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PART II: MONTHLY COMMENTARY
Three landmark transactions in the region this month speak for themselves about the current environment. NSE launched its
self-listing, to become the second listed exchange in Africa. Brookside dairies announced it had sold a minority shareholding
to European multinational giant Danone, following last year's acquisition of Interconsumer by L'Oreal. Thirdly, Swala Energy
became the first pure exploration firm to successfully list on an East African Exchange, with an oversubscribed IPO on the DSE.
In mining, Australian Stock Exchange listed firm Kibaran Resources Ltd has completed a USD 3.1m shares placement to raise funds to
complete exploration activities at the Epanko graphite project in Tanzania while Stockport Exploration, a Canadian firm prospecting for gold
in Western Kenya, will begin mining operations at a cost of KES 74m, part of the cash raised from local investors through a private share
placement in October 2013. In the oil and gas sector, Pancontinental and BG Group have increased their stakes in the Lamu exploration Block
L10B in Kenya by equitably taking up the combined 40% stake following the exit of two other partners Premier Oil and PTTEP. In Tanzania,
Woodside Petroleum Limited finalized an agreement with Beach Energy to farm-in to the prospective basin in Western Tanzania while we
saw the listing of Swala Energy on the Enterprise Growth Market (EGM) of the DSE following a 39% oversubscription of its IPO.
In private equity 3 investment deals were announced in the media services, IT and transport & logistics sectors. In M&A we saw 6 deals in the
public relations, dairy, mining, transport & logistics, hospitality and food & beverage sectors while 2 farm-outs were announced in the oil &
gas sectors respectively (see Deals on p5).
In the listed equities market, the NSE All Share index made marginal gains to close the month of July at 151.69 points, (+0.9% m/m; 11.0 %
YTD) supported by positive 1H14 earnings announcements across most listed counters. However, trading remained subdued with turnover
declining to USD 172.86m (previous month USD 209.08m) and the bourse recording net foreign outflows of USD 2.76m (previous month net
foreign inflows, USD 28.3m). Safaricom (USD 11.8m) and Equity Bank (USD 7.3m) registered the highest foreign outflows with both counters
slipping 2.0% and 1.6% lower to close at KES 12.20 and KES 45.25 respectively. While high foreign inflows on KCB Bank (USD 13.3m) and EABL
(USD 4.9m) supported price appreciation on both counters. KCB Bank gained 6.9% to KES 54.50 and EABL added 3.2% to KES 292.00. At the
close of the month, the NSE launched its IPO targeting a capital raise of KES 627.0m at an offer price of KES 9.50 per share. With the selflisting targeted for 9th September 2014, NSE will become the second self-listed exchange in Africa following Johannesburg Stock Exchange.
Edward Burbidge, CFA
Chief Executive Officer, & BC Newsletter Team

OTHER KEY MARKET INDICATORS

Interest Rates
Country/Region

Key Global Commodity Performance
Current Base Rate Previous Base Rate

Central Bank of Kenya (Kenya)

8.50 %

8.50 %

11.00 %

11.00 %

Bank of Tanzania (Tanzania)

7.58 %

7.58 %

South African Reserve Bank (RSA)

5.75 %

5.50 %

Central Bank of Nigeria (Nigeria)

12.00 %

12.00 %

9.25 %

8.25 %

Bank of Uganda (Uganda)

Central Bank of Egypt (Egypt)
Bank of England (UK)

0.50 %

0.50 %

Federal Reserve Bank (USA)

0%-0.25%

0%-0.25%

European Central Bank (EU)

0.15 %

0.15 %

Inflation and GDP growth
Projected Inflation Rates Projected GDP Growth
2014
2015
2014
2015
Kenya
6.6%
5.5%
6.3%
6.3%
Uganda
6.3%
6.3%
6.4%
6.8%
Tanzania
5.2%
5.0%
7.2%
7.0%
Rwanda
4.1%
4.8%
7.5%
7.5%
Burundi
5.9%
6.0%
4.7%
4.8%
Ethiopia
6.2%
7.8%
7.5%
7.5%
Source: IMF, World Economic Outlook
Country

Commodity
Gold
Oil
Silver
Copper

2/01/2014

1/07/2014

31/07/2014

% Ch. m/m

% Ch. YTD

1,201.50
98.44
1,950.00
7,394.25

1,313.00
106.07
2,087.00
6,954.00

1,295.00
98.23
2,069.00
7,135.00

-1.4%
-7.4%
-0.9%
2.6%

7.8%
-0.2%
6.1%
-3.5%
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Resolution Insurance to spend USD 30m on acquisitions
Rea Vipingo bid down to two horse race after ruling
Nigerian Co.’s KES 25bn bid for Telkom raises valuation queries
Kenya power scheme boosts new PE fund
Porsche nets 18% share of Kenya luxury car market in 2 months
Thailand firm to open Nairobi luxury hotel
US ice cream chain to open Nairobi branch next month
Uganda Kakira sugar plans to produce Ethanol fuel by 2016
Rwanda plans USD 1bn bond to tap investor demand, Kagame
USD 25Om fund to boost businesses in the region
AfricInvest Group partners with FMO, MicroVest II, LP &
Finnfund to form SFC
 Alexander Forbes keeps equities on list of major bets despite
slow growth
 Africa Banks provided highest Return on Capital
 BRICS nation to create USD 100bn development Bank
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PART III: DEAL STATISTICS
Total number of deals in East Africa - 2014 YTD1
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PART IV: SELECTED DEALS (1/2)

