Chg. Chg. Chg. Chg. Chg. Chg.
Africa 46.5 9.5 1.7 23.0 6.8 2.5 44.2 6.0 0.4
China -0.8 -1.2 0.0 40.6 -11.4 -2.4 122.4 -2.3 18.3
Rest of World| -275.9 -78.7 9.7 116.8 6.3 3.0 -23.6 0.4 0.1
South Asia 16.8 3.2 -2.9 43.8 19.0 4.6 11.7 -0.1 0.5
Average -24.1 -9.3 2.3 55.8 9.2 3.0 31.4 0.4 3.7

Bold = Greater than respective total average.
Information &
Industrials communications technolog) Infrastructure

Revenue EBITDA Taxes| Revenue EBITDA Taxes| Revenue EBITDA Taxes
Region Group| Chg. Chg. Chg. Chg. Chg. Chg. Chg. Chg. Chg.
Africa 18.6 1.0 -0.6 19.1 10.7 14.8 -1.9 -7.5 0.9
China 79.5 3.7 3.8 60.2 0.2 0.4 12.4 3.8 0.9
Rest of World| -5.4 3.9 0.2 134.4 44.7 6.9 178.3 34.4 4.6
South Asia 25.9 2.2 0.9 -235.8 -69.6 -0.1 161.3 35.3 2.9
Average 33.8 2.8 1.3 -3.7 -5.2 5.1 107.5 21.7 2.4

Bold = Greater than respective total average.

Real Estate Total Avg. Change
Revenue EBITDA Taxes| Revenue EBITDA Taxes
Region Group| Chg. Chg. Chg. Chg. Chg. Chg.
Africa 0.6 0.6 0.0 21.4 5.7 2.6
China 516.7 125.6 20.2 99.5 8.4 4.0
Restof World 21.6 1.1 0.5 46.1 3.9 2.6
South Asia 0.8 2.1 -0.1 30.2 3.7 0.8
Average 88.7 21.9 3.4 45.3 5.3 2.3

Bold = Greater than respective total average.
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Revenue

Overall, revenues for the companies in CDC’
Theregion with the most revenue generation was China with a total increase in revenue

of $18.8billion (45.2% oftotal, $99.5 million/company). South Asian companies

generatec total increase ¢#9.0 billion in revenug21.0% of total, $30.2

million/company) Revenues for companies hetrest of the worldose by$8.6 billion

(20.6%, $46.1 million/companyT.he total increase in revenues for African companies

was$5.2 billion (12.6% of total, $21.4 million/company)

In China, the Industrials sector showtbd greatest revenue growth, with a total increase
of $4.2 billion ($79.5 million/compay). Real Estate was the secdmebt performing

sector with $3.6 billion in total revenue ($516.7 million/company). Two other sectors
also had increases in total revem®ve $3 billion: Agribusiness and Food with $3.3
billion ($186.5 million/company) and Consumer Services with $3.2 billion ($91.0
million/company).

S

South Asia’s best performing sector was Infr

total revenue ($163.million/company). The two most successful investments generated
$5.8 billion in additional revenue, combined. Its seebadt performing sector was
Consumer Services with an increase of $2.3 billion in total revenue ($53.7
million/company).

The best pedrming sector irthe st ofthe world was Financials, which showed an
increase of $5.1 billion in total revenue ($116.8 million/company). The sduestd
performing sector was Consumer Services, with a $2.4 billion increase in total revenue
($74.2 millioncompany).

In Africa, Extractive Industries boosted total revenues the most, with an increase of $1.9
billion ($46.5 million/company). The secoist performing industry in Africa was
Financials, with $1.5 billion ($23.0 million/company).

EBITDA

EBITDAfor t he companies in which CDC’'s funds
2008 and 2012When ranked by total EBITDA change, Chinese companies had an

overall increase of $1.6 billion in total EBITDA (32.9%, $8.4 million/compaAffican
companies followd closely behind, with a total increase of $1.4 billion in EBITDA

(29.0% of total, $5.7 million/company). South Asian companies had a total increase of

$1.2 billionin EBITDA (23.2%, $3.7 million/company).The rest of the world increased

total EBITDA by $22.1 million (14.9%, $3.9 million/company).

I

China’'s best performing sector was Real Esta

($125.6 million/company). Its secoitst performing sector was Agribusiness and Food
with a total increase of $344.2 mdh ($19.1 million per company).
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The best performing African sectimr EBITDA growthwas Financials with a total
increase of $429.4 million ($6.8 million/company). The seebest performing sector
was Extractive with $400.7 million total increase ($9.5lkon/company). One
particular Nigerian compartyada $1.2 billion increase in EBITDAyhich wasthe best
EBITDA overall, and the onlycompanyto have EBITDAgrow by morethan $1 billion.

South Asia’'s best perfor mi nigcresseoflodr was | nfr
billion ($35.3 million/company)Ranked nextvas Financials with $817.7 million total
increase in EBITDA ($19.0 million/company).

Therest oftheworld s best performing sector was | nfor
Technology with a totahcrease of $670.6 million ($44.7 million/company). Its seeond

best performing sector was Infrastructure with a total increase of $463.9 million ($34.4
million/company).

Taxes

Increased tax revenuespresena critical benefit for emerging market govermitse

Overall, companies backed by CDC's funds pai
2008 and 2012Chinese companided the regions, with total increase of $754.7

million in taxes (35.5% of global total, $4.0 million/compariQr African compares

the tax bill grew by $629.4 million in tot§29.6% of total global, $2.6 million/company).

For the rest of the world, total taxes increased by $491.2 million (23.1% of global total,

$2.6 million/company)South Asian companies paid $247.7 millioore in total taxes

(11.7% of global total, $0.8 million/company).

In China, the Healthcare sector had the highest tax increase, with $238.2 million paid
($18.3 million/company). The Industrials sector came in second with $199.6 million paid
($3.8 million/conpany).

In Africa, the sector with the highest increase alttaxes paid was Information and
Communications Technology with $340.9 million ($14.8 million/company), followed by
Financials with $157.5 million ($2.5 million per company).

In the rest of tk world, Extractive Industriebad the highest growth in taxes, wih41.2
million paid ($9.7 million/company). The secohifhestwas Financials with $131.8
million ($3.0 million/company).

In South Asia, the Financials sector saw the largest increés&inaxes paid with
$197.3 million ($4.6 million/company). The sector with the second highest increase was
Infrastructure with $118.2 million ($2.9 million/company).

3.2.2.2 ByFund-Level IRR

We nextexamined firm economic performance with respect to fundtiR$ee if there
was a correlation between these metrics and the fund IRRs. As before, we grouped the
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companies into banadecording to fundevel IRRby 10% increments, and then we
examined the changes in firm economic performanable3-12 displays the total and
average changes in the firm economic performance across all companies according to
fund IRR. The discussion follows the tables.

Table3-12: Total and averagehange irffirm economic performandagy fundIRR in
$USD millions

Revenue EBITDA Taxes

IRR Chg. Chg. Chg. Percentage of Total
-100%- -90% 17.2 -0.5 0.0 0.0% 0.0% 0.0%
-60%- -50% 4.5 0.6 -0.1 0.0% 0.0% 0.0%
-40%- -30% 138.6 124 0.3 0.3% 0.3% 0.0%
-30%- -20% 673.7 351 1.2 1.6% 0.7% 0.1%
-20%- -10% 2491 55.3 22.3 0.6% 1.1% 1.0%
-10%- 0% 5,234.8 -152.6 23.9 126% -32% 1.1%
0%- 10% 22,2291 2,8051 1,22/.6 | 53.4% 58.0% 57.8%
10%- 20% 5,5845 1,1464 516.6 | 13.4% 23.7% 24.3%
20%- 30% 2,459.7 807.6 167.1 59% 16.7% 7.9%
30%- 40% 2,8343 36.3 3.7 6.8% 0.8% 0.2%
40%- 50% 2,211.7 85.4 159.2 5.3% 1.8% 7.5%
90%- 100% 9.4 3.8 1.3 0.0% 0.1% 0.1%
Total 41,6465 48%#.6 2,123.0

Statisticallysignificant at the 10% levél.Bold > 1,000

37 Change in total taxes when categorized by IRR was statisticgfiifisant at the 10% levePlease refer
to Section 5.2Appendix:Tests of Significance~ANOVA for the full details.
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Revenue EBITDA Taxes
IRR Chg. Chg. Chg.
-100%- -90% 17.2 -0.5 0.0
-60%- -50% 1.1 0.1 0.0
-40%- -30% 16.3 15 0.0
-30%- -20% 96.2 5.0 0.2
-20%- -10% 3.8 0.8 0.3
-10%- 0% 27.5 -0.8 0.1
0%- 10% 51.9 6.6 2.9
10%- 20% 45.7 9.4 4.2
20%- 30% 58.3 19.1 4.0
30%- 40% 82.8 1.1 0.1
40%- 50% 176.9 6.8 12.7
90%- 100% 2.7 1.1 0.4
Average 45.3 5.3 2.3

Bold = Greater than respective column average.

In general, there was a relatively normal distribution shape where the majority of the
revenue/EBITDA/taxes originated frooompanies backed by funds that performethen
0%- 10% IRR range. The extreme IRR bands generated srobHeges, possibly

becaus they contained smaller numbers of funds and thus comp&oiesach of the
variables—revenue, EBITDA, and taxesthe two besperforming bands by total change
will be discussedr-or all three variables, companies in funds with IRRs between 0% and
10% hal the greatest increase, while companies in funds with IRRs between 10% and
20% had the secorakst performance.

Companies where the fund managéRR was between 0%10% increased their total
revenues by $22.2 billion (53.4% of total, $58.3 million/camy). When the fund IRR
was between 10%20%, the companies increased their total revenues by $5.6 billion
(13.4% of total, $45.7 million/company).

The best performing EBITDA categoinycluded companies wittundslevel IRRs
between 0% and 10%, with $8lion (58.0% of total, $6.6 million/company). The
secondbest performing band was the 16%0% range with $1.1 billion (23.7% of total,
$9.4 million/company).

In taxes paid, the best perfaamcecame fromcompanies ifunds with an IRR between
0% and 0%, at$1.2 billion (57.8% of total, $2.9 million/company). The secbedt
performing category was companies with adflevel IRR between 10% and 20%, where
taxes grew by516.6 million paid (24.3% of total, $4.2 million/company).
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3.2.2.3 By First-Time Fund Manager Status

We also examined revenue, EBITDA, and taxes faidompanies with respect to first
time fund managers. As mentioned earlier, a totéd3companies were held in funds
managedy first-time managers; a total o2B companiesveremanagedy nonfirst-
time mangers.

Table3-13: Total and average change iavenue, EBITDA, and taxes of companies by
first-time fund managers in $USD millions

Revenue EBITDA Tax

Total Chg. Chg. Chg.
FirstTime 11,4509 1,311.9 836.8
Non-FirstTime | 30,195.6 3,522.8 1,2862
Total 41,6465 4,834.6 2,1230

Revenue EBITDA Tax

Average Chg. Chg. Chg.
FirstTime 29.2 3.3 2.1
Non-FirstTime 57.3 6.7 2.4
Average 45.3 5.3 2.3

Overall, companies with nefirst time managers created more total revenue, EBITDA,
and taxes paidCompanies with firstime managers generated $11.5 billiotatal
revenue ($2.2 million/company) compared to $30.2 billion5#3 million/company) for
companies with notfirst-time managers. Companies with fitshe managers also
generated lesSBITDA— a totalincrease of $B.billion ($3.3 million/company —
compared to $3.billion ($6.7 million/company)or companies invested by ndinst

time funds.Companies with firstime managers also paid lesgatal taxes with $86.8
million ($2.1 million/company), compared to $1.3 billion foompanies witmonirst-
time managers ($2million/company).For afull detailed analysis on the breakdown of
distribution of firm economic performance by regions, industries, and IRR heitids
respect to firstime and norfirst time statusplease refer t&ection 5.1

3.2.2.4 Summary
Overall, CDC’s fund managers supported compa
billion, EBITDA by $4.8 billion, and taxes paid by $2.1 billidn.terms of the best

performing region, China had the largest increagetal revenue, EBITDA, and taxes
pad. In terms of industry, Financials and Infrastructure were the two industries that had
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the highest total change in revenues and EBITDA. For taxes paid, Financials and
Information& Communications €chnology had highest changes.

When categorized by IRRabds, the 0% 10% band generated at least half of the total
change for each financial variable. Funds that performed better would tend to generate
higher financial returns, and funds that had negative IRRs generated smaller financial
returns. Finally, wha separated intoompanies managed by fhtsne mangers and those
of nonirst-time mangers, companies of rrst-time fund managers performed better.
We would suggest thabmpanies of noffirst-time fund managensould perform better
because ofthefud ma n a g e r —but whatlpeetmai seemscfrem better initial
choice of company, more funds to supporirtgeowth, or better operational expertise,

we do not knowFormore detailsplease refer t&ection 51.

3.2.3 Objective 1: To Attract Third Party Commercial Capital to
Emerging Markets

CDC began tracking th@mountof third-party capital mobilized in 2005, the first full

year of its role as a furdf-funds investor. Information for 2004 reflects performance
only from July of that year when the sghbm Actis was complete. During this period,
CDC did not have an official benchmark for capital mobilization, and thus did not report
a moving average as it did starting in 20B8tween 2004 and 2008DC committed

£1.46 billion and an additional £1.78lion was committed by third party investors,
suggesting a mobilization rate ratio of 1:1.2.

