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1. INTRODUCTION
1.1

CONTEXT OF THE REPORT

Mozambique is poised to become a major exporter of liquified natural gas (LNG) with significant natural
gas resources discovered in north-eastern parts of the country between 2009 -2011. Around 150 - 180
trillion cubic feet (Tcf) of proven natural gas reserves were found in two adjacent blocks, Area 1 and
Area 4, in the offshore Rovuma Basin off Mozambique’s northern Cabo Delgado province (see Figure 1).
According to estimates, the gas finds are enough to fuel South Africa for 150 to 200 years on its own1.
With such discoveries, Mozambique becomes the third largest holder of natural gas reserves in Africa
(after Nigeria and Algeria) and twelfth globally2. Mozambique gas finds have the potential to be a true
game changer, delivering significant economic benefits not just in Mozambique but throughout SubSaharan Africa (SSA) by unlocking various supply chains, ultimately benefitting producers, consumers
and governments.
In the case of Mozambique, the long-term economic growth rate is estimated at 7 percent per annum,
peaking at 11.5 percent in 2024, stimulated by activity in the oil and gas sector. Exponential growth is
forecast in investment inflows in the next decade mainly through the LNG sector together with relatedservices and infrastructure. In addition, substantial revenue for government is expected with income
from profit tax, profit share and corporate tax. Revenues from these projects can transform the economy
and lives of Mozambicans, specifically in ensuring sustainable development and poverty reduction.
Figure 1: Area 1 and Area 4 Natural Gas Development Area

Figure 1: Area 1 and Area 4 Natural Gas Development Area

Source: Mozambique LNG
Given its geographic position, good bilateral relations and competitive advantage in construction
and manufacturing capabilities, South Africa (SA) is well positioned to participate and contribute to
the development of LNG investments. For the next five to ten years, opportunities for South African
exporters/contractors and investors will be driven by the construction of three key LNG projects: Coral
FLNG, Mozambique and Rovuma LNG. The LNG development plan includes LNG storage tanks,
condensate storage, multi-berth marine jetty, and associated utilities and infrastructure.

6

Moreover, Mozambique’s Natural Gas Master Plan (NGMP) prioritises the development of electricity,
gas-to-liquids, chemicals and fertiliser plants – all areas where SA has proven expertise. Based on the
country’s ability to develop and commercialise technology at scale, including power generation from
gas, SA will be an important partner in the implementation of the Master Plan.
Indirect as well as induced or economy-wide opportunities are also expected to arise further
downstream. Therefore, this study will unpack opportunities for exporters and contractors, particularly
in engineering, procurement and construction, as well as project financiers and investors, that will
arise in Mozambique as a result of the LNG sector. The research will focus on how SA exporters and
investors can position themselves to take advantage of an economy that will experience exponential
growth with capex injection of well over USD 100 billion in the next ten years as illustrated in Figure 2
below.
Figure 2: List of LNG Projects and Expected Timelines

Source: Fitch Solutions Database and Standard Bank, 2019 and ECIC calculations
1.2 SECURITY ISSUES
Security remains a concern in the north-eastern region with some companies imposing travel restrictions.
This may be a hinderance to small businesses and increases the cost of doing business. However, it
should be noted that the Mozambican government is working with the international community and
project sponsors in bringing stability to the area. GoM is firming up a security plan to ensure stability
and garnering financial and technical support from partners invested in the success of Mozambique.

Export Credit Insurance Corporation of South Africa SOC Ltd
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2. INVESTMENT TRENDS IN MOZAMBIQUE

Mozambique is an important destination for foreign direct investment (FDI) in Southern Africa due to its
abundant natural resources, access to coastline and close proximity to the second largest economy in
Africa. Regarding regional inflows, Mozambique accounts for the second highest FDI inflows, averaging
inflows close to USD 4 billion per annum. Recent FDI activity has centered on the discoveries of vast
coal and gas reserves, resulting in an FDI boom between 2010 and 2013, with major investments in
extraction industries and supporting infrastructure (railways, ports and roads) see Figure 3.
FDI peaked at USD6.2 billion in 2013 but declined significantly, reaching only USD3.87 billion in
2015. The downward trend continued in 2016 to USD3.09 billion mainly due challenges faced by the
major investor countries, a slump in global commodity prices, specifically coal and aluminium, and
Mozambique’s sovereign debt crisis.
Renewed confidence from investors after several interventions by the IMF and reforms implemented by
the Government of Mozambique (GoM) saw FDI inflows rising once again for the first time in five years
amounting to USD2.7 billion in 2018, from USD2.3 billion in 20173. Furthermore, exponential growth
is forecasted in investment inflows over the next decade mainly through the LNG sector together with
related-services and infrastructure.
Figure 3: Net Foreign Direct Investment (US$ bn), 2008 -2024

Source: UNCTAD, World Investment Report (2019) and IMF Article IV (2018)

10

2.1

SOURCES AND USES OF FDI

The FDI surge has been mainly on the back of large scale investments in industrial and extractive
industries, also referred to as megaprojects. The first wave of megaproject investment came from
the construction of aluminium smelter projects (Mozal I, II & III) and the gas pipeline. Megaprojects
represented an average of 60 percent of total FDI inflows between 2014 and 2018. As anticipated,
foreign investors have been primarily interested in the country’s mining and quarrying sector which
accounted for almost two thirds of total FDI over the past 4 years. Construction and infrastructure
investments also averaged 17 percent of inflows. Whilst, the financial and business services industry
attracted a tenth of inflows in the 4-year period (see Figure 4).
Figure 4: FDI Inflows by Country of Origin (2014-2018) and Sector (2015-2018)

Turkey

Source: APIEX, 2019 and ITC INVESTMENT MAP
Between 2014 and 2018, the United Arab Emirates (UAE), Republic of China, South Africa and Mauritius
accounted for the bulk of FDI flows to Mozambique. According to the Agency for Investment and Export
Promotion (APIEX), United Arab Emirates investment level approved by GoM reached over USD1 billion
between 2014 and 2018, with 20 companies spread across energy, logistics and real estate.
The Republic of China has more than 100 companies conducting business in Mozambique. Investments
are mainly directed into the following industries: automotive; agricultural; construction work;
manufacturing and extractive. Chinese firms operating in the construction sector have successfully
built several key infrastructures including the Maputo-Katembe bridge, the national stadium, and the
Maputo ring road amongst others4.