Sector

Investment
type
Country Synopsis

Fairview Hotel &
Country Lodge

Hospitality

M&A

Kenya

Experiential
Marketing
(Proprietary)
Limited

Public
relations

M&A

Kenya

Kibaran Resources USD 3.1 million
Ltd

Mining

Date

Buyer

Seller

6th July 2014

City Lodge
Hotel Group

8th July 2014

ScanGroup

12th July 2014

14th July 2014

Fusion Capital

14th July 2014

Qalaa Holdings Rift Valley
(formerly
Railways
Citadel Capital)

14th July 2014

Xtra Publishing
Limited

BRCK

15th July 2014

Woodside
Petroleum

Beach Energy

18th July 2014

Danone Group Brookside

Investment size

Johannesburg-listed City Lodge Hotel Group's 100% acquisition of
Nairobi-based Fairview Hotel & Country Lodge has been
approvaled by the Competition Authority of Kenya (CAK) boosting
its Africa expansion plans. City Lodge first acquired 50 per cent
shares of Fairview in July 2012 for an estimated KES 1.2 billion,
according to the firm’s 2013 annual report, which was 50% debt
funded.
NSE-listed media services company ScanGroup has signalled an
intention to acquire majority shareholding in a South African
marketing company Experiential Marketing (Proprietary) Limited
in a deal that could further spread its footprints on the continent.
The deal is subject to approvals from regulators including the
Competition Authority of Kenya and the Capital Markets Authority.

Share
Tanzania Australian Stock Exchange listed firm Kibaran Resources Ltd has
placement
completed a USD 3.1 million shares placement to raise funds from
shareholders and new institutional investors to complete
exploration activities at the Epanko graphite project in Tanzania.
The funds will be used for drilling, pilot plant test work, feasibility
studies and application for a mining licence.
KES 125 million Media services PE
Kenya Private equity and investment firm Fusion Capital has bought into
(USD 1.4 million)
the media industry by acquiring a 40% stake in Xtra Publishing
Limited, the publisher of a free evening daily newspaper, X News
for KES 125 million. The funds to improve its working capital, IT and
editorial systems to support its business model that relies on
increasing readership through offering free content to attract
advertisers.
USD 24 million Transport & PE
Kenya Egyptian firm Qalaa Holdings has injected USD 24 million in fresh
Logistics
capital into Rift Valley Railways (RVR) as it moves to strengthen
the company’s balance sheet to support its ongoing projects. RVR
plans to spend part of the cash to buy 35 locomotives, 1,400
wagons, 300 containers and 350 fuel-ferrying tank wagons.
KES 105.5 million IT
PE
Kenya A Kenyan technology firm BRCK has secured KES 105.5 million
(USD1.2 million)
(USD1.2 million) from foreign investors to expand its local and
international operations. Juliana Rotich and Erik Hersman, the
founders of Ushahidi and iHub are some of the key people behind
the company. BRCK manufactures routers and modems going by
the brand name BRCKs that enable users access Wifi Internet
especially in remote areas.
Oil & gas
Farmout
Tanzania Woodside Petroleum has signed a farm-in agreement with Beach
Energy to acquire 70% participating interest in the Lake Tanganyika
block located in western Tanzania. The proposed work programme
includes seismic studies, with an option for future drilling and
operatorship. The agreement is, however, subject to required
government and regulatory approvals.
Dairy
M&A
Kenya French food group Danone has bought a 40% stake in Brookside,
East Africa's top dairy producer, as part of plans to expand in new
markets amid weak growth in Europe and a slowing economy in
China. The deal with Brookside, which had sales of c. EUR 130
million (USD 176 million) in 2013 and has a share of about 40% of
the Kenyan dairy market, gives Danone access to the largest milk
collection network in East Africa with over 140,000 farmers and a
distribution network of more than 200,000 outlets.
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PART IV: SELECTED DEALS (2/2)

Date

Buyer

Seller

21st July 2014

Shelter Afrique National Housing & USD 9 million
Construction
Company (NHCC)

21st July 2014

Distell Group

Kenya Wine
Agencies Limited

Investment size

Sector

Investment
type
Country Synopsis

Housing

Loan

KES 860 million Food &
(USD 9.81 million) beverage

25th July 2014

Swala Oil and Gas TZS 6.65 billion
(T)
(USD 4 million)

29th July 2014

UAP Holdings
Limited

Oil & gas

KES 3.2 billion
Financial
(USD 1.9 million) services

M&A

IPO

Corporate
bond

Kenya

Tanzania AIM listed minerals process and project management company,
focused on the mining industry in Africa, MDM Engineering Group
Limitedhas received approval for the proposed merger with
Nasdaq listed Foster Wheeler AG from the Tanzanian Fair
Competition Commission. The application with the South African
Competition Commission is progressing with a determination
expected during August 2014.
Kenya Oil and gas companies Pancontinental and BG Group have
increased their stakes in the Lamu exploration block following the
exit of Premier Oil and PTTEP. The two firms increased stakes in
Block L10B by equitably taking up the combined 40% stake;
Pancontinental increased its shareholding to 25% from 15% while
BG Group has seen its shareholding increase to 75% from 45%.

