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Introduction 
The Botswana Bond Market Association 

held a half day conference on June 20th in 
Gaborone under the theme: Strengthening 

the Bond Market to Support the Fiscus and 
Private Sector Development. The theme provided 
an opportunity for dialogue on areas that can 
stimulate private sector borrowings in order 
to engineer a private sector-led economy and 
to continually facilitate government domestic 
borrowings.  
As present, the domestic bond market faces 
an array of challenges, as it is developing at 
gradual pace, such as illiquidity, limited investor 
participation, and limited issuances, among 
others. This scenario is seen as bearing the 
potential to adversely impact the ability of 
Government to raise future funding in the bond 
market if it remains underdeveloped, particularly 
as diamond led surpluses continue to evaporate. 
t also denies the country bene ts that could 

accrue from a well-developed private sector 
such as employment creation and a diversi ed 
tax base since well-developed debt capital 
markets provide private sector entities long term 

nancing which is a panacea for private sector 
led economic growth.   
The conference program comprised of 
presentations for information sharing 
complemented largely by panel discussions 
to make the event interactive and pick brains 
and experience of those in attendance in order 
to derive institutional learnings and insights 
from their extensive global experiences. The 
overall deliverable was to generate ideas to 
expedite growth of the domestic bond market by 
addressing the identi ed impediments. 
Over 200 industry stakeholders from the stock 
exchange, the central bank, asset managers, 
government, parastatals, private sector, 
development nance institutions and academia 
attended the conference. The conference was 
chaired by Mr Kopano Bolokwe, Secretary General 
of the Botswana Bond Makert Association 
(BBMA) and Head of Product Development at 
the Botswana Stock Exchange (BSE) together 
with Mrs Phatsimo Ncube, Committee Member 
of the BBMA and Managing Director of Allan 
Gray Botswana.
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Welcome Remarks 

Mrs. Lorato Morule  
Chairperson, Botswana Bond Market 
Association and Portfolio Manager, African 
Alliance Botswana Limited

The Chairperson of the Botswana Bond Market 
Association (BBMA) explained that the BBMA 
is a market initiative led by the Botswana Stock 

Exchange (BSE) and   was formally registered in 2013. 
She said the Association has been instrumental in 
mobilizing stakeholders to undertake improvements 
and reforms in the local bond market. Principal 
among its mandates is to serve stakeholders which 
include government, private sector, institutions and 
retail investors and to support them in their pursuit of 
issuance and investment opportunities. Additionally, 
the Association supports monetary stability and 
international participation in the bond market.  She 
announced that the International Finance Corporation 
(IFC), the world s largest development nance entity 
focusing exclusively on the private sector in the 
developing world and a member of the World Bank 
Group, issued its rst bond in Botswana, the Kgalagadi 
Bond, in 2017. This, she hoped, has paved way for 
other multilateral issuances. She announced that a 
publication that tells the BBMA story will be launched 
at the conference. The publication, she explained, 
captures the Association’s humble beginnings and 
denotes its successes over time, among other things. 
Commenting on the theme which is Strengthening the 
Bond Market to Support the Fiscus and Private Sector 
Development, Mrs. Morule said the theme celebrates 
successes while recognizing challenges that need 
to be resolved with the domestic bond market. She 
said the xed income market offers an opportunity 
to raise funds to nance capital intensive pro ects in 
particular infrastructural development pro ects. She 
applauded Botswana government’s P15 billion note 
programme which she said contributes immensely 
to the development of capital markets. On one hand, 
she noted the consistent growth in listed corporate 
bond issuances saying it is a result of prevailing 
accommodative stance on monetary policy as well as 
ongoing capital structure diversi cation and a search 
for business prospects locally and in the region. On 
the other hand, she highlighted the continued growth 
in unlisted bond issuances and encouraged corporate 
entities to list through the BSE to allow for depth 
and breadth of participation in their debt issuances. 
Mrs. Morule hoped for increased participation of 
State Owned Entities (SOEs) to relieve government 
of subventions and release capital for government 
to invest in other economic priorities. The BBMA 
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Chairperson highlighted that the local pension 
fund industry, on the back of improving nancial 
and regulatory development, is suf ciently robust 
and deep enough to meet capital needs of both 
government and the corporate sector. 
On economic outlook, Mrs. Morule said modest 
inflation and moderate growth characterises 
Botswana’s economy. She expressed worry over 
the pro ected downswing in the global economy 
which threatens diamond sales and consequently 
the stability of government’s nances. Against 
this backdrop, she shared their key priorities as an 
industry: 
The rst one is to do no harm. Expounding, she 
said wrong policy decisions should be avoided so 
as not to make bond issuance more complex than 
it already is. Instead, she suggested an environment 
where public and private issuances in local currency 
thrive. Moreover, the issuance pro le, frequency 
and quantum of all sectors need to be re uvenated. 
Furthermore, she said market participants in the 
currently illiquid and concentrated bond market need 
to take a lead in the development of a robust repo 
market.  This, she said, will address dislocations 
caused by poor price discovery, limited secondary 
market trading as well as mainstreaming of the 
bond market. To arrest this, she said the BBMA will 
catalyse greater understanding and awareness as 
well as growth of in the role the bond market can play 
in spurring broad-based economic growth. 

The second one is to do the right thing. She reminded 
the audience that investment professionals have 
a duciary duty to their clients, most of which 
are pensioners. Therefore, she pointed out the 
need to strengthen the regulatory framework and 
relationships to support knowledge, transparency 
and trust. 
Mrs. Morule argued that the conduct of scal 
policy is ultimately the responsibility of government 
and highlighted that a signi cant scope exists 
for increased issuances across various tenures 
and for issuance of diverse instruments such as 
infrastructure bonds, inflation linked bonds and retail 
savings bonds. These, she said, can further stimulate 
the growth of capital markets. She suggested that 
in light of existing structural gaps in the market, 
government through its agent, the Bank of Botswana, 
should play a more flexible role in the secondary 
market including that of market-making. Among the 
bene ts that can accrue from this correction of the 
current imbalance where Botswana’s debt is priced in 
foreign currency is a more developed local currency 
debt market that can support future government 
debt raising as well as provide appropriate pricing 
to stimulate private sector borrowing and optimal 
investment in the economy. 
In closing, Mrs Morule welcomed all delegates in 
attendance and thanked the speakers and sponsors, 
Botlhole Law Group and Allan Gray Botswana, for 
their support of the 2019 Bond Market Conference. 