Export Credit Insurance Corporation of South Africa SOC Ltd
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South Africa has been a key source of FDI with a well-diversified portfolio in Mozambique. SA companies
have a stake in five of eleven megaprojects including the Mozal aluminium smelter plant and Sasol’s
gas pipeline. In addition to these high profile investments, South African FDI has also been channelled
into projects in various sectors most notably tourism and agribusiness5.
Mauritius has been another dynamic source of FDI as investors take advantage of several bilateral
agreements, including the Double Taxation Avoidance Agreement (DTAA) and the Investment Promotion
and Protection Agreement (IPPA) with Mozambique. Mauritian investors are already well present in
Mozambique in areas such as agricultural production, marketing, infrastructure construction, logistics,
professional training, consultancy services and new technologies.

12

ISHED IN 2
00
ABL
1

IN

TH

AF

RI C

IT
E X PO R T C R E D

A S OC L T D

T
ES

SO

U

S

U
RA

NC

EC
OR

N
P OR A T I O

OF

3
MACROECONOMIC
IMPACT OF
INVESTMENT FLOWS

Export Credit Insurance Corporation of South Africa SOC Ltd

13

3. MACROECONOMIC IMPACT OF INVESTMENT FLOWS
Megaprojects are an important locomotive for economic growth, structural transformation and social
benefit. Through their large investment injections into the economy, megaprojects generate substantial
multiplier effects throughout the economy. They facilitate technology and knowledge spill overs and
help link domestic firms to regional and global value chains6. They also attract foreign investments in
ancillary sectors (related to megaprojects) as well as other medium and smaller projects through the
expectation of higher incomes and therefore diversifying the economy7. Moreover, megaprojects can
generate major fiscal contributions for government finances (fiscal linkages), i.e. taxation or profit
sharing. If used effectively they contribute to relief on the debt burden and improve infrastructure
and industrial production. In the case of Mozambique, current projections, indicate that government
revenue from Area 1 and Rovuma gas projects would amount to between USD35 billion and USD63.6
billion, depending on the oil price8.
While some of the megaprojects do not create direct jobs, given their capital and technological intensive
nature, they generate significant indirect and induced employment through inter-dependencies
between industries, for example in construction of infrastructure and service facilities, enabling local
firms supplying goods and services (see Figure 5).
Figure 5: Potential Labour Multiplier from Natural Gas Investments
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LNG projects are expected to have a multiplier effect via various channels in Mozambique. First, the newly
created jobs are likely to increase local income, and in turn, demand for local goods and services. For
example, the local and expatriate employees might increase the demand for local agricultural produce
such as fruit and vegetables, as well as for services such as housing, restaurants and bars. This will
present indirect export and investment opportunities for South African companies. Secondly, backward

14

and forward linkages between multinationals and local firms might increase the demand for local
goods and services. Newly arrived multinationals might demand services such as catering, driving and
cleaning services, as well as services from local law firms and consultancies that are more experienced
with the economic and legal environment. These will present further opportunities9.
Megaprojects also create opportunities to develop local skills through training and on-the-job knowledge
transfers (knowledge linkages). As prescribed in the Exploration and Production Concession Contract
(EPCC) and the applicable laws, the LNG projects are dedicated to engage with the GoM, and
appropriate agencies, universities, technical centers and other groups to communicate and implement
development programs with the aim of creating employment opportunities in semi-skilled and skilled
roles.
				
In line with the local content requirements the LNG projects are anticipated to contribute to initiatives
fostering business linkages with local Mozambican businesses through backward linkages whereby
provision for about USD 5.5 billion is designated for local firms to supply services and materials.
Forward linkages create value chains comprising entirely of new industries. If local content is
implemented effectively, the LNG projects could facilitate higher value-added in domestic processing
and manufacturing in Mozambique.
Figure 6 encapsulates potential linkages of the gas industry to the rest of the Mozambican economy.
The value chain begins upstream where 60-80 percent of capital is allocated towards the procurement
of goods and services required for operations. After being extracted from the ground the oil/gas needs
to be refined into various products such as methane, liquefied petroleum gas, propylene, gasoline, jet
fuel, diesel and sulphur. These products are used for power generation, transport, and as inputs in the
heavy and petrochemical industriesx.

