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AFRICAN DEVELOPMENT BANK  
SPEECH BY DONOVAN CHIMHANDAMBA – DIDG CHAIRMAN 

26 October 2018 
 

PROTOCOL 
1) Program Director  
2) The sponsors - African Development Bank 
3) Members of the diplomatic corps, the media, distinguished 

guests, Ladies and Gentlemen. It’s great to be here. 
 

ALL PROTOCOL OBSERVED!!!! 

 

Topic:  Diaspora Investments in Developing Country 
Capital Markets 

 
Key Points:  Diaspora direct investments; Capital Markets; 

Remittances; Country development. 
 

INTRODUCING DIDG 

1) In 2016, 13 Zimbabwean diaspora based in South Africa 
formed the Diaspora Infrastructure Development Group now 
commonly referred to as DIDG. As Zimbabwean diaspora, we 
embarked on a journey that aims to aggregate and crowd-fund 
diaspora capital into the development of Zimbabwe’s critical 
infrastructure. We now have a diaspora membership of more 
than 2,500 with 50% being resident in South Africa, 20% in 
Zimbabwe while the rest are spread across countries such as 
UK, USA, Canada, Australia, Botswana and Namibia. 
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2) In October 2017 ahead of other 88 interested international 

companies including 18 Chinese companies, our group jointly 
with Transnet of South Africa won the $400m tender to 
recapitalize the National Railways of Zimbabwe. This 
recapitalization and rehabilitation of Zimbabwe’s railway 
company is one example of diaspora driving investments into 
infrastructure development through the semi-privatization of 
an ailing parastatal and operating it as a private concession for 
25 years.  

 
3) The $400m project involves the rehabilitation and operation 

of NRZ’s 3,000km of rail. Major works will cover 
manufacturing and supplying of new rolling for $160m and 
$128m for the rehabilitation of permanent way or track 
infrastructure, $71m signaling and telecoms, $27m for ICT 
modernization and balance for electrification of yards and 
other small works.  

 
4) The funding structure is based on an ECA backed project 

finance structure with ECIC providing the political and 
commercial risk insurance to senior debt provided by the 
South African and pan African banks such ABSA, Standard 
Bank, Nedbank, Ecobank supported by DFI’s and IFI’s such 
as IDC, DBSA and TDB Bank. We also have local banks 
participating in funding the local costs using local currency 
such as CBZ. It’s important for us to balance Foreign 
borrowings and Domestic Direct Investment. One would not 
want to fund locally procured goods and services using 
foreign borrowings creating unnecessary pressure on the 
national foreign debt service requirements. 
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5) I do hope though that when I leave Nairobi tomorrow, I would 
have AFDB and ATI joining our diaspora journey to 
recapitalize Zimbabwe’s rail infrastructure. 

 
6) Anywhere, today I am not here to talk about the Zimbabwe 

Railway project. I am here to talk more about diaspora as a 
source of capital and how capital markets can be an instrument 
to drive financial flows from diaspora.  

 
 

UNDERSTANDING DIASPORA FINANCIAL INFLOWS 

7) African diaspora financial flows is emerging to be a 
significant source of foreign funding for country development 
to the extent that even the African Union (AU) has designated 
it as the sixth economic development zone alongside East and 
West Africa, Central Africa, North and Southern 
Africa.  

 
8) Financial flows from diaspora is at the heart of policy studies 

on the relationship between migration and economic 
development. For the discussion today, I would like us to 
categorize the diaspora financial flows into three broad 
categories: 

§ Diaspora remittances for family support and 
sustenance; 

§ Diaspora direct investments into a project or business 
back home; and 

§ Diaspora investments and savings in capital market 
instruments. 

 
9) Policy and general discussions have focused on diaspora 

remittances and diaspora direct investments as the two main 
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forms of diaspora contributions. The diaspora remittances are 
the largest and most visible of the financial flows, and to a 
lesser but growing extent, are the financial flows from direct 
investments that diaspora entrepreneurs are making in 
businesses back in their countries of origin.  
 

10) The third major category of financial flows that originate 
from diasporas are the capital market investments, which are 
much less understood and examined but yet offer the biggest 
source of potential capital to develop our countries in the long-
term. To understand this better, remittances largely pool 
money from the diaspora current income such as salaries 
while direct and capital markets investments pool from 
diaspora savings. Understanding the sources of diaspora 
capita is critical as it informs the type capital market 
instruments that countries, bankers, debt issuers, or people 
seeking raise capital from the diaspora can use. 

