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CMA seeks lower tax
to attract investors
BY CONSTANT MUNDA
CAPITAL Markets Authority is
working on a plan that could lead
to scrapping of double taxation for
companies and individual investors
at the securities market in 2016.
In a bid to attract and grow investments, the CMA has startedtalks on a transparent tax regime to
eliminate multiple taxes by reviewing the current system.
CMA said a working committee has been established under the
stewardship of Vision 2030 delivery board to review the existing
taxes within the capital markets.
“What we want is transparency
and reduction in double taxation so
that where we have a security held
by an individual through a market
intermediary or a custodian, we
make sure that taxation only applies once,” CMA acting chief executive Paul Muthaura told reporters
on Friday.
“Those are some of the discussions that are ongoing to open up
the opportunities for operation of
some of these new products.”
The income tax reforms by the
vision 2030 committee with membership from the Treasury and Kenya Revenue Authority are aimed at
promoting interest in derivatives,
Real Estate Investment Trusts, asset backed securities and holding
companies.
Five fund managers – UAP, Stanlib, Fusion, CIC and Centum – have
been cleared by the CMA to manage REITs.
CMA has further received interest from at least three entities including the Nairobi Securities Exchange seeking licences to trade in
futures contracts – agreements to
buy specific commodity at a pre-

NIGERIAN firm Interswitch Transnational Holding will not pay
merger fees for the proposed acquisition of 85 per cent in Paynet East
Africa, the Competition Authority
has ruled.
The competition watchdog said
the electronic payment and transaction processing services giant does
not have any turnover since it was
a newly incorporated company in
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STRATEGY: Acting CEO Capital Markets Authority Paul Muthaura speaking
during a Real Estate Investment Trusts event at Hilton hotel recently.
determined price in future.
“The tax treatment of the holding companies is one of the issues
under discussion,” he said.
“A number of companies are now
looking to achieve more efficiencies
through diversification of risks by
listing a holding company and this
will improve the quality of assets
available to investors.”
Equity Bank, the largest lender
by deposit accounts, will today seek
shareholders’ approval at an extraordinary general meeting to incorporate a holding company while
mortgage lender Housing Finance
has lined up a similar exercise on
December 5.
The new facilitative tax regime,
expected to be in place by 2016,
is part of the CMA’s master plan

2014-2023 that seeks to position
Nairobi as a preferred a financial
hub for the burgeoning investments
into Africa.
It is hoped that Nairobi will play
in the league of leading financial
gateways like Johannesburg, London, New York, Tokyo, Zurich and
Dubai by the year 2024.
Five centres of excellence have
been earmarked including commodities derivatives for agricultural produce and minerals, REITs for
the booming construction sector
and leveraging on technology services for financial inclusion.
Other targeted areas include infrastructure bonds and other financial services including asset management, financial derivatives and
Islamic bonds named sukuk.

Paynet buyer spared merger fees by CAK
BY CONSTANT MUNDA
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Kenya.
“Paynet services Ltd sales turnover for the year ending September 30, 2013 was Sh320 million
which is below the required merger
threshold for mandatory notification as contained in merger threshold guidelines,” director general
Wang’ombe Kariuki said in a gazette notice published Friday.
The threshold is set at a minimum
of Sh500 million. Merging companies with a combined turnover of

up to Sh1 billion effective last August pay Sh500,000 in application
fees to the authority.
The Paynet-Interswitch transaction has therefore been excluded
from merger provisions under part
IV of the Competition Act.
Kariuki said the merger will not
affect competition negatively.
The proposed deal will result in
Paynet –owner of Pesa Point ATMs
network–rebranding into Interswitch.

Nigerian markets will be on tenterhooks next week ahead
of the Central Bank which will give its rate decision tomorrow.
The Nigerian Naira has been in free-fall, hitting a new all time
low of 177.65 to the dollar on Thursday. The Naira has weakened
11.2 per cent this year and the all share has slumped 17.912%
since the beginning of the year to date. Nigeria’s reserves are
down $7 billion, or 16 per cent, from year-ago levels at $37.9b.
The markets are like sharks and they can smell the blood in the
water. The Central Bank is caught in a catch-22 and thrashing
around in the water. The sharks are circling. The Central Bank is
damned if they do and damned if they don’t increase rates this
week. If they do, they are going to have to make it seriously
meaningful and this will be intolerable for the real economy.
If they don’t, the world and the Nigerians themselves will be
selling bucket-loads of Naira to the Central Bank. My target for
the Naira is 200.
I can hear the echo of folks asking ‘What went wrong?’
It was only earlier this year that Nigeria’s economy was
calculated to have surpassed South Africa’s as the largest on
the continent after Nigeria’s GDP was rebased to $488 billion
for 2013 compared to the World Bank’s 2012 GDP figures of
$384.3 billion for South Africa.
The big game changer for Nigeria has been the free fall in
the price of crude oil. Brent crude is around $80 a barrel and
at multi-year lows. Lower prices have eroded Nigeria’s income.
Nigeria is collateral damage in a red hot crude oil and geopolitical war, where the US (and Saudi Arabia) have tipped the oil
markets into surplus in order to exert enormous pressure on
Russia [in particular] amongst others. Nigeria will be hoping
that OPEC (The Organisation of Petroleum Exporting Countries)
will cut supply on Thursday in Vienna.
The OPEC outcome I foresee was described by Hakan Kocayusufpasaoglu, chief investment officer at Archbridge Capital
AG, a Zug, Switzerland-based hedge fund to Bloomberg on
November 14;
“If OPEC does nothing, I think we’re seeing this market get
really trashed, another $10 from where it is.”
And in the mix, swirls a raging insurgency in the north and
President Goodluck Jonathan is standing again in February
elections. The International Crisis Group said: ‘’An Islamist insurgency and a polarizing campaign for the presidency pitting
candidates from the mainly Muslim north against an incumbent
from the largely Christian south point to a very perilous contest
whose results may also be disputed.’’
The fracas in parliament is a signal of a potentially very dysfunctional situation.
Shares go up and down and readers are advised that this column
represents Mr Satchu’s personal opinions.
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