								
									

Export Credit Insurance Corporation of South Africa SOC Ltd
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Figure 6: Potential Linkages or Gas Industry in Mozambique
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4. ECONOMIC TRANSFORMATION FROM
HYDROCARBONS SECTOR: QATAR CASE STUDY

4.1 CONTEXT OF CASE STUDY
Having examined the potential economic and social impacts of gas investments in the Mozambican
economy in the previous section, this study turns its focus to a small yet wealthy middle eastern
country, Qatar. Compared to Mozambique,Qatar is approximately 67 times smaller in terms of land
mass with a population 10 times less. However, its GDP is 13 times larger than Mozambique. This
section examines how Qatar transformed from being one of the poorest countries in the world, to its
citizens being one of the wealthiest in the world through the export of the same hydrocarbons found
in Mozambique. Through this comparative analysis, one draws lessons which can be learnt and key
success factors which Mozambique can implement. This illustrates what investors can expect to see if
Mozambique follows a similar growth path.
4.2 QATAR’S ECONOMIC TRANSFORMATION
Before the advent of the oil and gas era, Qatar’s economy was based on essentially rudimentary
agriculture particularly pearling and fishing.Whist the North Field gas was discovered in 1971, by 2009
the reserves were estimated at 900 Tcf, representing 14.3 percent of the world’s proven reserves11.
Qatar has been and remains a modest producer of crude oil. Qatar’s economic ascent has been
remarkable in a short space of time. The hydrocarbon industry has been the locomotive that has drove
a remarkable transformation. Impacts are outlined on a variety of indicators.

18

GROSS DOMESTIC PRODUCT
When observing the growth path of the Qatari economy, much of the economic expansion
occurred from 2004 to 2014 (see Figure 7). During this period, the expansion was driven by the
dominant export of either petroleum or natural gas. Since the first decade of the 21st century
natural gas had surpassed oil as the largest contributor to the government’s revenues and the
country’s GDP. During this period, GDP averaged approximately 17 percent over the 5 years.
While the hydrocarbons sector has been in the forefront of growth, its development has had
positive spin offs on the rest of the economy with the non-oil and gas sectors also contributing to
economic growth. Construction, utilities and downstream transport services all grew in response
to the needs of a booming hydrocarbons sector. Developments in the petrochemical sector and
in some energy-intensive activities were made possible by the availability of cheap feedstock.
This also spurred an infrastructure boom to cater for a swelling population.

Figure 7: Qatar GDP and Hydrocarbon Exports (1995-2019)
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Source: IMF WEO (2020) and UNCTAD (2020)
4.3 LESSONS LEARNT – KEY TAKE AWAY POINTS
According to a study which examined the past, present and future of Qatar, the key elements of success
are summarized as follows: decisive leadership; far-sighted strategy; astute risk management, smart
business models attuned to needs at home and in distant markets as well as resolute commitment to
execution12.

Export Credit Insurance Corporation of South Africa SOC Ltd
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5.

SOUTH AFRICA AND MOZAMBIQUE TRADE AND
INVESTMENT LINKAGES

5.1

SOUTH AFRICA AND MOZAMBIQUE LINKAGES

This section examines the linkages between South Africa and Mozambique and focuses on trade
linkages. Similar to previous studies this section examines the strategic collaboration between the
two countries which would enable South African capabilities to be employed to develop productive
capabilities of Mozambican firms in order to establish linkages with LNG megaprojects13.
The economic ties between South Africa and Mozambique were developed around trade and investment
involving Mozambican exports of concentrated or raw exports to South Africa (i.e. prawns and oil
products); and South Africa exporting capital equipment, raw and intermediate materials, accessories
and parts, and a variety of consumer goods to meet the fast-growing demands of an increasing urban
population and booming manufacturing sector14. South Africa has been a key partner in the development
of Mozambique, participating and contributing across several industries particularly those associated
with the minerals-energy complex: Maputo’s oil refinery, fertilizers, Hidroeléctrica de Cahora Bassa
(HCB) dam, and metal smelters15.
Historically South Africa has been a key trading partner of Mozambique. Over the past 5 years, South
Africa has accounted for approximately 30 percent of Mozambique’s total imports (see Figure 8).
During the FDI boom period stretching from 2010 to 2013, import levels from South Africa averaged
33 percent. The dominant exports from South Africa to Mozambique are ores slag and ash; mineral
products (mostly oil and other fuels); machinery; base metals (iron and steel); vehicles, equipment and
parts. The major drivers of South African imports have been the growing urban demand for consumergoods and import-intensive nature of megaprojects in Mozambique.
Figure 8: Mozambique Imports (US$ bn)

Source: Fitch Solutions Database
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MANUFACTURED
GOODS
US$ 10 BN

ORES AND METALS
US$ 2BN

US$3 BN

US$ 650 MN
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AGRICULTURAL
PRODUCTS
US$220

FUELS
US$4 BN

US$ 266 MN

US$83 MN

US$1 BN

However, given the large disparities in economic and industrial capacity between the two countries, the
construction and operation of the LNG megaprojects in Mozambique is likely to increase Mozambican
imports across all product groups with manufactured goods anticipated to account for the bulk of imports
(see Figure 8 ). In line with the sharp increase in FDI inflows to Mozambique, imports are projected to
increase by a compound average growth rate (CAGR) of 10 percent for the next decade. Therefore,
given the anticipated FDI boom in 2020 onwards, South Africa has to improve its competitiveness and
be better positioned to supply its goods and services to the Mozambican economy.
5.2

STRATEGIC COLLABORATION BETWEEN SOUTH AFRICA AND MOZAMBIQUE

The South African National Development Plan (NDP) enjoins South Africa to play a leading role in
Africa’s development. This strong focus on Africa is premised on the understanding that the pursuit of
Africa’s industrial development and the economic development of South Africa are mutually reinforcing
and complementary economic objectives. Thus, in 2019, the two governments (Republic of South
Africa and Mozambique) signed a Memorandum of Understanding (MoU). The MoU provides a
comprehensive base for cooperation between the two countries, which will assist in consolidating,
expanding and deepening areas of economic development, investment promotion, industrial, trade
and technical cooperation. Figure 9 below depicts the areas or sectors that present opportunities for
further cooperation under the MoU.
Figure 9: South Africa and Mozambique, MoU (2019)
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In addition, several industrial and infrastructure development projects in Mozambique have been
earmarked as areas of investment facilitation between the two governments (see Annexure 1).
Therefore, the process of identifying trade and investment opportunities included streamlining the
common sectors in the South Africa and Mozambique MoU, and the priority sectors identified by the
GoM in their development plan. A combination of political willingness and incentives will foster further
opportunities for trade and investment in the selected sectors i.e.,
ü
ü
ü
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Agriculture and agro-processing
Energy
Oil & gas
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6.