In 2009, CDC articulated a goal for thiparty capital mobilized: 200% of its own new
investments over a thrgear rolling period. In other words, the orgati@a believed

that a CDC investment should generate at least twice that amount in capital frem third
party investors, but it accepted that such mobilization might only occur over time.

CDC had realized that its work at increasing the capacity of itsrharhgers,

particularly firstt i me funds, often played a critical r
served as a “seal of approval” to other inve
organization also provided important guidance for fund structure, intavacith LPs,
and processes for investment and ESG performance. Finally, the results from this intense
guidance persisted, albeit with a diminishing impact, over the following funds. Therefore,
instead of its earlier measurement for mobilization, whiclpbiroonsidered noi€DC
capital raised by funds in a given year rela
CDCand its shareholder DflDeveloped a metric that captured the lbegn impact of
its investment in these managers that accounted for i@ ifmtmative role. This metric
credited CDC with mobilizing capital in first time funds and tapered its role in the
subsequent funds. The formula worked as follows:
1 CDC received credit for the entire value of thpdrty capital invested in a
ma n a gisstrfuncs f
T To reflect the growing I mportance of the
di mi ni shing catalytic effect of CDC’s i n\
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“credit” for investments in second funds
by 25%;

1 Third-party investments in third funds raised by the same manger were tapered
50%; and

T Invest ments in the same manager’s fourth
75%.

1 Percentages were computed on a rolling tyese basis.

As an example, let us considée following example shown ifiable3-14, which

assumes that CDC only invested in three funds in 2009, 2010, and 201 Himérst

fund, a second fund raised by a fund manager in which CDC had invested earlier, and a

third fund tha CDC had helped testablish Each type of fund raised the same amount

of money in each year ($50 million for firsime funds, $150 million for second funds,

and $300 million for third funds) and CDC invested the same amount in each fund type

($12 million, $15 million and $18 million respectively). The first panel shows this

i nformation, and the second -gpadymeHdilizasloh ows how
is calculated, as explained in the bulleted section above, ending at the third year.

Table3-14: Example for calculating CDC's thirgarty mobilization figures

2009 2010 2011
Total $M CDC $M Total $M CDC $M Total $M CDC $M
First time 50 12 50 12 50 12
2" fund 150 15 150 15 150 15
39 fund 300 18 300 18 300 18
Total 500 45 500 45 500 45
CDC Mobilization Credit
Calculation Result Calculation Result Calculation Result
First time (50-12) 38 (50-12) 38 (50-12) 38
2" fund (150-15)*.75 101.25 (150-15)*.75 101.25 (150-15)*.75 101.25
39 fund (300-18)*.5 141 (300-18)*.5 141 (300-18)*.5 141
Total 280.25 280.25 280.25
CbC’s fund mobilization figure in 2011, t her
credits since 2009, each of which is adjust e

the fund, relative to the $45 million it invested each year. The calculatiald be:

Mobilization Percentage: (3* (38 + 101.25 + 141))/ ((3*(12+15+18)/3; or 208% in this
example.

Table3-15s h o ws  C D-gartyscapitah mobilization, using the thrgear rolling
average method described above. CDC regularly exceeded its goal of 200% capital
mobilization. Please note that dwethe tapering impact of funds raised in earlier years,
the entries in the last row ifable3-15 cannot be calculated using the data in the upper
two rows.
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Table3-15: Third-party capital mobilized 20062012

2009 2010 2011 2012
Third-party capital mobilized 767 891 496 252
(GBP millions)
CDC new investments (GBP 359 420 364 397
millions)
Third-party capital mobilizeags | 278% 378% 480% 385%
a percentage of CDC new
investments, Jear rollingavg.
(target: 20097

Thi s * t ap e,whila gasdnabte oruthe avhotuld arguably ovestate the
credit forthird party funds raised kthird, fourth, and later fund€DC would have

played an undoubted role in early funds and its backing in a second and even a third fund
sends an important message of support to potential LPs. As the fund manager seeks
i nstit utaylecomd morenvestor s

backing from classic
mixed. Commercial LPs often view the presence of DFIs in private equity funds with
misgivings due to fears of conflicting goals that might lead the fund managerto sub
optimize the fund’s financi
far more important in attracting capital than would the initial role played by CDC.

Moreover, this algorithm classed all third party capithbth public (other DFIs) and
private sector money investeds funds mobilizedStarting in2014 in agreement with
DfID, CDCwill only track the amount of investment by private sector investors
excluding that obther DFIs. Thignetric will thusc o mp ar e
partyprivate capital mobilized.

3.2.4 Objective 2: To Provide Capital to aBroader Range of Businesses

One of CDC’s primary questions of

a | ormance will bes .

t his

a broaderangeof businesses and countries through a fund of funds strategy than would

have been possible otherwis®e broke the analyss i nt o t wo
able to invest imorecompanies through a fund of funds strategy than it would have
been able to invest i n Tlkeawe considenedwhethere d
CDC was able to invest in a broader ranfbusinesses—defined as more countries
than had it used a direct strategy.

To answer the first part of the questienould CDC through a funds strateigyest in
more companies or more efficientlyan had it pursued a direct strategye needed a

3 CDC Annual Reportfor relevant years.

% percetages calculated on a thrgear rolling basis.
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comparative CDQ@vith thecharacteristics of the real CDC, including its small staff,
emerging market mandate, and remote locat@sentially, we wanted a CDC that had
all the charateristics of the real CDC except its funds strategy.

Ore might suggestobhhahoCD@ becompaWosl d Bank

InternationalFinance Corporation (IFC). Both indeed have a widespread presence across
emerging markets. Yet IFC has a number of characteristics that impede its ability to
function as a good counté&ctual for CDC. First, despite its base in Washington D.C., it
has asignificant network of offices throughout the emerging world. Second, IFC itself
invests extensively through funda addition to providing deb©Only in 2009 did it

create its thireparty direct investment and lending operation, IFC Asset Management

Commny (IFCAMC)®Third, I FC is vastly | argher than

2009vintagelFC Capitalization Fundhad $3 billion under managemteAs of 2012,

IFC had 3,400 employees, compared to 65 for CDC in that sam&"yeaally, IFC is a
donorfunded organization. As such, it will occasionally create programs that reflect
donorconcerns, whicltmay di f f er f r o mpo@eiy@liewation ihue f go al
IFC was both too similar, in its use of funds investment, and too different, in it®osize
the-groundpresenceand donoifunded structure, to be a good cousfetual.In

addition, most other DFIs also pursue funds strateg@saplicating our search for a
counterfactual

Because there was no single clearly comparaifganizatiorto use as a comparison, we
createda synthetimamalgamWe foundinformation onseveralirect investors that
focused on a multitude of emerging markets, rather than cesppéwgific funds over
portions of the 2002012 period of interest. Our variabledmterest were dollars
invested numbes of companies, and employe&¥e averaged these results to create a
fictional comparison firm doing direct investment in these regions.

We then had to make some assumgiabout the performance of CDitad it adofed a
strategy ofdirect invesinent These are described below:

1 CDC had the same number of employees and invekedame amount of money
per yeams it did in reality

1 The“amount investeger yeat equaled the drawdowns thaDC provided to its
funds.

1 ThedirectinvestingCDC investedn the same number of companies each year as

C

o

had thefund managersThus,if CDC’ s f und managers invested

in 2007, we assume that the dirgotesting CDC invested in the same number of
companies in the sae year.

0 http://www.ifcamc.org/

“1IFC 2014 Annual Reporhttp://www.ifc.org/wps/wem/connect/CORP_EXT_Content/IERternal
Corporate SiteAnnual+Report/2014_Online_Report/FinancialHighlights/
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With this information, we calculated simple ratios showioegy manymillions of dollars
wereinvested per comparandperemployee andthe number of companies invested
per employeé'™

Below, we explore the results of this analysis.
Results

Figurel shows the differences in the total invested company count for CDC and the

average of its comparison group of egieg market fund managersDC’ s i nvest ment
pace is substantially larger than that of its comparison granfact, betweesix and15

times the number of companies as the direct investors.

Figure 1: Total companieseceivinginvesmentper year
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Wi t h Q@ablargesinvestment numbers, it is not surprising that it was investing more
capital than its comparison groap shown irFigure2. Direct investors must source and
diligence their deals, and then negotiate the terms of the investment. As may be expected,
this process takes substantial amounts of time. Because CDC had multiple fund
managers, each working on their own deals, CDC could effectively invest more capital i
more companies than if it had to source, diligence, and negotiate each deal with its own
small staff. Between 2005 and 2012, CB@hsistently invested more morey

“2\We are aware that in most private equity funds, the number of employees is greater (usually double, for
reasonably sized funds) the total number of investment partners due to the presenceffichastipport

staff. Because we could not reliably spkidik office and investment professional staff in our data, we use
the full employee number.
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sometimes substantially more, as seen in 2008 and 2010 onwarthdleuerage
invested byPE fund managerthat pursued a direct strategy

Figure 2: Total US$million investecperyear
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One must askwhether the comparison group might have had a snvadirkforce to

diligence and manage its investments. We therefore assembled the data on employee
countsFigure3s hows, however, that COis'disectempl oyee ¢
investing comparison group.

Figure 3: Total employee®achyear
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According to the analysis above, then, CDC had fewer employees yet invested more total
capital and in more companies than did PE funds that purstiegcainvestent
strategy over this periodt.is thus infeasible that CDC could function as statahe fund

and still achieve this performance.

Analysis by Company

ToexamineC D C’ s e finfgieatar detajbvganalyzedC D C’ s

perfor mance

more detailed basis. First, we consideredatmeunt of capital investqeercompany,
then the money deployed per employee, and finally the number of companies that each

employeewould havemanaged. These are simple ratios.

Table3-16Table3-16 shows that CD@nvestedesscapitalper company than did its
comparison. Brt of this is undoubtedly a different mix of development stages in the
portfolio companies-especially in 2010, when the comparisatspent almost 20 times

for its average company than did CDC. Yet it also indicates that CDC spread its capital
across aggater number of companies (as showRigurel), thus demonstrating that the
fund-of-funds model allowed CDC to invest in more companies, in pastigih smaller
allocations of capital to each company.

Table3-16: Investment ($Ms)er company

Comparison CDC
2005 $ 7.87 $ 4.66
2006 $ 18.41 $ 5.04
2007 $ 23.49 $ 4.46
2008 $ 21.39 $ 3.40
2009 $ 19.88 $ 4.46
2010 $ 67.72 $ 3.49
2011 $ 33.69 $ 3.17
2012 $ 24.04 $ 4.11

While CDC invested less per company thanithidcomparison oaveragewe must
consider the number of employees available to make the investfientActis was set
up, CDC lost its international network artd staff number droppefilom close to 20@o

25.

Figure3 shows thathe direct investing firms, on averadmd employee counts many
t i mes EybDdhyg sinds investingCDC invested more moneyand in far more
companies- per employee than ditie comparison group, as shoimrirable3-17. In
eachyear,a singleemployee in the comparisoregresponsible for less than 1/16f a
company, or, put another wawyore than 10 employees were involved in each
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invest ment. CDC’s employees, on the other ha
two and six companies each.

Table3-17: Companiesnvested irper employee

Comparison CDC
2005 0.041 2
2006 0.061 3
2007 0.077 6
2008 0.063 6
2009 0.024 3
2010 0.038 4
2011 0.024 4
2012 0.032 2

Again, such a discrepancy emphasize<ffieiency of funds investigvis-a-vis direct
invesing, because iallows for more companies to be reached and more capital to be
deployedwith fewer employees

Analysis by country

The second part ofthe questra s whet her CDC’s funds strateg
organizatiorto invest in ébroader range of companiggmnwould have beepossible

usinga directapproackJsi ng t he number of countries as a
we answered this question as follows:

1 We firstsortedC D C tosnpany levetata by investment date, itentify the
number of companies that reeed investment in each year.
1 Wenextnoted the number of discrete countries that iedteled® Locati ons f or
Operations” for the investee companies in
1 We then summed the number of countries. Some compafeager than five
annually—noted thatheir operations spanned a region. A region was counted as
one country, to reflect the possibility that the g@amy mightoperate ira country
that was not recorded elsewhere. Several occurrences of the same region (that is,
three @currences of Africa Region), however, would only be counted as a single
occurrence of another country to reduce dowblenting. Many countries, most
especially India and China, were home to multiple investee companies, but each
countrywas countedasoacr r i ng only once. For exampl e,
funds invested in nine companies in China and eight in India, the number of
countrieswould only be counted awo, one distincobccurrencef each.

Table3-18 shows the results of this assessment.
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Table3-18: CDC'scountries ofinvestment peyear

Year 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011

Countries 3] 22 27 40 44 35 37 38

The year 2004 understandably shows relatively few countries because CDC was just
starting its fund of funds program. As the stable of funds became larger, the number of
companies accessed grew correspondingly and re@sheelght in 2008.

