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The Rail Renaissance: A Private Capital Playbook for Southern Africa

Executive Summary

Southern Africa is experiencing a transformative "rail renaissance," driven by the
growing demand of critical minerals—specifically copper, cobalt, and lithium—needed
for the energy transition and Al data center infrastructure. This is not an infrastructure

story. It is a logistics monetization cycle.

As Western and Chinese blocs compete to control mineral export corridors, rail
networks across Zambia, the DRC, Zimbabwe, Angola, Mozambique, and South Africa

are being rebuilt and de-risked under new legal frameworks.

The highest risk-adjusted returns will not accrue to rail infrastructure itself, but to
investors controlling mobile capacity (rolling stock) and logistics nodes (dry ports and

terminals).

Target returns: 12—18% IRR, supported by:

e Dollarized contract
e Long-term concessions

e Political risk insurance via Multilateral Investment Guarantee Agency

1. Project Breakdown and Financial Performance

The 2026 rail landscape is defined by four anchor projects that redefine mineral export

routes across Zimbabwe, Zambia, the DRC, Angola, Mozambique, and South Africa.

Project Investment Matrix (April 2026)

: Total . .
. Primary . Target Legal Primary Exit
Project Backer Valuat1.0n / IRR Structure Port
Committed
Lion’s Den—Kafue [Regional /|{US$2.18 14-18% 5(3; /30- Beira
(Zim-Zam) PPP Billion ? . (Mozambique)
Concession
US4.0 Billion
Lobito Corridor |05/ EU/ |1 6B+ 12-15% [2YTl Gbito (Angola)
AFC . Concession
committed)
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TAZARA China US$1.4 (State- Rehabilitation|Dar es Salaam
Revitalisation (CRCC) |[Billion Led) Concession |(Tanzania)
Private  |R5.2 Billion .
Transnet Network Equity/ |(Entry 10-12% Slot Sales /  [Richards Bay /

Opening PSP /JV Durban (SA)

TOCs Threshold)

Detailed Analysis of Anchor Links
The Lion’s Den—Kafue Link (Zim-Zam)

This US$2.18 billion project, formalized via an MoU on April 11, 2026, is a strategic
priority for the Beira Corridor. It involves the construction of 31 1km of new rail (217km

in Zimbabwe; 94km in Zambia) and the rehabilitation of 445km of existing track.

o Infrastructure: Engineered with a sub-grade capable of supporting a future
transition from "Cape Gauge" (1067mm) to Standard Gauge.

o Strategic Outcome: Shortens transit to the Port of Beira by 800km and to South
Africa by 1,000km, drastically reducing landed costs for Copperbelt exporters.

o Investment Vehicle: Managed by Emerging Railways Properties (Pvt) Ltd
(ERP).

The Lobito Corridor (West)

The centerpiece of the US-backed Partnership for Global Infrastructure and Investment
(PGII), this corridor connects the Kamoa-Kakula mine (DRC) and the Zambian
Copperbelt to the Atlantic.

e Operator: The Lobito Atlantic Railway (LAR) consortium, including Trafigura,
Mota-Engil, and Vecturis.
e Objective: To secure battery metals for the Atlantic market, bypassing the

congestion of South African ports.
TAZARA Revitalisation (East)

China has countered Western influence with a US$1.4 billion revitalisation of the

1,860km TAZARA artery.
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e Model: Transitioned from a state-to-state aid model to a commercialized
concession operated by China Civil Engineering Construction Corporation
(CCECC).

o Target: Increasing freight capacity from under 500,000 tonnes to 2.4 million

tonnes per year by 2028.

South Africa’s Transnet Network Opening

South Africa is pivoting from a state monopoly to a landlord model, initiating Private
Sector Participation (PSP) to rescue its network from chronic volume declines and

target 250 million tonnes of freight per year by 2030.

e Projected Returns: Equity entry points, such as the R5.2 billion (US$275
million) minimum threshold for the Richards Bay Terminal, offer a stable 10—
12% IRR.

o Legal Architecture: Transnet is utilizing a "Slot Sales" model, where 11 newly
approved Private Train Operating Companies (TOCs) lease space on the state
network but utilize their own rolling stock.

e Risk Distribution & MIGA Role: Operating in South Africa comes with
elevated risks of labor strikes and infrastructure vandalism. This is mitigated
through Performance-Based Contracts; private operators only pay track access
fees when Service Level Agreements (SLAs) for safety and functional transit

are met.

2. Risk Management and the Role of MIGA

To mobilize private capital in markets with high perceived non-commercial risk, the
Multilateral Investment Guarantee Agency (MIGA) has deployed targeted Political

Risk Insurance (PRI) and first-loss facilities.

Risk Distribution Framework

o Commercial/Operational Risk: Transferred to private partners via Concession
or Train Operating Company (TOC) agreements.
o Political/Regulatory Risk: Mitigated by MIGA guarantees.
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o Key Protections:

o Currency Inconvertibility: Essential for Zimbabwe and Zambia to
ensure the ability to repatriate USD profits.

o Breach of Contract: Protects investors if state entities fail to honor
financial or regulatory obligations.

o Expropriation: Guards against the seizure of rail assets or

infrastructure.

MIGA'’s 2026 Strategic Support

MIGA is currently leveraging a US$61.5 million first-loss risk-sharing facility
specifically for IDA-eligible countries like Zambia and Mozambique. Furthermore, the
World Bank Group Guarantee Platform (consolidated at MIGA) aims to boost annual
issuance to 20 billion by 2030, using models like the Almaty Railway Bypass to support

up to US300 million in commercial financing for rail modernization.