 
11) Capital markets are absolutely fundamental to country 

development, as they are the instruments that mobilize savings 
for investment, providing the long-term funds that power 
wealth creation or even in some cases provide means to deal 
with financial crises such national current account 
imbalances. Imagine using diaspora financial flows like India 
did in 1991, 1998 and 2001 as a means to reduce a widening 
trade deficit as reflected in their balance of payments current 
accounts.  

 
12) The biggest opportunity for most under developed African 

countries lies in their ability to mobilize and leverage financial 
flows from diaspora. Funny enough, you will generally find a 
higher population of diaspora from countries that are least 
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developed or are in some form of domestic economic and 
political crisis or to an extreme in civil war.  

 
DIASPORA POPULATION – SIZE AND REMITTANCES 

13) Now let’s talk about the diaspora population, size of 
diaspora and more importantly the average remittances.  

 
14) To give some perspective, I will compare South Africa and 

Zimbabwe for a moment. South Africa which is viewed as the 
most developed country in Africa has a population of about 56 
million people with a diaspora population of less than 800,000 
people. So South Africa has less than 1.4% of its population 
in diaspora. Zimbabwe, which is deemed an under developed 
country has a population just over 16 million. 12 million 
reside in Zimbabwe while 4 million are in diaspora. This 
means 25% of Zimbabweans are in diaspora. Let’s understand 
this, South Africa has less than 1.4% in diaspora while 25% 
of Zimbabweans are in diaspora. So, the diaspora impact or 
opportunity for South African economy pales in comparison 
to that of Zimbabwean diaspora on the Zimbabwean economy. 

 
15) Now let’s load a few more facts to make this more 

interesting:  
 
§ Globally there are about 420 million people in diaspora 

remitting about $450bn annually money back to their 
countries of origin. This means globally on average 
diaspora remit about $1,000 per diaspora;  

 
§ Africa has 30 million of its population in diaspora 

remitting about $35 – 40bn annually. That’s about 
$1,300 annually per diaspora; 
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§ Nigeria has about 15 million in diaspora, remitting 

annually $11bn. That’s about $733 annually per 
diaspora. 

 
§  Zimbabwe has about 4 million in diaspora remitting 

$3bn annually split as $1bn through formal remittance 
channels while $2bn is through the informal channels. 
This means on average Zimbabwe receives $750 
annually per diaspora.  

 
§ There are more countries we can use examples. Cape 

Verde the Island nation has 60% of its population in 
USA, Portugal and elsewhere. 70% of Cape Verde’s 
fiscus is funded diaspora related inflows such as 
remittances; 

 
§ There is almost a perverse incentive for governments to 

send more of their population into diaspora here. I think 
Diaspora should not comeback home but send more 
money. Leave the politicians to stay alone at home. 

 
16) So now we are getting a very interesting picture here which 

we need to pay particular attention to. On average diaspora 
sends between $750 - $1,300 annually back home. Important 
point here to note is that remittances are generally paid from 
current income sources such as salaries. But, there is a limit to 
how much diaspora can remit from current income sources as 
it is the same income source it uses to pay for domestic living 
expenses in countries of residence. However, what has not 
been tapped into is the potential diaspora inflows from 
diaspora savings they have in foreign capital markets or 
indirect portfolio investments. 
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CAPITAL MARKET INVESTMENTS 

17) Diaspora members have substantial financial assets beyond 
their current income, including savings and retirement 
accounts, real estate property, and investments in stocks and 
equity, bonds, and other financial instruments. Governments, 
banks, and businesses in countries of origin have a strong 
interest in creating financial instruments that can attract these 
diaspora savings into investments that contribute to 
sustainable economic development.  

 
18) The big question is how can countries and banks mobilize 

financial inflows from the diaspora, savings they have in 
portfolio investments using Capital Markets. I will highlight a 
few ways of how Capital Markets can access diaspora savings 
in foreign portfolio investments: 

 
§ No. 1, Banks need to develop special deposit accounts 

denominated in local and foreign currencies. These 
deposit accounts can be both in country of diaspora 
origin but even better, in the country the diaspora 
resides in. How many times have you seen foreign 
banks from countries such as India, China and Greece 
around us? Why not have a Zimbabwean bank taking 
deposits from Zimbabweans in London or Calgary or 
Melbourne or Johannesburg? These special deposit 
accounts can be a good source of capital to bring 
stability and potentially expand bank capitalization as 
domestic savings and local deposits either are 
diminishing in size due to shrinking economies, or local 
currencies hit by hyperinflation.  
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§ No.2, banks can offer Transnational loans that allow 
diasporas to purchase real estate and housing in their 
countries of origin; Recently in Zimbabwe we saw 
Steward Bank launch a diaspora mortgage facility 
serviced from diaspora income in foreign countries. 

