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LESS FOR MORE: Ravi Raja pushes a trolley after shopping in a supermarket in Westlands, Nairobi, on December 22, 2014.
BY RICHARD MUNGAI
AND MERCY NDEGE
PRICES of basic commodities countrywide remain high despite falling
production costs – as fuel and electricity overheads decline – owing to
uncompetitive practices by “greedy
businessmen”, according to economists who spoke to the Star.
Fuel prices have dropped by about
17 per cent over the last four months
helped by falling international market trends. A litre of petrol in Nairobi is retailing at Sh92.88, while
diesel and kerosene are priced at
Sh83.35 and Sh65.59 respectively.
The fuel cost adjustment in electricity bills has since been slashed
to Sh2.53 per unit (kilowatt-hour)
in January, reducing power charges
further as geothermal power generation increases.
Convergence of all these factors
was expected to filter through to
prices of basic household consumables, but this remains a far cry.
“Our commodity prices are not
being dictated by the market forces
as it should be. It appears business
people in our market are colluding

to charge prices which are not competitive,” said Julius Muia, secretary
to the National Economic and Social
Council.
Overall inflation has in six months
dropped from 7.67 per cent in July
to 6.02 per cent in December, according to the Kenya National Bureau of Statistics.
Nonetheless, despite Kenya being
a free market that encourages competition, manufacturers and middlemen have been slow to pass the
benefit of lower production costs to
consumers.
“Inflation is the rate of change of
consumer prices. Prices tend to fall
when you have competition and increase when the market is uncompetitive. Profiteering has brought
imperfections and unfairness in the
economy,” said Terry Ryan, an economist and KNBS board chairman.
A spot check across several stores
and retailers showed a loaf of bread
is still selling at an average Sh50,
the same price it did more than six
months ago. The same trend is noted
on other basic commodities such as
milk, maize flour, soap and sugar.
A two-kilogramme packet of sug-

ar is currently priced at an average
Sh250, half a litre of processed milk
costs Sh45, while an 800-gramme
bar soap has a Sh110 price tag.
Maize flour prices have dropped
by about 19 per cent, at an average
of Sh85 for the two-kg packet from
a Sh105 average in December.
“Collusion cannot be ruled out
because producers have interests
to safeguard in the market,” said
a Mombasa Maize Millers official
who requested anonymity.
Brent crude oil is currently priced
at $48.55 a barrel, according to Reuters data. Prices of LNG (liquefied
natural gas), which is used to manufacture gases for home [cooking]
and industrial use, have also been
falling globally. Spot LNG prices for
March deliveries dropped to $8 per
million British thermal units in Asia
on Friday, from $9 per mmBtu in the
previous week.
However, cooking gas prices in the
local market have remained far higher in what is suspected collusion and
obscene profit margins targeted by
dealers. The 13-kg cylinder is priced
at between Sh2,300 and Sh3,200 depending on location or dealer.

Three new stations to join local TV scene
BY CONSTANT MUNDA
THREE Nairobi-based companies
have applied for licensing to join
the rapidly growing commercial
free-to-air television broadcasting
industry as the country migrates
from analogue transmission to
digital.
A single frequency on the digital
terrestrial TV broadcasting platform can hold up to 20 channels,
widening spectrum resources unlike

under analogue transmission. TV
competition is expected to shift to
content as opposed to wide reach.
Entry of the new stations brings
the number of free-to-air TV channels in the country to 38.
Acme Communications, Global
Konnect and Number One TV
have been issued with temporary
permission by the Communications Authority of Kenya to roll out
digital broadcasting services, pending public feedback within 30 days

from January 20.
CA director general Francis
Wangusi published the details in the
latest Kenya Gazette.
The stations are to use the digital
terrestrial broadcast signals of
KBC’s subsidiary Signet, Chineseowned Pan Africa Network and Radio Africa Group’s Lancia Digital.
A temporary licence to Africa
Digital Network was withdrawn
last Wednesday for alleged “gross
violation” of regulations.

