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Mbela with tour
operator Victoria
Gorbachev in
Saint Petersburg,
Russia.
Gorbachev won
a ticket to Kenya
by Turkish airline.
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Mozambique from
Boom to Bust - A
Cautionary Tale

M

ozambique popped onto the global radar in 2011 when
huge gas reserves were discovered off-shore. We visited
in 2012 and I recall the wife being seriously astonished
when we jumped in a taxi and the driver turned out to be
Portuguese.
I said ‘’Mozambique could be the next Qatar.’’ as we stuffed
ourselves with wonderfully flavour some tiger prawns.
Interestingly, I was a guest of The State of Qatar at their
Doha Forum earlier this year and caught up with President
Guebeza in person. I am surprised that Qatar has not seized
itself of the Mozambique opportunity at these rock-bottom
prices.The IMF predicted a 24% GDP expansion for 2021 when
gas production was expected to begin.
I returned in May 2014, for the IMF’s flagship Africa Rising
conference. By that time, Maputo’s sky-line was a sea of
cranes. Further North, Tete was booming.
Then I noticed that Credit Suisse and VTB sold some ‘’Tuna’’
Bonds on behalf of Mozambique. The story around these
bonds was opaque.
“$850m was borrowed to buy a fleet of tuna fishing boats
so that Mozambique could export fish to the European
Union (EU) and elsewhere, but the boats do not fulfil EU
specifications,” said one NGO worker based in Maputo.
At the most, this is gross misconduct by the government.
“$850m was taken out, but from what I can see there is only
around $50m worth of assets as a result,” said a lawyer based
in Maputo. Things became murkier and murkier.
Not only did Ematum [The Tuna Fishing Company] fall short
of its targets, but $500-million of the “tuna bond” was found
to be for maritime security and had to be reallocated to the
defence budget. Even when they did sail in Ematum’s early
days, the fleet never caught the amount of fish needed to pay
off the debt.
Ematum’s results pointed to the fleet catching just $450
000 of tuna a year, compared with sales of $18-million
forecast at that stage of its life in a 2013 feasibility study
circulated by the government.
Further loans were uncovered spanning not only Empresa
Moçambicana de Atum (Ematum), but other companies
Proindicus and Mozambique Asset Management (MAM). The
Total is around $2 billion.
Africa Confidential reported that Chancellor Angela Merkel
asked President Nyusi when he met her in Berlin on 19 April
2016, ‘Where is the money?’ and also, ‘Are you in charge?’
Things have accelerated to the down side further.
Mozambique’s Eurobonds [which were ‘’restructured’’ Tuna
Bonds] have fallen by as much as 24 cents on the dollar to 57.18
cents in the dollar, the yield is above 20%.
Finance Minister Adriano Maleiane told investors Oct 25
that the country was in “debt distress” and wouldn’t be able
to make an interest payment on the debt due in January.
The Metical has crashed over 60% this year. Debt to GDP is
estimated to be 131% by the Finance Ministry.
The International Monetary Fund will withhold any further
funding to Mozambique, which told creditors this week it wants
to restructure its commercial loans, while the country is still
classified as debt-distressed, a spokesman for the lender said.
“In line with Fund policies, we cannot disburse funds in a
situation where we think the debt is not sustainable,” Gerry
Rice told reporters in Washington Thursday, according to a
transcript of the briefing posted on the IMF’s website. “As with
any country, to be able to disburse we need to know that the
debt is sustainable. ”There are plenty of lessons to be learnt
from this tale. The first is around leveraging the balance sheet.
If you are leveraging the Balance Sheet [this is something SSA
has been doing aggressively] then you are mortgaging the
future.
If you are mortgaging the future, you need to make sure
can first afford the mortgage payments and second that the
investments you are making are going to provide a meaningful
return on your investment. There is very little ROI on increasing
salaries for Civil Servants.

SOCIAL RESPONSIBILITY

I&M boost Kibagare slums
residents with Sh3.5 million
I&M Bank is providing free medical services to residents of
Kibagare slums in Nairobi as part of the Bank’s Corporate Social
Responsibility.
Speaking during the launch of a two day free medical camp
at St Martins Kibagare Primary School in Loresho, Nairobi, I&M
Bank Head of Business Development LA Sivaramakrishnan
said the Bank was reaching out to the under-privileged
population in a bid to help improve their lives.
“I&M Bank has a robust social responsibility programme and
health is one of the key pillars. For the two days, the bank will
spend Sh3.5 million to provide medical services to the residents
of Kibagare slums,” Sivaramakrishnan said.
He said the bank has also been supporting chilldren in the
neighbouring areas of Kibagare.

trade ties

KNCCI decries SA’s
tough visa rules
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The current trade provisions are largely seen to be in favour of
the continent’s second largest and Southernmost state
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Difficulties by Kenyans in acquiring
visa to South Africa is hindering trade
between the two countries, the Kenyan business community has said.
The current trade provisions are largely
seen to be in favour of the continent’s
second largest and Southernmost
state. The Kenyan National Chamber
of Commerce and Industry said Kenyans are still going through a tedious
process to get cleared to South Africa,
as opposed to their counterparts who
can get visa upon arrival at the Jomo
Kenyatta International Airport.
“If we can be able to easily fly to
South Africa and come back, you will
see a huge growth in business. Kenyans want to come to South Africa and
do business,” KNCCI chairman Kiprono Kitonny told a Kenya-South Africa
business delegation on Friday during a
bilateral meet in Nairobi.
He said Kenyans should be able to

get visa’s upon arrival in South Africa, noting that difficulties in accessing
the travel document has pushed many
Kenyans to Dubai, hindering growth
of intra-Africa trade.
“‘Ethiopia has done it and I don’t see
why we should not do it. Those who
have legitimate commercial interest
should not be going through that very
difficult visa regime,” he said.
The value of South Africa’s imports
to Kenya in 2015 dropped to Sh61.31
billion last year from Sh63.89 billion
in 2014, according to the Kenya Economic Survey 2016. Kenya’s exports
to South Africa also declined to Sh4.33
billion from Sh5.9 billion in 2014.
The business community is however upbeat the high level talks initiated
during president Jacob Zuma’s visit
two weeks ago, will unlock visa rules
for Kenyans by South Africa government and boost bilateral trade.
“I think the steps towards that direction are being made but ofcourse
we want a lot more,” Kittony said.
On May 3, Kenya’s Interior CS Joseph Nkaissery and South African

Home Affairs Minister Malusi Gigaba
announced an agreement that will see
Kenyan investors benefit from a 10year multiple entry visa for frequent
business travellers.
SA Department of Home Affairs announced among other things, it will
also exempt visas for holders of diplomatic and official passports. It will
also issue a three-year multiple entry
visa for frequent travelers. The service
fee for visa applications will also be cut
from $71 (Sh7,156 ) to $49 (Sh4,938 ),
the department said.
The deal, which is yet to be fully
implemented, is expected to rekindle
growth of trade flows between the two
countries, which suffered a blow after South Africa introduced stringent
travel measures in 2014.
Areas the Kenyan business delegation targets, Kittony said, include
manufacturing, tourism and real estate sectors.
KenInvest general manager Pius
Rotich said the government has made
it easy to set up business, aimed at attracting investments to Kenya.
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