Keynote Presentation
Mrs. Sandra Boumah   
Hub Leader, Southern Africa Financial Institutions - 
International Finance Corporation (IFC) 

Mrs Sandra Boumah, the keynote presenter 
summarized the role of the capital markets as 
to: facilitate economic diversi cation  enable 

economic players to pull, price and exchange risks  
and encourage savings but also create wealth for 
the broader population. She noted that sophisticated 
capital markets engender investor con dence, offer 
diversi ed product offerings, are characterized 
by the highest levels of integrity, transparency 
and accountability, and have a sound regulatory 
framework. Overall, she emphasized that capital 
market should offer a fair and ef cient market place. 
Mrs. Boumah said well-functioning capital markets 
fund business expansion and provide governments 
with long term funds to nance infrastructure and 
other pro ects that transform economies. They also 
broaden access to economic prosperity and provide 

ef cient channels to nance business development, 
foster good corporate governance, innovation and 
entrepreneurship which in turn create employment. 
Sharing observations by the IFC and the World 
Bank Group in regions where they work, the 
keynote presenter pointed to the challenges that 
lead to increased risk premium, capital outflows 
and currency depreciation. She questioned the 
soundness of opening up capital markets to foreign 
investors in such environments and concluded that 
it makes sense. She referred to capital investment 
volumes that are increasing at a low rate and 
short term debt portfolio inflows which have been 
impacted signi cantly in most emerging economies 
noting, however, that Foreign Direct Investment (FDI) 
has historically remained resilient. She shared that 
weakening capital flows can exacerbate currency 
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dif culties and equity market pressures in many 
countries particularly commodity exporters. She 
observed that borrowing costs rise along with 
heightened risk aversion hence hinder bond 
issuance. 
In light of these, she enthused, deepening local 
capital markets remains a priority. Globally, 
about US$80 – US$170 trillion stock of assets 
are under management including both insurance 
and pension fund assets. The ma ority of 
the funds are held under equities, bonds and 
other securities in domestic and international 

nancial markets. This, she said, highlights the 
tremendous opportunity available to attract 

nancing for economic and social development. 
She emphasized that though most of these 
funds are invested and held in developed 
economies, there is a growing opportunity for 
emerging markets to tap into them. In fact, the 
flow of these funds to emerging markets capital 
markets has been growing steadily. 
Speaking to the point of attraction of international 
investors and demand, the IFC Southern Africa 
Hub leader reiterated the need to adhere to 
international standards. She underscored 
the importance of having sound regulatory 
framework to foster innovation both in terms 
of products, issuers and investors allowed to 
operate in the markets. Expounding on the point, 
she said if there are special listing rules for 
SMMEs, local capital markets will be opened to 
a much broader issuer base than ust sovereigns 
and large corporates which she said will create 
obs. 
She shared highlights of the work they do 
as the World Bank Group in capital markets.  
She prefaced this with an emphasis on the 
importance of capital markets and cited the 
fact that diversi ed and ef cient capital markets 

support the Group’s twin goals of ending extreme 
poverty and boosting shared prosperity. She 
spoke to two types of bonds:
Government Bonds – She said they are the 
backbone of xed income markets and provide 
the benchmark yield curve and help establish the 
overall credit curve for the economy.  Therefore, 
she suggested, developing bond markets is the 
important rst step in establishing domestic 
capital markets. That is why the World Bank 
assists governments with both their local 
and international issuance programmes. She 
explained that the Bank has acted as both an 
investor and advisor and sometimes acted as a 
bridge that attracted international investors into 
local currencies the way they have done with the 
Turkish Lira. This, she said, is for people to be 
comfortable with the domestic capital markets, 
the currency and to invest in the sovereign debt 
issuance of such countries. 
Corporate Bonds – Mrs. Boumah said the Bank 
invests in private sector companies and that 
they are also leaders in using domestic bond 
programmes to fund own local investment in 
client countries. The rst such bond in the African 
region was the West African CFA Bond in 2006 
followed by many in various countries including 
the Kgalagadi Bond issued in Botswana in 2017. 
Through these issuances, she mentioned, the 
Bank brings international best practices like legal 
documentation, clearing and custody of assets. 
This also raises awareness about local markets to 
international investors. Bond issuance proceeds 
are then used to nance local investments. As 
an investor the Bank has helped private sector 
entities and nancial institutions diversify their 
sources of funding away from bilateral lending. 
The bank is also trying to get new investors to 
look at local issuers differently.
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Dr Atingi-Ego opened his presentation with the 
question  why do we need a well-developed local 
currency bond market?  As a response to the 
question he offered a number of bene ts:  Expand 
opportunities for available nancing especially for 
large scale pro ects for both government and the 
private sector  improve on the allocation of capital  

and facilitate public debt management.  
As a point of emphasis, the speaker highlighted 
that a well-developed bond market has the capacity 
to mobilize both the domestic and foreign savings 
and allocate these into the domestic market. 
Focusing on Botswana’s balance of payments, he 
said the nancial account shows an outflow of 

Strengthening Botswana Bond Market to Support 
Private Sector Development 
Dr. Michael Atingi-Ego
Executive Director, Macroeconomic and Financial Management 
Institute of Eastern and Southern Africa (MEFMI) 
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savings because there are not enough opportunities 
domestically to invest excess savings in the economy. 
It also contributes to the diversi cation of nancing. 
Expounding on this point, he said in most countries 

nancing comes from the debt market. So given 
the various investment needs of different tenures, 
maturity transformation can become dif cult. As an 
example, he used commercial banks that have short 
term liabilities and uxtaposed it with a corporate entity 
looking for long term nancing. He said commercial 
banks are compelled to convert short term liabilities to 
long term assets and should anything go wrong it may 
destabilize the nancial sector. He offered the bond 
market as a solution saying banks can match short 
term liabilities with short term assets through riding 
on the yield curve, thus creating stability in the nancial 
system. In that way, he explained, balance sheets of 
various players in the economy are strengthened. 
Dr. Atingi-Ego continued his line of rhetorical 
questioning  where are well-developed bond markets? 
He referred his audience to the hypothesis of the 
original sin. Explaining, he said because interest rates 
on external loans appear to be lower on nominal 
terms compared to interest rates on domestic debt, 
there is a temptation by most countries to opt for 
external nancing. He cautioned, however, that there 
is a foreign exchange risk. He explained that should 
there be shock in the economy and the local currency 
depreciates, there could be a repayment burden for 
entities lent in foreign currency. He cited Zambia as 
an example where a decline is copper prices and a 
depreciation of the Kwacha propelled the country 
from a moderate to a high level of debt distress. The 
country’s debt to GDP ratio umped from a little over 
50% to 60% because the country’s debt was US dollar 
denominated. He pointed to a unique opportunity for 
Botswana which has excess savings over investments 
saying if the savings were channelled into the local 
currency bond market it could shield the country from 
volatile capital flows.

How do we get into a developed bond market?

Dr. Atingi-Ego shared a number of guiding pillars 
which he referenced as originated by a World Bank 
publication  Developing Domestic Debt Markets: From 
Diagnostics to Reform Implementation.    

