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Cost of living soars
as fuel prices rise
BY CONSTANT MUNDA
FUEL prices have been increased
by between Sh2.54 and Sh4.39
per litre for the next one month,
an upward trend likely continue
for the rest of the year.
Motorists will now pay Sh97.28
for petrol in Nairobi from Sh92.89
per litre.
In Mombasa, it’s costing
Sh93.95 and in Kisumu Sh99.20,
following the monthly price review by Energy Regulatory Commission yesterday.
Diesel, used in running farm and
industrial machinery and in transportation, goes up by an average
of Sh3.97 per litre, and is retailing
at Sh83.31 in Nairobi, Sh80.02
in Mombasa and Sh85.44 in Kisumu.
The pain at the pump will not
spare poor households as it will
cost them Sh2.54 more per litre of
kerosene to light and cook in their
homes. Kerosene has gone up to
Sh61.78, Sh59.04 and Sh63.63 in
Nairobi, Mombasa and Kisumu
respectively.
A rise in fuel prices is likely to
continue piling pressure on cost of
living as the commodity accounts
for about 40 per cent of production expenses in the country.
In raising the indicative interest rates to 10 per cent from 8.5
per cent last Tuesday, the Central
Bank cited the expected increase
in global crude oil prices and
weakening of the shilling as key
concerns.
CBK deputy governor Haron
Sirima said “the projected recovery in international oil prices”
and volatility in global foreign
exchange markets “have implications on inflationary expectations”.
It is hoped that a rise in interest
rates makes it expensive for consumers to get cash for spending,
which ultimately makes it difficult
for producers to increase prices of
goods and services.
The ERC attributed the increase in fuel prices, to new highs
since December-January review, to
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NO RELIEF: Increase in petrol prices will raise the rate of inflation.
a higher cost of imported petroleum products and a steep 3.1 per
cent depreciation of the shilling
between April and May.
The cost of imported petrol
was 5.11 per cent higher last
month to $703.37(Sh68,128.42)
per tonne compared to April,
while diesel rose 3.61 per cent to
$602.46(Sh58,354.28), ERC said.
Kerosene rose 3.25 per cent to
$633.13(Sh61,324.97).
Unlike petrol and diesel, kerosene is not taxed.
Diesel and petrol consumers
are now paying 42.84 per cent or
Sh25 and Sh24.76 more per litre
at the pump, respectively, than the

landed cost at port of Mombasa.
The difference goes into taxes
and levies, profit for oil marketers and distribution costs from the
port.
Petrol and diesel are likely
to cost slightly more from next
month after the Fuel Levy was increased from Sh9 to Sh12 per litre
in last Thursday’s Budget.
“We are likely to see short term
impact of between three to four
per cent in the amount that goes
into the Levy,” Rajesh Shah, a tax
partner at PwC said. “That is not
significant in terms of component
cost and it will wither out in medium term.”

THE optics around our budget making made me recall Don DeLillo: ‘’We
are not witnessing the flow of information so much as pure spectacle,
or information made sacred, ritually unreadable. The small monitors
of the office, home and car become a kind of idolatry here, where
crowds might gather in astonishment.’’
The crowd gathers in astonishment and this time it was the
headline figure which topped Sh2 trillion for the first time. The big
take-aways are a 12 per cent hike in security spending to Sh223.9
billion. Our economy has confounded the terrorists., I am however
sure we cannot bet on that indefinitely, so I believe the above-trend
increase will be applauded.
Many parts of our economy are [inversely] correlated to security,
with tourism at the bleeding edge. I am writing this from deep inside
the heart of Tsavo West at the newly refurbished Finch Hatton’s, and
we need security to put our best foot forward.
The measure to increase the Fuel Levy by Sh3 a litre is a clever
wheeze which is going to rake in the cash and underpin the
government’s road annuity programme. That’s welcome because it is
clear we have been falling behind the curve in this regard.
The stock market appreciated the repeal of the capital gains tax on
Friday and hopefully can now build on that. At times we are little slow
to reverse measures [think CGT which contaminated the bull market
and the Senator beer excise duty which took about 48 months) and I
would appreciate faster reactions. My theory is that when you exist on
the frontier,policy makers have to be more agile and more nimble than
their peers in the developed markets.
Import duties on sugar were increased to $460 per tonne from
$200 previously and if Mumias Sugar is still a going concern, it should
take advantage of that.
In a clever move,property owners have been given an option of
paying a tax of 12 per cent of gross rental income. This measure is a
clever bargain: pay the tax and face a reduced degree of scrutiny.
Expenditure on developing infrastructure includes Sh143.9 billion
to the standard gauge railway and Sh55.2 billion on energy sector.
Revenue is forecast to increase an eye-catching 17 per cent to
Sh1.36 trillion, which looks like a very bold call. It’s worth remembering
that the actual numbers tend to undershoot on both sides (revenue
and expenditure), and this has been a noticeable bias for the last few
years.
The government plans to finance the deficit by borrowing Sh340.5
billion offshore and Sh229.7 billion in the domestic market. Last year,
you just had to put your hand up and the markets asked: ‘’How much
would you like Mr. Rotich? a $1 billion? or $2 billion?’’
I am not sure that the golden flood of liquidity is as reliable this year
as it was last year.

Nairobi Catholic Archdiocese opens bank
BY STAR REPORTER
CARITAS Microfinance Bank,
owned by the Catholic Church,
has entered the over Sh60 billion
micro-lending market, becoming
the 12th lender in this niche.
Caritas is the third microlender to be granted a licence
this year, after Daraja (licensed
January 12) and Choice (May
13), and the eighth one to be

allowed to roll out services
countrywide.
“To have a national outreach,
the MFB intends to adopt a
social and competitive pricing
approach and a two-pronged
distribution strategy – branches
and marketing offices,” the
Central Bank said in a statement.
“The MFB also intends to
employ the holistic approach that
will aim to improve its members’

economic and social status.”
The micro-lender, associated
with Catholic Archdiocese of
Nairobi, said it was aiming at
providing “integral human development through the provision
of affordable, innovative and
customised financial solutions”.
The CBK said the growth of
the microfinance industry is key
in enhancing financial inclusion
and promoting economic growth.
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