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NEW KID: A tractor delivers sugarcane at the privately owned Butali Sugar in Kakamega county.
BY RICHARD MUNGAI
LARGE scale cane poaching
might discourage investors
keen on buying any of the five
sugar companies planned for
privatisation, the current management has warned.
They said the most affected
state owned factories are Miwani, Muhoroni and Chemelil all in Kisumu county since
they are located 16-18-kilometers apart adding that South
Nyanza and Nzoia are also
suffering because of private
factories that have come up in
the Western Kenya sugar belt.
“The Sugar Directorate let
us down by allowing these
factories to be built so close to
each other which is against the
law. This is the reason why we
have the poaching menace,”
Nzoia Sugar Company chairman Joash Wamang’oli told
a stakeholders workshop in
Nairobi last week.
According to the Sugar Act,
a zone or the distance from one

factory to the other should be
a maximum of 40-kilometers.
But this law has been disregarded in the licensing of new
millers. The private factories
in the Western region include
Kibos, West Kenya and Butali.
The government owns a majority stake in Mumias Sugar
company which is listed at the
Nairobi Securities Exchange.
“The licensing of factories
near each other is going to kill
the sugar sector. For example,
the problems facing Mumias
have more to do with the licensing of other factories in its
sugar catchment area. This has
undermined the capacity for
all of them,” said James Mageto a director of Sony Sugar.
Patricia Adala, the chair of
the steering committee on the
privatisation of sugar companies, said the stakeholders have
to interrogate the efficiency of
the policy structures that have
been put in zoning to ensure
the privatised entities do not
go back to loss making.

“Zoning is coming up as a
serious issue that may affect
the privatisation of the five
sugar companies. This problem need to be addressed,” she
said.
The Sugar Directorate however said its working with
the Agriculture, Fisheries and
Food Authority and the Ministry of Agriculture to implement the zoning policy adding the biggest obstacle comes
from farmers who do not want
to be coerced on where to sell
their cane.
“A couple of years back
we met with the managers of
these companies in Kisumu
and we agreed to draw maps
indicating zones for each company. The cabinet has now approved that we have to zone
and we are discussing with
the Agriculture, Fisheries and
Food Authority and the Ministry of Agriculture on how to
implement the policy,” its representative Richard Magero
said.

TradeMark East Africa picks new board
BY MERCY GAKII
REGIONAL business lobby
TradeMark East Africa has
picked new board of directors
and appointed former World
Trade Organisation director
Pascal Lamy as special advisor.
The 11 member board will
be chaired by Tanzania’s Ali

Mufuruki. Others members
are Kenya’s Patricia Ithau,
Earl Gast and Matt Reitz
of USA, Rwandese Rosette
Chantal Rugamba, Jaqueline
Lutaya of Uganda, Patrick
Obath and Anthony Masozera
from Burundi.
The team was picked from
more than 500 applicants

from East Africa.
TMEA previously operated with a statutory board
provided mostly by service
organisations. The new team
incorporates members from
the EAC region and is expected to give unbiased feedback
on performance of TMEA to
management.

have been reading Herman
Melville’s Moby-Dick which is a
story about ‘’the monomaniacal quest of Ahab, captain of
the whaler Pequod, for revenge on
Moby Dick, a white whale which
on a previous voyage destroyed
Ahab’s ship and severed his leg at
the knee.’’
The quote “It is not down on any
map; true places never are” caught
my attention because the markets
from the Shanghai Composite to
the Nairobi All Share to the Dow
Jones industrial average, from
the euro to the yen have all done
extraordinary things in the last few
weeks. The Shanghai Composite
Index does not need an introduction and the global markets watch
Shanghai every morning. The Dow
Jones experienced its biggest
single day intra-day fall exactly a
week ago. The Nairobi All Share
crashed 9.55 per cent Monday
through Thursday before snapping a 12 session losing streak on
Friday. The yen moved more than
five big figures in a single day last
week. Volatility gauges topped the
highs seen when Lehman crashed
and burned in 2008. African currencies have jumped off a cliff
without a parachute. The rand
traded through 14.00 versus the
dollar last week. These are plain
extraordinary moves and these
types of price movements are
oftentimes characterised as ‘’tail
risk’’
Nassim Nicholas Taleb tweeted
August 24 ‘’For people in markets
now discovering the notion of “tail
risk” via turning stomach’’.
“Tails” refer to the end portions of distribution curves, the
bell-shaped diagrams that show
statistical probabilities for a variety
of outcomes. In the case of investing, bell curves plot the likelihood
of achieving different investment
returns over a specified period.
In a normal bell curve, the most
probable returns are concentrated

in a bulge near the center, which
is the average expected return, or
the mean, with less probable, more
extreme returns tapering away
toward the edges. The tails on the
far left and far right represent the
least likely, most extreme outcomes. Tail events are very rare in
a normal curve.
This heightened and hyper international volatility has infected African equity and currency markets.
In particular, 30 per cent of our
exports from Africa go to China
[compare that to the US where
just one per cent of their exports
go to China] and it is this interconnectedness which is spreading
an influenza across sub-Saharan
markets. Commodity markets have
crashed [notwithstanding a more
than 10 per cent rally in oil at the
end of the week] and what is clear
now is that SSA is going to undershoot even the most pessimistic
GDP forecasts. The unwinding of
the super-cycle in commodities
changes everything in Africa. Its
been a major disappointment here
in Kenya that we have so far failed
utterly to transmit the sharply
reduced oil price [oil down 50 per
cent shilling down 13 per cent =
net 37 per cent has been nowhere
to be seen] into the local economy.
We should have been a big winner.
Unless we manage to push sharply
lower fuel prices our economy will
slow down for the sixth quarter in
a row.
The Nairobi Securities Exchange
bounced Friday after a brutal selloff. Share prices in some instances
are trading at multiples not seen
for four or even five years. Fortune
favours the brave and those who
keep their heads when everyone is
losing theirs. Sure there has been
an unprecedented spike in fullyear profits warnings at the bourse
and therefore you need to pick
your spots, look for the big caps
[because they got beaten up big in
the downdraft].
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