1. Macroeconomic environment – he said there 
should be macroeconomic stability particularly 
measured in terms of stable inflation, stable 
exchange rate, pro table interest rates and 
microeconomic stability.
2. Well-functioning money market -   he said the 
key indicator of this is when banks can use market 
instruments for the conduct of monetary operations 
so that the market is able to price securities the 
bank is offering using the force of supply and 

demand. There should be good cash management 
on the part of both the commercial banks and the 
capacity of the central bank to forecast liquidity and 
manage it. So, he suggested, there should be a good 
repurchase market and the banking sector must be 
well regulated. 
3. Primary market – This, Dr. Atingi-Ego said, is 
where placements of the securities will be made. Key 
pillars of the primary market include transparency 
and predictable issuance of securities, a well-de ned 
debt management strategy, and coordination in the 
use of instruments between the central bank and the 
government.
4. Investor base – He emphasized the need for 
multiple players both in the primary and secondary 
markets who compete for the various motives 
because this is where market-making takes place.
5.Secondary market – The presenter said there 
should be a well-functioning benchmark of available 
yields as well as transparency in post and pre trading 
in order to promote liquidity in the market by having 
information disseminated timely. There is also need 
for regulation to ensure that participants are guided 
in terms of their activities. 
6. Other pillars alluded to by the speaker are custody, 
settlement and debt market regulation. 

Dr. Atingi-Ego revisited an earlier assertion he made 
of Botswana’s excess savings. He said as a result 
Botswana cannot issue long term bonds because it 
has no need for borrowing. He presented Figure 1 
below for illustration:

Figure 1: Savings Investment Gap in Botswana

The presenter explained that the thick line in the chart 
represents the overall savings investment gap in 
Botswana. Dotted line represents the public savings 
while the thin solid line represents private savings.  The 
chart shows that both the public and private sectors 
are awash with liquidity which disquali es the need to 
borrow or issue local currency bonds. He quizzed if it 
was the best way to go forward. 
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Source

Figure 2: Savings Investment Gap in South Africa, 
Namibia and Mauritius.

Dr. Atingi-Ego shared a further three slides at Figure 
2 above of other upper middle income economies in 
Africa  South Africa, Namibia and Mauritius, and all 
had more investments than savings hence the need to 
borrow to nance development activities. He pointed 
out that in the three peer countries the private sector 
which is highly liquid has an outlet for their excess 
savings because their governments are in de cit. The 
same, however, is not the case for Botswana.  
  

What are the consequences?
The presenter showed charts that presented 
debt composition by currency  local and foreign 
denominated debt, and maturity  whether short or long 
term. The borrowing patterns in the three countries 
of South Africa, Namibia and Mauritius showed that 
domestic debt far outweighed foreign debt. Figure 3 
below illustrates the Namibia debt composition. This, 
Dr. Atingi-Ego highlighted, meant the highly liquid 
private sector in the three countries has avenues to 
channel its nancial resources through government 
borrowing. Not only is government borrowing but 
most of the debt is long term which augurs well for 
the development of local currency bond markets.  

Figure 3: Debt Composition – Namibia

In the case of Botswana, external debt dominates the 
composition. However, referring to an earlier speaker’s 

assertion of Botswana government increasing bond 
issuances, Dr. Atingi-Ego alluded to a slight increase 
in domestic debt. On debt maturity, the presenter 
said he could not nd data suggestive of existence of 
short term debt so the chart showed only long term 
debt. The point he emphasized was why the country 
preferred external debt and referred the audience to 
his earlier hypothesis of the “original sin.”
The presenter discussed nancing needs going 
forward and demonstrated debt stabilization for the 
three countries  Mauritius debt stabilizing at 6  – 68% 
of GDP, South Africa at below 60%, and Namibia’s 
debt is rising from about 50% to about 70% because 
debt nancing needs are increasing. Botswana, on 
the contrary, debt is declining from about 25% to 
about 18% of GDP because debt nancing needs are 
declining due to surpluses. He remarked that while 
things look rosy for Botswana because diamonds 
feed the scus, there is need to rethink alternative 
sources of revenue once diamonds are exhausted. 
The presenter suggested development of capital 
markets for future nancing needs when government 
surpluses evaporate.  In light of all the assertions 
made, Dr. Atingi-Ego asked the audience  how do 
you develop the local currency bond market when 
government has surpluses? 
 

e nement o  the ond arket
The presenter referred to the chart at Figure  on the 
next page from the Bank of Botswana Annual Report 
2018 where he counted about six bond tenures. 

From the chart, the presenter asked a number of 
questions:

From the chart, the presenter asked a number of 
questions:
1. What is the appropriate number of tenures that a 
market should have in terms of bonds?

2. How strong is the reopening of bonds in Botswana 
because this is important for market development?  

3. With the strong scal position of government, can 
it begin a buy back of the bonds and continue with 
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issuance to support the initial market-making and 
to support liquidity in the secondary market?

. What would be the residual challenges for 
effective benchmarking to take place? 

Figure 4: Botswana Yield Curve

ssues or onsideration

1. Debt management ob ective to strike a balance 
between sovereign debts, running down banking 
system balances and bond market development. 
The presenter said having looked at Botswana’s 
de cit nancing model, either the country has 
been borrowing externally or it has been running 
down balances in the banking system.  By so doing, 
suggested Dr. Atingi-Ego, there is liquidity in ection 
into the banking system therefore pushing the 
central bank to mop up excess liquidity. This he said 
does not help the scus. 

2. Can government commit to supply enough 
securities even in the context of its surplus savings? 
If it does, should it focus on short or long term 
tenures? 

3. Should the central bank use the BOBCs or 
underlying government securities for there is need 
to develop the market at the short end of it. 

The Next Phase
The presenter acknowledged Botswana’s effort 
to develop the bond market but however pointed 
out two key limitations: 1. How can liquidity be 
promoted in the secondary market, and 2. How can 
the corporate bond market be developed?

On the rst limitation, the presenter emphasised 
liquidity improvement especially in the secondary 
market. This he said can be done by enhancing 
market infrastructure through the legal and 
regulatory framework, improving the clearing and 
settlement system, establishing a repo market, 
market information disseminated on a timely 
basis and coordinating various stakeholders on 
discussing how the bond market can be developed. 
Dr. Atingi-Ego suggested using international best 
practices without negating Botswana’s unique 
circumstances. The unique points he cited are the 
surplus that disincentives domestic borrowing, that 
primary dealers not adequately making -market and 
the lack of diversity of tenures. 
On the second limitation of corporate bond market 
development, the presenter said it is dependent 
on how corporates nance their activities  are 
they borrowing from the banking sector instead of 
benchmarking from the yield curve to borrow from 
debt markets? He said stakeholders can discuss 
ways to address whatever impediments exist. 
Additionally, Dr. Atingi-Ego suggested seeking 
technical support from international organizations 
on various areas to develop the bond market in 
Botswana. 
 

onclusion
Given Botswana’s surpluses, the presenter argued 
that there is need for the country to continue 
accumulating foreign exchange reserves to 
cover the gap of foreign exchange earnings from 
diamonds once they are exhausted.  Should this 
be done, Dr. Atingi-Ego advised that the savings 
should not be run down. Rather, government should 
issue bonds to tap into private sector savings so 
that when diamonds are exhausted the country will 
have built a domestic debt market which support 
future and consistent borrowing requirements. 
He also advised on having more of domestic debt 
to minimise adverse effects that come with the 
“original sin,” as well as improving the frequency 
of issuances to avoid illiquidity and a fragmented 
market. These, he said, could assist with long 
term nancing of the private sector and assist 
government to address infrastructure gaps, in the 
process providing an enabling environment for the 
private sector to create obs for the bulging youth 
population.  
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Question and Answer Session

Questions: The questions were directed at Mrs. 
Boumah. What were the proceeds raised by the IFC 
bond issued in Botswana Pula used for? Second 
question  what is the IFC’s appetite to invest in 
corporate bonds in Botswana in Pula currency?

