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PART II: MONTHLY COMMENTARY
A record month of deals already in June reflects increased regional acquisition, as well as continued strong economic growth
rates in Eastern Africa. We note, with some satisfaction, the removal of the UK’s travel ban on some parts of Kenya and the
visit of the US President to Kenya later in the month. This, combined with quite a weak shilling, may well translate into an
improved tourism market in 2016 and likely well-earned returns for those brave enough to invest into the troubled Kenyan
tourism sector over the last couple of years.
The number of corporate deals more than doubled this month up from 7 deals recorded in the previous month. The financial services sector
maintains the lead recording a total of 17 deals YTD with the manufacturing and oil & gas sectors completing the top 3 positions with 8 and 4
deals respectively. In private equity 2 investment deals (16 deals YTD) were announced in the banking and real estate sectors in Kenya. In
M&A we saw a remarkable 8 deals (24 deals YTD) in the retail, beverage, IT and insurance sectors in Kenya and in the dairy and
pharmaceutical sectors in Uganda. Both Ethiopia and Tanzania recorded 1 M&A deal apiece in the agribusiness and telecoms sectors
respectively. BC’s pick of the month was Rwanda’s Crystal Telecom USD 41 million IPO which was oversubscribed by 123% as the company
seeks to list its shares on the RSE in July. This was the country’s third IPO by a local company after Bralirwa and Bank of Kigali in 2010 and
2011 respectively and marks the second IPO in the EA region this year (see Deals on page 5).
Weighed down by price declines on most top movers and sustained foreign exits, the NSEASI marked losses to close at 162.13 points, a 6.4%
decline in the month of May (-0.5% YTD). The market observed increased net foreign outflows at USD 15.06m (previous month net outflows
of USD 0.96m), heavy foreign exits were noted on banking counters and Safaricom. While ARM (USD 0.9m) and Bamburi cement (USD 1.9m)
continued to attract foreign investor demand. Equity turnover rose to USD 221.1m (previous month USD 156.7m) with activity driven by large
caps; Safaricom (USD 54.2m), KCB (45.2m), EABL (USD 32.1m). The counters recorded high single digit declines in the period. We anticipate
the exemption of marketable securities from the 5% CGT cost to have a positive bearing on trading activity going forward, with the
introduced securities transaction levy of 0.3% being relatively easier to execute.
Edward Burbidge, CFA
Chief Executive Officer, & BC Newsletter Team

OTHER KEY MARKET INDICATORS

Interest Rates
Country/Region

Other Key Events & Press
Current Base Rate Previous Base Rate

Central Bank of Kenya (Kenya)

10.00%

8.50%

Bank of Uganda (Uganda)

13.00%

12.00%

Bank of Tanzania (Tanzania)

7.58%

7.58%

South African Reserve Bank (RSA)

5.75 %

5.75 %

Central Bank of Nigeria (Nigeria)

13.00%

13.00%

Central Bank of Egypt (Egypt)

8.75%

8.75%

Bank of England (UK)

0.50 %

0.50 %

Federal Reserve Bank (USA)

0.00% - 0.25%

0.00% - 0.25%

European Central Bank (EU)

0.05 %

0.05 %






Longhorn to cross-list after subsidiaries make profit
Jubilee registers 30pc business growth
USD 60m Okayed for gas project in Tanzania
Tanzania Postal bank to go public next year

Inflation and GDP growth
Projected Inflation Rates Projected GDP Growth
2015
2016
2015.
2016
Kenya
5.1%
5.0%
6.9%
7.2%
Uganda
4.9%
4.8%
5.4%
5.6%
Tanzania
4.2%
4.5%
7.2%
7.1%
Rwanda
2.9%
4.4%
7.0%
7.0%
Burundi
5.0%
5.3%
4.8%
5.0%
Ethiopia
6.8%
8.2%
8.6%
8.5%
Source: IMF, World Economic Outlook, April 2015
Country
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EFG is the marketing name for EFG International and its subsidiaries. EFG International’s global private banking network includes offices in Zurich, Geneva,
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www.efginternational.com

PART III: DEAL STATISTICS
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PART IV: SELECTED DEALS (1/2)
Sector

Investment
type
Country

Agribusiness

M&A

Ethiopia

Ontario-based SunOpta (NASDAQ: STKL) announced that its wholly
owned subsidiary Tradin Organic Agriculture BV has raised its stake
in Selet Hulling PLC, in Addis Ababa, Ethiopia, from 35 to 76%,
effectively taking it over. Tradin Organic Agriculture B.V., part of
the Global Ingredients segment, has enhanced its global sourcing
capabilities with an increase in its ownership position in Selet
Hulling PLC, a premier supplier of organic sesame.