AFRICA is now more interconnected to the world than ever before.
The mobile phone has been a silver bullet in connecting Africans to
each other and the world.
The side effects of this increased and even hyper connectivity
in our cities is, I believe, directly responsible for events in Ouagadougou, Burkina Faso, and now in Kinshasa, Democratic Republic of
the Congo. In Kinshasa, the Senate president Leon Kengo wa Dondo
said after the vote to discard the proposed census that: “We have
responded to the street.”
What is clear to me is that the street has a voice and has muscle.
This is a new development, in my opinion.
Returning to the theme of interconnectedness, the world’s third
sharpest oil price collapse since World War II has created some serious blowback across sub-Saharan Africa.
The International Monetary Fund released its latest World Economic Outlook in which it downgraded SSA’s GDP growth forecast
for 2015 to 4.9 per cent from 5.8 per cent previously, and 5.2 per
cent for 2016 from six per cent in a past projection.
That’s a chunky downsizing. The IMF cut Nigeria’s 2015 GDP
growth projection to 4.8 per cent from a previous forecast of a massive expansion of 7.3 per cent. Nigeria [and Angola and South Sudan]
are at the bleeding edge of the global oil price collapse.
The Nigerian stock market is the worst performing index worldwide bar none in 2015. The country’s Central Bank has a finger in
the ‘Dyke Strategy’ with the naira and there is a tsunami coming.
The big story about Nigeria is very much intact, but at this moment,
buying Nigeria is like trying to catch a knife. Until the oil price stabilises, and there is absolutely no sign of that, Nigeria – like Russia,
Venezuela, Canada and Angola – remains a ‘sell’. This is a fact of life
and the markets. By the way, Nigerian Eurobonds trade substantially
higher than Kenya’s.
I am not sure we have properly internalised how the new price
normal [$50 per barrel or less for the next 24 months] changes the
dynamics and timing around Kenya’s oil resource.
Essentially, at the very least, we have a 48-60 months delay in our
original best estimates before extraction begins. Buyers of our $2.75
billion of Eurobonds and others were expecting a shorter time-line.
We need to reconfigure our plans to factor in the delay.
As an importer of petroleum, the sharply reduced price will
provide a significant stimulus to our economy. It is very ‘grassroots’
because everyone buys fuel. This, combined with lower food prices
[oil is a leader in this regard], will juice the economy meaningfully.
The Jubilee government will owe a big vote of thanks to US
President Barrack Obama, the 21st century oil war specialist, for
wrestling the price below $50 a barrel because these are exactly
the right ingredients for creating the ‘feel-good’ factor.
It was Pradeep Paunrana, chairman of the Kenya Association of
Manufacturers, who drew a parallel of the current events with the
2006/2007 period. You will recall that in the fourth quarter 2007,
Kenya grew at its fastest pace since independence. The boom
[which came horribly unstuck in 2008] then was built on the back
of low fuel and food prices and the wananchi having some money
in their pocket. If more than 41 million Kenyans have an extra dollar
a day in their pockets, on average, I venture this will represent a
meaningful boost. However, transmission of the low oil price is lagging big time still, but it will catch up.
The sharp underperformance in Nigeria is sending portfolio
inflows that were aimed at the West of Africa to the East [Nairobi].
The South [Johannesburg] had a very good run last week and it is expected that some of Draghi’s ‘free money’ will flow into South Africa.
The Nairobi All-Share has posted a very solid 2.3 per cent return
in January. It has been a story of continued big capitalisation stocks’
strength, but previously bombed out shares have staged a comeback, with Mumias Sugar 33.3 per cent up in 2015. Kenya Airways
has rallied 13.8 per cent over the same period.
In a world of extraordinary moves, from the Swiss franc spinning
into orbit, to the euro diving off a cliff [going to 1.00 versus the dollar], Kenyan asset markets have been displaying a lot of alpha.
This column represents Satchu’s personal opinions.