Mrs Boumah responds: 
To the rst question, she said the proceeds were 
disbursed as a loan to the Botswana Building Society. 
To the second question, she responded that IFC 
considers only primary investments for development 
impact. Secondary market is not their mandate. The 
IFC considers everything on the primary market  
bilateral loans, bonds or equities depending on issuer/
borrower needs or preferences. She mentioned 
that they have a treasury trading desk which buys 
sovereign debt to create liquidity in their portfolios. All 
investments no matter the type go through the usual 
IFC assessment process which takes six weeks to 
six months. She advised prospective issuers to give 
suf cient time for processing. 

Question: What could be done to increase foreign 
participation in the local bond market and what has 
been Dr. Atingi-Ego’s experience in the cited three 
peer countries?

Dr. Atingi-Ego responds:
On the peer countries, he said the number of foreign 
participants in the local markets including local 
currency bond market is high. On what could be done 
for Botswana to attract more foreign participation in 
the local bond market,   he cited a number of issues 
to be done: the size of the primary issuance, liquidity 

in the secondary market and role of primary dealers  
bringing in smaller investors who may be willing to 
invest lesser amounts than the minimum stipulated 
threshold  establishing active collector schemes  
bringing in contractual investors but if bond tenures 
are limited there is no way they can increase their 
participation, and lastly, ensuring that the market is 
liquid and the repo market is active. 

Comment: The commenter talked to increasing 
foreign participation in the local bond market. He 
corroborated Dr. Atingi-Ego on the importance of 
liquidity but also cited legacy issues of Botswana 
being a net creditor. 
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Mr. Mannathoko explained that upon reaching the 
fth anniversary milestone, the BBMA put together a 

publication to pro le the bond market in Botswana. 
Among some key ob ectives behind the publication was to: 
showcase the bond market evolution  highlight Botswana 
bond market achievements and those of practitioners and 
stakeholders  advocate against structural impediments 
hindering bond market development  and to enhance BBMA 
visibility. Among some notable achievements of the BBMA 
was a recent launch of the Association’s website in 2016. 
He acknowledged the team that put together the publication: 
Lorato Morule, Kwabena Antwi, Thabelo Nemaorani and 
Kopano Bolokwe. He also recognised the University of 
Botswana research team from their contribution.  
After sharing content breakdown of the publication, Mr. 
Mannathoko declared the publication of cially launched 
and encouraged the public to download it from 
www.bbma.co.bw and www.bse.
co.bw.

Launch of the BBMA 5th Anniversary 
Publication 

Mr. Ati Mannathoko 
Former BBMA Chairperson and General Manager, 
Alexander Forbes Asset Consultants
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MODERATOR

r  Tapologo otshubi 
Portfolio Manager and Director at Allan Gray 

Botswana 

PANELLISTS

r oemedi Phetwe 
Deputy Director, Financial Markets 

Department at the Bank of Botswana

r  ichael tingi go 
 Executive Director, Macroeconomic and 

Financial Management Institute of Eastern 
and Southern Africa (MEFMI)

r  lbin akou 
 Senior Investment Officer, Capital Markets 
Division at the African Development Bank

r  Neill rmstrong 
Sole Principal, Neill Armstrong Attorneys 

Abstract

The moderator shared some background 
to set the tone for the discussion. He said 
Botswana does not need to borrow funds 
but there are various good reasons why it 
should. He noted that the capital markets 
industry is concerned by this turn of events. 
P26 billion is the total outstanding in terms 
of government debt where P16 billion is 
foreign debt and the remaining P10 billion 
was borrowed domestically. Domestic 
pension funds, he said, take the lion’s share 
of the domestic borrowings at 85%. The need 
for investment opportunities by domestic 
investors is well in excess of the amount 
outstanding. The total amount of domestic 
debt outstanding represents only 5% of GDP 
and this has been the case for many years.  
In absolute terms,  he said, there has been 
marginal growth in government domestic 
borrowing from about P7 billion ve years 
ago to the current P10 billion, but in relative 
terms there is no change as the gure from 

ve years ago still represented 5% of GDP.

Panel Discussion 1
Funding Botswana’s Fiscus with Offshore Debt – Successes and Pitfalls
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Moderator: He asked Mr. Phetwe to explain 
government’s decision to borrow as much as it did 
from the domestic debt pool.   

Mr. Phetwe: Responding, he prefaced his presentation 
with an explanation that his employer, the Bank of 
Botswana, is the advisor to government and a scal 
agent for the government bond issuance program. 
Further, he explained that the policy agenda of 
government and borrowing decisions, however, 
rests with the Ministry of Finance. He shared an 
overview of the public debt pro le as follows: For 
FY2017/18 total investment amount outstanding 
was P2 .5 billion with 58% of the debt being 
foreign and the remaining 2% being domestic. For 
FY2006/07 the outstanding amount stood at P3.8 
billion with a 70/30 percent split between foreign 
and domestic debt. He reiterated the point made 
earlier that traditionally in Botswana borrowing has 
been low due to government scal surpluses but 
highlighted that actually the foreign/ domestic debt 
ratio is declining. He pointed out that 80% of the 
external debt is a loan from the African Development 
Bank (AfDB) and 90% of external debt is US dollar 

denominated. He said government opted for foreign 
debt because it was on concessional terms with 
longer maturity. Government debt went up during 
FY2008/09 due to the global economic crisis where 
government borrowed to support its activities. He 
acknowledged exchange rate risk that comes with 
external borrowing and reiterated the importance 
of developing local debt markets as Botswana 
is no longer eligible to borrow on soft terms from 
multinational development institutions due to its 
upper middle income earning status. Recognizing 
this risk, government has put a cap on the portion 
to be contributed by external debt to the total 
outstanding amount and has made a commitment 
to develop the local debt markets. All these are 
expressed in the Mid-Term Debt Management 
Strategy 2016 – 2019.  He cited comparative 
studies which concluded that Botswana has the 
least developed bond market and has the fewest 
bond maturities in issue. He also referred to an 
International Monetary Fund (IMF) study carried 
out in the Netherlands, Norway and Singapore 
which demonstrated that to develop a reliable yield 
curve that can be used as a price benchmark, a 
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bond market of around 15% of GDP is necessary.   
Botswana’s bond market accounts for only 6% 
of GDP. Moreover, he cited Singapore which 
like Botswana ran balanced budgets but issued 
bonds accounting to about 25% of GDP in order 
to develop their bond markets. Mr. Phetwe 
said the main challenge for the country is the 
inadequate supply of debt instruments from both 
government and non-government issuers. When 
issues are made, institutional investors buy and 
hold resulting in low liquidity, limited turnover and 
an undeveloped market. . 

