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Five banks broke
CBK guidelines
last year - report
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SUB SAHARAN AFRICA
CURRENCY BLOODBATH

O
REGULATOR: Central Bank of Kenya licences and supervises all lending institutions in the country.
BY CONSTANT MUNDA
FIVE commercial banks were
found culpable of violating
laws and regulations guiding
the industry last year, the Central Bank has said, an increase
from four in 2013.
The regulator said it noticed
seven incidents of non-compliance related to three sections of both the Banking Act
and Central Bank’s Prudential
Guidelines.
“In the previous year, 2013,
four banks were not compliant
with six sections of the Banking Act,” the bank said in its
annual report published on its
website on Friday. It did not
however disclose the identity
of the banks.
Two banks were found to
have given a loan which is
more than a quarter of their
core capital – value of equity
and retained earnings – to a
single borrower, in violation of
the Banking Act that caps the
loan to a single customer at 25
per cent of core capital.
Two other banks did not

comply with the provision restricting them from investing
more than 20 per cent of their
core capital in real property land and buildings.
Two of the banks breached
the provision on capitalisation
by not meeting the minimum
statutory total capital to total
risk weighted assets ratio of
12 per cent. The ratio has since
been increased to 14.5 per cent
from July.
Financial statements up to
March 2015 show that stateowned National Bank and
Consolidated Bank were not
compliant with their capitalisation standing at 12.88 per cent
and 11.7 per cent, respectively,
against the statutory 14.5 per
cent.
One more bank was further
found to have violated the requirement that a board member must attend at least three
quarters of board meeting in a
financial year.
“Appropriate remedial action was taken on the concerned institutions by the Central Bank in respect of these

violations,” the CBK says without giving details.
Sanctions usually range from
warnings to small penalties.
The industry however remains stable and sound based
on the capital adequacy, asset
quality, income and liquidity,
and the quality of management.
Based on that performance
rating, 22 banks were rated as
strong from 18 in 2013, while
those classified as satisfactory
declined to 16 from 20 previously.
The market share of strong
banks rose by a slim 0.1 per
cent to 67.3 per cent with
net asset of Sh2.15 trillion –
an 18.1 per cent jump from
Sh1.82 trillion a year before.
Those rated as satisfactory
controlled 30.8 per cent market share with Sh985.35 billion in assets, a slight decline
from 30.9 per cent.
Performance of the remainder five banks was rated as fair,
and accounted for for 1.9 per
cent share which is unchanged
from 12 months ago.

Coca-Cola Foundation pledges Sh432m for youth
BY STAR REPORTER
KENYA, Tunisia, South
Africa, Liberia, Nigeria and
Uganda will benefit from
a $4.5 million (Sh432.49
million) funding for a youth
empowerment initiative, the
Coca-Cola Africa Foundation has said.

The chairman Nathan
Kalumbu said the youth empowered for success program
will provide training on life
and business skills, access to
employment and mentoring
for 25,000 young Africans in
the six countries.
“Harnessing the incredible energy and ambition

of a young and growing
population will be critical
to Africa’s future economic
advancement,” he said.
The programme will be
introduced in Kenya, Tunisia
and South Africa in phase
one before being implemented in Liberia, Nigeria and
Uganda.

n Friday, the US
issued its monthly
non-farm payroll
numbers and confirmed that the US
Economy added 280,000 jobs
in May, which number was well
north of analyst expectations of
225,000. The dollar soared as
high as 125.85 versus the yen a
level not seen for 13 years and
rallied across the board.
On Saturday morning, as I
scanned the headlines on the
Bloomberg Africa page, three of
the eight stories were related to
sub-Saharan Africa currencies.
The first headline was about the
rand and we learnt that the rand
slumped as much as 2.7 per cent
on Friday to 12.7105 per dollar, the
lowest level since December 2001,
before paring some of the losses.
The second headline referenced the Angolan kwanza and
confirmed the rate for the kwanza weakened to 116.8745 per
dollar on Friday, compared with
110.518 on Thursday, according
to prices on Luanda-based Banco
Nacional de Angola’s website. The
currency dropped 6.6 per cent,
the most since October 2009, to
117.7085 per dollar on the interbank market as of 1:11 p.m. in the
capital, a record low.
The final story was about the
Ghana cedi which has slumped
22.8 per cent this year, the worst
among 24 African currencies
tracked by Bloomberg and is at
levels not seen since May 1994
when Bloomberg began compiling the data. It was a terrible
week for Ghana with the floods
and the petrol station tragedy
and the only thing Ghana can
console itself with right now
are the melliflous tones of its
President who has presided over
this debacle.
Over in Nigeria, one thing that
will define the Buhari administration is how quickly the president
steps up and devalues the naira.
The finger in the dyke strategy

is running on empty and the
President needs to bite the
bullet and take the naira down
big and probably to somewhere
like 275.00, which is an over
reach but will allow the market
to then find the equilibrium level.
Wherever you care to look, our
currencies are falling off a cliff
and are in free fall. Last time I
checked the only currency in
Africa that had appreciated in
2015 against the dollar was the
Malawi kwacha.
Interestingly, the shilling was
‘’teflon’’ again last week and
since a heavy-duty intervention
the previous week at 99+ and
closed last week below 97.00.
Now given the backdrop I have
just described where the dollar is
king, I am not sure how long the
shilling can hang tough.
Certainly, the appointment
of a substantive Central Bank
Governor [finally] will be helpful
but these are seriously choppy
waters. The MPC has called an
emergency meeting and market
participants are expecting a 100
basis point increase. In these
environments, I have found that
the markets are ‘’red in tooth
and claw’’ and you start by giving them a 100 basis points,
the market will want 500 basis
points, in the blink of an eye.
I am not convinced that the
economy is running away and
a rate hike at this point [or a
series of them in an attempt to
defend the shilling] might just
cut the legs from underneath
us. Look around and tell me
what is booming. Tourism has
cratered. Q1 earnings at the
Nairobi Securities Exchange have
turned softer, in the main. Making
money too tight to mention at
this juncture will have serious
knock-on effects.
I am afraid, I believe the dollar
has now achieved escape velocity.
Therefore, in my view, the trend is
your friend and there is going to
be more blood in the water.

Readers are advised that this column represents Mr Satchu’s personal opinions.