OPPORTUNITIES IN AGRICULTURE AND
AGRO-PROCESSING

6.1

SECTOR OVERVIEW

Agriculture is the mainstay of the Mozambican economy and is a source of both income and affordable
food for urban consumers16. Mozambique has extensive agricultural land and water resources and
favorable agro-climatic conditions in many areas. In 2017, the sector employed an estimated 72 percent
of the labour force and contributed about 21 percent of GDP. Some 85 percent of arable land remains
unutilised for agriculture (30.6 million ha of 36 million ha).
In 2015, there were around 4 million farms in the country, of which 3.9 million were small, 51 872 were
medium and only 728 were large farms. The sector has attracted more than 400 large commercial
investment projects over the past two decades. Such projects have centred on food production, sugar,
tobacco, cotton, cashew nuts, biofuels, and timber.
Regarding livestock, poultry farming accounts for 48.3 percent, followed by Caprino cattle with 15.6
percent, pigs with 10.3 percent and cattle with 6.0 percent. The sector, and notably agro-processing,
remains a key source of FDI opportunities. Figure 10 displays the various agro-ecological zones in
Mozambique with potential for investments.
Apart from adverse weather-related issues, key challenges within the sector, include lack of transport
infrastructure, storage, processing facilities, irrigation, financing and capacity building.

26

Figure 10: Ten Agro-ecological Zones in Mozambique
Region

Parts of Mozambique

Commodities

R1

Inland Maputo, South
Gaza

Maize, cowpea,
groundnut, cassava,
banana, sweet potato

R2

Cost region of South of
Sabi River

Maize, sugar, cowpea,
sweet potato,
groundnut, cassava, rice

R3

Medium altitude
Center & North of
Gaza, West Inhambane

Cattle, goats, rice

R4

Central Maputo

Maize, Sorghum,
cassava, cowpea,
soybeans

R5

Low altitudes Sofala,
Zambezia

Rice, cotton, cashew,
soybeans

R6

Semi-arid region
Zambezia Valley,
Southern Tete

Sorghum, millet, sugar,
rice

R7

Medium altitude of
Zambezia, Nampula,
Tete, Niassa, Cabo
Delgado

Maize, soybeans,
sorghum, cassava,
cowpeas, groundnuts,
rice, sesame

R8

Costal of Zambezia,
Niassa, Manica

Banana, cassava, millet,
rice, cashew

R9

North interior of Cabo
Delgado

Maize, sorghum,
cowpeas, cassava,
sesame

R10

High Altitude of
Zambezia, Niassa,
Manica

Soybeans, maize,
potatoes, rice

Source: Ministry of Agriculture; World Bank
6.2

AGRICULTURAL TRADE

This section will analyze key export and import products for Mozambique. Figure 11 indicates that
Mozambique is a net importer of agricultural products. In 2018, Tobacco, unmanufactured (33%)
represents the largest agricultural exports followed by sugar and fruit and nuts. Whilst, rice and wheat
constitute the bulk of agricultural imports. The anticipation of higher incomes and swelling populations
from expatriates is expected lead to a surge in demand for agricultural products thus widening the food
import bill. This presents opportunities for South African companies to either plug the supply gap or
partner with local farmers and boost local production.
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Figure 11: Mozambique Agricultural Trade, USD mn, (2014-2018)

Source: ITC, Trade Map and UNCTAD
6.3

SUB-SECTOR OPPORTUNITIES

Mozambique heavily relies on food imports however, there are enormous opportunities which have
been left untapped within the industry. An opportunity arises for South African investors to develop
local production and processing capabilities for import substitution to capture the import leakages and
also through various trade agreements to supply local, regional and international markets. The GoM is
committed to providing an enabling environment for investments in agriculture. For agro-processing
investments, some of the incentives include: exemptions on equipment import duties, a 10 percent
relief on energy costs i.e. diesel and electricity, reductions in corporate income taxes for 5 years and
potential VAT reductions17.
Tobacco processing
By far, unmanufactured tobacco, which is produced in the province of Tete, is the highest agricultural
export and fourth overall Mozambican exports. In 2018, Mozambique recorded a positive trade
balance of about USD178 million of unmanufactured tobacco. However, in the same year the country
recorded a negative trade balance of about USD25 million in manufactured tobacco. Therefore, an
import substitution opportunity exists for investing in manufacturing tobacco locally in Mozambique.
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Figure 12: Tobacco Global Value Chain in Mozambique

