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Currency
Puzzles

he Currency Markets remain
Tthe most liquid market of all

in the World and something
equivalent to the Challenger Deep
in the Mariana Trench which is the
deepest known pointin the Earth s
oceans. e Foreign Exchange mar-
ket trades in excess of $5.1 trillion
a day. Within the 24 hour cycle, the
market exhibits Liquidity peaks and
troughs and we have witnessed
spectacular and exponential moves
typically in the early hours when
most of the World is in the Land
of Nod and liquidity is at its lowest.
You might recall a night when
Sterling tanked ten big gures, a
night when the Rand ash-cras-
hed and even this year we saw the
Aussie get creamed. Wizards and
Gremlins stalk the night. Once upon
atime, the FX marketwasa voi-
ce-over market, today its entirely
screen-based and algorithimic and
High Frequency Trading is a big
component and both are heavily

reliant on complex mathematical
formulas and high-speed computer
programs. HFT strategies utilize
computers that make elaborate
decisions to initiate orders based
on information that is received
electronically, before human
traders are capable of processing
the information they observe.
Algorithmic trading and HFT have
resulted in a dramatic change of the
market microstructure, particularly
in the way liquidity is provided. e
attraction of the FX market is that
it allows all Participants to deploy
outsize leverage. Basically, You can
deploy up to 200x Leverage. ere
is no other market that allows this
level of leverage. e US Dollar
[notwithstanding endless chatter
over its imminent demise] remains
the dominant currency representing
around 60% of the market. Of cour-
se e[Petro] Dollar underpins US
Power and this is an observable fact.
e US has frequently deployed
coercive nancial warfare strate-
gies and it works a Treat and in fact
President Trump has lobbed the
odd Tweet to good e ect but more
than that You can see how coercive
nancial warfare has ground the
likes of Venezuela and Iran into the
dust. ats the background.

e Market View pivoted big time
on the Dollar at the end of last year
and priced out further interest rate
increases and has now priced ina
rate cut. Typically, a reduction in
interest rate expectations would
soften a currency. However, the
market has now absorbed the view
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that it will be a synchronised global
slowdown and that the US will likely
outperform. | stand by my view that
the Dollar will appreciate about 10%
in 2019.

e currency markets in Africa,
however, have been idiosyncratic
and endlessly fascinating. e Gha-
na Cedi slumped to an all time low
last week, has weakened 8.6% Year
to Date and is the worse performing
currency in the World.

Tito Mboweni the South African
Finance Minister delivered a curren-
cy Yehudi Menuhin level mas-
ter-class last week. He delivered
his Budget Speech last week and
began by presenting the aloe ferox
which he says is resilient, sturdy
and drought resistant. He then
started with all the bad news, the
proposed and expensive rescue of
Eskom and this sent the Rand into
an almighty Tail-Spin and an orgy of
Rand selling. At one point the Rand
was -2.00% on theday. enhe
rowed back and he had all the Rand
Shorts where he wanted them. e
Rand ended the day marginally
positive. Mr. Mboweni s Budget
Speech and the nesse with which
he skewed his delivery [negati-
ve rstand then gradually more
positive] set the Trap. He exhibited
a feel for the markets which was
seriously noteworthy.

Zimbabwe nally overhauled its
dysfunctional, whack and even
Voodoo FX regime. Zimbabwe s
government dropped its insistence
that a quasi-currency known as
bond notes are at par with the dollar

as it overhauled foreign-exchange
trading and e ectively devalued the
securities. While the government
has previously insisted that bond
notes and RTGS dollars are worth
the same as U.S. dollars, the units
currently trade at between 3.66 and
3.8 to the dollar respectively on the
black market [Bloomberg]

e introduction of a Zim dollar
will be justin name, but the RTGS$
is essentially the Zim dollar.

Tendai Bitiis predicting a 6-8 ran-
ge whilst the Government is looking
for it to appreciate to 2.5 which is
best characterised as Hail-Mary
economics. isis the right move
but|would de nitely be shortat 2.5,
if it ever gets there which is entirely
unlikely.

e Sudanese Pound has beenin
FreeFall and its consequences are
self-evident with Omar Al-Bashir
imposing a State of Emergency.
Nigeria maintains a two tier FX
Regime a little like King Canute. Its
entirely unlikely that Nigeria can
accelerate out of the GDP slow lane
with the current FX regime.

e Stand-Outs in Africa from a
currency perspective are Egypt and
Kenya. Egypt s Al-Sisi devalued big
and early and the consequences of
that bold economic pivot is there for
all to see, Egypt GDP is likely to have
a5 handle in 2019 and the economy
overtook South Africa. And in Kenya,

e Shilling has appreciated by
+1.6%in 2019 and is testing the key
100.00 level.

Aly-Khanisa nancial analyst

Review law to keep corrupt state
workersoutofo ce,says|CPAK

Accountants wants the law toughened to compel corrupt o cials to return stolen assets

ABEL MUHATIA
@muhatiaa

Accountants want public servants
found guilty of corruption complete-
ly blacklisted from holding any pub-
lic position.

is even as Kenyans continue to
wait for arrests and convictions of
Cabinet Secretaries, chief executives,
Principal Secretaries, governors
among other high-pro le sentenc-
ing of those found guilty.