Retail

M&A

Kenya

Brookside Dairy Sameer Agriculture
Limited
and Livestock
Limited

Dairy

M&A

Uganda

Botswana’s JSE-listed retail chain Choppies announced that it had
reached an agreement to buy mid-tier Kenyan supermarket
Ukwala for close to KES 1 billion. The deal will be done through a
joint venture with the promoters of Export Trading Group (ETG), a
Tanzania-based agri-business and logistics company. Choppies has
a 75% stake in the Kenya subsidiary while 25% stake is held by
Parin Bharatkumar Patel and Birju Pradipkumar Patel, the two
directors of the ETG.
Kenya’s largest milk processor Brookside Dairy Limited has
acquired a leading Uganda dairy company Sameer Agriculture and
Livestock Limited (SALL) making it the first major acquisition by the
Kenyatta Family owned processor outside Kenya's borders. SALL is
a subsidiary of Kenya's conglomerate Sameer Group. Kenyan
conglomerate, the Sameeer Group and RKJ Corporation, India’s
largest bottler of Pepsi products, formed SALL in 2006.

3rd June 2015

Tata Petrodyne Swala Energy Ltd
Limited (TPL)

Oil & gas

Farmout

3rd June 2015

Cipla Ltd

Quality Chemicals USD 30 million
Limited (QCL)

Pharmaceutical M&A

4th June 2015

Kevian Kenya

Kenblest Group

Beverage

M&A

Tanzania ASX-listed Swala Energy Limited announced that Swala Oil & Gas
(Tanzania) Plc has reached agreement with Bombay Stock
Exchange-listed Tata Petrodyne Limited (TPL), a subsidiary of the
multinational Tata Sons Limited, under which TPL shall farm into
the Pangani and Kilosa-Kilombero licences in Tanzania. Swala owns
58.5% of Swala Tanzania. Swala Energy estimates that it will be
fully carried for the costs of the remainder of its commitment
obligations on both licences.
Uganda Bombay Stock Exchange-listed indian multinational
pharmaceutical company Cipla has agreed to buy majority stake of
51% in Quality Chemicals Limited (QCL) for USD 30 million to
further extend its footprint in Africa. QCL imports and distributes
human health, animal health and public health products in Uganda.
Cipla operates in about 170 countries and has assets valued at
about USD 2bn as of 2013. It was founded in 1935.
Kenya
Kenyan businessman who owns Afia Juices manufacturer Kevian
Kenya Kimani Rugendo has acquired the water bottling business of
Thika-based bread maker Kenblest. Kevian Kenya has tapped
funding from international financiers such as Germany’s DEG.
Kevian Kenya has its own bottling plant and sells its water through
the brand name “Mt Kenyan ” that is processed in its
manufacturing plant in Thika.

4th June 2015

EOH

Twenty Third
Century Systems
(TTCS)

IT

M&A

SSA

JSE-listed technology services provider EOH has announced it is
acquiring an equity stake of between 49% and 80% of Pan-African
information technology applications and business solutions
provider Twenty Third Century Systems (TTCS) and its subsidiaries,
for an undisclosed amount. TTCS has a presence across the Africa
with offices in Zimbabwe, Zambia, Malawi, Kenya, Uganda,
Rwanda, Botswana & Nigeria and projects in several other
countries including Ghana, Namibia, Tanzania and Cameroon.

Corporate
bond

Kenya

Kenya's Tier II lender Chase Bank corporate bond has attracted
over KES 4.8 billion representing a 61% oversubscription against
KES 3 billion target set for the first tranche of the of the KES 10
billion multi currency MTN programme. . Chase Bank will exercise
the green shoe option to take up the extra KES 1.8 billion. The
Chase Bank bond will pay investors returns at a rate of 13.25 per
cent, the highest yielding of several corporate bonds issued over
the past two years.

Date

Buyer

27th May 2015

SunOpta Inc. / Selet Hulling PLC
Tradin Organic
Agriculture BV

2nd June 2015

Choppies
Ukwala
Enterprises Ltd Supermarket

2nd June 2015

9th June 2015

Seller

Chase Bank

Investment size

USD 10 million

KES 4.8 billion (USD Banking
49.5 million)

Synopsis
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PART IV: SELECTED DEALS (2/2)
Date

Buyer

Seller

Investment size

Sector

Investment
type
Country

9th June 2015

Millicom
International
Cellular (MIC)

Zanzibar Telecom
(Zantel) / Etisalat
Group

USD 75 million

Telcoms

M&A

Zanzibar

11th June 2015

Barclays Africa First Assurance

KES 2.9 billion (USD Insurance
30 million)

M&A

Kenya

11th June 2015

AMS Properties,
Hass Consult &
Xterra Capital
Advisors

KES 9.7 billion (USD Real estate
100 million)

