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The Shilling getting
stronger

he Kenya Shilling is uppermost in most folks’ minds.
The Shilling depreciated 0.8% against the US Dollar in
October to Sh101.8 from Sh101.0 at the end of September. After last month’s correction, it remains positive
versus the Dollar for the year, one of very few currencies
in Africa and the world to have achieved such an outcome. We tend to be fixated on the Dollar rate but its worth
looking at a trade-weighted index and what you will see
is that the Shilling has in fact appreciated sharply against
all its peers. A theory is that we would be better served
by a weaker currency but I don’t subscribe to that theory
essentially because there is no elasticity in our exports. A
weak currency has not been a catalyst for a flood of exports. In fact, I would posit, we are better off with a strong
Shilling because our import to export ratio is around 3 to 1
and therefore we are better off keeping a lid on prices via
a strong currency. Ever since I can recall, folks have been
arguing the Shilling was overvalued and I have found that
many of these models simply do not account for the ‘’carry’’ [the positive interest rate differential earned when you
hold Kenyan Assets] component. The latest trigger for the
spike in conversation around the Shilling was the IMF who
urged the central bank to allow “greater exchange-rate
flexibility,” given well-anchored inflation expectations and
adequate reserves, saying this would boost the shilling’s
role as a potential shock absorber.
The IMF reclassified the Shilling from “floating” to “other
managed arrangement” to reflect the currency’s limited
movement due to periodic Central Bank interventions. The
currency, which has the fourth-best performance globally,
is also overvalued by about 17.5 per cent, it said.
The Central Bank reiterated its position on the Shilling’s
value, saying the currency reflects its true and fundamental value.
“Our calculations support the view that there is no
fundamental misalignment reflected in our exchange rate,”
it said in an emailed response to questions.
Today, if you scan Sub-Saharan Africa you will note
many dual currency regimes all of which are interfering
with the free markets. Here in Kenya, you can exchange your money at a 50 cents bid offer spread. Sure, the
Central Bank [and I rank their foreign exchange operations
as an ‘’Outlier’’ when you compare it to any other Central
Bank on the continent] probably smooths lumpiness but
that is prudent and sensible. If you are aware of a lumpy
trade, it certainly makes sense to spread it out because
after all Participants have access to enormous amounts of
Leverage in the FX markets and Kenya does not fold infinite
FX reserves. I have always enjoyed parsing the linguistics
and in this respect the characterisation of “other managed
arrangement” is wrong on the facts as I see them.
The finding that the Shilling is 17.5% overvalued is also
alarmist and not borne out by facts. Such a devaluation
would ‘’cry havoc’’ with our debt-to-GDP ratios. The
International Monetary Fund raised its assessment of the
chance of Kenya’s external debt distress to moderate from
low due to increasing refinancing risks and narrower safety
margins in East Africa’s biggest economy. The Washington-based lender estimates Kenya’s total public debt will
peak at 63.2 per cent of gross domestic product this year
and gradually decline over the medium term. This compares with 58 percent in 2017 and 53.2 per cent in 2016, when
the nation ramped up infrastructure projects. There is an
argument that we need to be tapping Euro denominated
Eurobond borrowing and not just dollar denominated debt.
The Central Bank is sitting on the highest hard currency
reserves in its history. Remittances have surged by 71.9%
year on year to $266.2M in June 2018 from $54.9M in June
2017. Remittances are the most important source of forex
bar none. Our single biggest expense Item is of course
Crude Oil and you will have noted that since the Istanbul
incident, the crown prince has been finessing the price
lower to release some of the pressure in what remains a
pressure cooker. Of course, the markets would appreciate
a more aggressive GOK cost cutting program. Key levels
are from 2011 and are 105.00-107.00.