Source : Verter N & Gota P.J (2017)
Currently, the industry is dominated by about 150,000 small scale farmers and three companies namely
British American Tobacco; Mozambique Leaf Tobacco (MLT) - the dominant producer and processor
- and Emperor Tobacco Mozambique operating under the contract farming system (see Figure 12 for
the value chain). Regional and Asian demand has been in on the rise thus attracting investors into the
sector.
Sugar Processing
Sugar is the second-largest agricultural export, originating from the following provinces: Maputo,
Sofala and Zambezia. Sugar is exported as cane or syrup and is imported as refined sugar. In 2018,
Mozambique exported sugar to the value of USD 89 million with major exports to Europe. However, the
net trade balance has more than halved to about USD 35 million due to the imports of sugar (USD 47
million) and refined sugar (USD6 million). Therefore, there is an opportunity for an investor to increase
production and capture the estimated USD 47 million leakage in sugar imports and invest in sugar
refinery factories to capture the estimated USD 6 million leakage.
Consumption growth will be driven by population expansion and a rise in disposable income. Growth
will be especially prominent in urban centres, where rising demand for confectionery and soft drinks is
expected18. South African Tongaat Hulett has led the way, investing in a sugar refinery producing white
sugar, at the sugar mill in Maputo, Xinavane. However, opportunities still exist within the market.
Cotton Processing
The cotton industry is important in Mozambique, contributing around 2 percent of agricultural
exports. Its production is concentrated in Sofala, Cabo Delgado, Niassa and Inhambane.
Cotton production in Mozambique uses a concession system where the government
grants a company, a ginner (processor), the right to be the sole operator in a region. In
return, the company must provide inputs to farmers. The country has 11 concessions19
(see Annexure 2 for value chain). However, with only one processing plant in the country, the GoM
is encouraging artisanal and industrial processing of cotton as a means of adding value, generating
revenue and increasing employment in the country.
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7.

OPPORTUNITIES IN ENERGY

7.1
SECTOR OVERVIEW
The Mozambican power sector is a key focus of FDI with major investment by both the public and private
sector, targeting both export and domestic use. This on the back of its endowment in considerable
energy resources. Mozambique has the largest power generation potential of all countries in the SubSahara African (SSA) region and can produce 187 gigawatts of electricity from its gas, coal, hydro,
and wind resources, excluding solar (see Figure 13)20. This would establish the country as a regional
powerhouse, not only sustaining domestic demand, but also competitively exporting to its regional
counterparts.
Figure 13: Power Generation of SSA countries by Technology

Source: McKinsey & Company (2015)
However, despite its power generation potential, about two thirds of
the Mozambican population does not have access to electricity. This
is primarily due to grid weaknesses caused by underdeveloped and
poorly connected power distribution network; low revenue collection;
regulatory and policy challenges (e.g., a need for price, market, and
sector financing reforms); and, tariffs that remain too low to fund new
expenditure and yet are beyond the reach of many, especially poorer
Mozambicans, without subsidies.
The Mozambican power system is divided into two systems, the
south and central system and the northern system (see Figure 14).
Electricidade de Mozambique (EDM) is the national power utility owned
by the state and responsible for generation, transmission, distribution
and commercialization of electricity within the county.
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Figure 14: Mozambique
Energy Operators

Currently the power sector is dominated by hydro-electric power generation. Hidroelétrica de Cahora
Bassa (HCB) is the major national generation asset, with an installed hydropower capacity of 2,075MW
and transmission through a high-voltage direct current system. It is also connected to the South African
power grid21.
Mozambique Transmission Company, MOTRACO, an independent transmission company supplies
950MW of electricity to Mozal, the aluminium smelter in Maputo, along with power to EDM and SEB of
Eswatini. MOTRACO owns two high-voltage transmission networks of which, one links Mozal plant to
the Eskom network and another to Eswatini22.
The Electricity Law opened room for more players in the power sector. The first Independent Power
Projects (IPPs) in Mozambique came online in 2015, in the generation segment through three IPPs all
based in the Southern region of the country: Central Termica de Rassano Garcia (175MW), Gigawatt
(110MW) and Kuvaninga (40MW), all with Power Purchase Agreements (PPAs) with EDM.
However, coal, gas, and renewable energy sources are expected to play a more significant role in the
envisaged energy mix, with natural gas power plants expected to provide 44 percent of total energy
generation in the next decade. There are numerous other greenfield opportunities for both solar and
wind projects (see Annexure 3).
7.2
MOZAMBIQUE ELECTRICITY MASTER PLAN
The GoM has formulated a comprehensive national power system development master plan which
details the strategy for power generation, transmission and distribution until 2043. Mozambique’s
national energy demand which considers megaprojects, household and commercial demand is
projected to grow considerably, at an annual average growth rate (AAGR) of about 8.58 percent. At
base case, this will require an additional 5,300 MW through a diverse pool of energy sources, including
hydro, natural gas and coal. The primary purpose of the plan is to supply the growing demand in order
to attain universal electricity access by 2030 and increasing electricity exports to SADC region.
To implement and achieve the national master plan objectives, an estimated USD 34 billion of capital is
required, of which USD18 billion will be allocated for energy generation, USD 9 billion for transmission
and USD7 billion for distribution. Figure 15 below illustrates the annual investment amounts required
for generation, transmission and distribution. Financing for these investments will be sourced from
international financial institutions, capital markets and through joint ventures with GoM such as Public
Private Partnerships (PPP).
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Figure 15: Energy Masterplan Funding requirements USD mn, (2018-2042)

Source: Government of Mozambique, Integrated Master Plan (2018)
In order to develop its vast energy resources, the master plan details several generation and
transmission projects (see Figure 16). Most of the projects are located on the Zambezi Valley, Tete.
Generation projects include the Mphanda Nkuwa hydropower plant with planned capacity of 1,500 MW
and the Cahora Bassa North Bank with planned capacity of 1,245 MW. Regarding the construction of
transmission line projects, several high voltage lines are envisaged integrating the two power systems
and linking into neighbouring countries.
Figure 16: On-going and Planned projects

