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Deacons to sell out Mr Price Kenya to South African-based retailer
EXPERT COMMENT
ALY KHAN SATCHU

Politics landing
blows on economy

Y

ou will recall that at the end of last month
and coincident with the Supreme Court
decision, the Nairobi Securities Exchange
had to introduce circuit breakers after a
precipitous 10 per cent slide. And on that day the
Nairobi All Share closed -3.69%. That day, we all got
a chance to take a look at what a ‘’cliff edge’’ looks
like and ‘’cliff edge effects’’. Since then, the equity
markets have been on the slide and eurobond yields
have ratcheted higher. The miraculous shilling has
been the best-behaved. The shilling’s resilience
speaks to the gilt-edged credibility that the Central
Bank has achieved with market participants. The
Central Bank’s FX operations are spectacularly
effective. However, what is clear is that financial
indicators are blinking amber. The real economy has
been in the slow lane and there is ample evidence of
unexploded ordnance all over the place. The drought
and the credit squeeze softened up the economy,
but it is our politics which owns the ring now and has
the potential to land a knock-out blow akin to the
blow Mike Tyson landed on Trevor Berbick’s chin all
those years ago.
On Friday, @DaMina_Advisors’ October 5 report
landed in my inbox, and i quote.
‘’With effectively ‘no-adults-in-charge’ Kenya
country is spinning into a constitutional cul-de-sac......
Without an election within the constitutionally
mandated 60-day window, Kenya will enter
unmarked treacherous constitutional political
terrain.... President Uhuru Kenyatta is determined to
stay in office, whether an election happens or not on
October 26. Meanwhile the increasingly belligerent
and desperate opposition remains unwilling to
recognize the legitimacy of any government beyond
October 26, and promises bloody mass action in the
streets to forcibly eject Kenyatta from power. The
country’s highest court, after delivering a historic
verdict in late August to annul the last presidential
poll due to irregularities, has since disappeared from
the political arena’’.
It’s clear now that the opposition is taking an
asymmetric approach.
Paul Virilio, in his book Speed and Politics, says:
“The revolutionary contingent attains its ideal form
not in the place of production, but in the street, where
for a moment it stops being a cog in the technical
machine and itself becomes a motor (machine of
attack), in other words a producer of speed.’’
What does it cost to put 500 people on the
streets? I venture $10.00 a head max. $5,000.00
versus an economic deterioration of at least
100x is an outstanding example of the efficacy of
this asymmetric strategy. Go and compare the
street protests in Togo and you will note our street
protests belong in the theatre. The opposition has
resolved not to participate in the election, unless
its “irreducible minimum” demands are met. Two
scheduled rallies at the Coast this weekend were
cancelled because Mombasa Governor Ali Joho is
out of the country [probably could not get out fast
enough].
What is clear is that the advantage of incumbency
in fact accelerates in this round two of the election.
Therefore, I expect the opposition to boycott the
election entirely. And that the strategy of tension
will be maintained via degrading and denigrating the
entire process. Market participants need to model
this scenario because this is the direction of travel.
’Essentially Kenya faces a very uncertain 21
days’’ @DaMina_Advisors.
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ABEL MUHATIA / Mr Price franchise in Kenya, owned by Deacons, is likely to
be sold out to Mr Price Group Limited, 10 years after it started operations in
this country.
Considered for purchase by the group are Mr Price Home and Mr Price
apparel brands.
This follows an approval of negotiations on its sale by Deacons East Africa Plc board of directors. The move follows a recent proposal by South African-based retailer Mr Price Group Limited to purchase the brand subject to
approval by shareholders and relevant regulatory authorities.
The approvals will be done through a shareholders’ meeting to be convened once the sale agreement has been finalised.
“In the meantime, the shareholders of Deacons and other investors are
advised to exercise caution when dealing in the shares of the company,”

Deacons’ chief executive officer Muchiri Wahome said in a statement.
The deal, if approved, will see the firm purchase and operate all the 11 Mr
Price Home and Mr Price apparel stores in Kenya.
While at that, the fashion retailer is expected to launch into the e-commerce space in the first quarter of 2018 to boost its revenue.
“E-commerce is convenient and a younger customer who is effectively
living life on his phone, it takes time to reach the kind of opportunity we are
trying to get there and we believe it will be enormous,” Wahome said in a recent address to the media.
This follows a 246.15 per cent increase in its losses in the first six months
of 2017 to Sh180 million compared to Sh52 million in losses it made in the first
half of 2016. Other brands managed by the retailer include Deacons, the F & F,
Bossini, Adidas, 4 u 2, Truworths and Lifefitness.
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Chase depositors may
lose 25% of savings
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State Bank of Mauritius will take over Sh57 billion held in Chase
Bank. The remaining Sh19 billion will he held by the troubled bank
PETER KIRAGU
@peterkiragu

Depositors with the troubled Chase
Bank stand to lose 25 per cent of their
funds under a new structure that has
seen the institution taken over by the
State Bank of Mauritius (SBM).
On Friday, the Central Bank of Kenya revealed that SBM would take over
75 per cent of the Sh76 billion held
in restricted accounts within Chase
Bank. This will translate to Sh57 billion, with the remaining Sh19 billion
remaining with Chase Bank. The CBK
was not however clear on what shareholding percentage SBM was acquiring
at the bank that is currently in receivership.
According to CBK Governor Patrick
Njoroge, depositors will have access to
the Sh57 billion from January 1, 2018,
but in three installments that will run
upto 2021. Njoroge did not however
give any direction on the remaining

Sh19 billion that will be held at Chase
Bank, leaving depositors with fears
that they will lose their savings.
“The governor didn’t want to commit on the 25 per cent that will remain
in Chase Bank, only giving assurance
that ‘it remains your money’,” said a
representative of one of the depositors
who attended the meeting at Crowne
Plaza.
In the first installment, SBM will
transfer a third of the depositors’
funds into a current account with the
bank. This amount will be available for
withdrawal from January 1, next year.
In the second compensation plan
for depositors, another third of the
savings will be transferred to a savings account in SBM by December 31,
2017. This amount will also become
available from January 1, but will be
subject to the bank’s savings accounts
terms and conditions. The depositors
will also enjoy a 7 per cent per annum
interest on their savings in these accounts. The remaining third of the unlocked savings will be availed in three

installments, spanning over three
years. Interest will also be earned at 7
per cent pa. It was not clear from the
Friday meeting whether depositors
will be required to open new bank accounts with SBM or their current accounts will be transferred to the new
owner as they are.
The CBK governor said SBM, which
in May this year acquired Fidelity
Commercial Bank, would start its
due diligence on Chase Bank this
week. This exercise is expected to be
completed by the end of this month.
Among others, the due diligence will
help SBM to determine the number of
Chase Bank’s employees it will retain
in the new structure.
Among the banks that expressed
their interest in acquiring Chase Bank
include French banking giant Société
Générale, which was recently given a
license to open a representative office
in Kenya. Others were listed as First
Rand of South Africa, Stanbic Bank,
Kenya Commercial Bank and I&M
Bank.
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