PE

Kenya

17th June 2015

MTN Rwanda /
Crystal Telecom

RWF 28 billion
(USD 41 million)

Telcoms

IPO

Rwanda

18th June 2015

Centum
Investment Co

KES 6 billion
(USD 61 million)

Investment

Corporate
bond

Kenya

Helios EB Investors KES 4.5 billion (USD Banking
/ Equity Bank
46.5 million)

Partial PE
exit

Kenya

Sipa Resources Ltd USD 6 million

Share
Uganda
private
placement

24th June 2015

29th June 2015

NSSF Uganda

Mining

Synopsis

Stockholm-based Millicom International Cellular (MIC) announced
that it has signed a Share Purchase Agreement to acquire an 85%
stake in Zanzibar Telecom (Zantel) from Etisalat Group for USD 75
million. Zantel is the leading mobile telecom operator on the
islands of Zanzibar with 2014 gross revenues of USD 82 million and
1.7 million subscribers across Zanzibar and mainland Tanzania.
Tanzania is MIC's biggest market in Africa.
Johannesburg-based Barclays Africa is set to acquire a controlling
stake (63.3%) in Kenya’s First Assurance for KES 2.9 billion in a
transaction that opens the door for the bank’s Kenyan subsidiary to
gain a foothold in the insurance market. Part of the funds (KES 2.2
billion) will be buyout capital while KES 700 million will be new
capital to grow the business. Barclays Life Assurance Kenya (BLAK),
a firm that Barclays Africa formed with businessmen Fanisi's Ayisi
Makatiani and Darshan Chandaria in April, will run First Assurance’s
life business.
Real-estate developer AMS Properties and property marketing
firm Hass Consult have partnered with a Mauritian private equity
firm Xterra Capital Advisors to develop properties worth KES 9.7
billion in the region. The agreement will see them raise USD 100
million in equity capital. The development firms would in addition
be given preference shares in the fund management company. The
property fund will invest in residential, commercial and hotels
across Eastern Africa.
Rwanda's Crystal Telecom’s IPO has been oversubscribed by 123%.
The firm was offering 270.17 million shares (20% stake) of its MTN
Rwanda stake to both local and international investors to raise
RWF 28 billion (USD 41 million). The shares are expected to begin
trading on Rwanda Stock Exchange on July 17.
Kenya's NSE-listed investment firm Centum Investment
announced that its KES 6 billion bond received applications worth
KES 8.31 billion representing a 38% oversubscription. The 5-year
bond which has a fixed-rate component as well as an equitylinked portion will be listed on the Nairobi Securities Exchange.
The cash will be used to fund Centum's investments in financial
services, energy and real estate.
London-based investment fund Helios EB Investors has sold a
2.44% stake of its ownership in Kenya's Equity Bank to Uganda's
pension fund National Social Security Fund (NSSF Uganda) for KES
4.5 billion. The transaction which was valued at KES 50 per share
has helped Helios to reduce its stake in the bank to 9.78%. The deal
puts NSSF Uganda on the list of top 10 shareholders of Equity bank.
ASX-listed exploration firm Sipa Resources Ltd has raised USD 6
million to fund exploration of nickel and copper within the KitgumPader tenement in northwestern Uganda. The funds are intended
to support exploration work programmes for nickel with copper at
the Akelikongo prospect in the Kitgum-Pader project. The shares
purchase plan raised USD 5.24 million against USD 3.5 million target
as it was oversubscribed and the firm’s directors subscribed to the
shares placement.

6

PART V: OTHER NEWS (1/5)
Kenya attracts KES 115 billion in investment
Kenya shook off security threats perpetuated by the Al-Shabaab terror group to attract KES 115 billion in foreign direct
investments in 2014, more than double what the country got the previous year. This is according to the African Economic
Outlook (AEO) 2015 launched by the African Development Bank (AfdB). The report says the planned USD 14.5 billion (KES 1.4
trillion) Konza Technology City is further expected to attract investments in business process outsourcing, software
development and data centres. A total of 16,000 direct jobs are set to be created with the planned development by 2019 and
200,000 by 2030, says the report.
BC Analysis
Nairobi has been ranked the most attractive destination for FDI in Africa in 2015 driven largely by technological adoption and
advancement, growing consumer base and infrastructural development. Foreign direct investments have mainly been directed
to the ICT, professional services, automotive and transport logistics sectors. The same have attracted a third of all projects and
approximately two-thirds of capital invested.
(Source: Daily Nation, BC Research)

