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Critical Raw Materials: Africa as the next strategic partner for the European

Union?

The use of fossil fuels and their associated GHG emissions will decrease as we transit to a low-carbon
economy, yet extractive industries remain at the heart of both environmental and digital

transitions.

Transitioning to a more decarbonized
energy system has led us usher in a
“metallic era”? or “rare metal age”?
where rare-earth elements are
sought-after as key components of
permanent magnets used in wind
turbines; where lithium, nickel, cobalt,
manganese and graphite are essential
to the manufacturing of batteries,
themselves crucial for transport
decarbonization.

Altogether they are referred to as
critical raw materials (CRM), due to
the economic role they already play
today which will keep increasing in the
foreseeable future as demand is
expected to be multiplied by more
than 2 by 2030 according to the IEA (in
the Announced as Pledges Scenario)
and 3.5 by 2050 (in the Net Zero
Emissions Scenario).

Figure 1 — Increase in Global Demand of Energy Transition
Minerals (Source: IMF 20243)
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Even copper demand, at 26 million tons in 2023, is set to increase roughly twofold over the next 25
years, driven by the trend towards electrification®.

To meet the expected demand for critical minerals, both recycling and diversification of sourcing
will be core components of geopolitical strategies, however we chose to focus on the extraction side
of the issue. Securing the supply of these minerals is crucial but comes with a number of challenges

to tackle.

— Climate impact: extraction and processing of raw materials require energy as an input,
which can be a major source of emissions depending on the energy mix used.

— Environmental and social impacts: mining activities can lead to deforestation, population
displacement, wildlife habitat destruction, child labor and other human and labor rights
abuse, health and safety risks amongst other risks for indigenous communities. Moreover,
extraction and refining activities often imply the use of solvents and chemical products toxic
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for human health and the environment. In addition, it can consume massive quantities of
water — the extraction of each metric ton of lithium requires 1.9 million liters of water —
implying redirecting huge quantities of water towards mines at the detriment of local
communities and/or wildlife.

Concentration of resources: some of the resources are extremely concentrated; according
to the US Geological Survey (USGS) China accounts for 40% of the global rare earths reserves
and together with Vietnam, Brazil and Russia they represent 88% of these reserves®, Africa
accounts for 79% of global cobalt and 44% of global manganese reserves®. Besides the
natural availability disbalance, the extraction (upstream activities) as well as the processing
(midstream activities) are also only at the hand of a limited number of countries’.

Scarcity of resources: based on the expected growth of demand for these resources, there
will be a mismatch between supply and demand in the coming years for some of them such
as lithium, given that developing new upstream and midstream capabilities to catch up
currently takes a minimum of 5 to 10 years.

Geopolitical risks: the aforementioned characteristics coupled with an increased
geopolitical instability lead to a risk of weaponization of critical minerals, through export
control for example.

In this context, we have been
witnessing a multiplication of
policies and regulations aimed at
securing the access to critical
materials, in particular around the
diversification of supply with a
clear focus on African resources,
creating a fierce competition in the
region. In this release of TilLT
Perspectives, we discuss how the
EU could navigate these issues and
become a differentiating player in
this global competition.

Figure 2 — Sub-Saharan Africa’s total trade
(Source: FT 23 Aug 20248)
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China’s long-term vision to build its dominance on global supply chains
A major player in the critical minerals supply chain

China has a long history in the Figure 3 — Global mining production of rare earths (Source:
production of critical minerals which S&P 24 Aug 2023%)

started in the 1950s with REE. REE
were declared protected and
strategic as early as 1990, thus
restricting the involvement of foreign
investors in rare-earth mining in
China. Over the 1990s and 2000s,
the share of Chinese output in the
total REE production increased to
reach 129,000 tons in 2009 up from
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Global mining production of rare earths (000 Mt of rare-earth-oxide
equivalent)

In parallel, China’s consumption of REE started to increase after 2000 with the development of
midstream and downstream activities, leading Beijing to invest massively in the supply chain serving
local demand and to progressively build a quasi-monopoly on REE supply chain with 60% of mining
and 91% of refining global capacity’.