 
§ No.3, financial institutions can look at Securitization of 

Future Remittance Flows. This allows banks to 
leverage remittance receipts for greater borrowing at 
lower interest rates. This can be through collective 
investment schemes such as endowment policies that 
have monthly or regular premium collection by 
diaspora. Another good example we are seeing 
securitizing diaspora remittance flows are funeral and 
medical aid policies for family back home but paid by 
diaspora in diaspora using their current income. 
Nyaradzo and Doves funeral services companies from 
Zimbabwe now have offices in the major cities where 
Zimbabwean diaspora reside such as Johannesburg, 
Cape Town and London.  

 
§ We also heard of similar approach by Uganda from 

Mrs. Florence Kiremerwa who is the special advisor to 
the Ugandan President that Ugandan diaspora are 
purchasing funeral and medical policies for family back 
home. The proceeds from these pooled funds or 
premiums still require to be invested into some capital 
market instrument. Countries can tap into to these 
capital market instruments develop their economies. 

 
§ Diaspora Mutual Funds is another way.  In 2008, 

Rwandese diaspora launched the Rwanda Diaspora 
Mutual Fund as a collective investment scheme to 
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mobilize investments by diaspora into the private sector 
economy of Rwanda. Our own company Diaspora 
Infrastructure Development group in 2016 did the same 
with focus on infrastructure development. 

 
§ No. 4, governments and banks or capital market 

institutions can look at Diaspora Bonds. Diaspora 
bonds allowing governments to borrow long-term 
funds from diasporas. Several countries recently have 
experimented and launched various forms of diaspora 
bonds. 

 
§ No. 5, we should look at using commercial and political 

risk insurance as a way to credit enhance diaspora 
crowd funding vehicles. Insurance companies such as 
ATI and Old Mutual can look at providing repayments 
and profit guarantees to diaspora capital. These can be 
away to enhance instruments such as revenue linked 
bonds and subnational debt issues. This will increase 
diaspora confidence and commitment to investing in 
capital market instruments that are aimed at mobilizing 
investments into the country of origin. 

 
§  I will give a few examples: 

 
- Israel has issued bonds to the Jewish diaspora 

annually since 1951 through the Israeli 
Development Corporation to raise long-term 
infrastructure investment capital. Over $31bn has 
been raised through this.  

 
- Egypt reportedly issued bonds to Egyptian workers 

throughout the Middle East in the late 1970s. 
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- India issued diaspora bonds in 1991, 1998, and in 

2000 raised $11.3bn to support the widening trade 
deficit in their balance of payments current 
account. Diaspora bonds in this case were used by 
India to shore up international confidence in 
India’s financial system at times of financial 
sanctions or special needs.  

 
- In 2007 the Government of Ghana issued a $50m 

“Golden Jubilee” savings bond targeted at 
Ghanaians both in Ghana and in the diaspora. 

  
- Ethiopia issued the Millennium Corporate Bond in 

2008 to raise capital for the state-owned Ethiopian 
Electric Power Corporation (EEPCO).  

 
19) There are many other ways in which countries and bankers 

can use Capital Markets to drive diaspora financial inflows. 
There are many unexplored vehicles and instruments such as 
revenue bonds, subnational debt issues and diaspora private 
equity funds.   
 

20) Also, there are other softer issues that need to be addressed 
when mobilizing diaspora capital. Diaspora is very skeptical 
and lacks confidence in the governments of their countries of 
origin being able to use the diaspora capital appropriately and 
not for corrupt or political purposes. Demonstration of good 
governance and management of diaspora funds is critical 
when raising capital from diaspora. 

 
21) Another issue to note is that although patriotically diaspora 

would prefer to invest in their countries of origin it is not 
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guaranteed that they would invest back home. Generally most 
diaspora is faced with tremendous asymmetries of information 
regarding investment opportunities or financial investment 
instruments in their countries of residence. So, countries 
wishing to mobilize diaspora capital have to be aware of the 
competition from other foreign financial institutions that wish 
to attract and tap into the diaspora capital resources.  

 
22) It is imperative that countries should focus on diaspora 

incentives to attract diaspora capital and also leverage on 
migrant diaspora networks to bridge the information gap 
around the opportunities that might exist diaspora. 
 
 

23) For today, I will stop here and discuss more through 
questions. I thank you!!! 

 
 

THE END	