Source: Fitch Solutions Database
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7.3 SUB-SECTOR OPPORTUNITIES
Over the years South Africa has played an important role in Mozambique’s power sector with South
African EPC’s, equipment and services suppliers, financing and insurance industries contributing to the
development of the power sector. Electrical equipment is one of SA’s major exports to Mozambique.
Figure 17 below, indicates a strong relationship between Mozambique’s demand for electrical equipment
(from South Africa and the rest of the world) and Mozambique FDI inflows. Given Mozambique’s
expected uptick in FDI inflows as illustrated earlier (see Figure 3), this relationship is expected to
persist. In addition, given the USD 34 billion electricity master plan, there are numerous opportunities
for South African EPC services, equipment and services suppliers, financing and insurance services to
contribute in the implementation of all the Mozambican planned power projects.
Figure 17: Link between FDI flows & Imports of Electrical Equipment

Source: UNCTAD, World Investment Report (2019) and ITC Trade Map
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8.

OPPORTUNITIES IN NATURAL GAS

8.1
SECTOR OVERVIEW
Since the early 2000’s Mozambique has been a modest producer of natural gas with onshore gas fields
found in the Inhambane region (Pande and Temane). The gas fields are operated by SASOL and the
majority of natural gas produced in Mozambique is currently exported to South Africa via the 865 km
pipeline. In the turn of the first decade, considerable quantities of natural gas were discovered in the
Rovuma Basin located in the Northern region of the country. The total figure of resources discovered is
estimated around 150-180 trillion cubic feet (Tcf). This makes Mozambique’s Rovuma Basin the largest
oceanic basin in Southern and East Africa23.
The commercial development entails extracting the natural gas from below the seafloor via subsea
wells. The gas will be collected and transferred via pipelines to the onshore LNG Facility (trains). Within
these trains, the gas will be processed, converted to liquid (through cooling the gas) and stored in
appropriate tanks. The liquefied gas will then be transported through insulated pipelines to an export
jetty, where it will be shipped for transportation to international markets24.
The Rovuma basin has secured three major LNG projects that will transform the economy of
Mozambique and position it as a major global LNG exporter. The combined projects comprise of the
development of five trains and will have an accumulated production capacity of around 30 million tons
per annum (MTPA) equivalent to 17 percent of total 2017 LNG trade25. It is estimated that the five trains
that are being developed will require a total of over USD55 billion of projected capital expenditure (the
equivalent to four-times Mozambique’s 2018 GDP).
§
AREA 4 PROJECT: CORAL SOUTH FLNG
The Coral South project led by Eni was sanctioned in June 2017. It will involve the drilling and
completion of six subsea wells and the construction and installation of the Coral FLNG vessel with an
LNG production capacity of 3.4mtpa. The FLNG is currently being built by Samsung Heavy Industries.
BP is the sole offtaker of LNG from the facility, over a period of 20 years. Coral FLNG will be among the
first floating facilities installed in Sub-Saharan Africa26. Total project cost is estimated at USD 10 billion.
§
AREA 1 PROJECT: MOZAMBIQUE LNG, GOLFINHO-ATUM
The Total led project includes but not limited to the development of LNG processing facility with 2
trains with liquification capacity of 6.44 MTPA per train (total of 12.88 mtpa), shared facilities with Area
4 project. Total project cost is estimated around USD 25 billion.
§
AREA 4 PROJECT: ROVUMA LNG
This project is jointly led by ExxonMobil and Eni. Eni will lead the construction and operation of the
upstream facilities, while ExxonMobil will lead the midstream natural gas liquefication. The project
entails the development of two onshore trains with a liquification capacity of 7.6 MTPA per train for a
total of 15.2 mtpa and shared facilities with Area 1 project. Total project cost is estimated around USD
27 billion.
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8.2
DOMESTIC GAS ALLOCATION
In 2014, the GoM approved a Natural Gas Master Plan which envisages an allocation of quantities of
natural gas for the domestic market referred to as Domgas. The state-owned National hydrocarbons
Company (ENH) represents the government’s interest in the petroleum projects and operations, and
is envisaged as the aggregator for the domestic gas usage. The domestic gas will be used to develop
multiple projects, including gas to methanol (GTM plant), gas to liquids (GTL) plant, fertilizers production
and electricity generation, and subsequent export of some of its products to the international markets.
This will be crucial in the government’s efforts for industrialization and development of the economy.
Figure 18: Domestic Gas Allocations, mmscfd

Source: PWC, Africa oil & gas review 2019
Recent development indicates that three of the domestic gas projects have gained some traction and
reached feasibility stage. These include the following
• Yara fertilizer plant to produce 1.3mtpa of fertilizers
• Shell GTL refinery to produce 38m b/d of liquid fuels
• GLA Energy to build GTP 250 MW power plant.
The respective gas allocation is indicated in Figure 18.
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8.3 SUB-SECTOR OPPORTUNITIES
Over the next five to seven years, a capital expenditure of over USD 100 billion is expected to flow in
Mozambican gas and gas-related projects. This presents numerous opportunities for South African
companies, both large and small to supply their goods and services to the projects. Other avenues
of participation include investing in/partnering with local Mozambican companies for supply to the
projects. Figure 19 below displays some of the good and services required in the LNG projects.
Figure 19: Equipment and Services required for LNG project

