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NEWS BUSINESS
PHOTO STORY
Safaricom Foundation invests Sh12
million in water distribution system
Safaricom CEO Bob Collymore (squatting) commissions Kenya’s first overhead water piping distribution system
in Kibera, launched by Shining Hope for
Communities in partnership with the
Safaricom Foundation. Looking on, from
left: SHOFCO’s founders Jessica Posner
and Kennedy Odede, Safaricom Foundation chairman Joe Ogutu and Safaricom
director, Consumer Business Unit, Sylvia
Mulinge among other staff

EXPERT COMMENT
ALY KHAN SATCHU

Central banks
are suppressing
bonds’ yields

/COURTESY

J

ohn Maynard Keynes, who is widely considered one of the
founders of modern macroeconomics, said: “The market
can stay irrational longer than you can stay solvent.”
Julian Hart Robertson, the founder of Tiger Management and
a legendary hedge fund manager, said: “Our mandate is to
find the 200 best companies in the world and invest in them,
and find the 200 worst companies in the world and go short
on them. If the 200 best don’t do better than the 200 worst,
you should probably be in another business.” Robertson bet
the bank against the Nasdaq rally in 2000 and lost his shirt.
He was right, but the market stayed irrational, then went
exuberantly irrational before correcting. If you look around
the world today, it is clear that we are in the middle of an
extraordinary monetary policy experiment, where central bank
governors Haruhiko Kuroda in Japan, Mario Draghi in Europe
and others have become 21st century’s monetary wizards,
suppressing bonds’ yields, and buying up every bond they can
get their hands on. Some argue that what we have witnessed
is a stealthy nationalisation of bond markets, in particular.
Developed bond market prices are no longer trading on
fundamentals, but on the basis of demand and supply, and the
perception that the central banks will continue to be a source
of ‘’infinite’’ demand. In my younger days, I used to like to party,
and I can remember within a party, you would have the first
rush, and then again in the early hours you might find another
surge. Finally, you might start to hear the birds, and it was at
that moment you knew it was all over. Like the inestimable
prince said: ‘’Party like its 1999.’’
A lot of risk calculations are based on Value at Risk (VAR).
Essentially, you overlay a volatility measure over the portfolio,
and you calculate how much money is on the line. Central banks
have suppressed volatility therefore in real terms; investors
are now holding bigger positions at these current artificially
suppressed levels. If volatility spikes, positions are going to be
reduced en masse. Or to put it another way and to borrow the
lyrics from the Eagles Hotel California:
Mirrors on the ceiling,
The pink champagne on ice
And she said “We are all just prisoners here, of our own device”
Last thing I remember, I was
Running for the door
I had to find the passage back
To the place I was before
“Relax,” said the night man,
“We are programmed to receive.
You can check-out any time you like,
But you can never leave! “
What is clear is that we are at the fag-end of this party.
German 10-year bund yields turned positive for the first time
since July. According to Deutsche Bank, developed market
bonds and equities are
at their most expensive
ever.
Therefore, my second
trade of the year (my
first was to be long, the
Yen from January) is to
buy put options on 10year bonds because this
is going to pop, and when
it pops, the wizardry
won’t work anymore,
and at that moment
there is going to be one
heck of a move.
The author is a financial
analyst. www.rich.co.ke

TOURISM

Kippra supports an
open-sky policy to
entice charter flights
According to its report, relaxing air access
restrictions will be crucial for attracting
more international visitors
WEITERE MWITA
@MwitaMartin

The government should expedite the
adoption of an open-sky policy for the
Mombasa International Airport to encourage charter flights from Europe, a
new report by state-owned public policy think-tank recommends.
The Kenya Institute for Public Policy
Research and Analysis says,in its Kenya
Economic Report 2016, that “relaxing
air access restrictions associated with
air travel will be imperative in attracting more international visitors”.
This will boost tourism at the Coast,
which is on the rebound, after more
than four years slump linked with terror threats from the al Shabaab militia.

The Kippra survey launched last
week shows international arrivals
through MIA dropped 42.42 per cent to
126,900 in 2015, compared to 220,400
in 2014.
“The cumulative decline in the arrivals was due to the travel advisories
against travelling to the Kenyan coast
in April, and the withdrawal of 25
chartered flights from the airport in
the last couple of years,” the report
reads.
The report recommends a review of
the industry’s regulatory framework,
especially on issues of Value Added
Tax, among other levies, and licences.
“Kenya has one of the highest aviation taxes in the world, and a review
of airport taxes would be imperative
in boosting the economy. Additionally, multiplicity of licences is a burden

for tourism businesses, especially in
the accommodation sub-sector,” the
report states.
Last December, the government
announced a Sh1.2 billion incentive
package for charter flights at Mombasa
and Malindi airports effective January
this year.
This was in a bid to recover lost
business from tourist charter airlines,
which had fled following the unending threats from the al Shabaab.
Landing fees at the two airports were
waived for two and a half years, with
a further passenger subsidy of $30
(Sh3,039 ) per seat for international
visitors disembarking in Kenya.
Kippra acting executive director
Dickson Khainga said the country
needs to diversify tourism products,
to complement safari and beach packages.
Other recommendations in the
survey include prioritising the implementation of the Tourism Act 2011,
and in particular develop and operationalise a specialised security agency.

Tourists
disembark
from a charter
plane at the Moi
International
Airport,
Mombasa, in
2011 /FILE
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