29th July 2014

Foster Wheeler MDM Engineering
AG
Group

Mining

M&A

31st July 2014

Pancontinental Premier Oil and
and BG Group PTTEP

Oil & gas

Farmout

Transport &
Logistics

M&A

4th August 2014 KONE

Marryat & Scott
(Kenya) Ltd and
Marryats East
Africa Limited

4th August 2014 NBC, Absa &
Barclays Bank
Mauritius

Star Oils Tanzania c. TZS 100 billion Petroleum
Limited
(USD 60 million)

Uganda Urban housing financier Shelter Afrique has signed a USD 9 million
loan agreement with Uganda’s National Housing and Construction
Company (NHCC). The facility will help boost the supply of
affordable housing in Uganda.
Kenya The Kenyan Governement, through the Industrial and Commercial
Development Corporation (ICDC), has agreed to sell a 26% stake in
Kenya Wine Agencies Limited (KWAL), a wines and spirits
marketer, to its South African partner Distell Group for KES 860
million (USD 9.81 million) as part of part of a bigger privatization
programme first announced in 2011 as a strategy to help improve
the nation's finances.
Tanzania Swala Oil and Gas (T)'s IPO was oversubscribed by 39% and it had
its shares listed on the Enterprise Growth Market (EGM) of the Dar
es Salaam Stock Exchange (DSE). Initially, Swala sought to collect
TZS 4.8 billion to boost its working capital but by the close of the
IPO it had collected TZS 6.65 billion, TZS 1.85 billion more than
what was planned. The Australian oil and gas explorer received
regulatory approval to exercise a green shoe option for its IPO.

Loan

UAP Holdings Limited has received 159.6% subscription in the
recently floated corporate bond in which it sought KES 2 billion
which attracted KES 3.195 billion signalling investor confidence in
the unquoted firm. The proceeds would be used for its general
corporate purposes including capital management, funding long
term assets and investments in subsidiaries. The notes are
scheduled to list on the Nairobi Securities Exchange on August 27.

Kenya

KONE, a global leader in the elevator and escalator industry, has
acquired the elevator and escalator business of Marryat & Scott
(Kenya) Ltd and Marryats East Africa Limited, its authorized
distributors in East and Central Africa. These acquisitions are in
line with KONE's long-term business strategy and they look
forward to bringing reliable products and services to Kenya,
Uganda and their neighbouring regions.
Tanzania Star Oils Tanzania Limited has received a loan facility of c. TZS 100
billion from The National Bank of Commerce (NBC), South Africa’s
Absa and Barclays Bank Mauritius. Star Oils Tanzania is one of
Mohammed Enterprises Limited (MeTL) Group’s newest business
ventures located at Kurasini area near the Dar es Salaam Port. The
firm is currently implementing the second phase of an extensive
project to store petroleum products.
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PART V: OTHER NEWS (1/6)
NSE launches IPO with expansion on the cards
Nairobi Securities Exchange (NSE) on 23rd July disclosed plans to open exchanges in four African markets as it launched its
share offer to the public. At an offer price of KES 9.50 per share, NSE valued itself at KES 1.9 billion. It is eyeing Somalia, South
Sudan, the Democratic Republic of Congo and Burundi to reduce its exposure to Kenya. The markets targeted by the exchange
do not have bourses following years of chaos. Mr Donald Ouma, the head of market and product development at NSE said these
are growing markets and the Exchange could provide a platform for companies in those markets to reach capital. The exchange
is also looking at ways of diversifying its income streams and will be using proceeds from the IPO to upgrade its IT platform so
as to support new products.
Kenya has for many years enjoyed the reputation of being a pace setter in many sectors, and this IPO is no exception. As the
Bourse stays on course to becoming the second exchange in Africa to demutualize and list itself, (preceded only by Johannesburg
Stock Exchange), its plans for expansion within the region offer it great opportunities for growth. These plans are in line with
the region’s Economic Integration, and will also contribute to financial growth of the companies in these regions.
(Source: Business Daily, BC Research)

Kenya's NIC Bank gets approval for bond issue
Kenya's NIC Bank has received regulatory approval to issue KES 8 billion (USD 90 million) worth of bonds to fund its expansion
plans. The lender, which also operates in neighbouring markets such as Tanzania, wants to use the funds to increase its capital
base in order to boost personal and business loans. The bank also announced a 9% jump in after tax profit for the first 6 months
of 2014 on account of increased lending to key industries in Kenya and in the region posting a profit of KES 2.04 billion
compared to the KES 1.87 recorded over a similar period last year.
Just like most other banks within the region, NIC Bank has consistently announced strong financial performance this year thus
far. This strong performance places it in a favourable position to raise more funds for growth capital through a rights issue as
well. Its past rights issues have been over-subscribed signalling the optimism of the company’s shareholders. If successful, the
funds will enable it to take advantage of the various financing deals expected to take place in the region.
(Source: Daily Nation, BC Research)

Britam nets KES 7 billion from bond
Insurance firm Britam has recorded a 147% oversubscription of its corporate bond issued last month to help fund the
company’s expansion raising KES 7.4 billion against a target KES 3 billion. This, according to its managing director Mr Benson
Wairegi, is a validation of the confidence the market has in the group and gives them additional impetus needed to take our
group to the next level of growth in line with our strategic plan. The bond had a green shoe option of KES 3 billion and will see
the firm take up KES 6 billion as approved by the Capital Markets Authority.
The successful issuance of the USD 2 billion (KES 175.68 billion) Eurobond in June 2014 is setting a benchmark that companies
are beginning to use to raise their own debt. CIC is expected to become the third insurance company after Britam and UAP to go
to the bond market to raise funds for expansion since the beginning of the year. The UAP Holdings corporate bond was also
oversubscribed by 59.6 per cent. The popularity of the bond offer reflects the high liquidity in the capital markets and rising
international interest in Kenyan debt.
(Source: Daily Nation, BC Research)