What is the Bank doing to reverse this scenario?

Mr. Phetwe highlighted a number of initiatives 
among them: government continues to make a 
case for an expanded borrowing program  working 
towards a new three year debt management 
strategy which provides an opportunity to review 
current caps in terms of the domestic note 
program of P15 billion and the limit of stock 
to 6% of GDP annually  introduction of a bond 
buyback program as a liability management tool  
enhancing market infrastructure through the 
establishment of the single Central Securities 
Depository (CSD) working with the Botswana 
Stock Exchange (BSE).

Moderator question: He asked Mr. Phetwe to explain 
details of loan on concessionary terms to which 
he responded the loans are issued at below 
market rates.  The moderator asked if the loans 
came with other pegs like technical assistance 
and asked the AfDB of cer, Mr. Kakou to clarify.

Mr. Kakou responds: He explained that Botswana as 
a middle income economy gets preferential rates 
from the AfDB. He pointed out, however, that 
their nancial resources are not in nite and will 
come a time when they will not be available. He 
said they invest in capacity of the country organs 

like debt management of ces, central banks and 
stock exchanges for sustainability purposes. 

Moderator question: He asked if government focused 
only on low rates for its borrowing decisions and 
negates secondary bene ts that could accrue 
from borrowing domestically and developing 
local capital markets in the process.

Dr. Atingi-Ego: He made two comments: The rst 
one he said contractual investors need an 
avenue to invest their funds in order to meet their 
future obligations. In the absence of facilities like 
bonds, they will go to real sectors like property or 
equity markets and this will hike asset inflation. 
The second comment he expressed concern 
about demographics saying the youth bulge 
given lack of employment opportunities could 
lead to social unrest. He suggested development 
of local capital markets which can facilitate 
private sector development through long term 
borrowing to arrest high rates of unemployment.    

Moderator question: He asked Mr. Armstrong about 
his observations having chaperoned many bonds 
to the market.. 

Mr. Armstrong responds: He decried a lack of mature 
companies in the pipeline to make use of 

nancing instruments including bonds. 

Moderator question: He asked Mr. Kakou to share 
his experiences on innovative ways that 
governments in other parts of Africa employ to 
raise funds from domestic capital markets. 

Mr. Kakou responds: The main innovation he cited 
was issuing Diaspora Bonds. He emphasized 
investment in raising awareness and increase 
in transparency as international investors have 
limited knowledge about African capital markets.  
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Commenter 1: He lampooned market participants for 
their expectation for borrowers to lead the way. 
The commenter wondered why there is still no 
market maker in the local bond market yet there 
are illiquidity complaints. He gave an example of 
a corporate entity that went to a commercial bank 
to raise P300 million at a rate far exceeding what 
the capital markets would have offered. This he 
blamed on market participants failure to sell capital 
markets as another debt instrument the business 
sector should explore. . 

Question: To encourage more local participation 
in the bond markets, can Botswana emulate the 
Kenya innovation of Mpesa bond issuances?

Mr. Kakou responds: He said the Mpesa issuance was 
not the success it may be touted to be as there 
was no liquidity in the secondary market. It can be 
tried not to encourage local participation rather as 
a nancial inclusion measure.  

Moderator: He added that Kenya issued an 
infrastructure bond with the incentive of tax free 
yields. He placed the bond as innovative because 
not only does it raise funds for a speci c activity 
but it also gives incentives for participation by both 
institutional and retail investors. He invited more 
comments from the panel.

Mr. Phetwe: He shared starlight facts: Botswana 
issued bonds for capital markets development 
in 2003 with 15 issued to date. Of the 15, eight 
have matured and seven are in issue. Initially he 
said they issued shorter term bonds but long term 
bond issuances are on the increase. He cited as 
examples BW11 – 15 years, BW12 – 20 years and 
BW15 – 25 years. He said they have moved from 
semi-annual to quarterly issuance and that they are 
considering monthly issuances. He mentioned that 
the quantum of issuances has also increased with 
P1.7 billion worth of issuances in 2007 to P11.3 
billion in June 2019.

Mr. Armstrong: He decried lack of viable end users of 
the funding. He said there is competition for debt 
markets from commercial banks which advantage 
is the 15% withholding tax charged on bond interest 
which is not the case with bank loans. He also noted 
that SMMEs are not attractive to issue bond notes. 
He suggested that nancing institutions could 
establish Special Purpose Vehicles (SPV) which 
they can use as intermediaries to raise bonds then 
place funds in smaller quantities to SMMEs. 

Moderator: Closing, he said there were a lot of 
learnings to take away and implement and hoped 
that in the next conference positive results will be 
reported. 

Discussion 

Driving Africa’s Bond Market Development 
Mr. Albin Kakou  
Senior Investment f cer- Capital Markets Division, African 
Development Bank (AfDB)

Mr. Kakou shared what the African Development 
Bank (AfDB) is doing to develop bond markets 
on the continent. He explained that the Bank has 
built a network of liaison of cers who are placed in 

central banks and ministries of nance. The of cers 
send data back to the Bank on a monthly basis on 
bond issuances in their markets. From this, Mr. 
Kakou said, they built a comprehensive database 
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presented at Figure 5 below:

Figure 5: Total issued amount and outstanding 
amount of LCY Bonds (US$ Billion)

He explained that the chart demonstrated 
growth in local currency bonds with bond 
amounts issued having risen from US$97 billion 
in 2006 to US$2 5 billion in 2017. He applauded 
the growth saying it eliminates foreign exchange 
risk associated with external nancing. 

He pointed out that in terms of maturity  it’s still 
skewed towards the short term. He said roughly 
80% of issuances are below ten years and 
added that only 1  countries on the continent 
have such issuances. Eight of the 1  countries 
he pointed out have double digit yields.

Challenges

He shared the following challenges: 1) Yield 
curves in most countries do not extend above 

ve years which makes pricing of securities 
dif cult  2) In most instances governments do 
not issue regularly so there is no consistent 
borrowing program. He explained that the Bank 
is assisting Debt Management Of ces to revise 
debt management policies. He assured that 
many countries and not only Botswana have 
shallow and illiquid bond markets  3) In some 
countries settlements are done manually and as 
a remedy, he said the Bank provides technical 
assistance and grants for countries to automate 
Central Securities Depositories (CSDs)  and 

) In other countries the investor base is not 
diversi ed as corporate listing requirements are 
prohibitive and companies do not raise capital in 
those markets.    
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African Development Bank (AfDB) Intervention to Develop Local 
Currency Bond Markets

1.African Financial Markets Initiative

The presenter said the initiative was driven by two 
pillars: 1) African Financial Markets Database which 
platform he said will go live on the Bank’s website 
soon  and the 2) African Domestic Bond Fund. 