Finding a comparison in this case is also challenditemy emerging market fund
managers focus on one region or country to reap maximum benefit from their local
networks. An Indiaocused fund will by definition, invest in a single country. An
Africa-regional fund such as Helios BmergingCapitalPartners ECP) will invest in

more countries bunaydo fewer deals per year due to personnel constraints. Preqin
reports that Hel i os’ 2i6at dunfriesowkr the fuisdsfee nvest ed
to datePerhaps a better comparisacgcording to Preqins ECP, a U.Sbased pan

African fund managexyhich hasinvested in 25 aantriessince its first fund, a 1997

vintage CDC exceeded that performareeery yeamafter 2005, ashown inTable3-18.
These differences are substantial enough to conclude that CDC definitely invested in a
larger number of countrighrough its funds business than had it relied upon direct
investment.

Summary

Clearly, the funds model offered CDC broader reach into companies and countries than

would a direct investment approadturthermore, it was more efficient in terms of
personnel, a critical concern given CDC’s sh
investments reached roughly one country per employee per year, very different from the
performancef even the widest rangingrdct investor we considered, whicdkache®5

countriesover 17 years

3.2.5 Objective 3: To Build Capacity for Investing, DI and ESG by
Supporting Local and Regional HandsOn PE managers

To evaluateC D C effectiveness in supportirigcal and regiondPE mangers to build

their capacity for investingnd creating development impact (DMe consider firstime

fund managers, which gived D C gesgraphieareoften a neessary firststep to

building the broader markeT.o have a broader understanding on thduian of

successive fundsye wanted toiew a larger time frambecause the life span of a fund

can last abouttenyears Ther ef ore, we exami rsedmedid€’ s par t |
managers from992to 2013.
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In our following analysis of the perfoance of firsttime fund managers relative to ron
first-time managers, however, wdum to the 20042012 time frameTo maintain
consistency with the earlier firime funds analysis in Section 3.2, Wdow the
discussion of successive fund investntbat spans the longer period with more detailed
analysis over the 2062012 timeframeAdditionally, ESG capacity building is covered

in Section5.3with anecdotal evidence from three case studies.

Building the Capacity of First-Time Fund Managers

In interviews,CDC staffsaidone oft h e impjor athievementsasbuilding the
capacity of firsttime fund managergirsttime fund managersould increase the
financing options within its countries of interest. As fund managers increased their
abilities and thus their returns, their ability to mobilize thpatty funds would rise.
Furthermorepn-the-groundfund managers woulde wellplaced o creat better deal
flow.

To explore the degree to which CCtuallyincreased the capacity of its fhtsine fund
managers, we extended the analysis done earlier in the report, where we considered the
firm level economigerformancef the portfolio conpanies in which firstime fund

managers invested. We determined that in many cases, more exgbfignncmanagers

had more consistent returtisn theirmore novice counterpartsowever, firsttime fund
managersended to havenore extreme resultwith IRRs that were usually much lower

or much higher than that of ndinst-time fund managersn this section, we explore the
characteristicef these two sets of fund managers, seeking to identify patfem

CDC’s i nvestment history.

First, we must miee some notes on the data and assumptions employed. The data came
directly fr o sapanGibg®R $o 2013zandandickdsdwhich funds were

raised by firsttime teamsWe start with the 1992 date to account for the vintage year of
the first fund ivestment that CDC mad&hana Venture Capital Fund LtdVe took

CDC’ s a s s eedirstrirmenstatusaaf face Value. Similarly, CDC invested in a
number of funds managed by Actis and Aureos, some of which were classified-as first
time managers. We diabt presume to secofgliess these classifications and we

included these funds in the analysis.

Secondly, in exploring whether CDC had invested in a subsequent fund managed by a
first-time fund managem most instancesye looked for the same fund namvéh a
subsequent fund number. Thus, if CDC had invested intfiistme f und manager ' s
and then invested in a later fund with the same name and a later number, identified as a
nonirst-time fund manager, we noted it as a subsequent investimeme instance,

CDC skipped the second fund, but committed capittiie third fund. This situation was
counted as a backing a successive fund. Finallg fewinstances, firstime managers
created a successive fund without a subsequent fund nuvhbezthe name of the fund
changed slightly, often with a different geographic focus. For example, Grofin raised
Grofin East Africa Fund in 2006, and then Grofin Africa Fund in 2008. Cases like these
were considered asvestment intwo first-time fund manager&Ve did not investigate
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whether the fund manager had changed the name of its fund, created a new team, or spun
out members of the existing team into a new fund.

Betweenl1992and 2013, CDC invested {82 separate funds. Of these, 56% (jhoere
first-time fund managers; 44% (3Were managers with ndirst-time funds.Over the
shorter 2004012 period, CDC invested in 123 funds, practically evenly split between
first-time () and noHfirst-time (61) managersThis dataset differs from the 136 funds

in which CDC had invested by 20F2because 13 had not yet made an investment or had
not yet reported on itlalf of these (62, or 50.4%yeremanaged byirst-time teams61
(49.6%) were managed by ndéirst-time teams.

We further analyze the resuti§these mre recent fund investmertiglow.
Results

In the followingsection we examine data from 2004 to 2012 by years, region, fund
capital size, and IRR performant¢@oking at its fund manager choices over tiGeC
initially invested in a large percentagefio$t-time fund managers, as showrFigure4.
In 2004, all of its fund managers were fitshe. Over time, the ratio varied betwees¥2
(2005) andb2% (2007)first-time teams

Figure 4: First-time and norfirst-time fund investments by year
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A subsequent question can be tbegltion of these fund managersFigure5, we show
the fund managers by regioWith 41 fundsAfrica had the largest number of funas

3 CDC Annual Repdr 2012.
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well as firsttime and noffirst-time managersSouthAsia, with 32 funds, had the
seconéhighest number of funds, of which3% of which were firstime managers.

Figure 5: First-time and norfirst-time fund managers by region
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Firsttime fund managertencdedto raise smaller fund$ian their more experienced
colleaguedlid. This is not surprising, given the difficulty in raising a fitshe fund even

in developed markets. Preqgieportecthat of the funds that closed globally in 2013 and
2014, only 7% in each year were fitshe funds®* Figure6 showsthab 6 of CDC’ s
first-time fund managers (96) raised funds under $500 million, while 46 of the more
experienced managerss@p) raised funds of that size. Eight nfirst-time fund

managers raised funds between $500 million and $700 million, while twatifirstand

three norfirst-time managers raised more than $1 billion.

“4 Preqin,2014 Global PE Repoft.ondon: Preqin, 2014), and Preq@@15 Global PE and VC Report
(London: Preqin, 2015).
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Figure 6: Fund size for firstime and noffirst time fund managelis $USD millions
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The next question involves performance. Here, we are limitedebgature of the

calculation becauséRRstendtoover al ue gains or | osses achiev
life. In addition, some IRRs include unrealized values for portfolio companies, wduich

change dramatically as the company eval¥es a result, these data should be viewed as

directional rather than absolute indicators.

As shown inFigure7, nonHirsttime fund managers tended to have higher IRRs than did
first-time fund managers$n the 0%- 10% band, the number of firitne and norfirst-

time managerwas fairlyeven. However, as the IRR band gets higher, the number of
nonfirst-time managers edgout the number of firdstme managers. In thd0%- 0%

IRR band first-time managex account for 61% of funds. This performance, as noted
earlier, may reflect lack of experience but may also indicate that their typical fund size
may have excluded themom promising if expensive deals.

Research by Josh Lerrend colleagues hahown that the performance of PE firms
tends to rise with later funds. Additionapme poor performance from funds may lie in
their larger fund sizes. #the teams become maeperiencediheir returnsncrease

only when fund size does not grow substanti@lpramatic growth in fund size creates a

“ Lerner, Leamonand Hardymonyenture Capital, Private Equity, and the Financing of
Entrepreneurship(NY, NY: J. Wiley, 2012): Chapter 12.
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number ofchallengedor the fund manager, among them the issue of managing more
companies or recruiting additional partners amdpbssibility of moving into larger deals
that put diferent demands on the investment professionals

Figure 7. IRRs of firsttime and noffirst-time fund managers
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We realize that CDC has set goals regarding the mobilization of third party capisal.

combined with the excitement of a funthnager who can raise a larger subsequent fund,

may create a situation that encouragesonashagers to expand beyond their
infrastructure’s ability to support strong pe
this observation should be taken as a possibility rather than a strong statement of cause

and effect, but CDC may wish to keep it in mind.

C D C ®aticipation in Succesor Funds

Part of CDC's efforts to create the capacity
number of firsttime fund managers that raised successor funds. In this analysis, we
explored CDC’s investment ttmefinttreandgat er f unds
between 1992 and 2013.

Of CDC’ sActS dnd mopAareos firsttime fund managers, 31 (57.4%) raised a
subsequent fund. Of these, CDC invested in the successor funds of 13 managers: African
Capital Alliance, African Lion, Ambit Pragma Ventures, AviGapital Partners,

Development Partners International, Equator Capital Partners, European Financing
Partners, Grofin, Helios Investment Partners, IDFC Project Equity, India Value Fund
Investors, Kendall Couraind Lok Capital.
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CDC did not invest in suceeor funds raised by 18 of its fititne managersightof

which were outside Africa and South Asiagionsthabe came CDC’' s f ocus
These successor funds ranged from $7 million to $1.35 billion in size, with an average
size of 850.2million. The fund manager that created the largest successor fund was
FountainVest Partners, which closed its second fund in 20%3.35 billion

There were 19 funds (35.2%) that had not raised a successor fund by the end of 2013.

Ten of these had a vintage y@i2010 or later, so the fundanagemight raiseanother

vehiclein the future The remainingninefundshadvintage years between 2005 and 2009
andmay have delayed their fundising (indeed, we are aware tsatverahave raised

successor fundsince2013), been merged with other funds, or otherwise avoided our

screen. In some cases, departing team members of funds may have gone on to set up their
own funds. There wergsofund managers whose track record from their fiurad did

not warrant a success

Finally, four fund managers (7.4%) created new funds, but did not meet the guidélines
this study to be classified assuccessor funiVe reiterate thaa fund manager may have
created a new funglist not asuccessofund, according to the criteai These four fund
managersvere placed in their own categpbecause they raidadditionalfunds with

such a change in strategy that they could not be considecedssor fund® those in

which CDC had originally invest

Figure8 below shows the distribution of the various categories in graphical form.

Figure8: Succesor funds r ai-tmeétundbomanagel®@ Co6s f i r st
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3.3 Case Studies

TofurtherexamineC DC’ s a c h iite missioneandtrelatedbjectives, we

undertookfiourc as e st udi es o&ndand eommpanygvel miestmaets.i on’ s f
Thesecases can be found 8ection5.4. Eachdescribs a specific instance of CDCs

involvement with a firstime or recently establisddocal PE fund management team and
illustratesv ar i ous aspects of @pdves efforts to meet

We chose the funds based on several criteri a
current geographies, Africa and South Asia, and we sought a range of results and CDC

impacts. In addition, the fund managers needed to be amenable to sifarmgtion

about their experiences working with CDC. After significant discussion, we selected the

following threefundsanda company case study

1 African Capital Alliance (ACA), Capital Alliance Private Equity (CAPE) I,
Nigeria: ACA, the first indigenas Nigeria PE fund, started raising its CAPE |

fund in 1998. CDC participated in the fun
partner establish its organization and st
investments in the telecommunications seattd CDC s s uppo-tinte t o a fir
fund managerACAhas now become the | eading domes:

largest economy.

1 Africl nvest, Maghreb Private Equity Fund Il (MPEF), North Africa:
Founded in 1994 as Tuninvest, Africinvest raised a number of fundgimyes
North Africa and across the continent. CDC invested in the 2010 second close of
Af r i c | MPERISADC kelped Africinvest adopt more rigorous ESG
practices, and the case demonstrates CDC’
another DFI, FND, also played a leading role.

1 Caspian Impact Investment Advisa, India Financial Inclusion Fund (IFIF) :
CDC’ s parti ci pviatage miarofinance furtd playedz @ridical role
in its successful fundaising. In addition, CDC provided importaagsistance as
the fund weathered a difficult regulatory situation.

1 Celtel, investment of Actis, Africa Fund I, SubSaharan Africa: Celtel a par
SubSaharan Africa cell phone service provider, was acquired by the Kuwait
Telephone Company (MTC) for $28lion in 2005. This transaction represented

Kuwait’s first i nvest ment in Africa. CDC/
pl ayed a pivot al role i n the company’ s ev
Saharan Africa’'s t el eclhentramgactiorc at i ons | nfr a

demonstrated that private equity investment could create a-aladd company
in Africa and that it could exit with impressive returns.

't i s impossi bl e t o c apitfourshorticaseNeventheldss, r ange o
we belevethesecases dprovide some valuable, if largely situatispecific and
inherently qualitative, insights of how CDC achieved its objectives in these examples.

Below, we summarizéhreethemes we found in thesases
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1. Responsible regulatory oversightreates opportunities while lax, chaotic, or

unpredictable regulatory environments imperil opportunitdENN, the marquee

success of ACA’s CAPE | fund, 4dHFamtyg wi th t he
mid-point, together provide an object lessornthe power of the state to create or destroy

investment opportunities.

