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WTO delivers key
agriculture deals,
differs on Doha
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NO WAY: A policeman prevents local civil rights activists from passing a restricted area when they
demonstrated against WTO, which they said is used by developed countries to dump substandard
goods and mechanised foodstuff in developing and less developed countries.
BY RICHARD MUNGAI
WORLD Trade Organisation
members on Saturday admitted having “different views”
on how to address the future
of the Doha Round negotiations.
The WTO high-profile meeting which ended in Nairobi on
Saturday, only delivered six
decisions on agriculture and a
few more issues of benefit to
poor countries.
WTO ministers agreed on a
commitment to abolish export
subsidies for farm exports,
which director general Roberto Azevêdo hailed as the “most
significant outcome on agriculture” in the organisation’s 20year history.
“The elimination of agricultural export subsidies is particularly significant especially
for developing countries, who
have consistently demanded
action on this issue due to the
enormous distorting potential
of these subsidies for domestic
production and trade,” he said
on Saturday during the closing
session of the five-day ministerial conference.
The meeting extended to
Saturday as it required an extra day for the intensive negotiations to conclude.
The agriculture negotiations between the developed

and developing countries have
dragged on unsuccessfully for
several years, having been included in the Doha Round
when it was launched in 2001.
The objective of the negotiations is to reduce distortions in
agricultural trade caused by
high tariffs and subsidies.
The six agreements dubbed
the Nairobi package are legally
binding decisions to eliminate
subsidies to support agriculture exports and prevent governments from reverting to
trade, distorting export support in the future.
Under the deal, developed
members committed to remove export subsidies immediately except for a handful
of agriculture products, and
developing countries will do
so by 2018.
Developing members will
keep the flexibility to cover
marketing and transport costs
for agriculture exports until
the end of 2023, and the poorest and food-importing countries would enjoy additional
time to cut export subsidies.
Ministers also adopted an
agreement on public stockholding for food security purposes, which commits members to engage constructively
in finding a permanent solution
on domestic food subsidies.
However, under the Bali

Ministerial Decision of 2013,
developing countries are allowed to continue food stockpile programmes, until a permanent solution is found by
the 11th Ministerial Conference in 2017.
The developing members
were further granted the right
to temporarily increase tariffs if imports rise drastically
by using a special safeguard
mechanism.
The ministerial decision on
cotton includes market access,
domestic support and export
competition for the Least Developed Countries.
This means that cotton from
LDCs will be given duty-free
and quota-free market access
in the developed countries and
also in the developing countries which have the capacity,
starting January 2016.
The Nairobi Package also
includes enhanced preferential
rules of origin for LDCs and
preferential treatment for LDC
services providers.
Foreign Affairs and International Trade Cabinet secretary, Amina Mohamed, who
chaired the conference, said
ministers “faced challenging
moments” in concluding the
Nairobi Package.
“Tough calls had to be made
but we did bite the bullet,” she
said.

THE TEFLON SHILLING
AND OTHER MATTERS

he Kenya shilling closed
Friday at 102.31 which is
just 0.59 per cent below a
16-week intra-day high of
101.70. The shilling has been ‘Teflon’
and has outperformed nearly every
currency in the world over this
four-month period. This year, it has
been all about the dollar as investors anticipated the US Federal
Reserve’s first rate hike since 2006.
Exactly seven years to the day after
lowering interest rates to virtually
zero, the US Fed raised rates 0.25
per cent last week. The dollar has
ground nearly every currency you
care to mention into the ground.
Commodity-based currencies have
taken the biggest hit as the commodity markets unwound a more
than a decade-long rally with some
commodity prices now at levels last
seen in 2001. Commodity markets
have a long-standing inverse correlation with the dollar.
Intense volatility and downside
price action has engulfed the shilling’s sub-Saharan Africa peers. The
rand, for example, has fallen more
than twice as much as the shilling
versus the dollar this year and volatility spun off the charts recently
when South Africa President Jacob
Zuma tested his ‘’No-Zuma-limits’’
theory with the appointment of the
little known David Van Rooyen, now
reversed. The Zambian Kwacha has
fallen so far this year that President
Edgar Lungu embraced prayer
rallies which is best characterised
as unorthodox economic policymaking. The Mozambique metical
has retreated about 3.6 times more
than the shilling.
When you place the shilling
against this context and backdrop,
its recent performance is nothing short of remarkable. This is
considering that the government
(commercial lending rates are,
however, lagging big time) interest
rates have largely normalised now
after the late October swoon, when
one year Treasury Bills reached
22.36 per cent. At the last auction,
one-year bills were sold at 12.48 per
cent. The interbank rate was last
at 4.7726 per cent. The shilling has
been seriously resilient at a time

when the interest rate prop has
dived. Naysayers [and commentary
and research indicate they have
been in a majority) have surely been
looking for a move to 110 by now. It
is not going to happen and I am in
fact looking for a move in to double
digits in first quarter 2016.
What’s going on you might well
ask?
Oil accounts for about a quarter of Kenya’s annual import bill.
According to latest data, Kenya
imported Sh177.2 billion worth of
fuel and lubricants between January
and September, a 34.66 per cent
drop from the Sh271.2 billion it took
in during the same period last year.
That’s a Sh94 billion swing and
nearly a $1 billion. That’s $1 billion of
dollar demand that has evaporated.
Since September, the price of fuel
has tanked more than 20 per cent
further accelerating this trend. Earlier in the year, I spoke of how this
$1 billion boost would underpin our
economy by providing a powerful
grassroots stimulus. However, what
has happened is that the government has creamed off a great deal
of this by raising taxes on the price
of fuel and thereby improving its
fiscal position and this has blunted
the price move at the pump.
Other factors that are supporting
the shilling are the bona fides of the
Central Banker. The regime change
at the apex bank has been extremely well received by the markets.
The political hullabaloo around the
Eurobond is now being discounted
because no one in fact believes that
there was a Sh140 billion heist.
The IMF downgraded their GDP
forecast for 2015 to 5.6 per cent
from a previously seriously highball prediction of 6.5 per cent. I still
think 5.6 per cent looks too high but
consider that our rate of expansion
is now nearly two per cent ahead of
the SSA average.
I appreciate its been tough on the
ground but if interest rates can now
normalise at lower levels and in line
with government interest rates, if the
anti-corruption drive continues to
gain traction and can staunch some
of the haemorrhaging, then the trend
might well positively surprise.
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