Equity Q3 results
post Sh15.8bn profit
The lender will explore its customer transaction and
lifestyle data to make decisions to drive growth
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The indicative value of
the shilling to the dollar
The Shilling was stable against the
dollar with inflows from horticulture
exports and diaspora remittances
meeting dollar demand from merchant importers, traders said.
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F O R E X E X C H A N G E R AT E S
Currency

Buy

Sell

Mean

US DOLLAR

101.3556

101.5556

101.4556

STG POUND

131.6111

131.9039

131.7575

EURO

115.6122

115.8683

115.7403

SA RAND

7.0774

7.0941

7.0857

KES / USHS

36.8271

36.9985

36.9128

KES / TSHS

22.5689

22.6529

22.6109

AE DIRHAM

27.5940

27.6492

27.6216

JPY (100)

89.7349

89.9358

89.8354

IND RUPEE

1.3991

CHINESE YUAN 14.6988

1.4020

1.4005

14.7342

14.7165

NSE BIGGEST WINNERS
Price

Change (%)

UMEME

8.80

+8.64

SAMEER

2.35

+6.82

NATIONAL BANK

5.00

+6.38

BAMBURI

150.00

+4.90

CARBACID

11.00

+3.77

N S E B I G G E ST LOS E R S
Price

ABEL MUHATIA
@muhatiaa

Equity Group’s net profit has increased by eight per cent to Sh15.8
billion in the third quarter ending
September 30, the bank has announced. The growth is up from
Sh14.6 billion reported within the
same period last year.
CEO James Mwangi attributed the
growth to higher interest income
driven by improvement on non-performing loans and reduced costs.He
addressed stakeholders during the
release of the results yesterday.
Total income grew by one per cent
to Sh 49.3 billion from Sh48.7 billion while total costs declined by four
per cent from Sh28 billion to Sh26.9
billion. Deposits grew by nine per
cent to Sh402.2b from Sh368.8bn
as the number of customers reached
12.7 million.
Within the same period, interest
income has grown by nine per cent,
from Sh35.4 billion to Sh38.5 billion.
However, Mwangi noted a significant
decrease in branch transactions. He
said the centres are now largely used
for SMEs focusing on building relationships with SMEs.
This has seen banks handle only
three per cent of transactions as 97
per cent of transactions moved to
Equitel and mobile apps.The branches transaction volumes went down

to Sh13.5 million from Sh14.4 million as customers preferred to transact on the self-service channels. The
transaction value grew to Sh11.07
billion fromSh11.06 billion.
Digital banking has seen its Eazzy
Banking App grow 208 per cent to
168 million transactions from 55
million year on year and a value of
Sh89 billion from Sh52 billion year
on year Eazzy Biz -a cash management solution for SMEs grew by 148
per cent year on year with a transaction value of Sh187.3bn from 90.9bn
year on year.
Equitel’s transaction value grew
by 20 per cent to Sh425.1 billion up
from Sh353.6 billion despite a slight
decline in transaction volumes to
185.4 million from 197.1 million reported last year.
According to chief operations
officer Bhartesh Shah, the bank
is planning to explore its customer transaction and lifestyle data to
make decisions to drive the banks
future growth.
Investment in government securities increased to Sh158.3 billion in
the review period from Sh127.7 billion in Q3 2017. Non-funded income
- which includes earnings from foreign exchange trading, mobile banking and diaspora remittances stood
at Sh19.8 billion.
This was mainly driven mainly
by remittance commissions, trade
finance, agency and credit card fees
and commissions.

Change (%)

OLYMPIA CAPITAL 2.60

-8.77

BOC KENYA

73.50

-8.12

FLAME TREE

3.00

-7.69

EVEREADY

1.35

-3.57

TOTAL

28.50

-3.39

Equity Bank CEO
James Mwangi
during the
group’s AGM in
Nairobi on March
31
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SHIFT PERSPECTIVE
BY TELLING SELF A
DIFFERENT STORY
We all tell ourselves stories
about work, and these stories
shape the way we think, lead,
and make decisions. If the story
that runs through your head all
day is “Everything’s a battle in
this office,” you’re more likely to
expect hostility and be primed
to attack. Consider shifting to a
new narrative. Identify a challenge
you’re facing, and then ask: “What
is the basic story I’m telling myself
about this issue?” Consider how
the story is affecting you and your
team.Think about what you’d like
to change and how your story
needs to shift. What reimagined
version of the story would be
more useful for pursuing your
goals or doing things differently?
Rewriting a story is often a matter
of choosing to see a situation
from a different, more-positive,
perspective.