As the Government of Nigeria began moving toward the deregulation of the formerly
statedominated telecommunications sector, the Nigerian Communications Commission
(NCC), the regulmry oversight body, successfully created a transparent auction process
for spectrum licenses that conformed to best practices. The result was a level playing
field in which wellcapitalized firms were able to purchase valuable licenses and compete
on themerits of their business plans. By contrast, the largely unregulated Indian
microfinance secterand the stunning pace of unconstrained grewghave rise to the

Andhra Pradesh Crisis, a public backlash against the entire industry, and the failure of
severalffirms.

2. Early participation enhancesC D C &atalytic Effect and Value Add:CDC "’ s

decision to participate earlyand as the first DF-in CAPE | and IFIF generated

powerful catalytic effects, helped the GPs in question meet their fundraising goals, and

enab ed CDC to make -inktaoi hgéohtr fguobuods to bo
company ESG practices. By contrast, CDC’ s pa
diminished its potential catalytic effect. To be sure, participatingafirst close ofa

fund—especially one managed by a fitshe tearr—is riskier, as one lacks the

validation of investments by other informed institutions. While CDC cannot expect to

play a leading role in all of its funds, acknowledging and accepting theseoffade|s

to set expectations.

3. Funds with sector strategiesconsidered to be highly developmental cabe risky: -

IFIF, which focused on financiahclusion, suffered from the Andhra Pradesh crisis,

which impacted the microfinance sector across India and diiegtlacted the IFIF

portfolio. Subsequently, however, surviving microfinance companies have improved their
financial and social performance (via the SMART principles)

In summary CDChas played an important role for each of these furatsd for the

othersit has backedACA has grown to be the peminent domestic Nigerian PE fund.
Africlnvest plays an i mportant part in the A
policies. As one of | FIF s anchor investors,
weathe t he mi cr of i nTaenQGelel invastthensptayed dan smpartant rele

in creating a demonstration effect to CEOs, limited partners, and fund managers in

proving that implementing worldlass governance and serving bottofsthe-pyramid

consumes could generate significant financialretu@D C’ s knowl edge of f ur
investing and its existing networks in the space position the organization to build on its

expertise and continue to play an important role as a limited partner in emerging and

frontier market funds.
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Section 4. Conclusion

In conclusionjet us revisitthani ssi on and obj ect i-20B2dundsn whi
investment strategy was bas€dD C 6 s  mfiwassbasedon a theory of change in

emerging markets, wherefipancial returns would generate turnover, EBITDA,

taxes and employment, leading to private sector development and broadly shared
prosperity.

A fund-of-funds investment strategy was adopted to pursue this mission, and three
objectivespursued

Objective 1. To attractthird-party commercial capital to emerging markets

Objective 2. To providecapital to a broader range of businesses, including those that
are harder to access

Objective 3. To build @pacity for investing, DI and ESG by supporting local and
regional handen PE managers

After t hi s analysis, we must conclude that
organization met its KPIs for allocation by income and geographies during this period.
Overall, its cumulative annualized return of 14% between 2004 and 2012 exceeded its
benchmark MSCI Emerging Market Index by 4 percentage points, or 40%. By individual
year, CDC exceeded its benchmark between 2004 and 2008 and in 2011. The
underperformance in the | ater years is 1|
andthedivergnce of the organization’s metrics
returns) from the public market performance reflected in the MSCI Emerging Markets
Index.

Il n terms of devel opment al I mpact, CDC’ s r
truncateddataset. Even so, CBRacked funds supported companies as they created more
than 345,00@irectjobs, increased revenues by $41.6 billion, EBITDA by $4.8 billion,

and taxed paid by $2.1 billion rise in the poor and poorest countries of the world.

In termsof its objectives, we can also conclude that CDC performed well, as discussed
below:

Objective 1. To attract thirdparty commercial capital to emerging markets

CDC met the objective for mobilizing capital both in the 2Q@008 period, when
it was expected to match its own capital commitments, and between 2009 and

“®cbc's articulation of -2 periochi{ses GOC Amual Repoitsefod exacy e r  t h
wording),but variations oftie missioraimed to increaseirnover EBITDA, taxes and employment
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2012, when it was expected to mobilize 200% of its committed capital on a
rolling threeyearbasis.

We wereasked to assess the algorithm that Gid@ DfID had agreetb

calculate its thirepart fundsmobilization namely, full credit for third party funds

mobilized in the original fund in which CDgarticipateda 25% reduction for

third party capitaln t he next fund; 50% for second f
participation; and 75% reduction for the third and subsequent funds. These

figures were computed on a thrgear rolling average basis. While we find it

reasonable on th&hole, wewould suggest thatreditfor the third, fourth, and

later funds might be ovestated. CDC would have played amdoubted role in

early funds and its backing in a second and even a third fund sends an important
message of support to potential LPs.ths fund manageregksbadking from

classic institutionainvestorshoweverCDC’ s i mpact may become n
Commercial LPs often view the presence of DFIs in private equity funds with

misgivings due to fears of conflicting goals that might lead the fund manager to
suboptimizethef und’ s f i n@Quartmealt he sfudnd .manager ' s
performance will be far more important in attracting capital than would the initial

role played by CDCMoreover this algorithnclassed althird party capital-

bothpublic (other DFIs) and privatector money investedas funds mobilized

From 2014 tk calculatiorchanged an@€DC now tracks the amount of

investment by private sector investors gmeiycluding other DFIsThe new

metriccompareC D C’ s mwegimenhtathe privatehird partycapital

mobilized*’

Objective 2. To providecapital to a broader range of businesses, including those that
are harder to access

While it is impossible to create an alternate universe in which CDC did not pursue
itsfundof-f unds strategy, we manceaganstthatofan ew CDC
average of wellegarded emerging market private equity fund managers with

global funds. Through its funds strategy, CDC invested more money in more

companies and with fewer staff than did its comparison. It also reached a far wide

span of countries-as many as 44 in one yeacompared to other global

emerging market investors, which had invested in 25 overy@dOtime frame.

Objective 3. To build @pacity for investing, Dland ESG by supporting local and
regional hand®n PE managers

CDCclearly succeeded in finding and supporting finste fund managers. Over
the 192 to 2013 period, firstime managers made up2(56%) of its fund
investments, while over the shorter 2a8R1.2 timeframe, they represented just

47 CDC Annual Review2014, p.58.
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over50% of the total. Othe 1@ first-time managers, fully 35% have raised
additional fundsand anothel9 (19%) are new enough that they may not have
started fundraising.

Of 54 nonActis and norAureos firsttime fund managers backed by CDC, 31
(57.4%)went on toraise successor funtdy our 2013cut-off, with CDC backing

13 (42%)of them Of the 18successofundsthatwere raisedwi hout CDC’ s
participation,e ght targeted geographies that were
time of fund-raising A further 19 firsttime fund managersad not raised

successor funds by era)13 Of these, 10 were recent enough (with a vintage

year of 2010 or later) thétis unlikely they would have returned to the market.

The other nine funds dated from 2005 through 2088d seveal haveraised

additional funds afteour 2013cut-off. Finally, agroup of four fund managers

raisal additional fundghat we did not consider to lorect successors of the

funds in which CDQriginally invested.

CDC’ s presence itime fimmncatalyadd theirlclessng,  f
underscoring the organization’s r
its ESG principles, transmitted throughtig®lkits and training programs,
educated the managers of funds and through them, companiesmAsstrated
in the Celtel case, companies with bpsdctice ESG strategies could achieve
bestpractice results.

One noteworthy gap in this analysis is the lack cbanterfactual ocomparison seb
suggest whatvould have happened in the absence o€CCDs i nvest ment . Thus,
suggest that CDC considemploying experimental or quaskperimentatechniquesn
future evaluation&® There has been much debate about the applicability of such
techniques to private equity investidge to the difficultie®f randomizing investments
One possibility, however, would be that CDC might collaborate with other DBE.
reviewsmany investment opportunities to invesiéfiican and South Asian funds
While CDC might not pursueertainopportunities other groups might participate in
these offeringslt may be possible ttvack the performance t¢iie most promising
opportunities thatlid notr e c ei v e C Db§ toBabopatng Wwittthese
organizationsSuch arapproactwould require that the progmbeset up ahead of time
to generate such information.

Overall, however, CDC underwent a substantial metamorphesigeen 2004 and 2012
learned a new skitjuickly, and deployed it successfullyhis evaluation broadly
demonstratethe value of fundnvestingas an effective tooh C D C’ s -missioe of
generating wealth, broadly shared, in emerging markets. The use of funds led to
substantiajob creation, whileincreagng firm financial performancean acosteffective
and timeefficient manner It also helped build thdomestidax baselocal investment

8 See Jaffe (2002) for a discussion of such techniques.
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capacity,and adoption of ES@ over 40 countriesVe have identified the value of this

approach and hope that CDC will continue to employ it as it intestshieve its new

missiont o “ mastingdifferencet o peopl e’ s |l ives in some of
pl aédes.”

49 CDC Annual Review2012 frontispiece.
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Section 5. Appendices

5.1 Appendix: Detailed Results of First -Time Fund

Managers
In Appendix5.1, we explore in detail the results of fhtstnhe fund managers with respect
to employmenthange, revenue, EBITDA, and taxes.

By region

We examined the job creation of companies with-tiree managers with respect to
region.Table5-1showsthefullres ul t s. The “Difference? col
time column minus the nefirst-time column. Therefore, a positive number indicates that
companies with a firsime fund manager created malieectjobs, whereas a negative

number indicates thabmpanies with a nafirst-time fund manager created malieect

jobs.

umn

Table5-1: Total and average change thirectemployment of firstime fundmanagers by
region.

Percentage

Total byRegion Non-First of Global
Group First Time Time Total Difference| Total
Africa 18,234 22,267 40,501 -4,034 11.7%
China 57,490 67,749 | 125,238 | -10,259 36.3%
Rest of World 24,510 37,462 61,972 | -12,952 18.0%
South Asia 36,172 81,174 | 117,345 | -45,002 34.0%
Total 136,404 208,652 | 345,056

Bold > 50,000
Average by Non-First
Region Group | FirstTime Time Total Difference
Africa 201 144 165 57
China 1,036 507 663 528
Rest of World 246 434 333 -187
South Asia 247 532 392 -285
Average 348 396 375

Bold = Greater thanrespective total average.

Every region had a negative difference for total changkr@ctemployment, meaning
that companies with nefirst-time fund managers created mdieectjobs. In South
Asia, companies with nefirst-time managerdirectly createl 45,002 more jobs
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(285/company) than companies of fitshe managers. IRest ofthe World, the
difference was 12,952 jobs (187/company).

In Ching companies with nafirst-time fund managemirectly created 1259 more
jobs. However, on a peompanybasis, Chinese companmgh first-time fundscreated
528moredirectjobs per company on average than those offitetatime fund managers.
In Africa, companies with nefirst-time managers created 4,034 mdrectjobs than

did those witHirst-time managers. On directjobspercompany basis, African
companies with firstime managers created 57 more jobs than did those witfinson

time fund managers.

By industry

Table5-2 presents the results of our analysiglioéctjob creatiorby first-time fund

managers by industry.

Table5-2: Total and average change direct jobs;first-timefundmanagers by industry.

Total by Non-First- Percentage
Industry Group FirstTime Time Total | Difference| of Total
Agribusiness & Food 12,565 15,725 28,289 -3,160 8.2%
Consumer Services 51,367 51,265 102,632 102 29.7%
Education 11,751 18,165 29,915 -6,414 8.7%
Extractive industries 4,738 18,390 23,128 | -13,651 6.7%
Financials 30,827 41,722 72,549 -10,895 21.0%
Health care 204 12,839 13,043 | -12,635 3.8%
Industrials 14,158 8,759 22,917 5,399 6.6%
Information &
communicationsechnology 2,444 19,425 21,869 | -16,981 6.3%
Infrastructure 7,348 19,384 26,731 | -12,036 7.7%
Real Estate 1,004 2,979 3,983 -1,975 1.2%
Total 136,404 208,652 | 345,056

Bold > 50,000
Average by Non-First-
Industry Group FirstTime  Time Average | Difference
Agribusiness & Food 375 398 388 -23
Consumer Services 815 801 808 14
Education 3,357 1,912 2,301 1,445
Extractive industries 200 362 310 -162
Financials 349 608 462 -259
Health care 10 258 186 -248
Industrials 201 75 123 125
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Average by Non-First-

Industry Group FirstTime  Time Average | Difference
Information & communications tech 81 324 243 -242
Infrastructure 159 495 313 -336
Real Estate 77 103 95 -25
Average 348 396 375

Bold = Greater than respective total average.