The same vertical integration strategy goes for battery components: the rapid growth of the demand
for EVs in China and the volatility of raw material prices, especially for lithium, have led to a vertical
integration of Chinese battery-manufacturers over the past few years up to the point where 2/3 of
global lithium supply are processed in China whereas the country only accounts for 13% of global
extraction of lithium?2,

To ensure the availability of raw materials to its midstream and downstream industries, China
started to secure overseas supply in particular via the Belt and Road Initiative (BRI) launched in
2013 which pursues multiple and complementary objectives: (i) find new markets for Chinese
industries, (ii) secure their supply chains and (iii) serve as an influential tool promoting a new global
economic order.

Massive investments in overseas extraction activities

China has been an active investor in Africa, financing major infrastructure projects in mineral-rich
African countries early in the 2000s such as Zambia (copper), the Democratic Republic of Congo
(DRC) (copper, cobalt), South Africa (iron ore) as well as Zimbabwe (platinum)®3.

This trend has been further accelerated by over $1,000bn* of investments pledged under the BRI
framework and Beijing has entered into 200 cooperation agreements with 150 countries in
particular in Asia, Africa and Latin America. Through construction contracts financed with loans
provided by Chinese financial institutions and investments in equity, China has progressively
reinforced its presence in Africa, in particular in the above-mentioned countries and Guinea®.
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Even though investments in the continent are significant — in 2023, Chinese investments in metals
and mining reached $19.4bn® representing 21% of the country’s overseas budget’, with Africa as
the largest recipient — only 8% of the African mining sector is controlled by China (while Western
companies control twice this amount). Yet, this low percentage hides a variety of situations. As an
example, Chinese companies own 72% of DRC’s cobalt and copper mines and have increased their
investments in lithium mining in Zimbabwe — all of these materials being essential to the
manufacturing of batteries. China has also become the largest buyer for the African mining sector:
in 2019, nearly $10bn worth of minerals were shipped to China to be processed™.

Chinese dominance in a context of rising geopolitical tensions

This long-term vision supported China’s dominance on the critical minerals market, and made it
become the global lead producer of 22 metals and 7 industrial mineralsZ.

This dominance creates dependence and vulnerability for all other countries and their industries.
Until the end of the 2000s, little attention was paid to such concentration of the supply chains but
in 2010, China set stringent quotas on exports of REEs to prioritize its domestic demand. A couple
of months later, Japan experienced disruptions of imports and accused China of putting an embargo
in the context of a dispute in the East China Sea. Following these events, countries relying on imports
from China started to worry about the concentration of their supply chains and started to work on
supply diversification by (i) finding alternatives to China, (ii) making use of Chinese black market for
rare earths, (iii) developing recycling solutions, and (iv) developing new mines outside of China,
however with limited effects.

The crisis in the early 2010s shed light on the concentration of extraction activities, but it did little
to prevent China to keep building its supremacy in the processing phase and to become a massive
importer of critical minerals.

Figure 4 — Share of refined material production by country (Source: IEA 2024%!)
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Note: Graphite is based on spherical graphite for battery grade. Rare earths are magnet rare earths only.

Mid-2023 China announced export controls on gallium and germanium, followed by graphite and a
ban on rare earths processing technologies and permanent magnet production technology from
December. In August 2024, Beijing further tightened its policy, announcing export controls on
antimony, used as flame retardant, photovoltaic glass, lead acid batteries, as well as in the defense
industry. The initial measure was taken as a response to Washington’s export controls on
semiconductors as well as on the equipment and expertise to produce them. By weaponizing
critical minerals, China aims to leverage its dominance of the supply chains, but this strategy has
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its limits as it could also ultimately weaken the country’s position by (i) further incentivizing
Western countries to develop alternative sources of raw materials (see on Figure 3, the
diversification of REE production following Chinese export controls of the end of the 2000s) and
(ii) by exposing itself to further restrictions while Beijing is crucially dependent on some
downstream technologies.

In today’s situation, many industries heavily rely on Chinese supply chains while the use of the REE
and other critical minerals only increases with the energy and digital transitions. This has led many
countries to implement policies to reduce their dependency to China: the EU CRMA, US IRA,
Australia’s Critical Minerals Strategy, Canada’s Critical Minerals Strategy, etc.

