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NEWS BUSINESS
PAPER LOSS

US and China
tariff war hurts
trade at bourse

Global cigarette firm BAT took the highest
hit when its shares shed Sh10 to close at
Sh610 on Friday

VICTOR AMADALA
@ItsAmadala

Investors at the Nairobi Securities Exchange last week incurred a
loss of Sh118.7 billion as a result of
tension in global trade, sparked by
looming trade war between the U.S.
and China.
Central Bank Weekly statistical
bulletin shows all indices and market capitalisation declined, slowing
post dividend growth momentum
witnessed a fortnight ago when the
bourse recorded an equity turnover
growth of 46.82 percent.
The bourse, recorded a market capitalisation of Sh2.51 trillion
down from Sh2.63 trillion the previous week, a 4.5 per cent drop.
The Nairobi All Share Index
(NASI) posted 170.19 points, 4.5 per
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Don’t kill the
goose that lays
the golden egg

S

afaricom’s M-Pesa is a ubiquitous viral phenomenon, M-Pesa dialled Kenya Inc. up onto
the global radar with even Bill Gates
tweeting ‘’Kenya’s M-Pesa proves
that when people are empowered,
they will use digital tech to innovate
on their own’’
M-Pesa was in fact co-funded by
DfID’s Financial Deepening Challenge Fund and Vodafone some eleven
years ago and went viral from the
Get-Go. I remember vividly being
in Michael Joseph’s office at the
time of the M-Pesa launch and him
explaining it to me ‘’This is a sticky
thing Aly-Khan’’.
Today, M-Pesa has 20.55m
customers and contributes $629m
of revenue to Safaricom’s full year
revenue of $2.337b. Those numbers
are startling and parabolic but dig
deeper and there is an extraordinary
story. The original need M-Pesa met

was the need to circulate money
within Kenya, and serve a domestic
remittance market, i.e sending remittances from Nairobi and big urban
centres back to the rural areas.
Consider that total mobile money for
January 2018 clocked $3.229b versus $0.484b in January 2010. This
M-Pesa/Mobile Money Economy
was static before and largely trapped
in the form of ‘’mattress’’ money.
M-Pesa is about volume but
also about velocity. The M-Pesa
economy has outstanding velocity.
Loans are being taken out in the early hours of the morning and those
same loans are being repaid in the
evening of the same day.
‘’M-Pesa has been a growth
engine. Whenever theres a cash
transaction, we see an opportunity.
Transaction value in 2017 doubled.
We are building the ecosystem to
monetise tomorrow’’ said the Safaricom CFO Sateesh Kamath. Monthly
usage per customer is averaging
10.0 transactions per customer per
month, I believe but I would really like
to dig into some higher frequency
data.
MJ said ‘’In the last year alone, the
service processed six billion transactions, peaking at 529 a second in
December 2016’’
MIT research published a few
years ago showed that, since 2008,
access to mobile-money services
increased daily per capita consumption levels of 194,000 — or two
percent — of Kenyan households,
lifting them out of extreme poverty
(living on less than $1.25 per day).

But there’s an interesting gender
effect: Female-headed households
saw far greater increases in consumption than male-headed households. Not surprisingly, households
where agent density increased by
five agents — the average in the
sample — also saw a six per cent
increase in per capita consumption,
enough to push 64 (or roughly four
percent) of the sampled households
above poverty levels. In line with
its social impact vision Safaricom
introduced M-Pesa kadogo, through
which transactions under KES100
do not attract a service fee. I was at
Kakuma Refugee Camp a few weeks
ago at a TEDx event organised by
UNHCR and as I strolled around I kept
thinking to myself, what’s changed?
Then I realised all these folks are
connected to the c21st, they have
a mobile internet and they have
M-Pesa.
Today, M-Pesa customers can
now link their PayPal accounts to
their M-Pesa wallets allowing someone in Kakuma refugee camp to
buy or sell services to merchants anywhere in the world. I recall Jack Ma
saying ‘’Its about platform visibility.
Without visibility you are invisible.’’
The M-Pesa economy has made
the invisible visible and it has given
the previously invisible the ability to
transact anywhere in this world of
seven billion. It is a phenomenon, it is
a grass roots miracle of democratisation and economic liberation. This
is something that Bob Collymore
the CEO has always understood
intuitively.