There were only two industries, Industrials and Consumer services, where companies of
first-time fund managers created more taiatctjobs than did those of nefirst-time
fund managers. Industrial comupies managed by firsime fund managercreated 399
moredirectjobs (125 jobs/compangpmpared to companies with rérst time fund
managers. Companies in Consumer Serwa#sfirst-time fund managers created 102
moredirectjobs(14/company). However on a peompany basighe Education sector
created morelirectjobs percompany with firsttime fund managers, even though
although companies of ndirst-time managers created malieectjobsin total

On the other handk the Financials, Healthcare, Information & Communications
Technology, andnfrastructure sectorslirectjob creation per company by companies
with nonirst-time fund managers exceeded thasgh first-time fund managers by more

than200 jobs

Regional impact on firm financial performance

In this section, we examine tleffect of firsttime fund managers on revenue, EBITDA,

and taxesTable5-3 shows the e s u |

its fund

t s
nrencealeyel by segione x p e

of

a

Table5-3: Total and average change in firm economic performdoceompanies of
first-time fund managers by region in $USD milkon

f i r mvithsrespecttoa nc i al

Total Revenue EBITDA Taxes Paid
First Non-First First Non-First First  Non-First

Region Group| Time Time Diff. Time Time Diff. Time Time Diff.
Africa 247.6 4,986.5 | -4,738.9| -414.5 1,8133 -2,226.8| 128.5 500.9 -3724
China 6,001.8 12,8020 | -6,800.2| 3850 1,206.7 -821.6 | 494.7 2601 234.6
Rest of World | 2,3563 6,225.9 | -3,869.7| 736.8 -14.7 7514 177.8 3134 -135.6
South Asia 2,8452 6,1812 -3,3360 | 603.6 514.4 86.1 35.8 211.8 -176.0
Total 11,450.9 30,195.6 1,311.9 3,522.8 836.8 1,2862

Significant at the 5% lev®@  Bold > 1,000

0 please refer t8ection 5.1: AppendiXAppendix: Tests of Significance~ANOVA for full details.

69




Pager0

Total Total Percentagef Total

Revenue EBITDA Taxes Revenue  EBITDA Taxes
Region Group Chag. Chg. Chag. Chg. Chg. Chg.
Africa 5,2341 1,399.8 6294 12.6% 29.0% 29.6%
China 18,803.8 1,591.7 754.7 45.2% 32.9% 35.5%
Rest of World |  8,5822 7221 4912 20.6% 14.9% 23.1%
South Asia 9,0264 1,1210 247.6 21.7% 23.2% 11.7%
Total 41,6465 4,834.6 2,1230

Bold > 1,000

Average Revenue EBITDA Taxes Paid

First Non-First First Non-First First  Non-First
Region Group| Time Time Diff. Time Time Diff. Time Time Diff.
Africa 2.7 32.3 -29.6 -4.6 11.7 -16.3 14 3.2 -1.8
China 108.1 95.9 12.2 6.9 9.0 2.1 8.9 1.9 7.0
Rest of World 23.7 72.0 -48.4 7.4 -0.2 7.6 1.8 3.6 -1.8
South Asia 19.4 40.5 -21.1 4.1 3.4 0.7 0.2 1.4 -1.1
Average 29.2 57.3 3.3 6.7 2.1 2.4

Bold = Greater than respective average.

Average Overall

Revenue EBITDA Taxes
Region Group Chg. Chag. Chg.
Africa 21.4 5.7 2.6
China 99.5 8.4 4.0
Rest of World 46.1 3.9 2.6
South Asia 30.2 3.7 0.8
Average 45.3 5.3 2.3

Bold = Greaterthan respective average.

For total revenue, in all four regions, companiéh nonfirst-time fund managers
performed better. For total EBITDA, companies of fiiste fund managers iflRest of
theWorld and South Asia performed better, whereas those ofirsistime fund

managers in Africa and China performed better. In total taxes paid, companies of first
time fund managers in China performed better, whereas those dirsttime fund
managers perfaned better in AfricaRest ofthe World and South Asia.

In all four regions, companies of ndinst-time fund managers generated more total
revenue thaxlid those of firsttime fund managers. African companies with 1fiost-

time fund managers generat&d.7 billion more in total revenue ($29.6 million/company)
than thae of firsttime fund manager£hinese companies nonirst-time funds
generated $6.8 billion more in total revencempanies in th&est of Worldwith nor
first-time fund managers gematedan additionats3.9 billion ($48.4 million/company)

and South Asian companigsnortirst-time fundsgenerated $3.3 billion more total
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revenue (81.1 million/company). On a p@ompany basis, the only region where
companies managed by fhtsine furd managers generated higher average revenue was
China ($12.2 million/company).

In EBITDA, African and Chinese companies with Aost-time fund managers had
higher EBITDA both in total and on aexage, whereas South Asian aresRof theWorld
companies vth first-time fund managersald higher total and average ERIA.

Companies with noffirst-time fund managers in Africa generated $2.2 billion more in
total EBITDA ($16.3 million/company). In China, companies of ffiest-time fund
managers generated $82 million ($2.1 million/company) more EBITDA totalthan

did those in the portfolios of firgtme fund managers. Companies with fitiste fund
managers in Rest of thedNd generated $751.4 million more ($7.6 million/company),
and companies in South i&swith firsttime fund managers generated $86.1 million more
($0.7 million/company).

In terms of the amount of taxes paid, companies withfimstatime fund managers in
Africa, Rest ofthe World, and South Asia paid more total and average taxes, whereas
Chinese companies with firiine managers paid more in total and average taxes. In
Africa, companies with nafirst-time fund managers paid $372.4 million more total
taxes ($1.8 million/company) than those of fiishe managers. Companies with ron
first-time fund managers iflRest ofthe World paid $135.6 million more in total taxes
($1.8 million/company), and in South Asia, companies offirstrtime managers paid
$176.0 million more ($1.1 million/company). China was the only region where
companies withirst-time fund managers paid more in total taxes than those with non
first-time managers ($234.6 million more total taxes, $7.0 million/company).

Firm economic performance by industry

Another lens through which to view the performance of-fimme furd managerssi

industry. When the data were analyzsdndustry, Financials and Infrastructure were the
two sectors where neiirst-time fund managers demonstrated the largest difference in
additional revenue, ahown inTable5-4.
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Table5-4: Total and average change in fireatonomic performance of firime fund managers by industries in $USD millions.

Total Revenue EBITDA Taxes Paid

First Non-First- First  Non-First First Non-First
Industry Group Time Time Diff. Time Time Diff. Time Time Diff.
Agribusiness & Food -98.8 4604.6 | -4,703.4| -162.4 384.7 5471 | -29.9 -4.5 -25.4
Consumer Services 2,758.8 5,623.0 | -2,864.2| 233.3 605.9 -372.5| 152.0 32.0 120.0
Education 188.8 510.5 -321.7 43.6 130.2 -86.6 -1.2 19.5 -20.7
Extractive industries 15174 -3,313.2 | 4,830.6 | 561.6 -1,257.7 | 1,819.3| 111.4 59.0 52.3
Financials 1,212.7 7,544.3 | -6,331.6 | 444.3 999.2 -554.9 | 125.9 343.9 -218.0
Health care 1,354.9 844.6 510.3 -58.7 84.1 -142.7 | 239.8 22.1 217.7
Industrials 3,079.4 3,238.4 -159.0 | 206.9 309.2 -102.2 | 66.3 180.6 -114.4
Information &
communications technology| -901.8 568.5 -1,470.3 | -720.5 252.1 -972.7 | 74.6 380.4 -305.8
Infrastructure 1,622.7 7,567.0 | -5,944.3 | 500.0 1,359.4 -859.3 11.5 196.8 -185.4
Real Estate 716.9 3,008.0 | -2,291.1| 263.6 655.7 -392.1| 86.5 56.4 30.2
Total 11,450.9 30,195.6 1,311.9 3,522.8 836.8 1,286.2

Bold > 1,000
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Total Percentage

Revenue EBITDA Taxes | Revenue EBITDA Taxes
Industry Group Chg. Chg. Chg. Chg. Chg. Chg.
Agribusiness & Food 4,505.8 222.3 -34.4 10.8% 4.6% -1.6%
Consumer Services 8,381.9 839.2 184.0 20.1% 17.4% 8.7%
Education 699.2 173.9 18.3 1.7% 3.6% 0.9%
Extractive industries -1,795.8 -696.1 170.4 -4.3% -14.4%  8.0%
Financials 8,756.9 1,443.6 469.8 21.0% 29.9% 22.1%
Health care 2,199.6 25.4 261.9 5.3% 0.5% 12.3%
Industrials 6,317.7 516.1 246.9 15.2% 10.7% 11.6%
Information &
communications technology| -333.4 -468.4 4549 | -0.8% -9.7%  21.4%
Infrastructure 9,189.7 1,859.4 208.3 22.1% 38.5% 9.8%
Real Estate 3,724.9 919.3 142.9 8.9% 19.0% 6.7%
Total 41,6465 4,8346 2,123.0

Bold > 1,000
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Average Revenue EBITDA Taxes Paid

First  Non-First First  Non-First First  Non-First
Industry Group Time Time Diff. Time Time Diff. Time Time Diff.
Agribusiness & Food -2.9 116.6 -119.5 -4.8 9.7 -14.6 -0.9 -0.1 -0.8
Consumer Services 43.8 87.9 -44.1 3.7 9.5 -5.8 2.4 0.5 1.9
Education 53.9 53.7 0.2 12.5 13.7 -1.2 -0.3 2.1 -2.4
Extractive industries 64.1 -65.2 129.3 23.7 -24.7 48.5 4.7 1.2 3.5
Financials 13.7 109.9 -96.2 5.0 14.6 -9.5 1.4 5.0 -3.6
Health care 67.1 17.0 50.1 -2.9 1.7 -4.6 11.9 0.4 11.4
Industrials 43.7 27.8 15.8 2.9 2.7 0.3 0.9 1.6 -0.6
Information &
communications technology| -30.1 9.5 -39.5 -24.0 4.2 -28.2 2.5 6.3 -3.9
Infrastructure 35.0 193.2 -158.2 | 10.8 34.7 -23.9 0.2 5.0 -4.8
Real Estate 55.1 103.7 -48.6 20.3 22.6 -2.3 6.7 1.9 4.7
Average 29.2 57.3 3.3 6.7 2.1 2.4

Bold = Greater than respective column average.
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Overall
Revenue EBITDA Taxes

Industry Group Chag. Chg. Chg.
Agribusiness & Food 61.7 3.0 -0.5
Consumer Services 66.0 6.6 14
Education 53.8 13.4 1.4
Extractiveindustries -24.1 -9.3 2.3
Financials 55.8 9.2 3.0
Health care 314 0.4 3.7
Industrials 33.8 2.8 1.3
Information &

communications technology| -3.7 -5.2 5.1
Infrastructure 107.5 21.7 2.4
Real Estate 88.7 21.9 3.4
Average 45.3 5.3 2.3

Bold = Greaterthan respective column average.

75

Page75



Pager6

For total revenue, the only two sectors where companies ofifirestfund managers
earned more werexractive Industries and Heatthre.Only in Extractive Industries did
companies of firstime fund managers producmoreEBITDA than those of noffirst-
time managerdn total taxes paid, companies of fitghe fund managers in Consumer
Services Extractive Industries, Healthre, and Real Estate paid mtran those of non
first-time fund managers

Whenthe data were examined by industry and total revenue generated undenérst
fund managers, companies with fitshe managers outperformed those of Hfiest-time
managers in two of the ten industries: Extractive Industries ($4.8 billion more3$129
million/company), and Healtare ($510.3 million more,59.1 million/company). On a
percompany basis, companies of fitshe-fund managers in Education generated $0.2
million/company more than those of réirst-time fund managers. Additionally,
companis of firsttime-fund managers in Industrials generated $15.8 million more. The
industry in which companies of ndinst-time fund managers most outperformed those of
first-time fund managers in total revenue was Infrastructure, with a difference of $5.9
billion ($158.2 million/company).

In terms of EBITDA, companies with firsime fund managers only outperformed those
of nontirst-time fund managers in one sector: Extractive Industries ($1.8 bilih5$
million/company). On a pecompany basidjoth Extactives andndustrialssawfirst-

time fund managersut-performnonfirst-time fund managers. The industry in which
companies of nofirst-time fund managers most outperformed those otfins¢ fund
managers terms of EBITDAwas Information and Commications Technology, with
$972.7 million more in EBITDA ($28.2 million/company).

In terms of taxes paid, companies with fitishe fund managers outperformed those of
nonirst-time fund managers in four industries: Consumer Services ($120.0 million
more,$1.9 million/company), Extractive Industries ($52.3 million more, $3.5
million/company), Health Care ($217.7 million more, $11.4 million/company), and Real
Estate ($30.2 million more, $4.7 million/company). The sector wherdirsttime fund
managers pd most taxes relative to those of fitshe managerwas Information and
Communications Technology sector with $305.8 million ($3.9 million/company).

Firm economic performance by fund IRR

Finally, we examined the firrmconomic performance of companies of firste fund
managers with respect to fund level IRR bands.

