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Uchumi in Sh262m
loss for six months

Photo/FILE

Can YOU outsmart
the expert?
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PORTFOLIO
FUEL STIMULUS TO SPUR NSE
BULLISH MOMENTUM FURTHER

SLOW SALES: Customers shop at the Uchumi Ngong Hyper outlet. The retailer is the only one listed on NSE.
BY STAR REPORTER
NSE-listed
retailer
Uchumi
Supermarkets has returned a loss in
its first half of 2014-15 financial
year, hurt by slowed sales and
higher operating and finance costs.
Statements for the six months
ended December 31 show Uchumi
posted a Sh262.36 million loss, a
U-turn from a Sh106.93 million
profit in a comparable period a
year earlier.
Despite a higher number of
outlets across East Africa – with
14 additional stores opened in the
2014 calendar year – sales declined
by 6.3 per cent to Sh6.83 billion,
from Sh7.29 billion in the first half
of 2013-14.
The retailer blamed lower
turnover on “slow set-in of maturity
of the new branches”.
A number of challenges across
the EAC dampened the propensity
for consumption, Uchumi said.
These included supply chain
inadequacies due to “ballooning
of competition in the region”, high
cost of basic consumer goods and

“adverse effects of insecurity”.
The retail chain’s operating expenditure rose by 11.8 per cent to
Sh1.80 billion in the six months,
compared to Sh1.61 billion in a
comparable period a year earlier.
This indicates Uchumi’s expansion
gulped more in running costs even
as sales floundered.
“Due to committed rental escalations and the impact of rent
for newly opened branches that
have yet to mature, coupled with
higher staff costs occasioned by the
growth in branch networks, the operating loss before tax for the halfyear amounted to Sh262 million,”
managing director Jonathan Ciano
said in the statement.
Finance costs over the period shot
to Sh60 million, a 129.4 per cent increase compared to Sh26.16 million
in the previous first half. Its long
term loans increased to Sh99.19
million, up from Sh83.39 million in
a similar period in 2013/14 financial year, a 19 per cent increase.
Ciano said a 15-month delay
of the rights issue precipitated
working capital challenges in the

half-year period, but the retailer
is now utilising proceeds of the
Sh900-million cash call made last
November.
Uchumi now plans to open 10
more branches across East Africa,
he said, saying the economic
environment is expected to recover.
Ciano said the cash call
oversubscription signified “the
confidence
that
shareholders
and investors have in the growth
prospects of Uchumi”.
“We are currently applying the
rights issue funds and also reaping
from the cash-flow benefits of saleand-leaseback funds to enhance our
working capital position,” he said.
Ciano said the retailer has
adopted a “asset leasing model”
to fund new branches’ capital
expenditure, which will free cash to
allow it to normalise accounts with
suppliers.
Uchumi now has five outlets in
Tanzania after adding two in the
six months. It said customers under
its loyalty card programme grew to
14.1 million over the period, from
13.8 million a year earlier.

Seal Honey unaware of dissolution notice
BY MERCY GAKII
OFFICE and school stationery
retailer Seal Honey did not file the
dissolution notice published by
in the Kenya Gazette last Friday,
according to its director Vijay
Kumar.
He said the retailer, now in its
23rd year of business, was unaware of the purported dissolution
and would need to get hold of the

notice to comment further on the
issue.
On Friday, the Star called the
firm to find out the reasons behind
the notice but calls went unanswered.
“We saw this news in the newspaper. The information was totally
shocking and we will need time
before responding to the issue,”
Kumar said on phone yesterday.
Seal Honey is a subsidiary of

Ramco Group, which recently sold
a 30 per cent stake to French company Amethis Finance. It has eight
outlets spread across Nairobi,
Kisumu, Mombasa and Eldoret.
Seal Honey (Merchandise)
Limited was listed as one of the
more than 50 companies that have
filed a three-month notice for dissolution, implying that the iconic
stationery distributor would close
shop after more than two decades.

THE Nairobi All-Share Index has surged by 8.1 per cent so far in
2015, which I am sure ranks as its best opening in any year in nearly 100 years of operations. It has closed at record closing highs for
the last 10 sessions in a row, which is a noteworthy winning streak.
The NSE20 Index has soared 6.9 per cent up this year and is at
seven-year highs. This is what a ‘bull market’ looks like; plain and
simple.
It is oftentimes said that “Bull markets have to climb a wall of
worry”, and certainly ours had to hurdle a possible” downing of
tools” by the stockbroking fraternity, who are objecting to being
turned into collection agents by the Kenya Revenue Authority in
the matter of the reintroduced Capital Gains Tax.
Now, and I stand to be corrected, there is nowhere in the world
that I know of where stockbrokers collect CGT. They do not have
the 360-degree visibility. Nearly every jurisdiction I can think of
has a CGT regime, where the individual or the corporation files
their own CGT returns. Therefore, in my humble opinion, the operationalisation of the CGT is fundamentally flawed. There is no harm
in taking a step back and revisiting how we can better implement
the tax.
Lao Tzu put it best: “Men are born soft and supple; dead they
are stiff and hard. Plants are born tender and pliant; dead, they are
brittle and dry. Thus, whoever is stiff and inflexible is a disciple of
death. Whoever is soft and yielding is a disciple of life. The hard and
stiff will be broken. The soft and supple will prevail.”
The point I am making is that ‘flogging a dead horse’ starts to
denude our bonafides. This is the 21st century; we can continuously calibrate our position, and we must because the world is
complex and fluid.
The bull market has hurdled these worries and is now in its 34th
month. The classic definition of a bull market is one which has
risen 20 per cent from a trough.
The NSE All-Share Index entered a bull market in April 2012 and
has been plain relentless since. This year’s acceleration has been
at times parabolic. The biggest of the big capitalisation counters,
Safaricom, closed at record highs on Thursday and Friday, and is
9.3 per cent up in 2015.
Safaricom’s market capitalisation is now a record Sh614.68
billion ($6.72 billion). Safaricom has underpinned the bull market.
East African Breweries has surged 12 per cent, and investors are
evidently betting that some of the fuel price-related stimulus will
spill into beer demand.
The banks are keenly anticipating the full-year earnings parade,
with KCB within a whisker of an all-time high, and set to burst into
new highs this week.
A spike in mergers and acquisitions activity in insurance continues to underpin the sector, with Jubilee up 21.6 per cent in year-todate and at a record high.
Our bull market started purely as a big-cap phenomenon and
we have now had spill-over into the intermediate and small-caps.
For example, Kakuzi has soared 91.7 per cent in 2015. The entire
agricultural market segment is being re-priced higher as investors
appreciate the discount to net asset value arbitrage that exists in
every share in this sector.
I think the blistering acceleration witnessed this year has been
based on the following cocktail of ingredients: Local investors have
been offering fewer shares in light of the CGT uncertainty, thereby
reducing the supply side at the bourse. Massive disruption in the
Nigerian capital markets has also re-routed funds from Lagos to
Nairobi, increasing the demand curve for equities.
The fuel price correlated stimulus – on a year-on-year basis we
have seen a 24 per cent drop in super petrol, 28.6 per cent drop
for diesel and 36.9 per cent price fall for kerosene – is expected to
kick in meaningfully.
Counterintuitively, the launch of the latest geothermal facility last week confirmed that Kenya is not a “one trick pony” with
reference to oil. This bull market is now in its 34th month and has
the ‘Big Mo’ [Momentum].
This column represents Satchu’s personal opinions.