US equity firm TPG ties up with Satya Capital for Africa investments
U.S. private equity firm TPG will invest up to USD 1bn in African companies under a tie-up with Sudanese billionaire Mo
Ibrahim's Satya Capital. The partnership is a special purpose vehicle called Satya-TPG with a focus on businesses in healthcare,
information technology, consumer and financial services, among other sectors. TPG is a newcomer to Africa while Satya's
interests range from healthcare in Nigeria to manufacturing in Tanzania. Satya will also make available an extra USD 300mn to
USD 400mn for investment under the tie-up. According to Mo Ibrahim, Satya will be looking at everything from USD 1mn to USD
200mn or USD 300mn investments. TPG's funds would come from its middle market platform.
BC Analysis
The increasing political stability and the stable macroeconomic environment in most African countries, continue to attract
foreign investment in Africa. According to World Bank’s Global Economic Prospect report, Sub -Saharan Africa’s growth
improved, for the second consecutive year, to 4.5 percent in 2014. Despite headwinds, GDP growth is expected remain steady at
4.6 percent in 2015, and projected to pick up to 5.1 percent by 2017, lifted by infrastructure investment, increased agriculture
production, and buoyant services. TPG joins global PE firms such as Washington, D.C.-based Emerging Capital Partners, U.K.based Helios Investment Partners, US based Carlyle Group, 8 Miles and Blackstone Group amongst others whom have expressed
serious interest in investing in Africa. According to the African Private Equity and Venture Capital Association (AVCA), the total
value of deals in Africa rose to USD 8.1bn in 2014 compared to USD 3.2bn in 2013 and $0.2bn less than the highest recorded
figure of USD 8.3bn in 2007. TPG is a leading global private investment firm with USD 74.8bn worth of investments under
management. TPG has historically mainly invested in North & South America and Asia.
(Source: Reuters, BC Research)

NSE Index hits 10-month low as market loses KES 39bn
The NSE slipped to a 10-month low of 4879 points in May as stocks continued shedding value with both local and foreign
investors selling off. The benchmark index slipped below the 4900 level for the first time since the end of July 2014, with
market capitalisation falling by KES 39.3 billion to stand at KES 2.306 trillion. Only 16 mainly small cap counters recorded price
gains during the period, and even so on thin margins, as most large and medium caps closed lower. Analysts say the bourse is
weighed down by multiple factors. Slower earnings, CGT implementation and currency depreciation are the main factors but
analysts say the market should rebound in the medium term.
BC Analysis
With the financial services sector recording relatively lower earnings growth in 1Q15 and the general slowdown in earnings
growth in 2014 by agriculture, hospitality and services companies, investors are factoring in some price correction while
appraising the 2015/2016 growth outlook. We however expect the scrapping of the 5% CGT to weigh in positively on trading,
with the introduced securities transaction levy of 0.3% being relatively easier to execute.
(Source: Business Daily, BC Research)
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PART V: OTHER NEWS (2/5)
Carnivore prowls for customers with fast food outlet
For decades, the Carnivore has been synonymous with fine dining, high-end corporate functions and hosting of premier music
shows. The restaurant, which was established in 1972, is, however, shifting focus to adapt to changing times. Through its
holding company, The Tamarind Group, Carnivore is building a 160-room hotel at its grounds adjacent to the Wilson Airport,
establishing a fast-foods chain and offering off-site catering.
BC Analysis
Successful diversification into the hotel scene will be leveraged on Carnivore’s brand, in addition to the strategic location of the
hotel given its close proximity to Wilson Airport and the Southern Bypass.
(Source: Business Daily, BC Research)

Tanzania Postal bank to go public next year
Tanzania postal bank (TPB) is expected to go public by listing on the Dar es Salaam Stock Exchange (DSE) next year after the
proposed amendment of the law to that effect next month. TPB is wholly owned by the government through act number 11 of
1991 and in changing the shareholding structure the parliament should amend its establishment law. The IPO for Tanzania
Postal bank aimed at increasing efficiency and profitability will be made possible through the amendment of the Act number 11
of 1991 which stipulates that the shares of the Bank shall be subscribed for by the Government of the United Republic (61%),
the Tanzania Posts and Telecommunications Corporation (30%) and any private investor (9%). Further, the shares of the Bank
shall not be pledged or encumbered by the shareholders in any manner whatsoever and shall not be transferred or assigned.
The bank registered profit of TZS 10.28 billion in 2014, 47% higher than in 2013.
BC Analysis
State enterprises have a potential to contribute much more to a country’s GDP if operated in a viable manner, this realization
has seen regional Governments actively pushing to realize parastatal reforms with increasing interest placed on IPOs to lead
privatization efforts. IPO as a route to achieve privatization and commercialization of TPB would prove critical to its long term
success with higher level of corporate governance and accountability demanded of public entities. Also capitalization drives via
the bourse will promote a greater participation of private investors while diminishing strain placed on limited public resources.
(Source: Daily News, BC Research)