Source: CCS JV, Forward Work Plan
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9. WHO WE ARE, OUR EXPERIENCE IN MOZAMBIQUE
9.1
WHO WE ARE
The ECIC is South Africa’s official export credit agency, wholly owned by the Department of Trade,
Industry and Competition (the dti). ECIC implements its mandate on behalf of the South African
Government, to promote South African capital goods and services exports, by underwriting export
credit loans and investments outside the borders of South Africa.
The ECIC provides insurance cover that enables South African exporters to offer their services and
products on the international market, with a focus on emerging markets and developing economies,
some of which are considered too risky for conventional insurers.
ECIC’s various insurance products (which can be found at www.ecic.co.za) are formulated to protect
all parties involved in cross-border projects, from institutions that provide financing, to foreign buyers
and exporters themselves. It is not uncommon for a single project to be linked to multiple ECIC policies
covering both political risk and commercial risk.
Furthermore, ECIC has a strong working relationship with many of SA’s commercial banks such as:
Investec Bank; Nedbank; Rand Merchant Bank; ABSA Capital and Standard Bank and Development
Finance Institutions such as: the Development Bank of Southern Africa (DBSA) and Industrial
Development Corporation of SA (IDC), all of which ECIC has underwritten loans extended to borrowers
for various projects. ECIC can also underwrite loans of foreign incorporated banks providing funding to
a project, but this would be subject to approval by the South African Reserve Bank on a case-by-case
basis.
One of the primary qualifying criteria of ECIC support is that a project meets SA content requirements.
This means that at least 70 percent SA content on the ECIC underwritten loan is achieved. However,
for projects located in Africa, content may consist of at least 50 percent from SA and an additional
20 percent may consist of content from the host country of the project or any other country in Africa,
making a total content requirement of 70 percent. For more info on what is classified as “content”,
please see here.
On this basis, ECIC has provided insurance cover to many projects across and the African continent as
well as several projects outside of the continent (see Figure 20).
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Figure 20: ECIC’s International Current and Historical Footprint

Source: ECIC
9.2
COUNTRY EXPERIENCE
Mozambique and South Africa enjoy strong economic links with various bilateral co-operation
agreements covering a wide number of areas including energy, agriculture, education and environment,
science and technology, immigration, tourism, trade and investment. The two countries signed another
Memorandum of Understanding (MoU) in 2019 to promote collaboration in several sectors, which are
already included in this report (refer to Figure 9). South Africa is a major import partner given historical
ties, proximity to the Mozambican market and accessibility to its ports. Mozambique on the other hand,
has been central to meeting South Africa’s energy needs, amongst other important collaborations.
Mozambique has been a traditional market for ECIC, dating back to a time in early 2000s when most
insurers were unwilling to cover political risk in Mozambique. The country has remained among the
largest exposures since the establishment of ECIC in 2001.
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Figure 21: ECIC Supported Projects in Mozambique

ZAMBEZIA

ECIC has covered a number of projects in various provinces in Mozambique, spanning across different
industries as shown in Figure 21, and denominated in both USD as well as ZAR. Please refer to
Annexure 4 for project information. In terms of the future pipeline, there are a number of projects in
power generation, transmission and distribution; road construction as well and LNG, amongst others,
presenting vast opportunities for SA exporters and investors.
9.3 KEY LESSONS FOR SA COMPANIES AND POLICY MAKERS
ECIC undertook a visit to Mozambique to engage with various stakeholders and role players specifically
in the LNG sector to unpack the issues and opportunities27. Amongst them were government institutions,
regulatory bodies, financiers as well as contractors. Key lessons in competitively positioning the SA Inc
solution to take full advantage of trade and investment opportunities in Mozambique’s LNG sector are
summarised below:
9.3.1
•

•

•
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SA COMPANIES
It is important for SA businesses to collectively build a strong joint force, which can be
recognized as ‘single brand’ to increase visibility in Mozambique rather than a silo approach,
where different entities and industry bodies are implementing their own expansion strategies.
Group visits are encouraged (with notification of the SA High Commission), together with joint
meetings and marketing interventions. However, there is a ‘perceived’ lack of coordination
from SA companies.
Establishing partnerships with local companies is a plus to enable access to government
benefits and incentives. While this is encouraged, proper due diligence should be exercised to
ensure that all is above board.
Investing in adequate resources/services (such as legal and business translation services) in
order to submit tender documents on time and responding accordingly.