The EU’s ambitious response to such dangerous disbalance: the CRM Act
EU’s high dependency to overseas minerals

The EU has been measuring its dependency on CRM for more than a decade with a first report
released in 2010. The latest version of this assessment shows very high dependency to a single
country for some of elements: 99% of the boron consumed by the EU is extracted in Turkey, 92% of
the niobium comes from Brazil, and a lot of elements (extracted or processed) comes from China
such as REE (100% for the High REE and 85% for the Light REE) or magnesium (97%).

Figure 5 — Major EU suppliers of CRMs (Source: European Commission 2023)
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Despite this early awareness and the implementation of the Raw Material Initiative (2008), the
situation has not significantly improved.

Enhancing EU’s independency with the Critical Raw Materials Act

With the EU setting ambitious objectives of decarbonization (the Green Deal), the need for a
regulation to promote resilient critical raw materials supply chain had become crucial. The Critical
Raw Materials Act (CRMA) was announced in 2023 with the Green Deal Industrial Plan and adopted
in 2024 in a record time.
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The CRMA identifies Strategic Raw Materials (SRM) whose importance exceeds that of the Critical
Raw Materials (CRM) due to their use in strategic sectors (energy transition, digital, defense, etc)
and sets (non-binding) objectives by 2030 for them:

- Extraction in the EU shall account for at least 10% of the EU’s annual consumption

- Processing in the EU shall account for at least 40% of the EU’s annual consumption

- Recycling shall represent at least 25% of the EU’s annual consumption

- No export country shall provide more than 65% of the EU’s annual consumption of a single
SRM.

The CRMA creates a favorable framework (i) to promote the exploration and extraction activities
within the EU and (ii) to conclude partnerships with third countries. It however relies on existing
financing instruments only and does not create a long-term financing instrument or commitment.

On the domestic side, the CRMA aims at simplifying the permitting process and facilitating access
to finance, in particular for strategic projects which benefit from an accelerated procedure and the
elaboration of national exploration programs. The objective is to create favorable conditions for the
development of and the investment in mining projects.

However, the high cost of energy compared with other geographies (such as the US), especially
during the energy crisis in the aftermath of Russian invasion of Ukraine, can prevent the installation
of processing industries in Europe despite Europe being the continent with the electricity mix
showing the lowest carbon intensity.

Overseas, the EU implements its strategy relying on two main financing instruments.

The Global Gateway Program has been implemented since 2021 with a budget of €300bn for the
period 2021-2027 in order to “boost smart, clean and secure links in digital, energy and transport
sectors and to strengthen health, education and research systems across the world”; it is designed
as an alternative to the Chinese BRI. Within this framework, the EU has signed Memorandums of
Understanding (MoU) with several African countries such as the DRC, Zambia and Rwanda, but
implementation of these agreements remains to be seen.

The European Investment Bank (EIB) as the world’s largest international public bank with a total
balance sheet of around €600bn has a key role in building resilient supply chains. The bank must
support EU’s strategic priorities, hence the inclusion of the financing of projects in line with the EU’s
Global Gateway in its 2024-2027 roadmap. The EIB also signed a strategic partnership with Rwanda
on CRM investments?? with the objective of unlocking new opportunities and developing new jobs
in the country.

Despite these initiatives, no investment directly related to CRM projects has been made so far
under the Global Gateway framework, while the EIB has not yet engaged in financing mining or
refining projects. While its ESG standards pave the way for the emergence of sustainable mining,
the EIB must necessarily rethink the best way to support such projects to accelerate decision and
stand out as a reliable partner to African countries.

Being able to finance projects abroad being a prerequisite to secure resilient supply chains, some
Member States decided to take action at a national level and developed their own funding
instruments. For instance, France, Italy and Germany have launched their metals investment
funds?.
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In parallel, the EU is engaged in various partnerships or multilateral projects.