The idea behind the database was to create an index 
with Bloomberg in 201  for purposes of giving local 
currency bond markets visibility. The index is called 
the African Bond Market Index (ABABI). He said the 
index has been growing steadily with more countries 
being included. The criteria for inclusion is liquidity of 
the bond market and the way Bloomberg describes 
liquidity, according to Mr. Kakou, is  for each of the 
bonds in different markets to have at least two to 
three different pricing sources on the tender. He 
explained that Botswana is among countries that 
make the index. The index captures 70% of African 
local currency bond markets. 

On the African Domestic Bond Fund (ADBF) which 
is listed as an Exchange Traded Fund (ETF), the 
presenter explained that it was established to address 
investor concerns of: liquidity, access, transaction 
costs, regulation and risk. So, the fund was launched in 
September 2018 to create an investment vehicle that 
will transcend different economies. It is independently 
managed by the Mauritius Commercial Bank (MCB) 
and is listed on the Stock Exchange of Mauritius. 
The fund’s performance since inception has been 
impressive with a 1 % yield to maturity in US dollar 
terms which outperforms other ma or asset classes. 
Figure 6 below summarises the fund’s performance:

Figure 6: ADBF year to date performance

Mr. Kakou mentioned that they are currently working 
for ADBF to operate inter-state so that institutional 
investors whose off shore investment amounts have 
been capped can bene t. 

2. African Development Bank Technical Assistance Programs

According to the presenter, the bank has a number 
of initiatives to build capacity: 1) Support to primary 
dealers to revise their dealer frameworks  2) Capacity 
building for central banks to produce decent yield 
curves  3) Training on regulatory frameworks and ) 
Publications. The Bank has published a yield curve 
guide book and a publication on the African Bond 
Markets Development Index. 

He highlighted that capital market development 
technical assistance is capital intensive and 
hence they have developed the Capital Markets 
Development Trust Fund which will be launched soon. 
It will be supported by foreign donors. Its operations 
will be guided by two pillars: 1) Building capacity of 
stakeholders  and 2) Knowledge management.

3. Investment Operations of the AfDB        

The presenter said the Bank will invest US$25 million 
into the ADBF and USD$10 million onto the African 
Local Currency Bond Fund (ALCBF). The latter 
fund is similar to the ADBF but focuses only on the 
corporate sector. It will also provide a partial credit 
guarantee facility to enable InfraCredit to expand its 
local currency bond guarantee operations. InfraCredit 
is an investment rm in Nigeria which provides 
guarantees for infrastructure bonds. Finally, the bank 
will invest US$10 million into the Africa Financial 
Sector Deepening Fund which mandate is to oversee 
the development of capital markets on the continent.  

4.AfDB Treasury Operations: Local Currency Solutions

The presenter explained that the bank issues bonds in 
local currencies to borrowers to protect them against 
foreign exchange risks.  At the moment, eleven such 
bonds are in issue and this is proving to be a best 
practice. He shared an observation that in terms of 
pricing, local currency bonds are priced 200 bps below 
their foreign currency counterparts. US$80 million 
worth of local currency bonds have been issued since 
2015. 
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Way Forward

The presenter emphasized the multiplicity of 
stakeholders in the bond market development. He 
shared the Bank’s strategy for the development of each 
one of them. Figure 7 below summarises the strategy:

Figure 7: Way forward for the development of African Bond Markets

Question and Answer Session

Question 1: Globally, funding the diamond industry is 
dif cult and Botswana is no exception. What could 
be done to open up the diamond industry using bond 
markets as a catalyst?  

Question 2: The AfDB bond fund seems skewed towards 

sovereign issues  can’t the Bank lobby respective 
sovereign entities to decentralize their economic 
planning in order to bolster the issuance of municipal 
bonds such that these entities guarantee rather than 
issue one single sovereign bond for unspeci ed 
pro ects?

Mr. Kakou responds: On sovereign nature of the bond fund, 
he said the ADBF was purely a sovereign fund with 
an ob ective to support the development of the local 
currency yield curve. However, the bank has been 
approached by African Municipalities Association 
and they are looking into establishing a bond fund for 
municipalities. 

On the question about raising funds for the diamond 
industry, Mr. Kakou rst checked if a diamond company 
corporate bond existed in the country and was told it 
does not. He offered a number of suggestions: 1) Work 
with NBFIRA to make speci c sector allocations to 
unlock local currency nancing to diamond companies  
2) Attract investors by providing guarantee for issued 
local currency bonds  and 3) Create a thematic 
diamond bond fund to mobilize nancing.  

Question 3: What is the possibility of AfDB doing what 
IFC did with BBS to assist Botswana Development 
Corporation (BDC) which is looking to raise a 
signi cant amount of money using the local currency 
bond mechanism?

Mr. Kakou responds: The Bank could use the suggested 
mechanism especially that Botswana is an attractive 
market. The problem with the BDC was failure to 
provide decent underlying portfolio of transactions of 
how the funds were going to be invested.  
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The underpinning statement is 
that SOEs are dependent on state 
subventions. How can SOEs access 
the bond market to wean themselves 

of government support and what role should 
government play to facilitate this. 

Panel Discussion 2
Fostering State Owned Entities (SOEs) Access to Bond Markets – What is the 

Business Case for SOEs Accessing Local Bond Markets?
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Mrs. Tibe:   The panellist works for an SOE and 
their organization has raised funding before on 
the bond market. The moderator asked her what 
impediments there are, if any, in raising public debt. 
She started with an overview of the BVI citing their 
mandate as production of Foot and Mouth Disease 
(FMD) vaccines for domestic and export markets. 
In 1985, the BVI was appointed a regional reference 
laboratory for the Sub-Saharan Africa region, a 
status the BVI maintains to date. Through the 
excellence of the BVI in production of the Peste Des 
Petits Ruminants (PPR) vaccine, it was appointed 
OIE Vaccine Bank for Africa in 2013. In 2018, the BVI 
was appointed European Commission PPR Vaccine 
Bank. All the achievements were used to drive 
home a point that a good pro le of the company is 
attractive to investors.  
Responding to the moderator’s question, she 
acknowledged that indeed there are impediments: 
1) Statutes where some SOEs are structured to be 
dependent on government subvention. She pointed 
out that some which are structured to operate 
commercially have failed and hence depend on 
government subvention. She emphasized that 

the BVI has since inception never depended on 
government subvention  2) Sharing her experience, 
she spoke to the complex nature of floating a bond 
and suggested it could be an impediment for SOEs 
to raise capital on the bond market  3) She alluded 
to a lack of internal capacity within the SOEs to 
issue a bond as the process is highly specialized  ) 
Most SOEs do not have strong balance sheets  and 
5) Lack of local expertise to issue a bond. 
She shared that the BVI issued two bonds with varied 
characteristics  they were competitively priced, one 
was medium term and the other long term, one 
was xed rate and the other had a variable rate. 
She concluded by stating that from the government 
end there are no impediments and the government 
is supportive of the SOEs raising funding from the 
bond market. 

Moderator question:  What is the cost bene t for 
maintaining prices as the BVI within the bond 
market?
Mrs. Tibe responds: She said issuing a bond was the 
cheapest form of funding at the time. She gave a 
comparison  around the same time the bond was 
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issued the BVI had issued non-convertible preference 
shares at the rate of 1 % but with the bond, they 
raised P70 million at 11.23% xed rate. The prime 
rate at the time, she added, was 1 %. 

