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NEWS BUSINESS
CAPACITY BUILDING

MKU signs deal with Chinese university
to boost Kenya’s petroleum industry

EXPERT COMMENT

ALY KHAN SAATCHU

If it’s money
you want, buy
precious metals

P

resident Obama in his last White
House correspondents dinner
said: “If this material works well,
I’m going to use it at Goldman Sachs
next year. Earn me some serious
Tubmans”.
Earning Tubmans in the markets is
always a 24-hour job.
The currency markets have been
seeing some serious action of late with
the Japanese yen surging more than
4.5 per cent last week for its second
biggest gain since LTCM in October 1998.
The markets feel that ‘Abenomics’ is
a busted flush and the bank of Japan
might be brandishing a bazooka that has
no bullets.
I said on January 11 that one of my
conviction trades for 2016 is to buy the
yen against just about everything.
The pound has been on the mend.
The dollar has come under pressure
and has now fallen for three months
and this now the longest stretch since
before it embarked on a two-year, 20
per cent rally in July 2014. The dollar
has fallen 5.9 per cent this year. The US
economy expanded at 0.5 per cent in
first quarter and that’s on an annualised
basis signalling the economy has hit
a brick wall. The Kenya shilling is at an
eight-month high and interestingly has
exhibited a great deal of Alpha when
compared to its peers.
Brent crude has now ramped nearly
80 per cent higher since slumping to a
multi-year low in January. This rebound
actually mimics what happened this
time last year, its close to a mirror
image. A lot of folks (I included) think
this is a ‘head-fake’ and that the rally
has been a vicious short-covering one.
Shorts are folks who sell an asset in the
expectation that they can buy the same
asset back later at a lower price and for a
profit. Shorts have been burned and the
market is now net long.
Gold and silver have surged to
15-month highs and both look set to
push on further.
Closer to home, the dollar sell-off
and a perception that South Africa’s
President Zuma is set to be terminated
has made the rand rally. Egypt entered
a bull market in March and is leading the
Africa equity indices and is plus 10.95 per
cent this year.
Here at the Nairobi Securities
Exchange, investors await full year
earnings release from the exchange’s
bellwether stock Safaricom on May
11. I expect muscular earnings from
Safaricom and my year end price target
is 22.50 which will underpin a positive
2016 for the indices. EABL has surged to
a 2016 closing high since spicing things
up with the announcement of a Sh4.50
special dividend and is now plus 8.79
per cent.
So if it’s Tubmans you are after, stay
long on the yen, buy some precious
metals and and consider selling crude oil.
Aly Khan Satchu is a financial analyst.
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Mount Kenya University has signed a new deal to help in capacity building for vital skills
needed in the petroleum sub-sector. The local university’s chairman Simon Gacharu
said the academic partnership deal signed with China University of Petroleum (East
China) will help Kenya produce world class experts for the oil and gas industry.
Gicharu, in a statement to media from China, said the purpose of the Memorandum
of Understanding is to develop academic cooperation on the basis of equality and
reciprocity and to promote relations and mutual understanding between the two
institutions. “MKU is very keen on offering the best and quality education that will give
our graduands the skills needed in the market. The experts we will be producing to the
market will be world class that is why this MoU spells a bright future for our students
and faculty,”Gacharu said.
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MINING

Mineral revenues
to stagnate this
year - report

The price fall comes amid a projected increase in
production in the current financial year, Base’s
quarterly report for January to March shows.
(+) WHY BASE TITANIUM
EXPECTS SAME EARNINGS
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Base Titanium has been forced to review its markets
following a reduction in the sale of key minerals by an
international partner.This follows a force majeure notice
from the partner as global prices continue to dip, which has
affected its export revenues in the first quarter of 2016.
The notice was issued on January 16 on an ilmenite sales
agreement seeking to suspend the counter party’s
obligations under the agreement. Global prices for titanium
products have dropped by 50 per cent in the last two years,
according to the company, with the slowdown in China’s
economy worsening the market.A force majeure notice is
designed to excuse performance where an event beyond
the control of a party affects the ability of that party to
perform its obligations under a contract.
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Government revenues from the Kwale
mineral sand project will stagnate this
year due to depressed prices in global
markets, mining company Base Titanium has said.
The mine is expected to contribute
an estimated Sh1.9 billion in government revenue, with Sh1.4 billion paid
by Base as royalties, Pay As You Earn
deducted from employees’ earnings
and withholding taxes, it said. The
company’s supply chain is expected to
contribute Sh290 million while Sh200
million of government revenue will

be generated through associated consumer spending.
Speaking during the company’s
launch of mineral sands project economic and tax benefits in Kenya report
in Nairobi, Base resources managing
director, Tim Carstens, said the company has been hit by an oversupply in
the market, which has affected sales.
“We are facing low prices with increased competition. In Africa alone
there has been increased production
in Senegal and extension of production in Mozambique. We are likely to
contribute the same as 2015,” Carstens
said.
This is likely to stagnate the growth
of mineral output from Kenya, which
rose by 16.7 per cent from 1.5 million
tonnes in 2013 to 1.7 million tonnes
in 2014, propelled by production of
Titanium Ore comprising of Ilmenite, Rutile and Zircon. The Economic
Survey 2015 shows the increase raised
overall value of minerals by 6.1 per cent
to stand at Sh20.9 billion from Sh19.8
billion in 2013.
The price fall comes amid a projected increase in production in the current financial year, Base’s quarterly
report for January to March shows.
Rutile production is expected to
stand at between 82,000 and 86,000
tonnes, Ilmenite 440,000 to 455,000
tonnes and Zircon 29,000 to 31,000
tonnes.
“Prices for rutile are likely to be
under some pressure during the June
quarter as a result of this surplus as
producers compete for market share,”
the report reads.