The Lobito Corridor: the EU contributes to the Partnership for Global Infrastructure and Investment
(PGII), an initiative launched by the G7 to fund infrastructure projects in developing countries with
a $600bn budget. Under the PGII, multi-stakeholder agreements have been finalized with the DRC,
Zambia and Rwanda to develop the Lobito corridor, a rail line that will connect the port of Lobito in
Angola with the copper belt in Zambia and the DRC* and which is supposed to bring sustainable
growth to the region. However, critics of the project point out that it focuses on exporting raw
materials through a direct route with limited benefit for the region, thereby repeating the schemes
that have not allowed the continent to develop midstream capabilities and to leverage its natural
resources to fuel its development.?®

The Minerals Security Partnership (MSP) is an initiative to create more responsible and resilient
critical minerals supply chains which is composed of 14 (mainly Western) countries and the EU,
which launched the MSP Forum in April 2024. This forum, co-led by the US and the EU, gathers the
15 partners of the MSP, mainly countries with a high demand for CRM, and 15 resource-rich
countries (Argentina, Ecuador, the DRC, the Dominican Republic, Greenland, Kazakhstan, Mexico,
Namibia, Peru, the Philippines, Serbia, Turkiye, Ukraine, Uzbekistan and Zambia) to work on the
development of sustainable, diversified and resilient supply chains.

The African continent at the heart of a global competition

Securing access to critical minerals has become a strategic concern across the world, and Africa,
being home to 30% of global reserves, finds itself in the middle of a global competition.

The US: a necessary renewed strategy in Africa

Historically, the US had been a major producer of minerals before increasingly shifting to imports.
As of today, 31 of the 35 CRM defined by the US Department of the Interior are imported (in total
or to complement local production) and half of them are refined in China?®. Conscious of this
vulnerability, especially in a context of commercial tensions with China, the following priorities have
been identified to boost domestic production: (i) opening of new mines with accelerated permitting
processes, (ii) reprocessing of mine wastes, and (iii) recovering byproducts from operating mines. In
parallel, the US must develop its processing and manufacturing industry to avoid exporting critical
minerals in a raw state and importing value-added products?’.

On the external side, the US primarily Figure 6 — African exports of minerals and metals to China,
focuses on cooperation with allies the EU and US (Source: FT 8 Feb 2024%)

such as through the PGlII, the MSP or African exports of minerals and metals o China, the EU & US ($bn

with countries with which it shares 2 =
common interests such as the Gulf
States. Indeed, the US has not
historically maintained strong ties
with African countries and the
continent accounts for less than 2% of
US global commerce®, despite the
trade programme in place (the African
Growth and Opportunity Act).
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The US needs to rethink its policy vis-a-vis Africa. Biden’s administration gave a huge push to deepen
the relations with Africa by committing at least $55bn to the continent over the next three years at
the US-Africa leaders’ summit in December 2022, including private sectors initiatives of more than
$15bn*. Regarding the production and refining of critical minerals, the US International Development
Finance Corporation is supporting 7 projects for a total of $412m in South Africa, Mozambique,
Rwanda, Tanzania, Guinea and Brazil*’.

The country has signed several MoUs with countries located in South America, Asia and Africa
(Tanzania, DRC, Zambia), however there is not always a clear follow-up to these agreements. In parallel,
the US has passed several acts such as the Inflation Reduction Act (IRA), the CHIPS and Science Act, the
Infrastructure Investment and Jobs Act, etc. However, the IRA does not apply to minerals sourced from
Africa due to the absence of Free Trade Agreements with the region, which can partly undermine the
bridging efforts vis-a-vis the continent®2.

The recent elections will have an impact on US critical minerals strategy: both Republicans and
Democrats consider this issue as a major challenge, however their answers and priorities differ. Under
a Trump presidency, we can expect increased efforts put on domestic extraction and processing
projects where Biden administration prioritized a friendshoring strategy. Accordingly, the US is likely
to show a lower level of involvement in international collaborative initiatives, thereby potentially
degrading relationships with allies such as Europe®.

Middle East’s entry into the race

For Middle East countries whose wealth has been built on oil and gas, the energy transition may be
a driving force to reshape their industries. Saudi Arabia’s strategy to diversify its economy was
presented in its “Vision 2030” 3* which highlights the importance of mining as the country owns $2.5tn
of mineral resources in its soil®. In parallel, the region needs to secure the supply of critical minerals
as it is also engaging in the energy transition and, as aforementioned, such materials are crucial for its
industries.

Historically Saudi Arabia and the United Arab Emirates (UAE) were tied to the US, however the post-oil
era has ushered in a restructuring of relationships and partnerships. Even though the US remains an
important partner, the countries have also developed ties with China and the global South, because
future growth will come from large and dynamic markets such as India, South America and some
African countries. This strategy finally serves the objective of both countries to become new polesin a
multipolar world.