76



Pager7

Table5-5 below shows the full results.
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Table5-5: Total and average change in firm economic performance oftiims fund
managers by IRR in $USD millions

Total Revenue EBITDA Taxes Paid
Non- Non Non-

First First First First First First
IRR Time Time Diff. Time Time Diff. Time Time Diff.
-100%- -90% 17.2 0.0 17.2 -0.5 0.0 -0.5 0.0 0.0 0.1
-60%- -50% 4.5 0.0 4.5 0.6 0.0 0.6 -0.1 0.0 -0.1
-40%- -30% 1355 3.2 1323 12.9 -0.5 134 0.3 0.0 0.3
-30%- -20% 703.9 -30.3 734.2 28.3 6.8 21.5 1.2 0.0 12
-20%- -10% 19.7 2294 -209.7 7.2 48.1 -40.9 0.0 223 | -223
-10%- 0% 1,7690 3,466.8 | -1,696.8| 2190 -371.6 | 590.7 | -11.6 355 | -47.0
0%- 10% 3,1343 19,091.8| 15,9605 | 2291 2,5760| 2,346.9| 2850 942.7 | 657.7
10%- 20% 16480 3,9365 | -2,2885| 333 1,1131|1,079.8] 2431 273.5| -305
20%- 30% 1,68.5 7772 9053 6604 1472 | 5133 | 1561 11.0 | 1451
30%- 40% 1246  2,709.7 | -2,5851 | 36.3 0.0 36.3 3.7 0.0 3.7
40%- 50% 2,211.7 0.0 2211.7 | 854 0.0 85.4 1592 0.0 1592
90%- 100% 0.0 9.4 -9.4 0.0 3.8 -3.8 0.0 1.3 -1.3
Total 11,49.9 30,1%.6 1,311.9 3,522.8 836.8 1,2862

Bold > 1,000
Total Percentage

Revenue EBITDA Taxes Revenue EBITDA Taxes
IRR Chg. Chag. Chg. Chag. Chg. Chg.
-100%- -90% 17.2 -0.5 0.0 0.0% 0.0% 0.0%
-60%- -50% 4.5 0.6 -0.1 0.0% 0.0% 0.0%
-40%- -30% 138.6 124 0.3 0.3% 0.3% 0.0%
-30%- -20% 673.7 35.1 1.2 1.6% 0.7% 0.1%
-20%- -10% 2491 55.3 22.3 0.6% 1.1% 1.0%
-10%- 0% 5,23.8 -152.6 23.9 12.6% -3.2% 1.1%
0%- 10% 22,2291 2,8051 1,227.6 53.4% 58.0% 57.8%
10%- 20% 5,5845 1,1464 516.6 13.4% 23.7% 24.3%
20%- 30% 2,459.7 807.6 1671 5.9% 16.7% 7.9%
30%- 40% 2,8343 36.3 3.7 6.8% 0.8% 0.2%
40%- 50% 2,211.7 85.4 1592 5.3% 1.8% 7.5%
90%- 100% 9.4 3.8 1.3 0.0% 0.1% 0.1%
Total 41,6465 4834.6 2,1230

Bold> 1,000
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Per Company Revenue EBITDA Taxes Paid

First  Non-First- First  Non-First First  Non-First
IRR Time Time Diff. Time Time Diff. Time Time Diff.
-100%- -90% 17.2 0.0 17.2 -0.5 0.0 -0.5 0.0 0.0 0.0
-60%- -50% 11 0.0 11 0.1 0.0 0.1 0.0 0.0 0.0
-40%- -30% 16.9 6.3 10.6 1.6 -1.1 2.7 0.0 0.0 0.0
-30%- -20% 234.6 -7.6 242.2 9.4 1.7 7.7 0.4 0.0 0.4
-20%- -10% 5.6 3.7 1.9 2.1 0.8 1.3 0.0 0.4 -0.4
-10%- 0% 19.3 35.1 -15.8 2.4 -3.8 6.2 -0.1 0.4 -0.5
0%- 10% 15.1 86.8 -71.8 11 11.7 -10.6 1.4 4.3 =2.9
10%- 20% 40.2 48.4 -8.3 0.8 13.7 -12.9 59 3.4 2.6
20%- 30% 107.2 29.3 77.8 42.1 5.6 36.5 9.9 0.4 9.5
30%- 40% 33.2 88.8 -55.6 9.7 0.0 9.7 1.0 0.0 1.0
40%- 50% 176.9 0.0 176.9 6.8 0.0 6.8 12.7 0.0 12.7
90%- 100% 0.0 2.7 -2.7 0.0 1.1 -1.1 0.0 0.4 -0.4
Average
Across IRR
Bands 29.2 57.3 3.3 6.7 2.1 2.4 -0.3

Bold = Greater than respective column average.

Overall

Revenue EBITDA  Taxes
IRR Chg. Chg. Chg.
-100%- -90% 17.2 -0.5 0.0
-60%- -50% 1.1 0.1 0.0
-40%- -30% 16.3 15 0.0
-30%- -20% 96.2 5.0 0.2
-20%- -10% 3.8 0.8 0.3
-10%- 0% 27.5 -0.8 0.1
0%- 10% 51.9 6.6 2.9
10%- 20% 45.7 9.4 4.2
20%- 30% 58.3 19.1 4.0
30%- 40% 82.8 1.1 0.1
40%- 50% 176.9 6.8 12.7
90%- 100% 2.7 1.1 0.4
Average
Across IRR
Bands 45.3 53 2.3

Bold = Greater than respective colunaverage.

Overall, the companies of better performing funds, whethertiimg or nonfirst time,
tencedto create great improvement in economic variables. When examining the
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distribution of total revenue, of the twelve IRR bands, companies ofifirstfund
managers outperformed those of ffmat-time managers in six bands. For total EBITDA,
companies of firstime fund managers in seven of the twelve bands outperformed those
of nonirst-time. Finally for total taxes paid, companies of ftigte fund managers
outperformed those of ndfirst-time managers in six bands. Below, we will discuss the
performance in more detail.

With respect to revenuepmpanies of nofirst-time fund managers most outperformed
those of firsttime fund manageiis the bandf IRRs between 0% and 4§ with $16.0
billion more in revenue ($71.8 million/company). The seebast performing IRR band
wasthe 30%- 40% group with $2.6 billion more in revenue ($55.6 million/company).
The IRR band where companies of fitishe fundmanagers most outperformed those of
norfirst-time fund managers was the 40%0% IRR where firstime fund managers
helped to create $2.2 billion ($176.9 million/company).

For EBITDA, the 0% 10% IRR band was also the one where companies ofirsbn

time fund managers that had the highest EBITDA with $2.3 billion greater ($10.6
million/company) than those of firsime-fund managers. The secehdst performing

IRR band for companies of ndinst-time fund managers was the 16%20% band with
$1.1 billion ($12.9 million/company) greater than those of finste fund managers. The
IRR band where companies of fitgihe fund managers most outperformed those of non
first-time was the10%- 0% with $590.7 million ($6.2 million/company) more.

In taxes paid, ampanies of noffirst-time fund managers with IRRs between 0% and

10% most outperformed those of fitshe fund managers with similar performance,
providing $657.7 million ($2.9 million/company) more in taxes paid. The sebestd
performing IRR band wad.0%- 0% where companies of ndimst-time fund managers

paid $47.0 million ($0.5 million/company) more in taxes. The group where companies of
first-time fund managers paid more taxes than those ofirgirtime fund managers was

the 40%- 50% band witl$159.2 million ($12.7 million/company).

5.2 Appendix:Tests of Significance ANOVA

To test whether the differences we observed in our analyses were statistically
significant—that is, due to systematic differences, rather than merely chaneeused
the analys of variance (ANOVA) technique. ANOVA is a statistical test that analyzes
the variation within and across group averayges.

In our tests, the dependent variables were changes in employment, revenue, EBITDA,
and taxes paid. The independent variables weg®n groups, industry groups, fund
level IRR, and firstime fund manager status.

1 R. LymanOtt and Michael T. LongneckeA First Course in Statistical MethodéJnited States:
Thompson Broks/Cole, 2004 331.
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ANOVA splits the independent variables into groups. In some cases, the groups were
inherent (such as region groups, industry groups, andifimetmanager). For the fund
level IRR, which is continuous, we created groups of 10% increments.

Using ANOVA, we then calculate the differences across the means of the various groups
to determine statistical significance. In general, if the differendtén each group vary

less widely and differencexrossgroups are more pronounced, then the overall test will
likely be statistically significant. If, however, the differences within each group have

more variance and differences across groups are smallethieverall test will likely

not be significant and the differences between the groups deemed to be due to chance.

In our analysis, we used both eway ANOVAs and tweway ANOVAs. A oneway

ANOVA examines the impact of one independent variable on thendient variable. For
example, a on&vay ANOVA might calculate the impact of education level on income. A
two-way ANOVA examines the effect of two or more independent variables on the
dependent variable; for instance, the impact of education and genideoore. This
two-factor design allows us to examine the interaction of the two independent variables
on the dependent variable.

We used four onavay ANOVAS: changes in employment with fund level IRR groups,
changes in revenues with IRR groups, chang&®BiiT DA with IRR groups, and changes
in taxes paid with IRR groups. For our other tables (all 16 combinations of changes in
employment, revenue, EBITDA, and taxes, with region and industry, region and first
time fund manager, industry and fitghe fund manager, IRR and firdime fund

manager) we used twway ANOVAs to accommodate for the two independent variables.

Unlike a regression, ANOVA does not elucidate the relationship between the independent
and dependent variables. It simply confirms thaeast two of the groups are unique, but
says nothing about causation. Therefore, a statistically significant result cannot be used as
direction for future investing purposes.

We ran ANOVA tests on all of the results tables for changes in employment, egvenu
EBITDA, and taxes paid. We describe the tables that yielded statistically significant

results bel ow. We have starred the statist
confidence I nterval, fok ok at t henfidetice c onf i
interval.
Table3-9:

When examining the ANOVAs for the changes in employment, the change in
employment by fundRR groups had a statistically significant res\When examining

the 1088 data points of the IRRogps with respect to change in employment, there was

a significant result with F (11, 1076) = 2.21, p = 0.012Fhis result demonstrates that

when the changes in employment are categorized by IRR bands, the resulting groups are
distinct.
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Table3-11;

We ran a tweway ANOVA on a sample of 1088 data points to examine the effect of

region groups and industry groups on the changes in revenue. The independent variables
hadan effect on changes in revenue that was significant at the 10% levef; @ith

1048) = 1.46, p = 0.06*.

To examine the effect of region groups and industry group on changes in EBITDA, we
ran a tweway ANOVA on a sample of 1088 data points. The regak significant at the
5% level withF (27, 1048) = 1.62, p = 0.02*.

Finally, when the effect of the intersection of region and industry was examined on the
changes in taxes paid, the result was statistically significant rat the 1% level. Gur two
way ANOVA ran on a sample of 1088 data points and prod&c@d, 1048) = 2.03, p =
0.002***,

These results demonstrate that when the changes in revenues, EBITDA, and taxes are

grouped by both region and industry, the averages of the groups are different at a

statistically significant level with at least a 10% confidence level. For example, the

Chinese education group’ s average I s statist
average—that is, there is only a 10% likelihood that it is due to chance. Hoyvineer

ANOVA simply tells us that the averages across these groups are distinct. It does not

indicate causation, nor does it help us predict where to invest in the future.

Table3-12:

Our analysis determined that IRR and change in taxes was significant at the 10% level.
Using a onevay ANOVA that ran on a sample of 1088 data points examining the effect
of IRR on the changes in taxes paid, the result was F(11,1Qr.6B8=p = 0.08*. This

result shows the change in taxes paid by a portfolio company will varyamoilomly
depending on the IRR band of the fund that invested in it. Note that we cannot say the
direction of this change.

Table5-3:

A two-way ANOVA that ran on a sample of 1088 data points examining the effect of
region group and firsime manager on the changes in taxes paid was statistically
significant at the 5% levelyith F(3,1080) = 3.56, p = 0.01**. This result indicates that
the average amount of taxes paid will have a distinct variation depending on the region
group and whether a fund was managed by atfire# manager. For example, the change
in taxes paid by aopanies in funds run by a firitne manager in South Asia showed
distinct differences from the change in taxes paid by companies in the portfolio of a non
first-time manager from Africa.
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53! PPAT AE@qd #3$#060 #1 AOOEAEAAOQEI 1T
The ful list comes from the World Bank list of countries by regi®wid indicates
whi c h @twéd 2004fandr2@l2nd Reat vfehe i

countries in
Worl d col umn

i ndi

cates

included. ey are not sorted by region.

Africa

Algeria
Angola

Benin
Botswana
Burkina Faso
Burundi

Cape Verde
Cameroon
Central African Republic
Chad
Comoros
Congo, Dem. Rep.
Congo, Rep
Cote d'lvoire
Djibouti
Egypt, Arab Rep.
Eritrea
Ethiopia
Gabon
Gambia, The
Ghana
Guinea
GuineaBissau
Kenya
Lesotho
Liberia

Libya
Madagascar
Malawi

Mali
Mauritania
Mauritius
Morocco
Mozambique
Namibia
Niger

China
China

Rest of the World
Argentina
Azerbaijan
Belarus

Belize

Brazil

Cambodia
Colombia

Costa Rica
Dominican Republic
Ecuador

El Salvador

Fiji

Guatemala

India

Indonesia
Jamaica
Kazakhstan
Kyrgyzstan
Malaysia

Mexico

Mongolia

Papua New Guinea
Peru

Philippines
Russia

Samoa

Serbia & Montenegro
Tajikistan
Thailand

Tonga

Turkey

Ukraine

Vanuatu

Vietnam

Yemen

countr.i

es t hat

South Asia
Afghanistan
Bangladesh
Bhutan
India
Maldives
Myanmar
Nepal
Pakistan

Sri Lanka
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Africa China

Nigeria
Rwanda

Sao Tomé and Principe
Senegal
Seychelles
Sierra Leone
Somalia
South Africa
South Sudan
Sudan
Swaziland
Tanzania
Togo
Tunisia
Uganda
Zambia
Zimbabwe

Rest of the World

South Asia

Pageg84

Source: CDC and WorlBank.