Kenya power scheme boosts new PE fund
Local and foreign institutional investors led a pack of entrepreneurs in pumping cash into the newly set up PE fund Ascent
Capital. Kenya Power pension scheme, Norwegian private funds investor Norfund and Austrian development bank OEEB have
put in a total of KES 1.7 billion. Ascent founding partner David Owino said that the Kenya Power scheme had put in USD 4
million (KES 352 million) and Norfund USD 10 million (KES 880 million). He added that the fund aims to close its debut fund
raising of USD 70 million (KES 6.14 billion) in December 2014, out of which the four founding partners will raise 6% of USD 4.2
million amounting to KES 370 million. Ascent has so far raised USD 50 million (KES 4.38 billion) as it looks to invest primarily in
Kenya, Ethiopia and Uganda where the fund has opened offices.
This development is an indication that Pension Fund Managers are opening up to other asset classes other than the traditional
assets that were previously dominating their portfolios. PE in Africa has seen commendable growth and continues to develop
further, with increased number of deals having been reported in the last year alone, and various Africa-focused funds having
been closed.
(Source: Business Daily, BC Research)
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PART V: OTHER NEWS (2/6)
Rea Vipingo bid down to two horse race after ruling
The bids to takeover NSE-listed sisal plantations company Rea Vipingo has been narrowed down to majority shareholder of the
company Rea Trading and Centum Investment after the Court of Appeal upheld a decision that found the third bidder, Vania
Investments Pool, to have filed its offer outside the set deadline. The firm’s bid was the highest at KES 80 per share. Rea
Trading, which already owns 57.04 pc of the company, had offered shareholders KES 70 per share and a bonus of up to KES 15
per share in the event of future disposal of Rea Vipingo’s land. Centum, which currently holds a 0.49 pc stake in Rea Vipingo, has
placed a bid of KES 75 per share for the sisal firm.
The bidders are attracted by the company’s vast land holdings of more than 70,000 acres at the Kenyan coast and in Tanzania.
Rea Vipingo market capitalization, based on the last trading price of KES 27.5, values the company at KES 1.6 billion against an
independent valuer, Ryden International, value of KES 4.5 bn on the agricultural firm assets.
(Source: Business Daily, BC Research)

More firms seek listing on the bourse, Kenya
The Growth and Enterprise Market Segment (GEMS) at the Nairobi Securities Exchange (NSE) could see an increase in activities
judging by the number of mid-sized companies seeking to be listed. According to NSE manager in charge of product
development Terrence Adembesa, at least one company is making inquiries every week with the intention to start trading on
the segment. Presently, only Home Afrika Ltd is listed on the segment.
NSE has continuously reviewed its regulations to attract more players and urged mid-sized companies seeking more visibility of
their products and confidence, to start early preparations by cleaning their accounts.
(Source: Daily Nation, BC Research)

Thailand firm to open Nairobi luxury hotel
Thailand-listed hotelier Dusit International has set a September opening date for its five-star hotel in Nairobi. The Bangkokbased hotel and resort chain will operate a hotel dubbed dusitD2 Nairobi located off Riverside Drive in the upmarket Lavington
Estate in Nairobi. The luxury hotel was scheduled to open by the end of last year, but construction delays forced the developers
to push back its opening to June and now September. The hotel is set on a development christened 14 Riverside, owned by the
Sanghrajka family, the proprietors of Tile & Carpet Centre.
The hotel will be managed and operated by Dusit International, marking its entry into the hospitality industry in sub-Saharan
Africa. The Thai hotel chain owns the Dusit Thani LakeView Cairo in Egypt which opened in 2009. The 101-bedroom dusitD2
Nairobi Hotel is expected to increase Nairobi’s bed capacity which has witnessed increased demand for accommodation due to
its status as the regional hub for many multinationals.
In spite of the insecurity concerns surrounding Kenya, international investors are still attracted by the country’s growth
prospects, and this investment echoes these sentiments. Nairobi in particular continues to be an attractive region to
international investors having seen many other international hotels setting up shop in the region in the recent past, and many
more having expressed interest to expand into the region, based on our internal research.
(Source: Business Daily, BC Research)