Gulf countries can offer advantages beyond their financial resources to African countries: their
experience in a related sector — oil and gas exploitation — can prove to be helpful to develop the value
chain around the exploitation of other natural resources (energy and logistics management), plus their
success in leveraging their natural resources to fuel their economic development.

Saudi Arabia, from oil to metals?

Riyadh’s strategy displays three components: (i) developing mining activities in Saudi Arabia due to its
vast and resource-rich territory, (ii) securing supply from overseas, essential to develop other industries
and (iii) becoming a major actor between Africa and Asia thanks to its geographical location and its
strengths.

Investments abroad: To achieve this objective, Manara Minerals, a joint venture between state-owned
mining company Ma’aden and Saudi Arabia’s Public Investment Fund, was established in 2023 to invest
in mining assets globally and a first investment in Brazilian Vale Base Metals Limited for a 10% stake
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was disclosed. The company and the country have reportedly been active in several critical minerals
deals: it has expressed interest in investing in Democratic Republic of Congo®, and is said to be a
potential bidder for up to a 30% stake in Zambian copper mines owned by Canadian First Quantum
Minerals, alongside Rio Tinto, Chinese and Japanese companies®’. On top of that, the Saudi Fund for
Development signed agreements amounting to $533m with African countries3:,

Figure 7 — “Super Region” (Source: Wood Super Region: Riyadh hosted The Future Minerals

Mackenzie 17 Jan 2024%) Forum in January 2024 and gathered over 25
African governments, in an attempt to be seen as a
major player in the regional and international
mining sector. Saudi Arabia is placing itself in the
middle of the so-called “Super Region” to connect
minerals-rich countries to Gulf countries, which
benefit from low-cost energy and can process raw
materials and manufacture end-products, as well
as to large and growing consumer markets such as
India“®.

The UAE, a growing presence in Africa for more than a decade

The UAE have invested in Africa over the past two decades with a primary focus on infrastructure, in
particular ports through state-owned companies DP World and AD Ports, which are crucial for the trade
of critical minerals. It has been the 4t financier of the continent over a decade behind China, the EU
and the US, culminating with $97bn pledged in 2022 and 2023

UAE interests in Africa have been associated with its dependency for food supply, and investments
were meant to secure more resilient food supply chain (85% of the country’s food is imported*?), while
Africa’s growing demand for energy represented a huge potential market for Emirati industries.

Even though an investment in a bauxite mine in Guinea was completed as early as in 2013, the majority
of deals related to critical minerals has been made more recently. In 2023, the Emirati company IRH
paid $1.1bn for a majority stake in a copper mine (Mopani) in Zambia while the Abu Dhabi gold trader
Primera Group was granted a 25-year monopoly by the DRC government for all small-scale “artisanal”
gold supplies in the country, and the construction of 4 additional mines. In 2024, the UAE have been
active in Angola (signature of a JV for extraction of iron ores), Burundi (advanced talks announced for
a deal about nickel) and Kenya (signature of a MoU to partner on mineral exploration, mine
development, mineral processing, refining and marketing).

The role of India and its massive internal market

India has an objective of becoming net zero by 2070, with an intermediate goal of 50% of electric power
capacity stemming from non-fossil energies by 2030. On top of electricity generation, it also aims to
decarbonize the transportation sector with a target of 80 million EVs (30% of vehicle sales) by 2030%,
This transition at the scale of India implies the consumption of a massive quantity of raw materials
including critical minerals. The scale of the challenge led India to publish in June 2023 a list of 34 Critical
Raw Materials that are key to its strategic independence in sectors like energy, defense,
telecommunications, etc.

9|Page



TiLT CAPITAL PERSPECTIVES #11

India is endowed with lithium recently discovered, cobalt, copper, nickel, but in limited quantities. In
addition, it has not particularly developed its mining industry, which has created an import need for its
local production, in particular regarding the solar sector and EVs. In this context, the Indian critical
minerals strategy relies on two pillars:

— Further develop domestic capacities, in particular in mining and processing, to better use the
available resources: substantial investments would be necessary to adopt new technologies
and practices, and to develop sustainable mining, as well as cost-effective end products (such
as batteries)*.

— Diversify supply chains to limit the dependence vis-a-vis China, including by acquiring foreign
mineral assets.