Three more institutions eye IPO to raise capital
The Capital Markets and Securities Authority (CMSA) has approved three institutions to raise funds from the public and some
to be listed at Dar es Salaam bourse (DSE). The equity firms, Watumishi Housing Company Real Estate investment scheme,
Umande Collective Investment Scheme, and Mufindi Community Bank (MuCoBa) raising capital through primary offer on DSE’s
alternative market, received an operational green light. Umande is open-ended trust fund under Core Capital Securities which
has three funds - the Umande Capitalisation, the Umande Income and the Umande Balanced. The Umande funds invests in the
listed equities at the DSE as well as government bills, bonds and money market, in Tanzania and other markets. Umande tax
benefits include no capital gains tax on Units redeemed and reduced withholding tax on dividends at 5.0 per cent. Watumishi is
formed by six pension fund and National Housing Corporation (NHC) to operate a scheme for construction and selling houses to
the public. Unlike Umande fund, Washirika is initially a closed end fund. The scheme started with TSH 68bn and is expected to
grow gradually to TSH 358bn in five years.
BC Analysis
The continuing trend of increased IPOs is indicative of a liberalized local market that is progressively bearing positively on both
investors and local corporates. The move by the Tanzania Capital markets and Securities Authority to review regulations
prompting enhanced product offering via the alternative markets has seen increased participation of local companies on the
DSE looking to tap into cheaper public equity to fund growth.
(Source: Business Daily, BC Research)
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PART V: OTHER NEWS (3/5)
USD 60m Okayed for gas project in Tanzania
Orca Exploration Group Inc, the parent company of PanAfrican Energy Tanzania Limited, announced that it is proceeding with
the first phase of the Songo Songo development programme following the World Bank board approval of the International
Finance Corporation (IFC) financing. IFC received approval by the board of the World Bank for an investment by IFC of up to
US$60 million in PanAfrican Energy Tanzania Limited. The investment is currently contemplated as a subordinated, income
participating loan with flexible repayment terms and a maximum tenor of approximately 10 years. Completion of the IFC
financing is subject to final agreement of specific terms and the negotiation and signing of definitive documentation. Initial
drawdown of the facility will be subject to a number of terms and conditions, including satisfaction by IFC of the sustained
payment performance of the Tanzania state utility, Tanesco, in respect of ongoing gas deliveries by the company.
BC Analysis
Oil and Gas discoveries, as well as massive infrastructure developments currently on-going in East Africa continue to attract
foreign investments as national governments strive to attract investors to these nascent sectors. In November last year, the
World Bank through IFC and MIGA committed to invest USD 1.2bn, in the next three to seven years, for regional infrastructure
through market-driven private sector financing and guarantees in East African states. In October last year, the World Bank arm
pledged USD 600mn to fund the oil pipeline linking upstream operations of Kenya, Uganda and South Sudan. Late last year
global development lenders including the World Bank, African Development Bank and European Union, also pledged more than
USD 8bn to boost economic growth and reduce poverty in eight countries in the Horn of Africa, including Kenya, Somalia,
Ethiopia, Eritrea, Djibouti, Uganda, Sudan and South Sudan – citing unheralded progress in economic growth and political
stability in these countries.
(Source: The Citizen, BC Research)

New interest in Uganda’s oil and gas investments
Senet Holding, a Hong Kong-based investment company is seeking new markets and partners in Uganda in areas where
substantial development exists from oil and gas to minerals and consumer goods. Senet Holding founder, Alexandar Romanov
and chief executive officer, Frøystein Bakke were in the country recently on a commercial sports enterprise conference but
were “deeply impressed and inspired by what Uganda has to offer” after meeting Ugandan officials. The Uganda government is
at various stages of implementing several multi-billion dollar infrastructure projects including hydropower dams, a refinery,
express highways and a railway line. Growth would be driven by scaled-up public investment and a recovery of private
consumption supported by stronger credit growth, according to reports quoting the IMF statement. Although no concrete
decisions were made on the next steps, the group have stated interest of returning in the near future.
BC Analysis
The 2006 oil discovery in Uganda and the planned oil production expected by 2018 has seen Uganda attract foreign
investments. According to the World Bank, the new statistical evidence from the rebasing Uganda national accounts to
FY2009/10 and the 2014 population census suggests that the Ugandan economy is about 20% larger than had previously been
calculated, while the population is 3% smaller. Going forward, a huge public investment program is expected to drive growth
however private investments will remain subdued. The economy is forecast to grow at a rate of approximately 5.6% in FY14/15,
and could maintain an upward trajectory into the near future, as oil investments and the large infrastructure program boost
construction activities. However, Uganda will go to the polls in February next year a situation likely to hamper the projected
growth.
(Source: New Vision, BC Research)