Athi River Mining profit up 20 per cent to KES 847m
Listed cement maker Athi River Mining has posted a 20 per cent increase in profit after tax for the first six months of the year
due to increased sales of cement. The company also attributed its profits to the rising purchase of its mavuno fertiliser by
farmers on recommendation by the Agriculture ministry after a nation-wide soil sample survey early in the year. Cement sells in
Kenya increased by 10 per cent while Tanzania saw a 38 per cent increase with the firm’s distribution of its rhino cement
increasing in the two countries. Half year profits for the period under review stood at KES 847 million from KES 703 million
reported over a similar period last year. Revenues rose by 16 per cent to KES 7.57 billion from KES 6.499 billion last year with
the management projecting a positive outlook following the commissioning of its clinker plant in Tanzania. Investment
towards completion of the clinker plant was KES 2.7 billion in the six months, raising the total outlay for the 1.8 million tonnes a
year plant to KES 15 billion.
Looking at the Cement Sector, we expect improved demand driven by infrastructure deficit in the region, housing development,
oil discovery combined with other Government and private sector infrastructure projects although the expansion of already
existing players (ARM and National Cement) and the anticipated entry of new players (Dangote Cement) will likely result in
downward pricing pressure.
(Source: Business Daily, BC Research)
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PART V: OTHER NEWS (3/6)
Uchumi gets approval to cross-list on Dar bourse
Tanzania’s Capital Markets and Securities Authority (CMSA) has approved Uchumi Supermarkets to cross-list shares on the Dar
es Salaam Stock Exchange. Uchumi, which already has four branches in Tanzania, said it will cross-list on the Dar es Salaam
bourse on August 15. The retailer is already cross-listed on the Uganda Securities Exchange (USE), where it has subsidiaries,
and on the Rwanda bourse. The retailer plans to open stores in South Sudan and Rwanda too. Uchumi’s cross-listing in
Tanzania comes at a time when rival Nakumatt Holdings has closed a deal to buy out three Tanzanian outlets of South African
retail chain Shoprite.
The listing is expected to increase Uchumi’s market visibility and boost its rights issue plans, to be conducted in November this
year, to fund its expansion plans. The Kenyan government, the single largest shareholder of Uchumi (13.4% stake), has
committed to take up its full allocation of shares in the cash call of up to KES 1.5 billion going by the initial price target of c. KES
15 per share.
(Source: Business Daily, BC Research)

Swala to take excess funds from Dar IPO
Swala Oil & Gas (Tanzania) Plc, a subsidiary of Australian Securities Exchange listed gas and oil explorer Swala Energy Limited,
will accept more cash than initially planned after the oversubscription of its initial public offering (IPO) following the receipt of
regulatory approval to exercise a green shoe option for its IPO which managed to attract TZS 6.65 billion (USD 4 million) against
the TZS 4.8 billion targeted. The company listed on the Enterprise Growth Market (EGM) on the Dar es Salaam Stock Exchange
(DSE). This makes it the second company to list under the segment and the 20th company to list on the Dar es Salaam bourse.
Swala, which is actively exploring the East African rift system, has a total net land package of 17,500sq. km and becomes the
first public owned oil and gas company in East Africa. The company has set the pace for more oil & gas, mining and service
companies to these sectors to cross list on the regional exchanges as a way of enabling the East Africa residents to reap the
benefits of huge discoveries of natural resources in the region.
(Source: Business Daily, BC Research)

Uganda’s Umeme biggest gainer at the bourse in July
Uganda Stock Exchange (USE) listed Ugandan power distributor Umeme, which is cross listed on the Nairobi Securities
Exchange (NSE), was the biggest gainer at the NSE in the month of July after liquidity improved on the back of the recent sale of
shares held by private equity firm Actis with the shares price rising 54% from USD 0.15 (KES 13) to USD 0.23 (KES 20). Umeme
cross-listed on the NSE from the USE in December 2012 at a price of USD 0.10 (KES 8.80). The share traded for the first time in
July since mid-last year with the sharp rise in price indicating investor appetite for the stock recording a turnover of c. USD
216,000 during that month with foreign investors accounting for 45% of the trades.
Analysts expect the stock to maintain an upward trajectory owing to Umeme’s strong fundamentals which anchor its
attractiveness especially since the company is the sole distributor of electricity in Uganda and the expected growth of the
manufacturing industry in Uganda. Umeme also has huge potential as Uganda has a low penetration of electricity connections
at about 12% against Kenya’s estimated 23%.
(Source: Business Daily, BC Research)

Resolution Insurance to spend USD 30 million on regional acquisitions
Resolution Insurance, a private Insurance firm based in Kenya, will spend up to USD 30m between 2014 and 2015 on regional
acquisitions, said a source with knowledge of the company’s expansion strategy. Acquisitions are aimed at boosting revenue
and gaining critical mass. Resolution is interested in private, medium-sized insurance companies and would aim for a majority
stake or full takeover. It is targeting Tanzania, Uganda and Burundi, but is keen to find a target in Uganda. Company executives
and advisers will start looking for acquisitions by the end of 2014. The company will use its own cash reserves to fund buys and
will also approach local and international banks for credit lines.
(Source: MergerMarket, BC Research)
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PART V: OTHER NEWS (4/6)
African Banks Provided Highest Return On Capital In 2013
According to The Banker, a publication of the Financial Times Ltd, African banks gave shareholders the highest return on
investment in 2013. African banks made the highest returns on capital of 24 per cent double the average return for the rest of
the globe. Kenya’s Equity Bank ranked first in Africa, with a 54.68 pc Return on Capital (ROC); National Bank of Egypt’s 52.77 pc
ROC made it second on the list. CIB Egypt garnered a 47.84 percent ROC in 2013, while State Bank of Mauritius ranked 4th with
40.49 percent. Kenya Commercial Bank (KCB) recorded 39.53 pc to rank 5th in Africa.
The performance of African banks in giving good returns of investment is largely due to increased Foreign Direct Investment
(FDI) inflow into the continent, which grew by 4 percent to USD 57 bn in 2013, according to the United Nations. World Bank
noted that while the real Gross Domestic Product (GDP) of sub-Saharan Africa grew by 4.7 percent in 2013 and is expected to
grow to 5.3 pc and 5.5 pc in 2014 and 2016 respectively as FDI inflow grows. With further FDI growth expected in 2014 and
beyond, African banks are expected to continue their impressive performance
(Source: Ventures Africa, BC Research)

