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Bond market reaps
from stocks flight

Can YOU outsmart
the expert?

ALY KHAN’S
STAR
PORTFOLIO
THE END IS NOT NIGH AT THE
SECURITIES EXCHANGE

M

SELL-OFF: An investor looks at the digital board at the Nairobi Securities Exchange.
BY STAR REPORTER
TURNOVER on the bond market
more than doubled last week as
risk-averse investors on the stock
market continue to seek safer
shelter and better returns on their
investments, weekly data by the
Central Bank shows.
The market transacted volumes
worth Sh9.77 billion for the week
to last Thursday, 139.07 per cent
higher than Sh4.09 billion that
changed hands seven days earlier.
“This may be attributed to
investors rebalancing their portfolio
by divesting from equities market to
bonds market which are considered
safer,” the CBK said in its weekly
bulletin.
The bond market is largely
benefitting from devaluation of
shares trading at the Nairobi bourse
that has over the last couple of
months seen a pull-out by foreign
investors to Nigeria and Egypt
stock markets.
Other foreign investors at the
Nairobi Securities Exchange are

also shifting their cash to the US
markets where the Federal Reserve
is next month expected to increase
benchmark interest rates from 2.5
per cent for the first time since 2006
on rebounding economic growth.
The NSE-20 Share index,
the benchmark for the market
performance, last week was down
3.05 per cent. Investors’ wealth as
measured by market capitalisation
also dropped by Sh60 billion to
Sh2.05 trillion down from Sh2.11
trillion the previous week, a 3.01
per cent decline.
Researchers at CfC Stanbic Bank
said foreign investors are selling off
shilling-denominated assets as the
currency continue to be battered by
the US dollar.
By June, the shilling had fallen
by about 13 per cent and was
hovering towards 103 levels to the
greenback. The shilling has since
clawed back to trade at an average
of 101.61 last week, a 0.07 per cent
gain over the previous week.
This followed
the 300-basis
point rise on the Central Bank Rate

to 11.5 per cent over the last two
months.
“The recent tightening of
monetary policy by the CBK is
trying to address this and it is an
appropriate strategy to give an
additional sense of comfort to
foreign portfolio investors that
the... (weakening of the shilling
to the dollar) won’t get disorderly
and wipe out their asset gains, CfC
Stanbic economist Jibran Qureishi
said in a research note.
At
the weekly auction, the
one-year Treasury Bills was
oversubscribed for the first time
in many months, buoyed by
institutional investors seeking
better returns.
The CBK, which uses the T-bills to
raise cash for short term budgetary
support, said it received bids
worth Sh6.99 billion for the 364day paper, an over-subscription of
Sh2.96 billion week-on-week.
It accepted bids valued at Sh5.13
billion at an average yield of 13.1
per cent, slightly reduced from 13.5
per cent a week earlier.

Engage private sector, Uhuru urges EAC
BY PSCU
EAST African Community countries need to engage the private
sector when formulating business
laws and regulations to accelerate
integration proces under the bloc’s
common market protocol, President Uhuru Kenyatta has said.
He said such consultations will
help better the region’s business
environment, helping firms thrive
and spark faster economic growth.

Speaking during a business
forum on his three-day state
visit to west-neighbouring Uganda
that ends today, Uhuru however
emphasised that companies need
to become more innovative and
competitive to remain relevant in a
highly globalising market.
The president on Saturday held
bilateral talks with his host, President Yoweri Museveni focusing on
security, anti-terrorism, trade and
investment.

In a statement to newsrooms
yesterday, the Presidential Strategic Communications Unit said
the two countries are working on
a framework to forge increased
collaboration of companies to
enhance their competitivenes.
This will give an edge ahead of
the proposed 700 million-people
tripartite market, bringing together
the EAC, Comesa and Southern
Africa Development Community
26 member countries.

ANY years ago and when I was a boarder at
Westminster school, I used to like wandering
the streets of central London on the weekend.
My typical circuit would pass by 10 Downing
Street, Trafalgar Square, St James and Green
Parks, and I would often times end up at
Speaker’s Corner in Hyde Park.
Speaker’s Corner was a place where anyone stand up and
speak about anything they chose. I am talking about a period
when the then Ayatollah Ruhollah Khomeini was upending the
Peacock Throne, when Mrs. Thatcher was upending the Labour
Party and Blondie was top of the charts.
The curious thing about these Sunday meanderings around
London was that I would always come across a fellow, a
walking bill-board as it were and on the front and the back
would be written: ‘’The end is nigh’’
It was like a Paul Auster novel. I would see him in Trafalgar
Square, then he might pop up at Speaker’s Corner and once
even in the cloisters at Westminster Abbey. This kind of thing
can unhinge a teenager.
Why am I bringing this up from the recesses of My
Memory’s Mausoleum?
Well “The end is nigh’’ for crude oil and oil producers from
Caracas to Luanda, from Riyadh to Abuja who were squealing
like pigs are about to be served up as rashers. Oil in New
York closed below $44.00 a barrel on Friday and has more
to fall. Think about this, given South Sudan’s contractual
arrangements, they might soon be paying for each barrel
they extract from the ground. Oil is now in free fall. The end
is nigh for the oil based, rentier economies. President Obama,
first Kenyan-American president of the United States and oil
warfare specialist, has scored the equivalent of a hat-trick
at the World Cup in how he has advanced the US national
interest by using the price of oil as a geopolitical spear. Oil
based economies are going to contract, currencies which
have already collapsed are going to be routed and Greekstyle austerity will be the order of the day. The melt-down is
coming.
Ryszard Kapuciski said: “If the crowd disperses, goes home,
does not reassemble, we say the revolution is over.”
The revolution is only just beginning.
Closer to home, quite a few folks had begun throwing in the
towel and thinking ‘The end is nigh’’ with respect to the shilling
and the Securities Exchange. The Central Bank made the right
call last week leaving the CBR unchanged.
I said this to Bloomberg before the announcement last
Monday:“He can afford to take a pass this time” and leave the
key rate at 11.5 per cent.
Higher rates are not helping to stem the shilling’s slide
and the currency’s weakness has yet to translate into faster
inflation.
The central banker has however tightened the overnight
rate to above 22 per cent. I commend the CBK on a job well
done. We might even see the shilling dip below triple digits
soon.
The Collapse in crude oil is singularly helpful for the shilling
[if not for the oil based hopes of Turkana - forget it for a
decade].
The stock market had been in a free dive and through
Wednesday closing, the All Share was 10.48 per cent lower in
2015 and the NSE20 Index had shed 15.55 per cent. Throw in
another 10 per cent on the currency devaluation and things
were not looking good on the streets. The market has had to
absorb a lot of stock. On Friday, however, the All-Share scored
a stunning rebound of 2.74 percent for its biggest single
session gain in 2015. The NSE20 rebounded 64.39 points.
Shares go up and down and readers are advised that this column
represents Mr Satchu’s personal opinions.