cent lower than 178.21 witnessed the
previous week. NSE20 and NSE25
shrunk by 2.9 and 1.03 per cent respectively.
‘’Shareholders incurred a paper
loss of Sh 118.7 billion as measured
by decline in market capitalisation.
The low performance could be a
reflection of trends in global markets in reaction to tensions in global
trade that may impact global economy,’’ said CBK.
Last week, US President Donald
Trump said he was considering an
additional 10 per cent tariff on $200
billion (Sh20 trillion) worth of Chinese goods, triggering a sharp reaction overseas. This saw major stocks
register an average drop of 150 basis
points.
Global cigarette firm British
American Tobacco took the highest
hit as its share shed Sh10 to close at
Sh610 on Friday. Generally translating into a Sh1 billion loss considering that it is has 100 million shares
at NSE.
Other firms whose share sunk
include I&M Bank which shed Sh2
to trade at Sh116 while East Africa
Portland Cement’s share dropped
by 8.05 per cent to close the day
at Sh20. Kenya Airways closed at
Sh11.40.
The government’s intention to
raise capital locally through long
term issues suffered a major blow
during the week when its Sh40 billion 25-year bond received a 25.33
per cent subscription.
Treasury bill auctions reported a
subscription of 214.71 per cent, an
indication that investors are more
interested in short term papers. The
auction received bids worth Sh51.53
billion against an advertised amount
of Sh24.0 billion.
“We target the one shilling,” he
says. “The banking sector across
the world has always ignored the
so-called base of the pyramid. We
haven’t because we understand that
the base of the pyramid needs to be
served and there’s also commercial
viability in doing that.”
Therefore, when I saw that the
Treasury was dialling up the mobile
money excise Duty 200 basis points
from 10% to 12% I asked myself
‘Why are you killing the Goose that is
laying the golden eggs?’’
The Mobile Money CAGR was
667%/8= 83.375% 2010 through
2018. Why not keep encouraging its
parabolic trajectory and taking 10%
of that fastest growing pie of any pie
I can find in Kenya Inc. It is a seriously
sub-optimal move. This is symptom
of a reverse Darwinism Philosophy
we seem to be promoting, where we
penalise success.
So I am calling for an immediate
reversal of this Excise Duty increase.
It is kindergarten economics, I am
afraid. I am also calling for a lifting
of the daily M-Pesa cap. It makes
no sense anymore. It is an artificial
number which makes little sense in
the context of a cash-lite economy
and from a regulatory compliance
perspective. M-Pesa is prima facie
more compliant than the banking
system because of the digital trail
left by each transaction.
And my final thought is that
Safaricom should be considering an
M-Pesa crypto coin.
Aly-Khan is a financial analyst
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NSE market capitilisation
last week
The bourse recorded a 4.5 percent
drop in market capitalisation from
Sh2.63 trillion the previous week

BOOST TRADE

Suppliers call on
retailers to stock
Kenyan products
VICTOR AMADALA /Suppliers want local
retail chains to procure 70 per cent of
their stock locally to spur industrial
growth.
Addressing Tuskys staff members
and suppliers during the Founders Day in Nairobi at the weekend,
Suppliers Association of Kenya
chairman Kimani Rugendo said this
will accelerate as envisioned in the Big
Four agenda.
“The formal retail players such as
Tuskys and local manufacturers stand
to reap good benefits by working
closely as partners in progress,” said
Rugendo.
The stocking of locally manufactured and sourced products, he said
will undoubtedly have a positive effect
on the local manufacturing sector and
has a potential of doubling the sectors
GDP contribution.
Tusky’s was celebratinng its founder Joram Kamau who started the
business as Rongai Self Service Store.

TWO RULES FOR
MAKING BETTER
DECISIONS
There are many ways to improve
decision making, but two simple
rules can be helpful. First, be less
certain — about every part of your
decision-making process. Think
choice A will lead to outcome
B? It’s probably less likely than
you believe. Think outcome B is
preferable to outcome C? You’re
probably too confident about
that as well. Revisit the logic of
your decisions. What else would
you think about if you were less
sure that A causes B, or that
B is preferable to C? Second,
always ask yourself, “How often
does that typically happen?” For
example, if you were considering
funding a startup, you might ask:
What percentage of startups fail?
Accepting that you know less
than you think you do is one of
the best ways for making better
decisions.