Mrs. Clair Mathe-Lisenda – Managing Director, IPRO

Based on points raised of balance sheet strength 
and statutes, the moderator asked her to contribute 
as an asset manager from an investor perspective 
how these could be an impediment for SOEs to raise 
funds in the debt market.

Responding, Mrs. Mathe-Lisenda said that SOEs are 
founded through Acts of Parliament which do not 
inhibit SOEs from borrowing if they need to. This, 
however, has to be done with approval from their line 
ministry. She noted that the process gets complex 
when the SOEs need guarantee from government 
due mainly to their weak balance sheets but this 
would make them attractive to investors. In this 
instance approval has to come from Parliament.  On 
the question about what structures the SOEs could 
exploit to access bond markets, she suggested 
inflation-linked bonds. She said there was nothing in 
the legislation that governs the SOEs to stop them 

from accessing funding through the bond markets. 
Moderator question: What would investors like to see 
that would make SOEs attractive?

Mrs. Mathe-Lisenda responds: She said asset managers 
have to exercise duciary responsibility before 
handing out cash to determine that there is an 
investible case. So, she said a normal investment 
process will ensue like looking at the strength of 
the balance sheet and quality of earnings. In her 
experience, the SOEs are sensitive to pricing where 
if the investor is willing to take the risk of nancing 
them, they are usually not in a position to pay 
premium in terms of interest rate
Moderator follow-up question: How do the SOEs then 
balance their commercial and social roles?

Mrs. Mathe-Lisenda responds: Investors have to conduct 
due diligence to determine if there is a good 
investment case before issuing any funds. To help 
SOEs raise funds in the debt market, she suggested 
a special vehicle that government once established 
to securitize loans given to SOEs. This, she said, 
could make SOEs especially the ones with weak 
balance sheets attractive to investors. 
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Ms. Khan: The moderator asked her if there is any 
role government could play to foster SOE access 
to debt capital markets from a legal and regulatory 
perspective. 

Responding, Ms. Khan said most statutes are old 
and need to be revamped. She said however nothing 
in the statutes prohibits SOEs from accessing debt 
capital markets but new legislation is needed to 
afford them to operate in a more commercial manner. 
She shared best practices from the developed world 
that reconciles the commercial and social roles of 
SOEs. As an example, she suggested separation of 
accounts where there are different sets of accounts 
for the commercial and social roles of the SOEs.  
Also, she suggested, government can support these 
overtly through legislation and in other ways like, for 
example, looking at the board appointments in SOEs. 

Moderator question: Should government then state in the 
pieces of legislation their selection criteria and the 
quali cations they need for board appointees?

Ms. Khan responds: She said it can be done in a variety 
of ways and not only through legislation. She 
suggested a policy directive to move towards more 
commercially driven principles by for example 
allowing board appointments to be sub ect to a 
nominations committee as is the case in the private 
sector. She suggested also continuing training and 
commercial awareness for the boards.    

Mr. Kgosidintsi: The moderator asked him if it is possible 
for SOEs to leverage on Botswana government’s 
favourable credit rating to appeal to investors. 
Mr. Kgosidintsi responded in the af rmative. He cited 
as an example the Botswana Power Corporation 
(BPC) which had a P11 billion capital expenditure 
requirement as part of the national energy security. 
Multiple investors were interested in funding the 
pro ect purely on the strength of the backing from 
Botswana government. 

Moderator question: Given that most SOEs rely on 
government subvention, is there any opportunity 
cost for government in nancing its SOE?

Mr. Kgosidintsi responds: He said there was an opportunity 
cost. He used the corporate organization he works for 
which has a footprint in 11 countries as an example. 
Its subsidiaries are capitalized from the centre when 
the businesses are set up and they prefer borrowing 
from the centre because it’s cheaper.  With the 
introduction of transfer pricing, cost of borrowing 
from the centre is going to be higher and they will 
have to look at debt capital markets as an alternative. 
Similarly with government and SOEs, should 
concessional borrowing be taken away, the SOEs will 
have to look at the debt capital markets for a cheaper 
borrowing alternative. 

Moderator question: He asked if there are any lessons 
for Botswana from his experience working on bond 
issuances internationally.   
Mr. Kgosidintsi responds: He said the key consideration 
was bankability and cited the BVI as a clear example. 
He said it raised funds from the debt capital markets 
because it was bankable.  

Without questions from the audience, the moderator 
closed the discussion. 
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Mr. Modarrisi : 
The moderator 
asked him to give 
an overview of the 
credit markets in Botswana 
covering highlights, players and 
regulation. 

He opened by highlighting that the 
Botswana bond market is characterized by 
limited supply and high demand. Primary market, 
he explained, is dominated by government bond 
issuances. On the credit side, he said there is more 
preference for credit given the flat term structure 
of interest rates. This, he said, also demonstrated 
the drop in bond yields over time which reflects 
lower inflation rate. In the secondary market trading 
remains limited both for government and the 
corporate sector.  Issues still reflect more on the 
credit side mainly banks issuing notes with short 
term maturities. Focus has been around the mid-
point of the curve at 10 years. All in all he said there 
are opportunities for development. In government 
the curve has extended to 25 years. Players he said 
include investors, issuers, debt advisors, regulators 
and other stakeholders

Moderator question: Would you say that there is an 
untapped opportunity on the credit space that 
could potentially be above what the issuance of 
government is at the moment?

Mr. Modarrisi responds:   He said it is driven on the 
credit side by issuer’s appetite and cost. It is also 
driven by using internal funds versus borrowing or 
tapping into the bond markets. A lot on entities, he 

observed, 
look to banks 

for borrowing 
rather than the 

bond market.  
Mr. Osman: Given that 

the panellist is a dealer, 
the moderator asked him 
who the primary dealers are and 
how they tie in with the role of the central 
bank.

In the Botswana market he said there are four 
primary dealers  Stanbic Bank, Barclays Bank, 
Standard Chartered Bank and Banc ABC. He said the 
market remains open to add to the list and added it 
would be ideal to have more players given that there 
are nine commercial banks operating in Botswana. 
He explained that as primary dealers they work 
with the agent being the central bank. The central 
bank approaches the primary market with a list of 
funding needs and how government intends to go 
about it by articulating different tenures that go 
into each particular bond auction, the quantum and 
more. The primary dealers would then communicate 
into the market, largely the asset management 
fraternity being the largest uptake of these entities, 
but also small retail investors and the insurance 
industry. Then these industries bid for the assets in 
a transparent process through the primary dealers. 
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Moderator question: He asked him to focus on the 
role of primary dealers particularly how active 
they are.

Mr. Osman responds: He said that they are not as 
active as they could be due to several limitations 
among them more demand than there is supply.  
More issuances and regular issuances, he 
suggested, can increase primary dealer activity.

Moderator question: He asked if there are low 
hanging fruits in terms of improvement in the 
process.

