[image: image1.wmf] 

 



Speech by Ambassador Attilio PACIFICI
Head of EU Delegation to the Republic of Uganda

Yield Uganda Fund launching 

Sheraton Hotel, 27th June 2019
Honourable Minister of State for Finance (General Duties)

Deputy Managing Director of NSSF

Regional Director of IFAD

Your Excellencies, Ambassadors, High Commissioners

Members of the diplomatic and consular communities

Representatives of the Government of Uganda, banking sector, civil society and private investors and companies
Ladies and Gentlemen of the Press,

EUROPEAN UNION

DELEGATION TO THE REPUBLIC OF UGANDA

I am delighted to be here with you at the final launch of the Yield Uganda Investment Fund, the investment fund company created under the Small and Medium Agribusiness Development Fund Programme.

In Uganda, agriculture is a strategic sector, contributing 24% of Gross Domestic Product, accounting for over 47 percent of the country’s export revenues, and employing 73 percent of the population.  Much of the industrial activity is agro-based, with food processing alone accounting for 40 percent of total manufacturing. 
Clearly Uganda has a solid comparative advantage for food production and has the potential to become a major net exporter in the region and beyond. 

Access to finance is one of the key factors in the transition from subsistence to commercial agriculture.  Access to finance is currently a main constraint for farmers and agribusinesses, because of the perceived high risks of the agricultural sector by the formal banking and micro-finance sectors: the problem is particularly acute for small and medium enterprises in need of long-term finance for business development. 

Equity funds, by providing long-term equity finance contribute to address this funding gap. There is a clear need for equity type of investment in Uganda and East Africa because investment demand currently exceeds the available appropriate financial instruments. 

Unfortunately the required legislation to guide and further support the operations of equity funds remains inadequate. Private equity investments currently have to endure corporate structures and tax regimes like every corporate body in Uganda. 

As a consequence, most of the private equity funds are not registered in Uganda but in other countries (such as the Netherlands, Mauritius and South Africa). Those countries provide advantages for investors in areas such as the smooth transfers of funds, taxation and the resolution of potential disputes. Changes in legislation are therefore needed in Uganda to allow registration of private equity funds as investment companies. This would be a tremendous boost for the long-term financing of businesses in this country.

In spite of this inadequate legislation, Yield Uganda Investment Fund has been created under the joint initiative of the EU and the Government of Uganda and domiciled in Uganda. It is a fund that targets mid-size agribusinesses with investments ranging from EUR 250,000 to EUR 2 million (Ush 1 billion to Ush 8.5 billion) over five to eight years with investments in about 20 small and medium Sized companies.

The EU is investing EUR 10 million (Ush 42.5 billion) in Yield Uganda Investment Fund and has partnered with the International Fund for Agriculture Development for the management of the EU investment in the Fund. These EUR 10 million are provided as first loss protection with the objective of de-risking other investors' commitments to Yield Uganda Investment Fund.

The National Social Security Fund (NSSF) joined EU and IFAD in investing in Yield Uganda Investment Fund providing EUR 2 million (Ush 8.5 billion) as equity investor in January 2017.  I would like to thank the NSSF for the trust they have shown in this investment instrument.

Today after two years of strenuous search for additional investors, we are celebrating the additional EUR 8 million (Ush 34 billion) investment from the Open Society Foundations and Finn Church Aid Investments.

I am pleased to announce that the total Yield Uganda Fund now reaches EUR 20 million (Ush 85 billion). With this additional investment, the future of Yield Uganda Investment Fund looks promising indeed. 

It is encouraging to see that the de-risking mechanism set up by the EU for Yield Uganda Investment Fund is bearing fruits and it has attracted EUR 10 million into the agriculture sector in Uganda. 
This de-risking is also the objective of the ambitious EU External investment plan launched in 2017 which encourages investment in our partner countries in Africa promoting inclusive growth, job creation and sustainable development therefore tackling some of the root causes of irregular migration out of Africa.

From the Government of Uganda perspective, the current Budget 2019/2020 is focusing on industrialization and value addition. Agro manufacturing industries are game changers to achieve industrialization, and private equity funds are the right type of capital to allow agro manufacturing industries to grow. 

I am glad that it is the Government of Uganda's intention to recognise and protect the catalytic role of private equity funds to achieve the industrialization objectives. This would certainly lead to an increase of equity financing in the agriculture sector and the EU is committed to work with the Government of Uganda in this quest.

I will conclude by reaffirming the commitment and the continuation of the efforts of the EU to support Uganda's development. I wish Yield Uganda Investment Fund all success in supporting small and medium sized agribusinesses in Uganda.

I thank you
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