38 LOCAL

THE STAR

★business

Monday, November 23, 2015

UP TO DATE, ACCURATE BUSINESS INFORMATION
NEWS YOU CAN USE, EVERY DAY

Flower output
hit by rains and
bad roads - KFC

Can YOU outsmart
the expert?

ALY KHAN’S
STAR
PORTFOLIO

Photo/ FILE

THE UNIVERSE, EL-NINO AND
WEATHER-PROOF SAVINGS

T
BLOOMING: A flower farm in Naivasha. Heavy rains have affected transporation of the produce.
BY RICHARD MUNGAI
FLOWER production has reduced since October due to
the El Nino rains, the Kenya
Flower Council has said.
Chief executive Jane Ngigi,
however, said the El Nino has
not damaged flower farms
but moving produce from the
farms has become difficult due
to bad roads and cited areas
like Athi River.
“Many farms are ready to
harvest the rain water into
their reservoirs. But we also
have to prepare to deal with
disease outbreaks like Botrytis and Downy Mildew which
become prevalent during such
weather,” she told the Star via
email.
She said flower yields ahead
of the rains was good.
According to the Kenya National Bureau of Statistics, cut
flower exports rose by 11.7 per

cent in the first quarter of 2015
to 34,827.29 metric tonnes
from 31,170.48MT exported
in a similar period last year.
The volume, however, reduced in the second quarter to 29,357.85MT from
30,649.35MT recorded in the
same period in 2014.
Ngigi said the industry’s biggest challenge this year has
been the stalled VAT refunds
and compensation for the
General System of Preference
duties, paid to the European
Union in 2014, when Kenya
was denied the duty free quota
free access to the bloc.
Other challenges include the
continued rise in the cost of
doing business, proliferation
of multiple and double taxation, the pending ratification
of the economic partnership
agreements between the East
African Community and the
EU and difficulties in the diver-

sification of products.
She said they have continued
to explore new markets away
from the traditional European
market and Kenyan flower are
now being exported to 50 different destinations all over the
world.
She said they launched a
private public partnership on
the National Mechanism for
Compliance, to support the
flower industry to continue accessing markets, particularly in
the EU, where Kenya enjoys a
35 per cent market share of cut
flower imports.
“The system requires all
exporters to comply to the
reviewed Kenya Standards
1758 Part One – Flowers and
Ornamentals and in addition
have a traceability system in
place. The expected outcome is
growth and expansion as a result of enhanced market access
and competitiveness,” she said.

here was a time when I
became quite fascinated
by cosmology which is
the science of the origin
and development of the
universe. Sir Martin Rees has
written the most accessible book
in this regard and its called Just 6
Numbers. In this book, Martin Rees
puts forward six equations which
govern our universe, a universe so
big that we are like a grain of sand
on a beach. The mathematics of
these equations is so miraculous
that Rees speaks to a “cosmic tuning” phenomenon.
For example; Ω ≈ 0.3: the ratio of
the actual density of the universe
to the critical (minimum) density
required for the universe to eventually collapse under its gravity. Ω
determines the ultimate fate of
the universe. If Ω is greater than
one, the universe will experience
a big crunch. If Ω is less than one,
the universe will expand forever.
At the macro scale, at the scale
of the stars, everything is so finely
tuned its breathtaking.
Lets now go the micro scale,
the grain of sand that we represent. Last month was the hottest
October in 136 years of data and
represented the eighth recordbreaking month so far in this
record-breaking year [Bloomberg].
Last month wasn’t just the hottest
October on record—it was the
biggest departure from normal
for any month in the past 136
years, according to data from the
National Oceanic and Atmospheric
Administration.
I like following prices and charts
and what is clear is that we are
now in uncharted territory. These

new milestones follow the hottest
summer on record, the hottest 12
months on record, the hottest calendar year on record (2014), and
the hottest decade on record. The
El Nino weather pattern disperses
heat into the atmosphere which
lingers and that means that this
heat-wave is certain to spill into
2016. I cannot help feeling we are
like frogs in boiling water. We have
created massive interference in
the ‘’cosmic tuning’’ phenomenon.
The question is how does an investor navigate this new ‘’weather
normal’’. So far this year, the only
commodity that has delivered a
double digit percentage increase
is Cocoa. Cocoa for delivery in
March closed at the highest level
since March 2011. The commodity
has risen 17 per cent this year, the
biggest gain in the S&P GSCI Index
of 24 raw materials. By the way,
The Ivory Coast [the main supplier
of Cocoa to world markets] is the
current SSA darling with the IMF
forecasting an 8.4 per cent GDP
Expansion in 2015/2016 more than
double the predicted SSA GDP expansion rate for the same period.
Cote D’Ivoire is a signal in the
noise for investors. The new temperature normal is surely going to
play havoc with food supplies and
soft commodity prices.
A prudent investor might consider some weather-proofing for
their portfolio.
The way forward might include
buying some deep out of the
money, long maturity call options
on the soft commodity complex
and going long the weather volatility index [if such an instrument
exists].

AfDB to set up a PPP advisory hub in Nairobi
BY RICHARD MUNGAI
THE African Development
Bank is establishing a public
private partnership advisory
hub in its regional office in
Nairobi.
The lender said it has invited
eligible consultants to bid for
the PPP services, which will
include needs assessment of
PPPs in member countries
and developing potential PPP

projects.
“The AfDB now invites
eligible consultants to indicate
interest in providing these
services. Interested consultant
must provide information indicating that they are qualified
to perform the services,” it said
in a statement last week.
According to AfDB, the
regional PPP advisory and
knowledge hub will serve as a
knowledge center of excel-

lence that can provide regional
member countries with a centralised location for information on the PPP process.
“It will provide training and
support for the development
of non-financial products for
project financing, management
and monitoring. In addition,
capacity building will be provided directly to government
institutions to identify and
manage PPP projects,” it said.

DOWNPOUR: A man pushes a handcart in a flooded street in Mombasa.
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