Longhorn to cross-list after subsidiaries make profit
The cross-listing of Longhorn Publishers in neighbouring stock exchanges will take place once its subsidiaries in those
countries become profitable. This is expected to take place within one and a half years, according to the company’s
management. The listed publisher plans to cross-list on the Dar es Salaam Stock Exchange (DSE), the Uganda Securities
Exchange (USE) and the Rwanda Stock Exchange (RSE). Longhorn Kenya was rebranded to Longhorn Publishers with an eye on
the regional market. Longhorn has set aside KES 120 million for the Tanzanian subsidiary and KES 80 million for the Ugandan
one. Expansion will also be through acquisition in some markets. For Zambia and Malawi, two other markets where the firm has
expanded, penetration will be through an agency model. The publisher continues to target various government tenders in the
regional markets as it continues to enhance its distribution channels and overhaul advertisements.
BC Analysis
We expect the cross- listings to increase Longhorn’s market visibility in the region and prompt a wider buy in into the brand by
the locals with this going a long way to support new business opportunities and any future capital raise plans by the publisher.
Other indigenous firms listed in regional bourses include; KCB, Equity Bank, EABL, Uchumi and Nation Media Group.
(Source: Business Daily, BC Research)
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PART V: OTHER NEWS (4/5)
Treasury scraps controversial 5pct capital gains tax after rejection
Kenya scrapped its 5 percent Capital Gains Tax (CGT) on shares less than six months after it was introduced following
objections by stockbrokers in East Africa’s biggest economy. The levy will be replaced by a 0.3 percent withholding tax on the
value of share transactions, Treasury Secretary Henry Rotich said in his KES 2.1 trillion budget speech. According to National
Treasury Cabinet Secretary Henry Rotich, the measure was due to challenges faced in its implementation. CGT was introduced
in the last financial year but enforcement has proved difficult due to ambiguous laws.
BC Analysis
Trading volumes on the Nairobi Securities Exchange (NSE) slumped 70 percent within the first month of the tax being
introduced on 1st January 2015, prompting the Kenya Association of Stockbrokers and Investment Banks (Kasib) to challenge
the law in court that month. The Institute of Certified Public Accountants in May called for a review of the tax. The NSE lost
6.75% of its value (market cap) during the month of May 2015 with foreign investors taking out KES 1.5 billion (USD 15.5
million) from the stock market in May pushing the year-to-date outflow to nearly KES 5 billion (USD 51.6 million). Foreign
exchange risk and CGT uncertainty were seen by analysts as the trigger of the capital flight amidst improving prospects in
competing markets such as Nigeria and Egypt. Market analysts warn the risk of capital outflows to Nigeria and Egypt remains
high, following peaceful elections in Nigeria and the decision by Egypt to do away with CGT on equities.
(Source: Business Daily, BC Research)

Uganda raises benchmark rate to 13pct
Uganda's central bank raised its key lending rate one percentage point to 13 percent on Jun 16, saying it aimed to stem
inflationary pressures caused by a weakening shilling and expanding economic activity. The Monetary Policy Committee
increased the rate to 13 percent, the highest in more than 2 1/2 years. This decision comes barely two months after the country
increased the Central Bank Rate (CBR) by 100 basis points to 12 per cent.
BC Analysis
The Ugandan government announced a 70 percent increase in spending during this year’s budget in the month of June for the
financial year starting on July 1, the last budget before elections next year. The increased spending is expected to drive up prices.
Uganda's consumer price inflation was 4.9 percent year-on-year in May. Core inflation, which excludes food, fuel, electricity and
metered water, was 4.8 percent. The shilling has been tumbling to a series of lows against the dollar this year as investors fret
about government spending before the presidential and parliamentary elections due in February or March 2016. A spike in
spending before the 2011 vote also hit the currency hard. Higher borrowing costs have failed to stem a slide in the currency,
which is trading at a record low against the dollar. The shilling declined 9.73% percent from the start of 2015 to 3,054.93 per
dollar as at 31 May 2015.
(Source: Reuters, BC Research)