On several occasions, Indian officials have emphasized the importance of Africa for India®, which was
reiterated recently by the Foreign Affairs Minister who names Africa India’s “sister continent”*®, with
a particular attention brought to the construction of mutually beneficial relationships®’. In 2018, Prime
Minister Narendra Modi outlined 10 guiding principles for India-Africa Engagement*® which define
among other that development partnerships shall be driven by Africa’s priorities to enable local
development, that India’s private sector shall be encouraged to invest in Africa, and that their large
markets shall be kept open to become key trade partners.

In a nutshell, India aims to offer another model of development for Africa based on greater inclusion
and transparency®. India is now Africa’s third largest trading partner with India-Africa trade reaching
more than $100bn in 2023°°, behind the EU and China and is one of the largest lenders to the
continent with cumulative investments of more than $70bn°! including investments in the mining and
energy sectors. Therefore, India’s strategy regarding critical minerals in Africa shall be understood as
part of its broader geopolitical policy. In summer 2024, a dozen of African resource-rich countries were
in discussion to secure partnerships for India’s supplies of minerals: the DRC, Ivory Coast, Madagascar,
Malawi, Mali, Morocco, Mozambique, South Africa, Tanzia, Zambia, Zimbabwe>2,

Beyond bilateral agreements, New Delhi recently joined Western initiatives such as the MSP next to
Western countries, and it is also in discussion to create partnerships with Western countries such as
Australia. Indeed, the country is of interest to the Western world due to its vast market with industrial
capabilities that can offer an alternative to China.

African perspective: how to avoid another resource curse?
African resources in the global market of critical minerals

There cannot be a green future without African minerals: Sub-Saharan Africa is home to 30% of the
minerals necessary to the clean transition, which can represent a great opportunity for the
development of the continent®. The continent is particularly rich in cobalt with 79% of global reserves,
manganese with 44% of the global reserves, graphite (21%)°, etc. In 2021, it was the world’s top
producer of rhodium, platinum, cobalt, and palladium.
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Figure 8 — Presence of critical minerals in sub-Saharan Africa (Source: James Boafo, Jacob Obodai, Eric Stemn

and Philip Nti Nkrumah 20245°)

Mautitania | 4> \
Capederdp
; 3 / Exitren
Senegel r~ = Chad -
GambiaJar e 5 N A Su u; / ,\ )
Guinea-Bissau—Gg X2 ~ Murkina Faso - | *° ™ Djbouti
% 2 ) ( e
- S LA sy gae s JoR AR = : Somalia
SkermLeone—%- 4 ¢ Coe ) | Nigeria S - - Ethiopia
X Y d'lvoiee/ @ | " Central Z y
Liberia < s\ o African Republic  %.South Sudan
U8 Bare \__Cherocn e T il
Ghana ** P A 7
G ——=) . Kenya
orial Guines ~J “Ugande! y
By SR Democratic Republic  ~ ;L -
S80 Tome and Principe SGabon / of Congo e 3
.Y o) ~ #— Rwanda
Congo-Brazzaville 5 -y Burndi
- = Tanzania ('
\ 3
Legend " + b
iti i iu \ ) TR
Critical Minerals Indium \ } , Comoros
5 Angola 4 J— Maliny A
*  Antimony ®  Lithium Zambiaa ) o {Mommbiue S+
= A
Barite ®  Manganese 2 e .E‘
am e /7 |
Beryllium +  Rare-Earth Elements Zivbobwe |, 3
* 0 A 701
T 1 A Madagasca
= Cobalt ®  Tellurium som Botswana T \ " adagascar
8, {
¢  Fluorite ® Tin Nembia N\ ~_ S *e g .
s 4 Exvarin
*  Gallium ®  Titanium x ® 7 S
@  Graphite 4 Vanadium South Afica (37 Lesoth
*B o 4o/ NOTE
70 375 750 1,500 2250 3,000
|= .- | I 1 Jikm b

Today the DRC alone mines 3/4 of global cobalt but exports most of it unprocessed. This is just an
example of a larger pattern across Africa mining industry. To benefit from the energy transition, the
continent needs to develop domestical refining, processing and manufacturing of end-products
capabilities. Such development faces several challenges®® :

developing critical minerals value chain requires massive investments — which can be partially

done thanks to foreign direct investments but attracting investors has prerequisites including
a stable political and regulatory context;

the development of the mining industry depends on the existence of adequate infrastructures

