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Accountants want debt tenure
rolled over to ease tax pressure
‘Government should also reduce spending on non-priority areas, such as allowances ‘

Institute of Certified Public Accountants of Kenya chairman Julius Mwatu (R) with council member Samuel Okello at the Nyali
Beach Hotel in Mombasa on July 6, 2017 /JOHN CHESOLI
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Accountants want the government to
re-negotiate debt repayment terms
by stretching the debt tenure.
The Institute of Certified Public
Accountants of Kenya says the extension would help stabilise the current
Sh5.04 trillion public debt and reduce current tax pressure imposed
on Kenyans.

MARKET REPORT

ALY KHAN SATCHU

Bears roam
the NSE and
the number of
Zombies grows
“The markets are never wrong,”
President Kagame said in an interview in Washington in 2014 at the
USAfricaSummit and this statement
is in fact a timeless one. There have

“Although the bulk of Kenya’s
external public debt carries concessional terms with recent commercial borrowing entailing significant
repayment needs in 2019 and 2024
( 2014 sovereign bond issuance) we
need to ensure that public debt remains stable,” ICPAK chairman Julius Mwatu said while opening a new
office in Nyeri on Friday last week.
The accountants urged the government to consider Public Private
Partnerships and implementation
of budget monitoring reports as pri-

mary alternatives to reduce external
debt financing.
Last week, President Uhuru Kenyatta signed into law the Finance Bill
2018 that creates new revenue raising
measures to meet budget requirements. Among the new measures is
the eight per cent Value Added Tax
on petroleum products, expected to
generate Sh71 billion in revenue.
ICPAK said the levies will have
far and wide ramifications to the
economy, including raising inflation,
increasing the cost of basic com-

been occasions too many to mention
where folks will rail against the market and the point is this, always take
the side of the market against the
demagogue. Always.
The term “bear market” is named
for the manner in which a bear tends
to attack. A bear will usually swipe
its paws in a downward motion upon
its prey, and for this reason, markets
laden with falling stock prices are
called bear markets.
A bear market is a condition in
which securities prices fall and
widespread pessimism causes the
stock market’s downward spiral to
be self-sustaining. Although figures
vary, a downturn of 20 per cent or
more from a peak is the widely accepted definition of a bear market.
The Nairobi Securities Exchange
has three Indices, The Nairobi All
Share [market Capitalisation Index],
the NSE 20 and the NSE 25 [which
are equal weighting indices where

each of the 20 or 25 stocks that
comprise the Index carry an equal
weight]. The NSE 20 is -23.697%
in 2018, its at a 19 month low and
entered a bear market at the end
of August. The Nairobi All Share
is -15.02% in 2018, at a 16 month
low and entered a bear market on
September 19th. Last week a whole
series of share prices hit all time
lows. This list which is not exhaustive includes the venerable Nation
Media Group [-34.913% in 2018 on
a Total Return Basis], Kenya Power
[-48.9%] Deacons [-84.5% in 2018],
Uchumi [-76.08%], Mumias Sugar
[-50.00%]. The question you need
to ask yourself is which of these are
‘’zombies’’?
Economists have worried about
“zombie companies” for decades.
Timothy Taylor, editor of the Journal
of Economic Perspectives, has
followed a trail of references back
to 1989, noting sightings of these

modities and travel, loss of jobs and
low growth of the economy due to
reduced investment.
“Essential outcomes for debt instruments must be well articulated
and demonstrated, that is, economic
growth status before and after the
intervention, significant change in
poverty levels and increasing financial inflows,” Mwatu said.
He said such facts will help to
gauge whether the borrowed money served the intended purpose or it
failed. The institute further called on
the government to reduce spending
in non-priority areas as an austerity measure to contain expenditure.
Some of the proposed areas include
streamlining allowances and rationalising salaries to guarantee public
wage bill sustainability.
ICPAK also wants the Salaries
and Remuneration Commission
to cap and issue fresh guidance on
foreign and domestic travels. Other
proposed areas to cut expenditure
include ministries, departments
and agencies that consistently under-spend and whose absorption
rates of development funds are below 50 per cent.
Last week, Treasury announced
a Sh55.1 billion cut in government
expenditure for the current financial
year.
The national government budget
was reduced from Sh3.026 trillion
to Sh2.97 trillion, while recurrent spending was trimmed from
Sh1.072 trillion to Sh1.06 trillion,
saving Sh11.7 billion.
Development budget suffered a
major cut of 5.1 per cent, despite the
International Monetary Fund setting
the threshold at 30 per cent of the
total budget.
Treasury cut it from Sh677.2
billion to Sh642.8 billion, saving
Sh34.3 billion.

zombies in Japan from the 1990s,
and more recently in China. The fundamental concern is that there are
companies which should be dead,
yet continue to lumber on, ruining
things for everyone [FT]
The Big Cap stocks have also
rolled over. Safaricom entered a bear
market Friday having fallen 20%
over the last 4 weeks. The banks are
getting slammed too. KCB has slumped into a bear market and is down
20% over the last four weeks.
The stock market is largely seen
as a Leading Indicator.
If this were the price performance in New York [which by the way
closed at all time highs last week],
there would be a revolution and
immediate remedial action.
One of my first bosses was the
aptly named Mark Dearlove who
said to me, ‘’You only get smelly
fingers picking bottoms, Aly-Khan’’
The market has further to fall.
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28.5BN
Amount in Kenya
shilllings for T-bill bids

The Central Bank of Kenya accepted the
bids during last week’s auction of the
91,182 and 364-day Treasury bills.

TRUCKS INTERCEPTED
Energy Regulatory
Commission
yesterday announced
intercepting 12
trucks loaded with
unlicensed Liquefied
Petroleum Gas in
Namanga. Thirteen
people were arrested
in the process for
selling, reselling and
transporting the
petroleum product
without proper
requirement. The
regulator said truck
drivers risk arrest for
importing and selling
substandard LPG.

LEAD CONFIDENTLY
WHEN YOU AREN’T
FEELING CONFIDENT
When faced with a tough challenge,
it’s normal to feel uncertain, and
maybe even afraid. But it’s hard
to inspire your team to rise to
the occasion if they sense that
you’re intimidated. You can project
confidence by doing four things. First,
demonstrate empathy for your team
members. They want to know that
you aren’t out of touch with what
they’re feeling. Second, communicate
your vision for the team — and that
tough challenge. People need to
have a clear sense of where they
are headed. Third, set a direction for
the team. Show them how you’ll
reach the vision together. Last, give
people proof. They need a reason to
buy in to what you’re telling them, so
offer evidence for your direction and
optimism. Be specific, be personal,
and reference the work that the team
is already doing. This will build your
team’s confidence — and your own.