Interbank rates increase - Tanzania
Tanzania’s interbank rates – the lending rates at which commercial banks borrow from each other - increased significantly on
Tuesday as the shortage of cash in circulation afflicts banks. Figures from the central bank indicate that on Tuesday the
weighted average rate increased to 14.45 per cent, the highest since August last year. Liquidity squeeze among banks is said to
be one of the factors that attributed to rising of lending rates.
BC Analysis
Banks borrow money from and lend to each other through the interbank lending market when they seek to manage liquidity as
well as to satisfy other financial regulatory requirements including having the required reserve levels. Tight liquidity among
banks in Tanzania has not only affected interbank lending rates but also government domestic borrowing through government
securities. In the first week of June, the Treasury bills were undersubscribed, leading the government to raise as low as TZS 49.5
billion (USD 22.6 million) from the planned TZS 135 billion (USD 61.8 million). The interbank rates are one of the factors that
determine interest rates on the credit market as commercial banks use them and those of the Treasury bills for benchmarking.
(Source: The Citizen, BC Research)
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PART V: OTHER NEWS (5/5)
Jubilee registers 30pct business growth
Insurer, Jubilee Holdings Ltd, achieved a turnover of KES 30.3 billion to reflect a growth of 30 per cent over 2013. Underwriting
profits grew by 38 per cent to KES 1.25 billion. The insurer also realised 25.3 per cent rise in its pre-tax profits to KES 3.95
billion. Gross earned premium increased by 37 per cent to KES 24.8 billion. Jubilee also grew in every country of operation with
Kenya growing by 37 per cent, Tanzania by 20 per cent, Uganda by seven per cent, Mauritius by 19 per cent and Burundi by 29
per cent in 2014, compared to the same period the previous year. The Group retained its leadership position in medical
insurance across the region.
BC Analysis
Jubilee Insurance has displayed consistent superior performance over the last three years. The firm has invested in expanding its
geographic reach in a bid to grow market share, and has been reported to be in the market looking to make more property
investments and company acquisitions, all of which position the company for growth. It will be interesting to see whether the
firm will manage to close any acquisitions in the insurance industry and how this will affect its market share and consequently
its financial performance.
(Source: Standard Media, BC Research)

CBK raises interest rate to 10% to tame the dollar
Central Bank of Kenya, moving to reduce pressure on the shilling, increased its signal interest rate - known as the Central Bank
Rate - by an unprecedented 150 basis points to 10%. The move by the CBK Monetary Policy Committee (MPC) effectively sets
the stage for higher interest rates on credit which is expected to slow down demand for dollars and thus help the shilling gain
some power against the US dollar. The shilling has been trading at above 95 units to the dollar. The Committee said even though
the tightening bias stance adopted by the MPC and implemented through the CBK monetary operations had curtailed the rapid
depreciation in the exchange rate, there was need for further tightening of liquidity in the market, and noted that the emerging
aggregate demand pressures and the persistent volatility in the global foreign exchange markets coupled with the projected
recovery in international oil prices have implications on inflationary expectations and the potential of trickling down the past
exchange rate movements on consumer price inflation.
BC Analysis
As the Kenya shilling continued to weaken throughout the first half of 2015, the MPC met a month earlier than its July scheduled
meeting. The shilling had weakened to its lowest level against the dollar since November 2011, having depreciated by 8% since
the beginning of 2015. To curb the weakening shilling and also to prevent rise in inflation, the MPC moved to change the CBR for
the first time since 2013. Analysts’ consensus is that the rate increase will slow down further depreciation of the shilling against
the dollar and other major currencies.
(Source: Business Today, BC Research)

Ethiopia eyes bond trading in cautious capital markets opening
Ethiopia is seeking to create a secondary market for local currency Treasury and corporate bonds, possibly in a year or so, the
World Bank said, a move seen as a cautious step towards liberalising one of Africa's fastest growing economies. Prime Minister
Hailemariam Desalegn told Reuters in May that Ethiopia was open to having a bourse but said it would take time. Lars Christian
Moller, the World Bank's lead economist and programme leader for Ethiopia, told Reuters the World Bank and the International
Monetary Fund had offered advice to Ethiopia's central bank on developing a secondary debt market that could help the
government raise funds. A secondary bond market could start in about a year but foreigners would most likely be barred,
Moller added. Last year, Ethiopia tapped the international bond markets for the first time with a USD 1 billion Eurobond.
BC Analysis
With the creation of the secondary bonds market, the Ethiopian Government and corporates will be able to issue bonds that are
tradeable on the secondary market and hence more attractive to large investors. This will fuel the development of the fixed
income investments market in the country. Despite the fact that Ethiopia’s economy is still not fully liberalized and will not be
open to foreign investors, this is certainly a step forward in developing the financial markets in Ethiopia. This market will put
Ethiopia on the radar of foreign interested parties who are keen to see how and when the financial markets of Africa’s fastest
growing nation will be fully liberalized, a move that would present massive opportunities for investors.
(Source: Reuters, BC Research)
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PART VI: UPCOMING EVENTS/CONFERENCES
Events
Date
The 7th Annual
29 Jun - 02 Jul
SuperReturn Emerging Markets 2015
2015