(energy or transportation), which also require financial resources and can slow down the

development pace of t

social development to

he industry;

the continent.

this industry necessitates expertise and know-how which may not be available domestically;
in developing this industry, the right balance should be found to bring both economic and

The development of extraction activities in Africa is also subject to the sensitivity of mining companies
vis-a-vis short-term fluctuations of raw materials prices®’. This challenge is even more important for
mining projects that investment decisions can be taken based on short term price signals versus
investment horizons over decades. Yet the risks associated with mining development cannot be
ignored, hence the importance of combining private and public investments to guide these projects

towards success.
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Africa, on the verge of leveraging its natural resources?

For the past decade, China had been mainly the sole investor able to finance ambitious infrastructure
projects through the BRI. However, criticisms have appeared regarding the lack of transparency of the
program, the poor environmental and social standards, and the burden for the recipients’ economies
of the related debts. Whereas China has reduced its investments in the context of the Covid crisis and
the financial repercussions of the real estate sector difficulties in the wake of Evergrande’s collapse and
has revisited its strategy to focus on smaller projects, the entry of new players to finance mining-related
projects creates an opportunity for African countries.

Yet, to transform African resources into an opportunity for the economic development of the continent,
the projects must bring local value. In Dec 2022, the African Development Bank released a paper
“Approach paper towards preparation of an African Green Minerals Strategy” outlining how Africa
should diversify from the mining activities to foster its development. The report states that to
strategically use the continent’s resources, the development of the mining industry should be based
on 4 pillars:

- increasing geological knowledge to attract investment in new projects and establish the
necessary infrastructure,

- developing domestic skills,

- building midstream (in particular refining of CRM) and downstream value chains to enable
industrialisation and access to the regional market so that Africa could become a player in
green technologies with a focus on battery and EV value chains,

- developing sustainable and responsible mining activities and promoting recycling.

More broadly, mining-related projects developed in partnership with a foreign power should enable
technology and knowledge transfer, the development of adequate energy infrastructure and systems
necessary for extracting and processing activities — which could also be a source of acceleration of
renewable energy deployment — and the development of related infrastructures (transportation,
water, digital) which contribute to regional economic development.

Conclusion — What lessons can the EU draw to become a key partner for the African continent?

At the 2023 Berlin Energy Transition Forum, Kenyan President William Ruto emphasized that with the
right level of investment and the right partnerships (i.e. which consider social and environmental
issues), Africa could become one of the most important partners for Europe®®.

First of all, the EU needs to consider Africa as a strategic ally with whom to build win-win
partnerships. Should the EU fail to be a partner creating added value locally, developing skills and
infrastructures, respecting sustainability and responsibility criteria, and ensuring transparency and
accountability vis-a-vis local communities, it might reinforce the divergence between the two
continents.

Second, the EU would need to build partnerships based on its strengths and look for partners to
reinforce areas of weaknesses. The EU and the European private sector have an expertise and a
credibility on topics such as sustainability and responsibility, the development of infrastructure and
sound governance. However, the largest mining players in the world are not European ones and the
mining industry is no more a major one. Multilateral partnerships and partnerships with like-minded
countries can bring all the necessary competences around the table.
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Third, it should develop a consistent and credible strategy to achieve its objectives, in particular on
two aspects: financing and credibility of the EU as the main interlocutor for the African continent.

(i)

(ii)

While other countries are already massively financing projects to secure their supply in
critical minerals, the EU investments in CRM-related projects have been limited so far. The
EU must ensure that it brings the necessary financial resources to ambitious partnerships,
in particular through multilateral lenders to help shaping the conditions for private sector’s
investments.

To be a credible partner, the EU needs to speak with one voice, to avoid competition
between members states, and to improve its speed of execution on both commitments
and projects. In this respect, the EU could benefit from the second Trump presidency to
accelerate its efforts and build its strategic autonomy.

Eventually, the race towards energy transition offers an opportunity to be seized: energy policy —
which used to rely on fossil fuels’ supply security — could be a vector of enhanced cooperation, in
particular with the African continent. Making the energy policy the central piece of cooperation
between the two continents would create a much-needed convergence between climate ambitions
and necessary social and economic developments.
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