BRICS countries create USD 100 billion bank to ease western grip on global finances
The leaders of the BRICS emerging market countries have launched a USD 100 bn (GBP 58.3bn) development Bank and an
emergency reserve fund in their first major step towards reshaping the western-dominated international financial system. The
New Development Bank, aimed at funding infrastructure projects in developing nations, will be based in Shanghai, and India
will preside over its operations for the first five years, followed by Brazil and then Russia, leaders of the five-country group
announced at a summit.
They also set up a currency reserves pool to help countries forestall short-term liquidity pressures. The BRICS were prompted
to seek coordinated action after an exodus of capital from emerging markets in 2013, triggered by the scaling back of US
monetary stimulus. The new bank reflects the growing influence of the BRICS, which account for almost half the world's
population and about a fifth of global economic output.
Negotiations to create the bank dragged on for more than two years as Brazil and India fought China's attempts to get a bigger
share in the lender than the others. Brazil and India prevailed in keeping equal equity at its launch, but fears linger that China,
the world's second-largest economy, could try to assert greater influence over the bank to expand its political clout abroad.
China, however, will not preside over the bank for two decades.
(Source: The Guardian, BC Research)

Alexander Forbes keeps equities on list of major bets despite slow growth
Pension managers Alexander Forbes (AF) says it will continue to put funds in equities in 2014, despite a slowdown in growth of
returns at the stock market compared to 2013. The firm is one of the largest managers in the country with 28,000 members of
retirement schemes. According to Alexander Forbes retirement fund chair, the firm would only shift investment from nonperforming counters instead of moving into other investment classes. The pension manager disclosed that returns from its
pensions section stood at 18 per cent and that of the provident section 21.5 per cent in 2013, from 15 per cent and 16 per cent
respectively in 2012.
Equity investments constituted 25.5 per cent of all assets under management, while banking and manufacturing took the lion’s
share with 66 per cent of all investment in quoted equities. The stock market has recorded slower growth this year compared to
2012 and 2013. The All Share index, which also incorporates the smaller counters has gained 11 per cent this year to June,
though this is much lower than the 23 per cent gain last year. Industry assets under management grew by 27 per cent from
Sh548.7 billion in December 2012 to Sh696.68 billion in December 2013, According to regulator RBA.
(Source: Business Daily , BC Research)
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PART V: OTHER NEWS (5/6)
Uganda Kakira sugar plans to produce Ethanol fuel by 2016
Kakira Sugar Works Ltd., Uganda’s biggest processor of the sweetener, plans to build an ethanol plant by the end of 2016 after it
spent USD 75 million expanding cane-crushing and power operations over the past two years. The ethanol from the facility that
will have capacity to produce 20 million liters (5.3 million gallons) annually will be distilled from 85,000 metric tons of
molasses, the result of processing 2 million tons of cane, Kenneth Musinga Barungi, an assistant to the company’s general
manager. The company is owned by the Kakira-based Madhvani Group, one of the nation’s leading industrial groups, which is
classified by Forbes magazine among the 10 biggest family companies in Africa. Kakira may boost its sugar production this year
to 180,000 tons from 152,204 tons last year, according to the Uganda Sugar Manufacturers’ Association, of which the company
is a member.
This ethanol producing plant is bound to add great value to various consumers of fuel as it is expected to reduce fuel costs
significantly. It will also increase demand for sugar cane which will aid in developing the market for sugarcane farmers in
Uganda, and perhaps even the entire region at large.
(Source: The EastAfrican, BC Research)

Oil sector raises Kenya’s FDI inflows 98 per cent
The oil sector pushed Foreign Direct Investments (FDI) inflows into Kenya up almost twice in 2013. United Nations Conference
on Trade and Development (UNCTAD) World Investment Report 2014 says FDI inflows in 2013 stood at USD 514 million (KES
45.18 billion), up from USD 259 million (KES 22.7 billion) a year earlier which is a 98 per cent increase. The report says the
capital mainly went to oil, gas and the manufacturing industries. “Kenya is developing as a favoured business hub, not only for
oil and gas exploration in the sub-region but also for industrial production and transport. The country is set to develop further
as a regional hub for energy, services and manufacturing over the next decade,” says the report.
According to GlobalData, a London-based research and consulting firm, Kenya’s oil blocks with proven reserves so far could
generate as much as USD 10 billion (KES 870 billion) and catalyse the growth of the economy. The figure is based on estimates
from findings on the successful wells that have been drilled by Tullow Oil and African Oil. With the continued discoveries made
in the oil and gas sector we expect to see continued investment into the sector.
(Source: The EastAfrican, BC Research)