In its submission on the Budget
Policy Statement 2019, e Insti-
tute of Certified Public Accoun-
tants of Kenya raised concerns on
increased theftin publico ces. Ken-
ya is ranked among the most corrupt
countries in the world at position
144 out of 180 according to the Cor-
ruption Perception Index 2018 by
Transparency International.

Amend the law and provisions
on public finance management,
anti-money laundering, leadership,
and integrity to strengthen asset
recovery mechanism, ICPAK chair
Julius Mwatu said.

e institute also wants the law

strengthened to compel those found
guilty to return stolen assets or face
hefty penalties. According to the
Ethics and Anti-Corruption Com-
mission, Kenya is losing an estimat-
ed Sh608 billion to corruption yearly,
which is 7.8 per cent of Kenya s GDP
as of July 2018.

Top of the areas of concern in re-
gard to corruption include public
procurement, public service, land
administration, customs adminis-
tration, and funds misappropriation

is year s budget is Sh3.074 tril-
lion with the biggest chunk of it (
Sh1.6 trillion) going towards funding
the functions of the National govern-
ment. Despite existing pieces of leg-
islation on the matter and increased
calls by President Uhuru Kenyatta on
the ghtagainst corruption, ICPAK
says little has been achieved.

Kenya has an elaborate legal ar-
chitecture. Nevertheless, we contin-
ue to witness myriad cases of funds
misappropriation and increased
scandal in both public and private
entities, Mwatu said.

e accountants also questioned
the National Treasury, and Com-
mission on Revenue Allocation for
using outdated audited nancial

National Treasury CAS Nelson Gaichuhie and ICPAK chairman Julius Mwatu during
the 34th ICPAK annual conference on May 22 last year /CHARLES MGHENYI

statements opening a loophole to
swindle public funds.

In their presentation, they noted
that the use of up-to-date audited
results will enable open revenue
share and enhance accountability of
funds in a timely manner. Analysis
by the institute shows the Division

of Revenue Act has been using the
2013/14 audited accounts as the basis
for equitable share.

e National Ethics and Corrup-
tion report released last year by
EACC shows Muranga, Trans Nzoia,
Mandera, Kirinyaga and Marsabit are
the top ve most corrupt counties.
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CBK misses weekly
Treasury Bill target

CYNTHIAILAKO/ e National Treasury
accepted bids worth Sh22.89 billion
during last week s auction for the
three-month, six-month and one-
year government debt securities -
against a target of Sh24 billion.

e 182-day Treasury bill attract-
ed most bids. Interest rates on the
three Treasury bills declined during
the auction, Central Bank saidinits
weekly bulletin.

Although there was an oversub-
scription for the short term gov-
ernment debt, bids received during

ursday s auction were slightly lower
at Sh25.11 billion compared to Sh33.7
billion received at the previous.

T-bills are short-terminstruments
the government uses to raise cash to
0 setde citinthe budget.

According to analysts at Cytonn In-
vestments the decline in subscription
is partly attributable to the 5-year
and 10-year bond sale that closed
last week.

Investors ocked for the 91-day
T-billwhich was oversubscribed by
127.6 per cent to rake in Sh5.1 billion
of the Sh4 billion o ered under the
debtfacility. e three month facility is
currently trading at 6.96 per cent.

Bids accepted for the 182 and 364-
day T-bills failed to meet the target
with CBK collecting Sh9.94 billion
and Sh7.85 billion of the Sh10 billion
o ered under both facilities.

CBK data shows Interest rates on all
the three Treasury billinstruments at
the auction declined marginally.

TIP OF THE DAY

TORUNAGOOD
MEETING, GET THE
BASICS RIGHT
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I Plenty of meetings are a waste !
i oftime. ey re unfocused, |
. badly run,and way toolong. But 1
|  improving your meetingsisnt |
' rocketscience workon getting i
! the basics right. When planning
| ameeting knowwhyyouare |
1 schedulingitinthe rstplace. !
I Having aspeci c¢goalin mind will !
i help you create a useful agenda. |
' Next, decide who truly needs 1
| tobethere, conS|der|ng thekey |
' decision makers,in uencers, and i
! stakeholders. If certain people
| shouldbeintheloopbutdont |
1 need to attend, you can ask !
| fortheirinput beforehandand !
i update them afterward. Openthe |
1 Mmeeting by clearly laying outits 1
| purpose and focusing people on !
1 thetaskathand. As the facilitator, |
! your roleis to get attendeesto
| feel committed to the outcome. |
' When the meeting is over, take i
! afewminutestore ect.Did .
1 everyone participate? Were |
1 people distracted? What worked !
I well, and what didn t? Use your !
, re ections (ask others for their |
' thoughts, too) to keepimproving
L _ fornexttime. _____J