9.3.2
•

•

•

•

SA POLICY MAKERS
There are already a number of MoU’s signed between the two countries with the latest covering
specific projects and sectors signed in 2019 (as highlighted in Figure 9) This already places
SA companies at an advantage and the key is for entities to do their homework in terms of the
bidding processes, selection and appointment criteria.
There is a Bi-national commission between the 2 countries, and this should be utilised as
platform for further negotiation to unlock bottlenecks in specific industries or sectors where SA
companies are facing challenges.
SA government departments, DFIs (IDC & DBSA) and ECIC to set a shared platform/ database
on their websites that is accessible to all with information in terms of LNG sector contracts (both
new and awarded). This will allow interested parties to have sight of contract requirements in
terms of financial capability, technical knowledge and operational ability.
Government to consider support, in the form of finance and other incentives for smaller
contractors in terms of export marketing as well those that require investment assistance; this
should include entities that may require assistance in establishing local partnerships.
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10. CONCLUSION
In terms of political stability, progress has been made following the signatory of the peace agreement
between FRELIMO and RENAMO in 2019, with both parties expressing willingness to work together
and share power. However, security remains a concern in north-eastern region with some companies
imposing travel restrictions. This may be a hinderance to small businesses and increases the cost of
doing business. However, it should be noted that the Mozambican government is working with the
international community and project sponsors in bringing stability to the area. GoM is firming up a
security plan to ensure stability and garnering financial and technical support from partners invested in
the success of Mozambique.
Mozambique is poised to become a major exporter of liquified natural gas (LNG) in the next few years,
with the investment in the sector boosting GDP growth to double digits and transforming the lives
Mozambicans. Exponential growth is forecast in investment inflows and infrastructure development,
along with substantial revenue for government. The optimistic outlook hinges on the ease doing
business, sound macroeconomic management strengthened institutions, improved governance and
creating an enabling environment.
Given its geographic position, good bilateral relations and competitiveness in some manufacturing
capabilities, South Africa is well positioned to take advantage of the expected boom in LNG investments.
However, South Africa’s share of trade and investment has been declining in Mozambique with rising
international competition. SA Inc needs to collaborate effectively in terms of mapping out a coordinated
approach to competitively position the SA brand.
There is growing presence of international partners (both public and private) in the country evident
from companies stationing bases to grow their influence. SA investors are encouraged to consider
collaborating with established companies with expertise in the LNG sector, to build technical experience
and exposure for in-country opportunities (as SA made significant gas discoveries in 2019). It will also
be a good opportunity for South Africa to learn from Mozambique which is currently ahead of the curve
in developing mega LNG projects.
Recognising the current limitations of South African companies in technological advanced LNG
activities, there are still however opportunities within the value chain for South African contractors/
exporters and investors mainly in infrastructure development, agriculture, mining and logistics (subsectors such as construction, suppliers of metal products; machinery & equipment; chemicals
industries; engineering services – including geotechnical, civil construction, can participate in related
projects). Although there is currently no compelling legislation, local participation is encouraged and
key for investors. Experience has shown that over time, local content requirements tend to be reviewed.
There is also emphasis on improving the well-being of local communities (through income, employment
and business opportunities for local SMME’s).
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Annexure 1: Co-operation in Industrial and Infrastructure projects
Energy infrastructure

Roads Infrastructure

• Construction of Hydro-electric Dams;
Nhancagale, Mapai, Chipembe and Movene

• Construction of new Highway Road Mapinhane
to Pafuri

• Construction of transmission lines, NamialoMetoro

• Rehabilitation of Tertiary Tarred Road Matola/
Boane-Namaacha

• Construction of transmission lines for EDM CaiaNacala Power Line

• Rehabilitation of Highway ENI (I) stretch
Pambara/Rio Save-Muxungue

• Construction of Hydro-electric power of Tsate

• Rehabilitation of a Tertiary Road InchopeGorongosa

• Construction of Hydro-electric power of Messalo

• Construction of Moamba – Xinavane Road

Ports infrastructure

Rail

• Development of Terminal 11, & Terminal
Fertilizers at Beira Port

• Rehabilitation of Ressano Gracia railway line

• Development of integrated Project of
Techobanine Port

• Rehabilitation of Beira – Machipanda railway
line

Water Supply Infrastructure

Hydraulic Infrastructure

• Construction of Palma Water Supply System

• Construction of small dams for water supply &
irrigation

• Construction of Pemba Water Supply System

• Construction of dams for multiple purposes
(water supply, irrigation, hydropower)

• Construction of Nacala Water Supply System

• Construction of dikes for flood defense

• Construction of Maputo Water Supply System
Manufacturing
• Development of Revubue Industrial Free Zone &
steel mill project
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Annexure 2: Cotton and by-products value chain in Mozambique
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Annexure 3: Energy Generation Opportunities
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Annexure 4: List of ECIC Supported Projects in Mozambique
Country

Mozambique

Project Description

Foreign Buyer

Economic
Sector

Insured amount

Construction and dev elopment of
a banana plantation, and related
infrastructure

Matanuska

Agro I ndustries

US$10 million

Expansion of Aluminium smelter
(Equity I nv estment)

Mozal Mozambique

Non-Ferrous
Metal Mining

ZAR553.3 million

Expansion of Aluminium smelter
(Debt portion)

Mozal Mozambique

Non-Ferrous
Metal Mining

US$154.6 million

Tongaat Hulett
Acucareira De
Xinavane

Agro I ndustries

ZAR425 million

Kuvaninga Energia
Sociedade

Pow er

US$40 million

Gigawatt
Mozambique SA
Limitada

Pow er

US$50 million

Nacala Corridor
railway

I nfrastructure

US$270.2 million

Expansion and modernisation of
an existing sugar mill and cane
plantation
Construction, operation and
maintenance of a 40MW
(nominal) natural gas fired pow er
plant at Chokw e

Mozambique

Construction, operation and
maintanance of a 100MW natural
gas fired pow er station in Ressano
Garcia
Design, dev elopment, operation
and maintenance of the Nacala
Corridor railw ay and port

Republic of
Mozambique
Gas Distribution
Pipeline Investments
Co. (ROMPCO)

Natural Gas Transmission Pipeline

Sasol Petroleum
Temane Limitada
(SPT)

Upstream and Pipeline Project

Mozambique

Redev elopment of a
backpacker's lodge into a 5-star
eco-boutique v illas in Benguerra
I sland, Mozambique

Gabriels Eco Islands Accommodation
and catering
Limitada

Mining and Processing facilities for
the Moma Titanium Minerals
Project
CMG's acquisition of 25%
Shareholding in Republic of
Mozambique Pipeline Company
(Pty) Ltd

Gas Distribution

Kenmare Moma
Mining
Companhia
Mocambicana de
Gasoduto S.A.R.L
(CMG)

ZAR350 million

ZAR80 million

US$1.5 Million

Mining

US$ 80 Million

Gas Distribution

ZAR 270 Million
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