USD 250m fund to boost businesses in the region
A new USD 250 million fund has been announced to be given in grants and interest-free loans to businesses across East Africa.
Businesses that qualify in a competition to provide renewable energy solutions in rural areas and enable small-scale farmers to
adapt to climate change through projects like irrigation and widening financing opportunities for small businesses in the
region, will benefit. The USD 250 million fund managed by KPMG and fundraised under the umbrella of Alliance for a Green
Revolution in Africa (Agra) was announced by the Africa Enterprise Challenge Fund (AECF). Priority will be given to businesses
that can match the grant applied for, usually a minimum of USD 250,000 to USD 1.5 million. The matching does not necessarily
have to be in capital commitment but also in kind. The fund offers an opportunity for small businesses with innovative ideas to
gain from soft financing at a time when interest rates charged by commercial banks in the region are high. Businesses have a
window of two months, from July 15, to apply for the funding through the AECF website.
(Source: The EastAfrican, BC Research)

Porsche gains 18pc share of Kenya luxury car market in two months
Luxury car dealer Porsche has gained an 18 per cent share in the high-end market within two months of opening its Nairobi
operations, pointing to pent-up demand for its brand from middle-income and wealthy motor enthusiasts. Latest data released
by the Kenya Motor Industry Association (KMI) shows that Porsche sold 27 units of its Cayenne models, priced between KES 10
million and KES 30 million, in May and June. This catapulted the firm to the position of third-largest luxury car dealer in the first
half of the year, beating Bavaria Auto which sells the BMW brand. Total sales of luxury vehicles rose 53 per cent to 153 units in
the six months ended June, compared to 100 units a year earlier.
As evidenced by the entry of and success of Porsche in Kenya, multinational corporations dealing in mobile phones, cars, food,
cosmetics and clothes to financial services and entertainment have seen major growth in African markets. A more affluent
lifestyle associated with the middle class has contributed to increased domestic consumption.
(Source: Business Daily , BC Research)
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PART V: OTHER NEWS (6/6)
US ice cream chain to open Nairobi branch next month
Cold Stone Creamery, an American ice cream chain, has joined a raft of Western retailers setting up base in Kenya with its first
store set to open in Nairobi by the end of September 2014. Cold Stone Creamery said its debut Nairobi branch is among seven it
plans to open over the next five years. The ice cream vendor is entering the Kenyan market through a 10-year franchise deal
with Om Nom Nom Mauritius Ltd, a firm that also operates in the East Africa region and has interests in retail, hotel, catering
and real-estate industries.
The emerging and growing consumer middle class in Kenya, that offers a perfect market for the food retail business, has seen US
fast food chains Subway and KFC expand into the Kenyan market in the recent past. Investors have also been drawn by eateries
and related companies that have successfully captured the market such as ECP’s, a Pan-African private equity firm, investment
in Nairobi Java House in May 2012.
(Source: The EastAfrican, BC Research)

Nigerian company’s KES 25 billion bid for Telkom Kenya raises queries on valuation
Nigerian company, Mega Tech, is said to have placed its offer of KES 25bn (USD 280m) for 70 pc shares of Telkom Kenya
alongside Vietnamese firm Viettel’s KES10.6 bn (USD 120 m) bid and another KES16.3 bn (KES 185 m) proposal by a British
Consortium. The wide discrepancy in the bidders’ valuation reflecting uncertainty over the ownership of land held by Telkom
Kenya, as well as employee claims filed in court. Global telecommunications giant France Telecom owns 70 per cent of Telkom
Kenya.
The French group, had pledged to turn around Telkom Kenya’s performance by 2010 and list it on the Nairobi Securities
Exchange by end of 2014, a target that has been made impossible by persistent loss-making. According to TMT Finance, Telkom
Kenya is expected to be a particularly tough sell, with the licence conditions requiring the buyer to be a well-established
operator, with the emphasis focused on how much the new investor is willing to plough into the company post-acquisition.
(Source: Business Daily, BC Research)

AfricInvest Group partners with FMO, Microvest II, LP & Finnfund to form SFC Finance
AfricInvest, along with FMO, MicroVest II, LP and Finnfund, announced the creation of SFC Finance, a lender to African small
and medium enterprises (SMEs) in July 2014. SFC Finance will commence operations with committed shareholders’ equity of
USD 20 million and an initial USD 50 million debt facility extended by the Overseas Private Investment Corporation (OPIC). SFC
will also work with FMO, one of its key shareholders, to provide technical assistance to its customers.
SME’s in Africa are considered a great driving force in the rise of African economies, contributing significantly to the GDP of the
continent. They however still face various challenges especially when it comes to accessing affordable capital to fund growth.
The World Bank stated in a report that “Firms in Africa, with similar growth opportunities as firms in other developing
countries, are more dependent on internal funds and more credit constrained’. SFC Finance is therefore expected to bridge this
gap and allow SMEs to access affordable debt financing to help grow their businesses.
(Source: The EastAfrican, BC Research)

Kagame Says Rwanda Plans $1 Billion Bond on Investor Demand
Rwanda plans to sell its second international bond of as much as USD 1 billion next year to fund the construction of an airport
and power plants, seeking to tap burgeoning investor demand and the success of the USD 400 million bond issued in April 2013
that was more than eight times oversubscribed, President Paul Kagame said in an interview at the US-Africa Leaders Summit in
Washington. The infrastructure projects that Rwanda plans to fund include an upgrade to the country’s main international
airport outside the capital, Kigali, and the construction of a 150-MW geothermal plant, he said. Funding is also required for a
methane-fired power facilities project that involves extracting the gas from underneath Lake Kivu that will produce as much as
100 MW of power, he said. Rwanda is one of Africa’s fastest-growing economies (averaging 7% over the past 5 years) and IMF
estimates that the economy will expand 7.5% this year and next.
Falling borrowing costs have prompted African nations from Kenya to Senegal to tap global bond markets, with sub-Saharan
African nations selling USD 6.39 billion in debt YTD, compared with USD 9.7 billion in all of 2013, according to Standard Bank
Group Ltd.
(Source: Bloomberg, BC Research)
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PART VI: UPCOMING EVENTS/CONFERENCES

