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The age of
disruption

was fortunate enough to be moderating an event in
Nairobi last week co-hosted by KEPSA and UNCTAD
where the chief guest was the chairman of Alibaba,
Jack Ma. I reflected on how this visit has in many
ways single-handedly reset the China-Africa narrative.
As I listened to Jack recount how he had raised $60,000
(Sh6.23 million) in 1999 to set up Alibaba in his apartment
and then reflected on the fact that today Alibaba is valued
at $377 billion (Sh39.13 trillion), I went back to Joseph
Schumpeter.
Schumpeter spoke of creative destruction (German:
schöpferische Zerstörung), sometimes known as
Schumpeter’s gale, which is a concept in economics
that speaks to a “process of industrial mutation that
incessantly revolutionizes the economic structure from
within, incessantly destroying the old one, incessantly
creating a new one”
And what is clear to me is that a new economy is
emerging wherever I look and the velocity [and even
violence] of its emergence is plain breathtaking. Look at
something like Netflix which disrupted Blockbuster, look
at Amazon which started by selling books and now sells
just about everything.
I also learnt that 29 per cent of UK retail sales are now
transacted on-line and the direction of travel remains
on-line.
When Jack Ma was asked about the infrastructure
deficit in Kenya, he said this [turning to Bob Collymore]
‘’But your internet is fast!’’
And what he was saying was look at this new
information highway because it is a disruption and an
infrastructure all of its own. More importantly, Kenya has
embraced the internet economy. Soon every Kenyan
will own a smartphone. Mobile money is a Kenyan
phenomenon. Sportspesa came out of nowhere. The
ingredients for baking a high velocity internet economy
are all in place. Whether the rate cap law is reversed or not
is now by the by. The digital disruption is upon us. Physical
branches will increasingly be liabilities and no longer assets
on the balance sheet. Millions of Kenyans will have bank
accounts but never ever set foot in a branch. It is going
to be increasingly all about algorithms and algorithmic
banking and large scale artificial intelligence. All these
shopping malls [unless they are a compelling proposition]
will soon look and feel like legacy assets. There is no reason
why on-line sales should not reach the UK average of 29
per cent within 24 months. Think about that. We should be
pronouncing the last rites.
Just like Jack Ma created $377 billion (Sh39.13 trillion)
of value out of nowhere, there will be entrepreneurs who
will ride this new economy and who are going to create
fabulous fortunes. This is that moment when you have to
have your wits and antennae about you because the risk
of becoming obsolete is sky-high.
Vinod Khosla said ‘’the Future is not seen in the rear
view mirror’’
He was not wrong.

Alibaba founder Jack Ma during a Public lecture at the
University of Nairobi on July 20 /ENOS TECHE
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A customer holds
his debit card in
Nairobi during
the unveiling of
the Mastercard
partnership deal
with United Bank
for Africa that will
facilitate services
to its customers
on July 21

High-flying Britam agents
rewarded
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CYNTHIA ILAKO / Insurance group Britam has rewarded its
best performing agents with cash rewards of up to Sh7 million
and luxury week-long holidays.
The incentive seeks to reward exemplary performance
across the line of products sold under the group life and
pension sales departments, which also include individual
pension and income draw down as well as annuities. Agents
whose paid premiums were above Sh5 million with loss ratio
of below 65 per cent and debtor days below 45 days in the last
financial year qualified to be evaluated in the competition.
“Our agents are extremely important to us and have played
a big part in us being named top in the Association of Kenyan
Insurers best company awards for the last decade,” Britam
Group CEO Benson Wairegi said.

ECONOMIC OUTLOOK

M-Akiba bond down
86 per cent at NSE
Ndoho said the issuance of the government’s Sh4.85 billion
M-Akiba bond would be determined by the market “appetite”
CYNTHIA ILAKO
@LadyKanyali

The seemingly lucrative M-Akiba bond
fell short of target by 86 per cent at
the Nairobi Securities Exchange three
weeks after its debut launch on June
30.
The retail government bond which
sought to raise Sh1 billion raised only
Sh140 million bought by about 235,672
investors.
The government intended to float
the first Sh1 billion out of the Sh4.85
billion for a three week period ending July 21, with the remaining Sh3.85
billion to be staggered on a fortnightly
basis. This was following the success
of the pilot issue of Sh150 million on
March 23 which attracted 102,632 investors with 5,692 representing only
six per cent of the total interested investors who bought the bond.

The inaugural mobile infrastructure
bond closed after the entire Sh150 million was taken up by investors 13 days
after its issuance. Treasury however
said that there had been a strong surge
in the bond’s uptake in the three days
to closure which resulted in an extension of the M-Akiba bond sale to September 11.
“It is only right that these investors
are given the opportunity to participate,” Treasury public debt management director general Wohoro Ndoho
said. He said that to ensure all investors who bought the bond to the date
of July 21 are not disadvantaged by this
extension, any interest accrued over
the extension period would be paid on
a pro rata basis.
Investors are set to be paid 10 per
cent interest every six months, beginning January next year.The revolutionary M-Akiba Bond is meant to open
government securities trading to the
lower income group.

The bond’s minimum investment is
Sh3,000 with a daily transaction limit of Sh140,000, a move calculated at
growing national savings and investments to a third of the gross domestic
product as targeted in the Vision 2030
development blueprint.
Treasury expects to use the mobile-based bond offered through
M-Pesa, Airtel Money and PesaLink to
mobilise funds for infrastructure development, easing pressure on external borrowing through crowd funding.
The Treasury issued bond – the first
of its kind in the world- offers a three
percentage points advantage over
banks, currently giving interest rates
at seven per cent after the capping of
interest rates on September last year.
In April, Ndohho said that the issuance of the major Sh4.85 billion
M-Akiba bond would be determined
by the market “appetite”.
“we are looking at the trends,” Ndoho said.

Treasury Director
General Public
Debt Wohoro
Ndoho during
the launch
of M-Akiba
secondary
trading of the
special limited
offer at Nairobi
Securities
exchange on
April 11
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