Mr. Osman responds:  He said the process has been 
re ned over time including automation which 
has increased ef ciency. Additionally, he said 
increasing issuances, appealing to offshore 
investors to diversify the pool of investors, 
constant engagement among all the players and 
shared feedback would improve the process. 

Moderator question: He directed the question at 
all panellists. He prefaced the question with 
an observation that governments’ issuance of 
bonds usually hovers around 5% of GDP and 
asked if there was a limit to how much can be 
issued. 
Dr. Mbo responds: He said the Bank of Botswana 
of cial among the aHe said the Bank of Botswana 
of cial among the audience was better placed 
to answer. He, however, contributed that there 
is a gure that speaks to total borrowing and 
includes total guarantees. This gure, he pointed 
out, is split between foreign and local currency 
borrowing which gure he said is 20%. He said 
if government issuances are at 5%, there is 
opportunity for more issuances. He also spoke 
of ticket sizes of the few issuances being made 
and suggested a relook at the ticket sizes and 
spread more issuances across various tenures. 

Moderator question:  He asked the Bank of Botswana 
of cial to respond to the question at a later 
stage during the question and answer session
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Dr. Kone: The moderator asked the panellist to give 
an overview of what the Risk Free Yield Curve is, its 
function, its shortcomings and what can be done to 
improve them. 

Dr. Kone described the yield curve as the backbone 
of bond markets which is also important for their 
development. In terms of what it is, he de ned it 
as the relationship between yields and maturities 
of bonds. With government bonds where yields 
correspond with maturity valued then the curve 
becomes risk free as the risk of default from 
government is low when compared to corporates. 
He said it is important because it is responsible 
for yields seen in the market. The yield curve gives 
sensible information about markets and it is used 
extensively for the pricing of other assets such as 
corporate bonds and derivatives if the yield curve is 
solid. He mentioned that it is influenced by inflation 
and the demand and supply condition in the market. 

Moderator question: What are some of the main 
challenges of the yield curve that affect its 
robustness to yield bene ts already alluded to. 

Dr. Kone responds: He said there is insuf cient trading 

in the secondary market to refresh the yields and 
illiquidity in the market. He suggested issuance of 
benchmark bonds and more regular issuances as 
a remedy.    

Moderator question: He asked Dr. Kone to explain the 
benchmark bonds he alluded to.

Dr. Kone responds: He said they are speci c popular 
bonds on the yield curve. As an example he cited a 
10 year bond that is refreshed frequently. The other 
example he used was that of a yield curve that runs 
from 6 months to 2  years which he suggested 
should be populated to make sure that there are 
particular issuances and regular maturities that 
people can assess in terms of price and liquidity.

Moderator question: He asked Mr. Modarrisi about 
what caused lack of liquidity in both government 
and corporate bonds and what he thought was the 
remedy. 

Mr. Modarrisi responds: He cited limited supply and the 
disconnect between supply and demand as key 
causes. On remedies he suggested more frequent 
bond issuances, transmitting information from 
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investors to issuers and a more active market-
making role.  
Moderator question: He asked Mr. Modarrisi if he ever 
experienced other challenges trading bonds.
Mr. Modarrisi responds: He mentioned cost which 
he said is a disincentive for investors to trade 
and a disincentive for primary dealers to invest 
resources in making the trade. . 

Moderator question: He asked Dr. Mbo to contribute 
to the issue of lack of liquidity.

Dr. Mbo responds: He acknowledged the problem 
and that it has been existent for a long time. He 
said the solution lies on the type of demand. He 
decried the level of understanding of the bond 
as an asset class saying there is information 
asymmetry between the investors and issuers. 
He noted that bonds in the Botswana market are 
led by needs of investors rather than those of 
issuers. On the issue of costs he said they may 
remain the same but when a bond is issued from 
an issuer perspective the costs are capitalized. 
He emphasized the need for information flow 
from investors to issuers saying it can open up 
supply. 

Moderator question: He directed the question at Dr. 
Mbo: Is there appetite from foreign investors on 
local bonds?

Dr. Mbo responds: He said there is suf cient foreign 
investor appetite. He cited a deal he was a part 

of to raise P8 billion and a large part of the funds 
came from foreign investment. The problem he 
said is the shortage of securities to invest in. 
The A rating of the country makes it attractive to 
foreign investors..  

Moderator question: He directed the question at 
Mr. Modarrisi. Having managed money in 
urisdictions that are not linked to Botswana, 
what reasons would turn away investors from 
Botswana? 
Mr. Modarrisi responds: He said credit rating worked 
against Botswana on a yield search perspective.
Moderator question: He asked the panel and the 
larger audience two questions: 1) BOBCs and 
T-bills, should government be issuing both or the 
focus should be on ust one? and 2) Between the 
BSE and BoB, who should be the government’s 
bond agent?

Mr. Phetwe: The central bank of cial referred the 
question on government’s bond agent to the 
BSE. Responding to the limit on investment as a 
percentage of GDP, he said there were two limits 
that needed review  1) P15 billion note program 
which was approved by parliament which he 
said they are fast approaching, and 2) stock 
limit of 6% of GDP per annum. He explained that 
government adopted this to limit interest costs. 
He suggested 15% as a proportion to GDP having 
shown effectiveness in other markets. 

The moderator closed the discussion.
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Closing Remarks 
Mr. Thapelo Tsheole
Chief Executive f cer  
Botswana Stock Exchange 
(BSE)

Mr. Tsheole applauded event organizers for a ob well 
done. He acknowledged event sponsors  Botlhole Law 
Group and Allan Gray Botswana. 

Responding to the question of SMME participation in the 
stock market posed earlier during panel discussions, he 
told the audience about the Tshipidi SMME Programme. 
He said the programme selected 20 companies for 
mentorship by the BSE to prepare them for possible listing 
in the future. 

He decried the prevalence of unlisted bonds in the bond 
market, especially those into which pension funds have 
invested, saying there are no statistics in terms of pricing 
and records. He said these securities are estimated 
to be worth around P  billion which is signi cant. He 
encouraged bond issuers to register their bonds with the 
Central Securities Depository (CSD) for record purposes.  

He highlighted that the BSE plays a crucial role in the 
development of the bond markets not only in Botswana 
but also in the Southern African Development Community 
(SADC) region and Africa as a whole. He mentioned that 
they chair the ASEA Market Development Working Group 
responsible for capital markets development in Africa. He 
acknowledged the cooperation they get from the Bank 
of Botswana and encouraged the central bank to involve 
stakeholders in the review of the Debt Management 
Strategy.   

Responding to a question about who between the stock 
exchange and the central bank should be government’s 
bond agent he said it was not the stock exchange’s 
mandate to be the agent of government rather it is 
the central bank’s role to be the issuer of government 
securities. Their role, he explained, is to list the bonds on 
the platform to trade. He added that he sits in the Executive 
Committee of SADC Stock Exchanges and that they have 
successfully convinced ministers of nance and central 
bank governors that centralization of bond trading should 
be priority among SADC stock exchanges. 

In closing, he thanked conference participants for their 
attendance.
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