14

THE-STAR.CO.KE

Monday, November 21, 2016

NEWS BUSINESS
PHOTO STORY
Yellow Pages
ICT manager
Kennedy Nduati,
communications
manager Bertha
Ngaru and CEO
Pedro Gomes
during the
relaunch of Yellow
Pages’ website.
It was done to
improve users’
access to more
information

EXPERT COMMENT
ALY KHAN SATCHU

Higher interest
rate is propelling
the dollar

/COURTESY

OPPORTUNITY

German refrigeration firm bets
big on Kenya, opens an office
Germany-owned Bitzer, a global giant in refrigeration and air
conditioning technology, has opened a sales office in Nairobi
targeting the growing wholesale and retail services sector.
The office will serve the East African market. Biter’s chief sales
and marketing officer Gianni Parlanti said the firm is eyeing
opportunities in floriculture and horticulture, meat and fish
processing, restaurant chains, catering and dairy products.
“Bitzer has known for some time that Kenya is one of Africa’s
most important markets,” Parlanti said.“With the opening
of Bitzer Kenya office, delivery of goods will now be more
convenient and faster since it will be directly from Germany and
not imported through Dubai as before.”

O

n September 12, I wrote: “Therefore, my second trade of the
year [And by the way, I issued my third trade of the year the
day after Donald Trump won the US presidential election
– which is to buy the dollar] is to ‘buy put options on 10-year
bonds because this is going to pop. When it pops, the wizardry
won’t work anymore, and at that moment there is going to be
one heck of a move’”.
Since Trump won, we have witnessed some seriously
violent moves in the bond markets. The US 10-year bond
has surged 55 basis points higher in two weeks, which is the
biggest fortnightly rise in 15 years, and second biggest in
almost 30 years. Of course, the US remains the baseline, and
this has created a shockwave across global bond markets.
Higher US interest rates have propelled the dollar higher and
versus the Yen, the dollar is +7.5 per cent over the last two
weeks – its best fortnightly performance since 1988, second
best since end of Bretton Woods. This is big.
What we are watching is the cratering of the quantitative
easing consensus.
Prime Minister Theresa May said this at the Conservative
Party’s annual conference in October: “While monetary
policy – with super-low interest rates and quantitative easing
– provided the necessary emergency medicine after the
financial crash, we have to acknowledge there have been some
bad side effects.
“People with assets have got richer. People without them
have suffered. People with mortgages have found their debts
cheaper. People with savings have found themselves poorer.
A change has got to come. And we are going to deliver it.
Because that’s what a conservative government can do.”
British Prime Minister May and President-elect Trump have
been propelled to power on the back of older (mostly white)
folks, many of whom have seen their hard-earned savings
over a lifetime, now earn them a paltry return and a negative
one in many cases. When all the now dumbfounded pollsters
reach their ‘’mea culpa’’ moment, they will all realise that they
underestimated the frustration and anger of this constituency.
This is important, and this is what the bond market has seen
very clearly. The QE consensus is dead in the water. Stonecold dead. It is this realisation that is now creating a negative
feedback loop across emerging market assets and bond
prices. Trumponomics is going to accelerate this trend. Trump
is proposing to cut taxes and increase spending. The dollar is
at a 13-year high, Asian currencies are at multi-year lows and
bond yields have soared. For those who have watched the
flight to quality unfold here at home, this is no different. Trump
is accelerating a global flight to quality and a stampede back
into US assets.
Here in Africa, Egypt has capitulated. They have taken $12.5
billion from Madam Lagarde and freed the currency. The USD/
EGP, which had been pegged at 8.88, climbed as high as 18.00
before settling down to 16.2495 last. Nigeria, which is in the
exact same boat as Egypt has chosen a different path.
Authorities should be able to jail for as long as two years
anybody holding dollars in cash for more than 30 days, or
fine them 20 per cent of the amount, according to a draft
amendment to Nigeria’s foreign exchange Act. Last week,
security agents threatened to arrest black market money
traders if they exchanged the naira at a rate weaker than 400
per dollar, compared with the existing street-rate of around
460. The currency’s official exchange rate, which analysts
say the Central Bank is still manipulating, is 315 against the
greenback. (Bloomberg).
“The CBN wants to take its regulatory onus to frightening
proportions,” analysts at SBM said in an e-mailed note
on Friday in response to the new draft law. This is taking
policymaking insanity to a whole new level.
What is unfolding in Nigeria is a debacle of spectacular and
monstrous proportions worthy of a Nollywood movie all of its
own.
Aly-Khan is a financial analyst

PROBING MISMANAGEMENT

Uchumi ex-bosses
face further action

Land was sold despite Sh613 million having been raised from
another asset sale and leaseback transaction, says the CMA
CONSTANT MUNDA
@mundaconstant

Former Uchumi Supermarkets chief
executive Jonathan Ciano faces further
disciplinary action for professional
misconduct and financial improprieties between 2012 and 2015, the regulator has said.
The Capital Markets Authority says
investigations into how Sh895 million
raised through a rights issue was used
and sale of assets valued at Sh1.1 billion, which the board denied approving, are still ongoing. The sale of land,
the CMA says in its verdict released late
Friday, was done despite Sh613 million
having been raised from another asset
sale and leaseback transaction.
Ciano and former finance chief
Chadwick Okumu were sacked in June
2015.
The inquiry established most of the
cash raised from shareholders in November 2014 settled outstanding supplier debt, and was not spent to expand

the supermarket as approved. It also
learnt that most of the information
was changed after the approval.
“The co-mingling of the rights issue proceeds with the general trading
funds further made it difficult for USL
board to track the actual application
of the rights issue proceeds,” the CMA
says. “The ultimate application of the
specific RI proceeds remains the subject of further investigations.”
The regulator said the two, with former board chairperson Khadijah Mire
and former director James Murigu,
had been banished from holding positions in a public firm for between one
and five years. Bartholomew Ragalo, a
former independent director, received
a regulatory caution.
All of them were, however, fined for
regulatory breaches ranging from poor
governance, financial misapplication
and inadequate oversight.
Ciano has been banned from serving in a public firm for five years, fined
Sh5 million effective November 17. He
has also lost Sh13.5 million, proceeds
he made as a vegetable supplier to the

struggling retail chain, for failing to
disclose the conflict of interest to the
board. Okumu has been disqualified
from being a CFO in a public firm for
two years.
The CMA has also lodged a complaint with the Institute of Certified
Public Accountants of Kenya to take
disciplinary action against Ciano and
Okumu for professional misconduct.
Mire has been slapped with a twoyear ban from listed firms and disgorged of Sh1.77 million she earned in
allowances during the financial years
2014 and 2015. She is also required to
undergo a corporate governance training to be eligible for appointment in
future.
Murigu has been barred from listed entities for a year and disgorged
Sh660,000 board allowances. Some
Sh855,000 will be seized from Ragalo
who is required to undergo corporate
governance training. The management
has been found guilty of cooking financial books for the year ended June
2014.

More Business
news on our
website.
Scan this quick
response code
using your
smartphone

