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Bob is right,
Kenya Inc needs
five Safaricoms

/COURTESY

T

his past week Safaricom released its first-half earnings. The
centrality of Safaricom to the Nairobi Securities Exchange is
shown when you compare the telco’s market capitalisation
of Sh851.39 billion ($8.429 billion) to the market cap of the
entire stock exchange at Sh2.050 trillion ($20.297 billion).
Safaricom constitutes 41.52 per cent of the total value of the
stock exchange. The markets emit a very pure signal and this is
the first signal to note. CEO Bob Collymore has presided over a
golden age for shareholders. The total return for shareholders
during his tenure clocks +711 per cent. That return surely ranks
in the top percentile world-wide. This is the second signal to
note.
Collymore spoke of how Kenya Inc needs to produce the
equivalent of five Safaricoms a year. He has a point. Safaricom
on Tuesday last week issued its Sustainability Report which
measures the ‘’True Value’’ of the company’s business, and it
calculates that the total value Safaricom created for Kenyan
Society in full-year 2016 was about Sh413.86 billion (10.9 times
greater than the financial profit the company made during the
same period).
During the half-year period to September 30, revenue
topped Sh100billion to clock Sh102.09 billion, profit before tax
was +30.6 per cent, while cash and cash equivalents surged
+126 per cent to Sh43.02 billion. I once described Safaricom
as a cash machine and a +126 per cent surge in cash and cash
equivalents confirmed that. Non-voice revenue (53.4 per cent
of total earnings) overtook voice revenue (46.6 per cent of total
revenue) for the first time. Voice eked out a +1.1 per cent gain.
Collymore said: ‘’I’ve been saying for four years voice is not
dead. We’ve got a million people added to the population every
year. We haven’t moved into the bundled voice thing that many
Europeans did and wished they hadn’t (You could argue that
voice has confounded expectations exactly because of the
demographic dividend).”
M-Pesa, which is ubiquitous and has helped Kenya Inc
re-frame itself as the hot-bed of mobile money and financial
inclusion, saw revenues surge +33.7 per cent to Sh25.9 billion.
Some of this surge was juiced by the betting phenomenon, I
am sure but the bottom-line is that M-Pesa is still in a parabolic
and GO-GO growth phase. Transaction volumes have grown
27 per cent on a compounded annual growth rate basis over
five years, and clocked an eye-popping Sh3.226 trillion for this
six-month reporting period. At some point, Safaricom might
consider spinning off M-Pesa via a separate listing.
The fastest growing slice of Safaricom’s revenues remains
mobile data, which accelerated +46.3 per cent to Sh13.4
billion. Today, there are more than 10 million smartphones
on Safaricom’s network. Data usage per customer per
month grew +44 per cent to 231MBs year-on-year. The
mobile data curve is entirely correlated to the recent arrival
of the information century. The speed of the arrival is just
breathtaking.
Interestingly when I asked Collymore whether he was
worried by the competition, he said: “We are always scanning
the horizon. The competition does not keep me awake. It’s
new, emerging technologies like WhatsApp that keep me
awake.’’ By the way WhatsApp did not disrupt Safaricom. What
happened is we all started sending packets and packets of data
across WhatsApp, juicing the mobile data curve. SMS revenue
registered a +8.1 per cent gain.
Safaricom is an outlier (in statistics, an outlier is an
observation point that is distant from other observations). It’s
centrality to the securities exchange and Kenya Inc cannot be
gainsaid. From the early days of the ‘Simu ya Jamii’ through
to the Sh5 scratchcard, through a proposed rollout of up to
1,000 4G base stations over the next few months, they have
transformed lives, connected us to each other, helped Kenyans
meet their daily needs (M-Pesa) and to the 21st century.
Today, Safaricom is on the radar of every international
investor. I cannot think of any other sub-Saharan Africa equity
which occupies the same degree of mind share.
The author is a financial analyst. www.rich.co.ke

FINANCIAL BOOST

China rolls out Sh1.12tn fund
for Central, Eastern Europe
REUTERS/China has set up a 10 billion euro (about Sh1.12
trillion) investment fund to finance projects in Central and
Eastern Europe, Industrial and Commercial Bank of China said
in a statement yesterday. The China-Central Eastern Europe
fund will be run by Sino-CEE Financial Holdings, a company
established by the bank earlier this year, and which was
formally launched by Premier Li Keqiang during his visit to Riga
on Saturday. The fund aims to raise 50 billion euros for sectors
such as infrastructure, high-tech manufacturing and consumer
goods, the bank said. While targeting Central and Eastern
Europe, it could extend to the rest of Europe and other regions
if relevant to China-Central and Eastern Europe co-operation,
it said. The fund will be government-backed, but will operate
under business principles and be guided by the market.

LIQUIDATION QUESTION

Ex-IBL bosses’ relief
in duel with the CBK
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Justice George Odunga says the CBK and KDCI are under
obligation to consider reasonable proposals by shareholders
SUSAN MUHINDI
@TheStarKenya

The High Court has prohibited the
Central Bank of Kenya and the Kenya
Deposit Insurance Corporation from
initiating the process of liquidating the
collapsed Imperial Bank until they exhaust revival options.
Justice George Odunga said the CBK
and KDCI should consider reasonable
proposals made by the shareholders.
If the proposals are not viable, the
regulator should explain to the shareholders the reasons for rejecting them,
Odunga said.
“Liquidation, in my view are the
‘last rights’ of a company and the high
priest of liquidation, otherwise known
in the company law as ‘the liquidator’, ought only to be summoned by
the doctor (the receiver) where all else
have failed and the patient’s life (the
bank) is hopelessly irredeemable,” the
judge ruled on Friday.
The proposals made by the share-

holders should be “reasonable and
tangible”, he said.
The beleaguered shareholders had
on October 29 last year presented to
the CBK and the KDIC a revised restructuring and recovery plan for the
bank, run down by loan-related fraud.
The court heard that the regulator
and the receiver manager refused to
consider their “recovery plan and dismissed it without any consideration”.
CBK argued that the proposals by
the shareholders were not made in
good faith, and were intended to hoodwink them that the shortfall was not
going to result in insolvency.
The KDIC said it was not obliged under the law to accept any recovery plan
from the shareholders, or the board of
directors.
The KDIC had argued that the said
proposals were designed to divert attention from the non-executive directors associated with the shareholders,
and draw the CBK into an elaborate
cover-up scheme, focused on the late
managing director Abdulmalek Janmohamed and associated entities. This

would have prevented directors from
being investigated.
Judge Odunga, however, said the
CBK’s decision not to accede to the
proposals and recovery plan was not
right. He said the two offices are under
constitutional and legal obligation to
inform the shareholders of their actions.
The court compelled the CBK and
the KDIC to provide the shareholders,
bondholders and depositors with the
information concerning the arrangements entered into with any of the
interested parties, and the manner in
which the depositors are to be dealt
with.
The CBK was, however, opposed to
the orders sought by the shareholders on grounds that it would leave the
bank under the control of the shareholders who are under investigations,
and consequently without a statutory
custodian for the protection of the
creditors and depositors.
The KDIC said the suit is a blatant attempt to stop the forensic investigation
into the alleged theft of Sh38 billion.
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