84



Page85

5.4 Appendix:Cases of ACA, Africinvest, Celtel, and Caspian
(IFIF)

5.4.1 ACA (CAPE I)

Summary:

In 1999, CDC invested $5 millidhin CAPE I, the first fund of the pioneering native
Nigerian PE firm African Capital Alliance (ACA). The CAPE | investment was a

departure from CDC’s direct investment strat
in strategy, accordingto Richardbag, CDC’ s chi ef -2012ecuti ve fro
stemmed in part from CDC’'s faith in the expe

was investing in locally based teams, people on the ground aware of the particularities
related to those specific territorieo® r er countries didn’t need o
how to invest.”’

Investment Rationale:

ACA represented an important opportunity for CDC to further its development objectives
in SubSaharan Africa.

ACA’ s founders, whil e unvateeguitesédtting,were at i ng t og
successful, prominent businessmen. A mix of Nigerians and Westerners, they included

the country’s former interim president, the
Harvardeducated, Kansasorn managing partner of Athhk'n der sen’ s Ni geri an
operations, who had been deeply involved in efforts to reform the military government

and encourage Nigeria's private sector devel
private equity experience: the American founder of an emergargets PE fund and his

lieutenant, the first Nigerian to win top honors at Harvard Business School, who joined as

ACA’ s CEO.

Nigeria, with its huge population and enormous, pgntlemand for products and

services after years of incompetent governmentrol over the economy, offered a
promising, largely untapped market. Yet, entrepreneurs in 1999 Nigeria faced tight credit
conditions and a pronounced shortage of risk capital. It was, in short, an extraordinarily
difficult environment in which to launcé new business or grow an existing one. CDC
believed that ACA could play an important role in demonstrating the viability of private
equity in Nigeria and spurring its economic growth.

%2 All figures in USD unless otherwise noted.
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CDC also believed a successful ACA investment would encourage dieabd PE

firms to invest in the region, through the d
demonstrate that investing in emerging markets could produce good financial and
devel opment al returns that wild.l eventually a

CDC6s Advisory Rol e:

CDC’ s -dnadvisbsy role at ACA was rooted in its undansting that firstime PE
teamscannot raise significant capital until they establish a successful track record. CDC
thus believed its most important contribution would beimgl ACA establish that track

record, both by advising the firm and provid
enable other investorsWestern and Africanr-to become comfortable committing
capital to CAPE | and t o AHlopedthatdneetAQA e funds.

established a solid track record, a catalyzing effect would set in that would contribute to
the evolution of a robust Nigerian financial ecosystem.

I nitially, CDC h el dnensbermeesimenteaommi@e fE,al ' s ei ght
relatively unusual role for an LP but one that ACA welcomed. From its IC seat, CDC

helped ACA evaluate proposals and suggested investment ideas to the founders. CDC

al so held a seat on CAPE I ’'s advisory commi:t

One of CDC’ s signi f iimgadGA as thefimtdeveltpedtbesons was h
practices around reporting, a burdensome task, particularly for a new team. CDC also
provided resourcesincluding a toolkit and ifperson training-designed to instill sound

environmental, social, and governance practicest hi n CAPE | ' s portf ol
Results:
CDC’s evalwuations of its CAPE | investment w

1 Firm economic performance Exceptional CAPEM, ACA’ s first fun:q
DFI investment vehicle, had a net IRR of 40% and a net multiple of 7.1x at the
time of the final evaluation in January 2009.

1 Economic Performance:SuccessfulEBITDA rose in five of the ten portfolio
companies; turnover se in six portfolio companies, and employment across the
portfolio increased from 999 to 7,721. Tax payments in 2007 were $567 million,
with $565 million of that total paid by MTNN.

1 ESG Performance: Satisfactory Corporate governance practices across the
portfolio i mproved during the iIinvestment
established The MTN Foundation to improve education, economic empowerment,
and health care in Nigeria and the other markets in which it operates.

1 Private Sector DevelopmentExcepional. The PE industry was all but
unknown in Nigeria until CAPE | pioneered the sector. The powerful
demonstration effect was a direct result
ACA and the CAPE | fund.
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i CDC Value Add: Satisfactory. CDC s t r a @ tndof-fueda investor
during the life of CAPE | resulted in a greater vahds to the fund in its later

years

1 Catalytic Effect: Below ExpectationsCDC’ s $5 mi |l |l i on i nvest me
CAPEM fund came relatively late in the fundraising process athdalti have a
significant i mpact on CAPE |1 . As an early
including CAPE |1, CAPE 111, and CAPI C, C
stronger.

The standout CAPE | investment was MTNN, the telecoms startup that would evolve int
the largest mobile phone operator in West Africa with 55 million subscribers as of
January 20153 On that investment alone, CAPE | realized an IRR of 76.7%, not to
mention the developmental benefits that more reliable and affordable communication has
provided to Nigeria.

As of December 2013 CAPE | had exited all its portfolio investments via strategic sale,
listing, or, in one case, a writHt.

I n the wake of CDC’'s involvement with CAPE |
two subsequent PEfund3,0 05" s CAPE I I, which raised $100
which raised $400 million. In addition, ACA has raised a $165 million real estate fund,

the Capital Alliance Property Investment Company (CAPIC), which invests in

commercial and residential propestim West Africa.

5.4.2 Africlnvest (MPEF II)

Summary:

In 2008, CDC invested $27r8illion>* in TunisiabasedviaghreB® Private Equity Fund

Il (MPEF 1I), a North African fund managed Bricinvest>® one of the oldest private
equity firms in the region witApproimately $550 million under management at that
time. With a 14year track record of investing in North Africa and backing by a number
of established DFIs, including the Dutch development bank FMO, Africinvest appealed

%3 http://www.mtnonline.com/abotrtn/corporateénformation accessed January 6, 2015.

> All figures in USD unless otherwise noted.

5 Maghreb refers the region of northwestern Africa, particularly the countries of Morocco, Algeria,
Tunisia, and Libya.

%8 During the events depicted in this section, Africinvest was known by its former nameydstnWhere

it appears in quotations or other cited matter, “Tuni
Founded in 1994, Tuninvest partnered with FMO, the D
in 2004. Sedttp://www.emrc.be/Documents/Document/2010051716aB02Tuninvest- Khaled.pdf

accessed March 23, 2015.
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to CDC as a relatively lowisk inaugual fund-of-funds investment in the region. CDC
participated in the second close of MPEF I, which sought to raise $161 million.

Investment Rationale:

For much of its postolonial history, a handful of industries dominatkd Tunisian

economy particularly petroleum exploration and production ahdsphatenining.
Tourismhadalsobeena significant source ofincomB.e spi t e Tuni sia’s turb
history, its economy had consistently been one of the healthiest in Africa and had shown
promising impovements between 1987 and 2014. During this period, GDP increased

4.3% per year on average, and GDP per capita nearly quadrupled from $1,280 to $4,440.
Population grew from 7.6 million to 11.1 million people, and life expectancy increased

from 67 to 75 yars>’

CDC viewed its investment in MPEF Il as serving three principal development goals:

helping Africinvest build investment capacity; creating a healthy environment for follow

on fundraising; and i mproving t hmentdlirm s pol
social, and governmental (ESG) risk management within its portfolio firms. With its

established track record, Africinvest had no need for specializedirfimsteam support,

and the demonstration effect was already evident in the extensiveama of DFIs

such as FMO in the firm.

I n considering the MPEF Il investment, CDC w
expertise and hands approach with its portfolio companies, predominantly small and
mediumsized enterprises (SMEs)ncluding pharmeeutical, IT, and agribusiness
fims—operating in Morocco, Al gfecusechapproachd Tuni si
was an important opportunity, CDC believed, to improve ESG standards and reporting at

some of the most dynamic and rapidly growing businessation.

CDCO0s Advisory Rol e:

As part of its extensive due diligence process, CDC spent three days visiting sample

companies in the Maghreb region. CDC helped instill a similarly rigorous approach to

due diligence and ESG policies in Africinvestfromit posi ti on on MPEF I 1
committee.

In 2008, just as CDC was finalizing its investment, the Global Financial Crisis disrupted
markets in both Africa and around the world. CDC forged ahead with its $27.3 million
investment and played an importanierm helping the firm manage this crisis. The Arab
Spring, which began in Tunisia in 2010, was also an unforeseen risk that generated
turmoll in the region. Africinvest responded to this unrest by increasing the depth and
frequency of its reporting and ieducting specific studies to gauge the impact of the

>"World Development Indicator Database: TuniJiae World Bank
http://data.worldbank.org/country/tunisia?display=grapbessed January 19, 2015.
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turmoil. Fortunately, there were no substantial setbacks from either of these
developments.

Results:

The overall performance of the fund was solid. Out of a portfolio of 17 companies, 13
companies shoad EBITDA growth, 14 improved their turnover, and 15 increased their
employment:

1 Firm economic performance Satisfactory. IRR in 2011 was less than half the
estimated level, but several individual portfolio companies had performed well,
and CDC expected #lh the firm economic performance would improve as
Africinvest began to exit some of its positiofis.

1 Economic Performance: ExcellentThis umbrella variable reflected the overall
strong performance of the portfoll@mpanies. TurnoveEBITDA, employment,
and tax payments all grew substanjal

1 ESG Performance: SuccessfulCDC helped Africinvest refine its
Environmental and Social Management System in areas such as water
consumption, working conditions, and management oversight. Portfolio
companies in theuind adopte€ DC’ s r i gor ou gmprowethdrng system
performance

1 Private Sector Development: Successful.he success of this fund led to the
creation of MPEF Ill, which closed at $110 million, attragteven more capital
to the region.

1 CDC Value Add: SuccessfulCDC substantially improved the due diligence
process for Africinvest bymproving allocation of resourcesncouraging a
clearer relationship between funds, dosteringdiscussions among the Advisory
Committee members.

1 Catalytic Effect: Below Expectations.This rating was unsurprisin@.DC joined
the fundatthe second closendinvestors such as IFC, FMO, and Propdrad
already committed to the funBecause CDC was late in backing MPEF I, it
understood that it could not be a trendsetting example as it had been for other
funds.

In 2011, Africinvest raised a total of $194 million for MPEF III, which would focus on
| arger deal s i n ecisibrenotkangektin MBEF llICdilgCtedsthe d
organi zation’s desire to focus on markets th

%8 CDC Midpoint Evaluation 2011:6.
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5.4.3 Caspian Advisors (IFIF)

Summary:

In 2008, CDC committed $20 milliGht o Caspi an Advi sors’ | ndia F
Fund (IFIF), whose mandate was to invest in innovative Indian microfinance institutions

(MFI1s).2° CDC, along with the Global Microfinance Equity Fund (GMEF), which

committed $30 million at first close in 2008
subsequent closes, IFIF raised a total of $89 million and had invested $72.2 million by

September 2012. NedFI investors included responsAbility, the Omidylaufts

Microfinance Fund, the Gray Ghost Microfinance Fund, and the Triodos Microcredit

Fund. The oly other DFI investor was FMO, which committed $10 million.

Although CDC viewed the microfinance sector as a promising area both in terms of
developmental impact and investment return, macroeconomic factors along with an
unexpected and drastic shift in the regulatory environment in a key Indian microfinance
markets oon di mmed | FI F' s prospects.

The Global Financial Crisis had placed additional financial pressure on already marginal,

bottom of the economic pyramid microfinance debtors, and in October 2010, the
government of Andhra Pr aedanddnegpicenteeof MFf | ndi a’ s
activity, passed a series of laws sharply curtailing MFI operations within the state. The

ensuing industry shakeout, dubbed the Andhra Pradesh (AP) Crisis, effectively put

several MFIs out of business, including two IFIF pordabmpanies: Trident Microfin

Private Ltd and Bhartiya Samruddhi Finance Ltd. In addition, a prominent firm and IFIF

investee, Sahayata Microfinance Private Ltd, collapsed in 2012 after investigators

di scovered extensive fr a&ulfFIFbltynatelyhweoteofo mpany’ s
these three investments, which represented 16.5% of its committed capital.

Investment Rationale:
CDC viewed an investment in IFIF as serving three principal development goals:
1. Building financial capacity: CDC’ s $ 2 ibvesmient in iFb- galong with

GMEF’ s $30 million commitment) was the found
|l FIF's managers sought to create a fund with

9 All figures in USD unless otherwise noted.

% In its Eleventh Five Year Plan, released in 20B&,Planning Commission of the Government of India

took direct aim at the problem of India’"s huge unbanl
attractive solutions lay iMFIs, which extended small amounts of credit (usually $200 or less) to

traditionally unbanked clients, and did so at costs roughly 20% less than commercial banks would incur.
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problem of I ndia’ s hugsomadrOmbileonpeaple, unbanked c
according to a 2008 estimate by the Reserve Bank of India.

2. Enhancing future fundraising: IFIF was the second MHbcused fund from Caspian

Advisors, and there was every reason to believe the firm would continue to mobilize

private capital in subsequent funds targeting the MFI sector. Not only was the Indian MFI

market potentially enormous, microfinance as an investable sector had attracted increased

PE interest after MFI pioneer Muhammad Yunus won the 2006 Nobel Peace Prize. Wit

$89 million under management at final close, IFIF was more than four times larger than

its predecessor, Caspi a&7CDG viet@ltsimmalvenhenton Bel | w
as key to the continuation of this upward trend.