Events
Date
2nd Annual Africa Investment 27 - 28 August
Funds and Asset Management 2014
Forum 2014

5th Annual Africa Gas & LNG
Summit 2014

Venue

Dar es Salam, Tanzania

Theme
AIFAM Forum is an African focused investment funds and asset management forum bringing together
senior decision-makers and a speaking faculty of thought leaders meticulously selected from around
the globe. The Annual Africa Investment Funds & Asset Management (AIFAM) Forum, arguably the
most comprehensive and the biggest pension funds investment forum in Africa, successfully
inaugurated in Johannesburg, South Africa in 2013 at the Johannesburg Stock Exchange (JSE).

Hilton Hotel (DoubleTree),
Dar es Salaam,Tanzania

The conference focuses on sustainable development which would be economically beneficial to the
region, investors and its service providers considering the strategic location, regulation reform, local
content development, planned channelled investments in project development, environmental and
host community impact, gas/LNG to power project development, competitive gas/LNG pricing and safe
and secure development and supply of LNG and Natural gas.

01 - 04 September
2014

AITEC Banking & Mobile Money 10 - 11 September
COMESA 2014
2014
Intercontinental Hotel,
Nairobi, Kenya
Property Investor Africa
19 September
Summit 2014
2014

Africa Hotel Investment Forum 29 Sept. - 1 Oct.
2014

3rd East Africa Oil and Gas
Summit & Exhibition

15 - 17 October

Mining Business & Investment 16 - 17 October
Conference
2014

Now entering its eighth year as the region’s leading banking forum, AITEC Banking & Mobile Banking
COMESA 2014 will address the key issues faced by the region’s increasingly dynamic financial services
sector.
Themed Investing in Africa, the summit will bring together distinguished leaders and policy-makers
from the EU, Africa, Asia and the Middle East, will analyzes the prospects of the African emerging
economy. They will also cover market trends, share industry experience, engage in insightful debate
and will highlight where the best opportunities and challenges lie. A key focus area is the recent
Grange Tower Bridge Hotel,
proven discovery of oil and gas on the continent, as well as the formalizing of its banking sector.
London, UK
AHIF brings together top-level executives from all areas of the industry including investors, hotel
owners, financiers, developers, brands, operators, lawyers, advisors, architects and senior
Sheraton Hotel,
government officials. AHIF moves around Africa exploring new emerging countries and provides a
Addis Ababa, Ethiopia
platform for education, networking and insight into country investment opportunities.
The 3rd East Africa Oil and Gas Summit (EAOGS) will build on the success of the 2013 Summit which
welcomed over 350 delegates from 200 regional and international companies and 30 different
Kenyatta International Convention countries. In 2014 this prestigious, government-led summit and exhibition will once again provide a
Centre (KICC),
platform for East African ministries and the National Oil companies to engage with international and
Nairobi, Kenya
local investors to examine the vast opportunities across East Africa.
This strategic conference will be led by crucial investors in the industry to share their knowledge on
solutions that cut across the energy, infrastructure & financing challenges in the industry. MBI Eastern
Safari Park Hotel,
Africa is now the platform that holistically represents the entire Eastern Africans Mining region.
Nairobi, Kenya

The Global African Investment 20 - 21 October
Summit
2014

The Savoy Hotel,
London, UK
21st Africa Oil Week

3 - 7 November
2014

ASEA 2014 Conference

23 - 26 November
2014

Africa Financial Services
Investment Conference

12 - 13 May
2015

Cape Town, South Africa

Diani, Kenya

Hilton Metropole,
Brighton, UK

The Global African Investment Summit is a platform run in partnership with 4 African state houses and
to stimulate global private sector investment into African energy, mining, agriculture and
infrastructure projects. The event will provide a platform for African governments to discuss the
competitive nature of their economies for investment with the global private sector. The event will
focus on ministers promoting bankable projects which carry high return potential to the global private
sector investment community.
The world’s longest-established Conference dedicated to Africa's upstream industry. It features:
Africa's Giant Plays & Opportunities, Young Professionals In Oil & Gas Program, Leading Corporate
Players In Africa, Governement roadshows, 18th Annual Board Awards, Key Players In Africa's
Hydrocarbons, Global Women In Africa Business Breakfast, New Frontier Openings, Dinners and
Networking Receptions among others.
This year’s theme will be, Africa On The Rise: Strengthening The Capital Markets Ecosystem To Fuel
Economic Growth. It is a forum to highlight relevant issues relating to African financial markets and
global financial trends. This is an important opportunity for players in African Stock Markets to come
together, debate and suggest solutions for the issues that characterize the African Stock Markets.
The objective of the Africa Financial Services Investment Conference is to increase investment into
Africa’s financial services sector by bringing listed, and unlisted financial services companies from
across Africa together with debt and equity institutional investors, and other interested parties. The
2015 is likely to attract substantial numbers of companies as the event is rapidly becoming a key event
for African financial service companies.
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