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CBK IN DELICATE POSITION
OVER WEAK SHILLING
PRODUCTION: A premier beer manufacturing line at Keroche’s factory in Naivasha.

Alcohol law favours
EABL, Keroche says
BY LOLA OKULO
KEROCHE Breweries has welcomed government’s reduction of
taxes on beer made from sorghum,
millet and cassava but added that
it will give unfair advantage to
EABL’s products.
In a statement issued Friday,
the company said the signing of
the Alcoholic Drinks Control
(Amendment) Act 2015 which removes excise duty levied at 90 per
cent for beer made from sorghum,
millet and cassava was a good
move towards reducing prices of
beer targeting the low-end market, but complained that its vodka
products for this market segment
were left out.
“Keroche Breweries congratulates President Uhuru Kenyatta
on signing of the Alcoholic Drinks
Control (Amendment) Act 2015
as it reduces tax on beer made
from sorghum, millet and cassava,” said the firm.
“The Act, as it stands now,
presents a difficult challenge for

Keroche Breweries as it removes
a level playing field for alcoholic
products targeting the lower market but are not made from sorghum, millet and cassava.”
Keroche which manufactures
Viena Ice, a ready-to-drink vodka
that targets low income earners
said it is yet to get a response to a
proposal it made last year to Parliament’s finance committee, and
wondered whether the Act was
approved by the house team given
the speed at which it was signed.
“Keroche Breweries, whose
fundamental drive has been the
strong belief in the provision of
alternatives to the lower market,
believes that with the signing of
this Act, it removes a level playing ground for whiskies, brandies, vodkas and ready-to-drink
alcohol that cater for this market
but now have to compete unfairly
with those made from sorghum,
millet and cassava that have been
zero-rated,” the firm said in the
statement.
Competitor East African Brew-

eries lauded the revision of the
taxes adding that it was a major
boost for sorghum farmers.
“This is really welcome news
and a big win for the sorghum
farmers in the country, however
we are still seeking clarity from
Treasury on this amendment and
will closely monitor to gauge the
full effect of the new pronouncement,” said Kenya Breweries Limited’s corporate relations director
Eric Kiniti.
EABL will be the biggest beneficiary of this review as it will boost
sales of its Senator keg whose sales
had dropped by over 70 per cent
and thousands of jobs lost in the
last two years over higher taxes.
The Alcoholic Drinks Control
(Amendment) Act, 2015, amends
the Alcoholic Drinks Control Act,
2010, to also recognise alcoholism as disease.
The Act grants remission only if
the licensed brewer manufactures
beer that has at least 75 per cent
content of sorghum, millet and
cassava.

Family Bank investors approve record payout
BY MARTIN MWITA

F

AMILY Bank
shareholders on Friday
approved the highest
dividend pay ever by the
lender, almost tripling
the previous payout to Sh622.6
million in 2014.
The total dividends stood at
Sh222.8 million in 2013.
Shareholders will now get

Sh0.50 per share for the financial
year 2014.
Speaking at the bank’s annual
general meeting in Nairobi on
Friday, chairman Wilfred Kiboro
said the increase in dividend
payment is due to higher profits,
which rose by 49 per cent to
Sh2.62 billion before tax last
year from Sh1.76 billion.
“What we are posting now
in a month especially in April

is equivalent to what we could
post in one year. We remain
committed in delivering value to
our shareholders and the trend
over the years validates our
strategy and universal banking
model,” said Kiboro.
Managing director Peter
Munyiri said he is focusing
on retail mass market, small
and medium enterprises, and
corporates for its growth.

THE Kenya shilling has retreated 5.5 per cent versus the dollar this
year and briefly printed levels of over 97 last week before staging a recovery to close just below 96 at the end of the week. Practically, everyone I meet is concerned and a push above 100 would drive a stake
through the bullish Kenya narrative and will prove very difficult to roll
back. Its worth contextualising the shilling against the backdrop of
African currency weakness: only one African currency has appreciated
the dollar this year. Incredibly that currency is the Malawian Kwacha.
Therefore, its worth putting this 5.5 per cent retreat of the shilling in
its proper context and also worth noting that when you consider the
carry [the differential in interest rates - and this pans out at a difference of about eight per cent in favour of the shilling on an annualised
basis] the retreat is probably less than 2.5 per cent. This is not to
diminish the fall but to temper some of the more extreme pronouncements. Nevertheless, a move to triple digits will be a hammer-blow at
this period of the year when full year dividends are paid at the Nairobi
Securities Exchange. A very big slice of the total dividend payout at
the Nairobi Securities Exchange is in fact ‘up-streamed’ to parent
companies beyond our borders. Think Vodafone (40 per cent of Safaricom) Diageo (majority in EABL) Standard Chartered PLC, Barclays
Bank PLC and many others. So there is a cyclicality around the shilling
and this period is one of extreme demand for hard currency. This spike
in demand [correlated to dividend payments] will ease sharply going
forward.
Hard currency tourism receipts have cratered big and there is no
silver bullet for 2015 that I can see. Our source markets book holidays
up to 12 months ahead of the actual holiday and therefore, the recovery remains over the horizon and dependent upon a significant and
sustained improvement in the security profile. Tourism will remain a
drag on the shilling for the foreseeable future.
I know many are parlaying the weak shilling into a potential export
boost but my question remains: Where is the elasticity of export supply?
There is a myth out there that somehow a weaker shilling will
equate to a deluge of Kenyan exports hitting the world markets.
Where this supposed deluge of exports is going to originate from
remains a mystery to me. The current skew where imports are a multiple of our exports means we lose big when the shilling weakens.
The single biggest expense item for Kenya Inc. is fuel. WTI (West
Texas Intermediate) crude oil which topped $100 last year, then
slumped to $44 was last trading at $60. Any further recovery in the
price is going to add further sell-side pressure to the shilling. Its a
double-edged sword because a recovery in the price will bring our oil
story back into play but it will also mean we have to find more shillings
for our monthly imports. If you are trading the shilling, then you need
to be watching the price of oil because there is a very high inverse
correlation between the shilling and oil.
The Central Bank is in a very delicate place and its not helpful that
the apex bank is still without a substantive head.
My biggest concern remains that a move above 100 will be a catalyst for massive hedging and this will prove a Tsunami for the shilling.
The dollar has lost considerable ground on the international exchanges
over the last few weeks and this trend change has not yet been
reflected in African currencies. For now, this might push the shilling to
95 before 100.00 but we are not out of the woods.
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still without a substantive head
Shares go up and down and readers are advised that this column represents Mr Satchu’s personal opinions.