Venue

Theme
Bringing together fund managers and investors from 48 countries annually, attendees will use the
Amsterdam conference to keep up to date with their peers and network with people they would
Hotel Okura,
never otherwise have met. In-depth coverage of the hottest markets including Turkey, Africa, Brazil,
Amsterdam, The Netherlands
China & India
The Banking & Mobile Money 08 Jul - 09 Jul
Imperial Royale Hotel
The Banking & Mobile Money Summit, organized by the Aitec Africa will take place from 8th July to the
Summit
2015
Kampala, Uganda
9th July 2015 at the Imperial Royale Hotel in Kampala, Uganda.
Africa International Petroleum 29 Jul - 30 Jul
The conference will cover areas like While the Window of Opportunities Continues to Widen for the
Conference & Exhibition
2015
Oil and Gas Industry, Creating Immense and Substantial Prospect for African Countries to Utilise
Prevailing Hydrocarbons Resources to Transform Regional Economies and Create Growth
Kampala, Uganda
Opportunities.
Ethiopia International Mining 23 - 24 Sept
EIMC 2015 will showcase and explore developments in Ethiopia’s thriving mining sector and focus
Conference(EIMC) 2015
2015
attention on potential opportunities, lessons learned by key investors and the creation of new
business partnerships. Objectives of EIMC 2015: To promote Ethiopia’s Mining sector as stable and
commercially viable for international companies, To strengthen key business partnerships, To
United Nations Conference Centre, showcase achievements and successes, To share experiences & knowledge, To showcase forthcoming
Addis Ababa, Ethiopia
opportunities, To provide a platform for networking and business development.
Africa Hotel Investment Forum 30 Sept - 1 Oct
The African Hotel Investment Forum is the premier hotel investment conference in Africa, attracting
2015
many prominent international hotel owners, investors, financiers, management companies and their
Sheraton,
advisers. AHIF moves around Africa exploring new emerging countries and provides a platform for
Addis Ababa, Ethiopia
education, networking and insight into country investment opportunities.
Africa Investment Exchange: 08 - 09 October
Africa Investment Exchange: Energy, Nairobi will be Identifying potential investment and project
Energy
2015
opportunities – wind, solar, hydro, geothermal, oil and gas. Participants at AIX: Energy will examine
these opportunities and realities as well as meet local developers, PE funds, portfolio companies and
successful regional firms.Participants should include: Private Equity and debt investors, seed and
Intercontinental Hotel,
venture capitalists, impact investors, institutional investors, oil and gas operators, development
Nairobi, Kenya
finance institutions and fund managers.
The 5th Mining Business &
15 - 16 October
The 5th Mining Business & Investment Conference is an annual event that is held under the auspices
Investment Conference
2015
of the Kenya Chamber of Mines and Prescon Limited with the support of the East African Community.
Safari Park Hotel,
Over the last three years, the event remains a platform in Eastern Africa that holistically captures
Nairobi, Kenya
current trends in the mining industry in the region.
Africa Investment Forum
27 - 29 October
AIF is Africa´s Leading B2G & B2B trade show and organized in cooperation with the AU and the
2015
Government of Ethiopia. International high level speakers and experts will present their know-how at
AU Conference Center,
the high profile conference on African most important business topics. There will be a panel
Addis Ababa, Ethiopia
discussion for each panel coordinated by well-known moderators.
Ethiopia Summit
28 - 29 October
The times are changing in the Horn of Africa and the wider East African Region. Ethiopia is now
2015
garnering attention from foreign and private investors—from London to Nairobi to Johannesburg.
By bringing together the country’s leading policy makers and business leaders with international
Sheraton,
executives active or interested in expanding in Ethiopia, opportunities will be explored and
Addis Ababa, Ethiopia
challenges tackled.
The 13th Annual African Capital 26 - 27 November
Information Management Network's 13th Annual African Capital Markets Conference will continue to
Markets Conference
2015
look towards the future of African capital markets, with a particular focus on emerging markets in SubSaharan Africa. The event has been established as the premier annual forum for African sovereigns,
corporates, local regulators, local and international investors, and financial service providers with
Cape Town International
Convention Center, South Africa interest in fostering the diversity of investment and funding options via local capital markets.
The Global African Investment 01 - 02 December
The Global African Investment Summit will attract over 750 qualified global investors, including Family
Summit
2015
Offices, Sovereign Wealth Funds, International DFIs, Ultra High Net Worth Individuals and Pension
Funds. Join the global leaders at Africa’s premier investment Summit for the Power, Agriculture,
Financial Services, Capital Markets, Oil and Gas and Critical Infrastructure sectors – your window to
Central Hall Westminster,
African project origination and global finance.
London, UK
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