3. Improving ESG performance: Caspan had developed relatively sophisticated ESG

ri sk management practices while managing Bel
build upon and pass along this knowledge to their own portfolio companies. This

approach to working closely with portfoli@mpanies in managing ESG risk was

congruent with CDC’'s mission to impart ESG b
challenging environments such as India. CDC believed it could help IFIF build on
Bel |l wether'™s success.

In terms of prospective financialretu@DC vi ewed Caspian’s track r
mi crofinance sector via the Bell wether Fund
smaller end of the MFI scale also appealed to CDC, patrticularly since large firms such as

SKS Microfinance, which b2010 had grown into a behemoth with net interest income

of $111 milliorf?> and was readying its IPO, were attracting much of the overseas private

capital flowing into the sector. Caspian, CDC believed, understood how to find promising

firms that were eithetoo small or too geographically remote to attract the attention of

larger investors.

CDCO0s Advisory Rol e:

|l FI'F' s | eadership viewed CDC’s assistance an
as its most i mportant c o mérraisttongshareholder® They ac
who gave us their full support,” said Mona K
traditional GRinvestor relationship; we worked very closely together and CDC actively

hel ped us navigate through all sorts of i ssu

®1 The Bellwether Fund had been active in India since 2005 and ultimately made 14 MFinentst
Many members of the Bellwether management team went on to occupy leadership roles in IFIF.

http://www.microcapital.org/microfinanceuniverse/tikdex.plp?page=Bellwether
accessed January 19, 2015.

%2 http://indiamicrofinance.com/wpontent/uploads/2010/07/skso-angetbroking. pdf
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C D C’ s wds edrtipularly important as IFIF responded to the AP Crisis that began in
October 2010. At the ti me,—Trident&dBSFp-or t f ol i o
that had significant operations within Andhra Pradesh, and the fund ultimately wrote off

both invesments. As the crisis peaked in 2012, GMEF, facing pressure primarily from

some European pension funds that had lost faith in the investment case for Indian MFIs,

sought to withdraw from | FI F. CDC’ s willingn
helped pregnt what would have been a significant blow to the fund at a moment of
profound uncertainty for the I ndian MFI sect
CDC offered to buy them out and t(etaled matel y c
Viswanatta Pr asad, Caspian’s Founder and Managi n¢
Il n addition, | FI'F' s | eadership appreciated C
communicating its requirements along with the training it provided in how to fulfill those
expectations. “dnbgap a our end; weoknawmrexhdaly what B n
expected from us and how we need to act as f
appreciated CDC"s willingness to talk throug
most valuable exchanges of ideastoakple i n more casual settings
many hel pful discussions that weren’'t necess

hel ped us understand the evolution of CDC’ s
Results:

Given the chaos in the MFI sector and the addedddisitsn in the Indian economy

between 2008 and 2012, IFIF faced significant challenges, which were reflected in the

ratings from its miepoint survey. Since the migoint survey, however, the MFI sector

has recovered. | FI1 F’ s ened The $pecifi¢ ratingb fardFIFs i mi | ar |
compiled at the 2012 midpoint are described belgvdated with more recent

information that shows the recent turnaround

1 Firm Economic Performance Unsatisfactory as of mid-point; valued at 41%
over invested capital asof March 2015. In the wake of the AP Crisis and the
rapidly deteriorating fortunes of the Indian MFI sector in late 2010, IFIF struggled
as it attempted to preserve the value of its investm@fith.improved
performance of the s®revivedr , |l FI F' s perforn
1 Economic Performance: Below Expectationas of mid-point; sincethen, it
hasstrengthened substantially As of the midpoint, ven portfolio companies
exhibited modest increases in EBITDA and five showed an increase in
employment, but totalirnover declined by $11.8 millioss of March 2015the
nine existing companies are growing well.
1 ESG Performance: Satisfactory Caspian had a sound ESG management system
and an experienced team to oversee ESG ri
companis. The rating reflects the high socia
companies, despite the fraud at Sahayata that destroyed the value of that
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investmentSubsequently, IFIF has been ranked in the top quintile of Global
Impact Investment Rating System (GIIR8)r ESG performanc¥.
1 Private Sector DevelopmentBelow Expectationsas of mid-point; since then,
IFIF6s portfolio companies have strengthene
favorable impact ratings. Thef u n @bntributions to financial inclusion were
significart, butthe midpointevaluation noted thdEIF appeared to have
difficulty identifying truly innovative companies operating in the MFI sector.
With the sector’s recovery, Il FI' F' s portfo
ratings from impact assessment efguch as the Global Impact Investment
Rating System (GIIRS) and the Impact Business Model (IBM). Overall, the
companies have a fogtar (out of five) rating from GIIRSSeven of the nine had

five-star ratingsand eighhadr ecei ved “ PlramIBM®% m” rati ngs

1 CDC Value Add: Satisfactory. CDC made significant contributions to fund
formation and a successful fundraise. But
sector devel opment outcome, CDC’s value a

9 Catalytic Effect: Successfu CDC’ s presence as an anchor
million commitment at first close helped IFIF reach critical mass.

Further Involvement with Caspian:

As of March 2015, CDC remained invested in & had made direct investments in
three of itsportfolio companieshut had not participated in subsequent Caspian funds.
Since the miepoint evaluation in 2012, the AP Crisis had ebbed, and investor interest in
the Indian MFI sector underwent a renaissance. Shares of pioneering MFI SKS
Microfinance,for instance, closed at INR 460.00 in late January 2015. Although nowhere
near its September 2010-&hhe high of INR 1,396.00 per share, the stock has traded

well above its 52veek low of INR 165.00.

5.4.4 Celtel, Portfolio Company of Actis (Africa Fund I)

Summary:

Il n August 2001, Actis’™ Africa Fund I (AF1) p
round for a rapidly growing paAfrican mobile telecom company, Celtel International

B.V. AF1 invested alongside the International Finance Corporation, the peoyaity

arm of South Africa’s Ol d Mutual pl c, and Ge
DEG, and would go on to participate in two subsequent fundraisings. By 2005, Actis had
invested $77 milli on i n-larGestishareHoldesith @9.3%a s t he f

equity stake. Only Celtel’s founder, Mo h amed
Scaspian/ I FIF, “1FIF Social Performance Management Re
“CcCaspian/ 1 FIF, “IFIF Social” Pperf2o0r.mance Management Re
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company”Celtelwas AF1's | argest holding and was am
investments prior to its sale to Kuw#idased Mobile Telecommunications Company
(MTC)® in 2005.

Investment Rationale:

The deregulation of the African telecommunications sector, a process that began in

earnest in many SuBaharan African nations in the 1990s, created an opening for
entrepreneurs who understood both the challenges and the opportunities of the African
marketto meet an enormous pemtp de mand f or basic services.
Sudanesdorn engineer educated in the UK, was just such an entrepreneur.

Mo Ibrahim founded his telecommunications consulting firm, Mobile Systems
International (MSI), in 1989 &t earning his Ph.D. in pi&ellular telecommunications in
England and designing the first mobile system for British Telecom. In 1998, MSI began
bidding for mobile spectrum licenses in Africa and acquiring the small, stogletry
operations that Ibrahimnd MSI would eventually stitch together to form Céffel.

Celtel held the promise of significant developmental impact along with a healthy return
on investment. Given the unreliability of fixéithe telecommunications networks on the
continent, a legacy afnderinvestment and inefficient government monopoly control,
mobile phones were not a luxury in Africa. By 2003, there were 25.1 million-ired
subscribers in all of Africa, half the number of mobile phone subscribers (51.8 nfiflion).
Mobile phone mdeet penetration, however, stood at just 6%, compared to the world
average of 22%.

In addition to the spectacular growth potential of the African mobile phone market and its
promise of sound financial returns, the developmental impact of improved
telecommuications appealed to CDC/Actis. Improved telecommunications was
powerfully developmental in emerging economies in that it created new economic
opportunities and enabled markets to function more efficiently. With reliable mobile
phone service, a Tanzanisherman, for instance, could find the buyer willing to pay

the best price for his catch. CDC/Actis believed an investment in Celtel could be
transformative in some of the poorest countries in the world.

CDCb6s Advisory Rol e:

% http://people.stern.nyu.edu/igiddy/casesheettel.htm accessed April 13, 2015.

®MTC was rechristened “Zain,” an Arabic word meaning

IN1998,M$ ' s t el e
|

ommuni cations operations were placed i
Amsterdam named MST e | Il ar

c
u I nvest ments. This company was | at
®Press release, “Africa: The Wuernatidnal JeleEomsnicationt Gr owi ng
Union, April 25, 2004 www.itu.int/newsroom/press_releases/2004/04.haotessed April 13, 2015.
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Jonathon Bond, who in 2001w&sDC Capi t all Partners’ Managing
fundraising and investor development, |joined
From its position on the board, CDC/ Actis pa
and helped shepherd the companyptigh several key growth phases. By leveraging both

its public and private sector contacts, Actis helped Celtel win license bids, mobilize

funding, and make important acquisitions, including Kencell, the selengest telecom

company in Keny&’

Indeed, CDTActis was instrumental in helping Celtel transition from an entrepreneurial

startup to an operational telecommunications fifm Cel t el ' s -20BGirf r om 200
Alan Rudge (the former Deputy CEO of British Telecom), recalled the transition as a

difficutone. “The company had to move on from do
running and developing a group of mobile net

CDC/Actishad welcomed the fact that Celtel offered an investment that was both
developmental and offered good financiauras’* As a growing firm in a market space
known for corruption, Celtel zealously guarded its reputation, refusing to participate in
ethically compromising situations and delivering-tpmlity service. In many ways,

Celtel became a model African privaquity deal for investors interested not only in
growing their portfolio companies (and reaping the financial benefits), but also in
propagating ESG best practices in the emerging world.

To fend off requests for br desabgiltala@el t el ' s f o
board of directors that included former government ministers and prominent executives

from the development finance community, including CDC and the World Bavik. C* s

purchase of Celtel was its first African transaction. The Kuwaiti'fren ¢ omf or t wi t h
moving into Africa stemmed in no small part
governance.

As Celtel grew and assumed a more prominent role in the communities in which it
operated, it built a robust social responsibility program. Nofaggcts included
increasing AIDS awareness and prevention, organizing medical clinics, and improving
road safety.

Results:

O« Actis to sell st alatispiess rekdsdarch®dn2006,e!l co Cel t el , ”
http://act.is/pressrelease/92

“Fel da Hardymon, Josh Lerner, anHBSKaseNoL8@mon, “Celt el
(Boston: HBS Press, 2005), h.

" bid, p. 4.

2 bid, p. 5.
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On March 29, 2005, Actis announced that it was exiting its investment in Celtel

following the acquisition of the company by MTCy B005, Celtel was the largest

mobile phone operator in Africa outside South Africa, with a coverage area that
encompassed 30% of Africa’s population. Cel t
African mobile telecommunications sector, a key to future tfram a continent

characterized by poor communications. It was a sector that had drawn much of

CDC/ Actis’ attention. Of the $600 million th
private sector between 1998 and 2005, $120 million was in telecoms.

The financal and developmental benefits CDC/Actis had anticipated had emerged;
performance along both of those metrics was
Williamson, noted in the 2005 annual report,

Back in 1998, for example, the African mobile telephonyketwas by no
means an obvious target for investment. Nor was it seen as a mainstream
development opportunity. Nonetheless, the setting up, development and
eventual sale of Celtel, in which CDC was a pioneer investor, was one of the
great successes of thest few yearg®

Celtel had become an important corporate citizen in the nations in which it operated. The
company was, for instance, the largest taxpayer in the Democratic Republic of Congo in
2005, and its profits were being recycled back into devejppaonomies. The Celtel exit
generated GBP 130 million in cd8for CDC (4.5x) and an IRR of 5693.

Paul FIl etcher, Actis’ Senior Managing Partne
world-class management team at Celtel, pgmtilemand for access tdiefent and

available telephony, often assisted by our own presence on the ground in Africa has
created a terrific investment. "’

3 CDC Annual Repor2005 p. 4.
" bid, p. 7.
> bid, p. 23.
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Glossary

DFI: Development Financial Institution

DfID: Department for International Development. The branch of the U.K. govemt
that oversees CDC.

EBITDA: Earnings Before Interest, Taxes, Depreciation, and Amortization. This
calculation generally reflects operating income.

ESG: Environmental, Social, and Governance [impacts]. Sorastabbreviated as ES,
or Envirmmmental andocial.

GP: General Partner. The group that invests in private companies. Also known as fund
managers.

IRR: Internal Rate of Return. A common calculation of return from private equity funds

that takes into account the time the money is held. Most IRRegn the PE context are

calcul ated “net to LPs,” which indicates tha
absent the fees and carry paid to the GPs.

LP: Limited Partner. The investors (usually institutiorth§t contribute capital to
private eqity funds.

MFI: Microfinance Institution. An organization that makes very small loans.

MOIC: Multiple of Invested Capital. A common calculation of return from private equity
funds that reflects the amount of money returned relative to the amount investkzes

not consider the holding period. Thus, if an investment of $50 million returns $100
million, the MOIC is 2x regardless of whether the money was returned in a week or a
decade.

Net IRR:see IRR

PE: Private equity. Shares that are not tradedmrblic market or, more broadly,
investments for which there is no readily liquid market on which the investor can exit at
an objectively determined price.

SME: Small and mediursized enterprise.
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