3. Legal Architecture enabling private capital: BOT, PSP, and Concessions

Modern rail agreements in Southern Africa have shifted toward "Landlord Models" and

Private Sector Participation (PSP).

e Build-Operate-Transfer (BOT): Utilized for new builds like the Lion’s Den
link, where the private consortium manages the line for 25-30 years to recoup
capital through tariffs before transferring the asset to the state.

o Private Sector Participation (PSP): Transnet has officially opened its network
to 11 Private Train Operating Companies (TOCs). These companies own
their rolling stock and pay track access fees, while the state retains infrastructure
ownership.

o Joint Ventures (JV): Common for terminal upgrades. For example, ICTSI
(Philippines) committed R11 billion for a 25-year JV at Durban’s Container
Terminal.

o Slot Sales Model: Private operators book specific time slots on the network via
the Transnet Rail Infrastructure Manager (TRIM), acting as an independent

referee between state and private trains.

Frontier Axis Research Disclaimer: This report is provided for informational purposes only and does not constitute investment advice, financial advice, or a
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4. The "Synergy Sweet Spot" for Private Investors

Strategic analysis identifies two primary entry points where investors can capture high

returns with lower infrastructure-build risk:

TIER A. Rolling Stock Leasing (LeaseCos)

The most lucrative opportunity in 2026 lies in supplying locomotives and wagons.

e Demand: With 11 new operators in South Africa and new corridors opening in
Zimbabwe/Zambia, there is a desperate shortage of reliable traction. Transnet’s
average locomotive age reached 48 years in 2019, creating a massive
replacement market.

e The Model: Investors fund "LeaseCos" that provide assets to operators like
Grindrod or Trafigura. These contracts are often dollarized and backed by
MIGA insurance, offering a "sweet spot" of high demand and mitigated

sovereign risk.

TIER B. Dry Port and Intermodal Development

Zambia Railways Limited and other regional entities are establishing "dry ports" in

mining hubs like Kitwe and Ndola.

o Concept: These are "logistics hotels" mixing Special Economic Zones (SEZs),
distribution centers, and integrated road-rail break-bulk facilities.
o Opportunity: These real-estate-heavy infrastructure projects allow investors to

capture value from "articulated density" around key rail stations and terminals

Rail infrastructure is:

o Capital intensive
e Politically exposed
e Slow to monetize

Rolling stock and logistics nodes are:

e Mobile
e Dollar-generating
e Redeployable

Frontier Axis Research Disclaimer: This report is provided for informational purposes only and does not constitute investment advice, financial advice, or a
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5. Strategic Entry for High-Volume Private Investors

For a single investor holding significant liquid capital typically US$10 million to
US$100 million the goal is to bypass operational complexity while capturing the "rail
renaissance" yields. In the Southern African context, this requires moving beyond retail

products and entering the institutional-grade layer of project finance.

1.  Anchor Investment in "LeaseCos"

Instead of buying assets, investors can provide the cornerstone capital for a Rolling
Stock Leasing Company. By funding the initial acquisition of a locomotive fleet, you
enable the company to secure MIGA-backed, dollarized contracts with mining giants.
This position is highly defensive, even if a specific rail operator fails, your capital is
tied to the physical asset (the train), which can be easily re-leased to another operator

in a high-demand market.

11. The "Club Deal" Consortium Model

The most direct entry for high-volume cash is joining a specialized consortium. Projects
like the Richards Bay Terminal or the Lion’s Den—Kafue Link require massive entry
thresholds (e.g., R5.2 billion). A single investor can join a "club deal", a small, private
group of high-net-worth individuals and family offices to take a 5-10% equity stake in
a Joint Venture (JV). This provides a seat on the board and a direct claim on the 12—

18% IRR without the burden of day-to-day management.

iii. Mezzanine and Bridge Financing

Large-scale rail projects often face funding gaps between state grants and senior bank
debt. A private investor can provide Mezzanine Debt. This is a high-yield, junior loan
that sits above equity in the repayment hierarchy. It is particularly attractive because it
often includes equity kickers (options to convert debt into ownership), allowing the
investor to profit from the project’s long-term success while enjoying immediate, high-

interest coupon payments.
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iv. Land Banking & SEZ Participation

For those preferring tangible assets, investing in the Special Economic Zones
(SEZs) surrounding new "Dry Ports" offers a real estate play with industrial upside. By
acquiring or developing land in designated hubs like Ndola or Beira, investors capture
the "articulated density" value as these sites become the mandatory transit points for

the region's mineral wealth.

6. Strategic Geopolitical Contrast: US vs. China

The "Corridor Wars" of 2026 reflect a fundamental competition for the supply chains
of the future.

e The American/EU Initiative (The West): Through the Global Gateway and
PGII, the West is focused on the Lobito Corridor to secure a direct route to the
Atlantic for battery metals. This initiative emphasizes high environmental and
human rights standards, aiming to integrate the DRC and Zambia into Western-
aligned supply chains.

e The Chinese Initiative (The East): China is leveraging its historical presence
to revitalize the TAZARA and Lion’s Den—Kafue links, securing the Indian
Ocean trade route. This ensures Chinese dominance in the flow of copper and
cobalt toward Asian markets, utilizing a commercialized concession model to

improve efficiency on routes to Dar es Salaam and Beira.

Investment conclusion

The Southern African rail network is no longer a collection of isolated state
monopolies but a competitive, multi-lateral logistics market. The entry of private
TOCs in South Africa and the completion of the Zim-Zam link signify a shift toward
a user-centric, high-efficiency model that rewards private capital in rolling stock and
intermodal infrastructure. Southern Africa’s rail transformation is not an infrastructure
buildout—it is a logistics monetization cycle.

The winners will not be those who finance rail lines, but those who control:

o the movement of goods (rolling stock)
o the nodes of aggregation (dry ports and terminals)

Private capital should avoid track risk and prioritize traction and logistics control.
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