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PART II: MONTHLY COMMENTARY
Another month of stabilising equities, currencies and money markets continues to build the picture of a steady platform with
which to kick-off 2016. It has been an interesting, and volatile year for Eastern Africa, and the continent as a whole – please join
us to look back across 2015 with in depth BC analysis in our Annual Review, which we’ll publish in early January.
In private equity and M&A two investment deals – one a piece – were announced in the renewable energy and retail sectors in Kenya
respectively. Our deal of the month is Kenya's solar light distributor and financier M-KOPA Solar’s closing of a USD 19 million financing round
led by London-based Generation Investment Management LLP who committed USD 10 million (see Deals on page 5).
In the oil and gas sector, Pancontinental Oil and Gas, announced that it was seeking to raise AUD 2.2 million to settle debt and fund its
exploration activities in Kenya and Namibia, while, in the mining sector General Electric (GE) signed a distribution deal with Simba Corp for
diesel generators targeting the mining sector players in East Africa while Kadabba Salt Producers S.C. announced plans to construct the first
modern salt, iodization factory in Afar Regional State of Ethiopia.
In the energy sector, Olsuswa Energy announced plans to construct a 140MW power generation plant in Kenya while the Tanzania Geothermal
Development Company Limited (TGDC) and Toshiba Corporation signed a collaboration MOU for the development of geothermal power
generation business in Tanzania
The NSE 20 Share index registered a slight gain of 3.8% in November (-21.4% YTD) closing at 4016.18 points. Equity turnover stood at USD
128.7m, a 25.7% decline from October’s USD 173.2m. Large Caps dominated trading with Equity Bank and Safaricom registering a turnover of
USD 30.5m and USD 25.4m respectively. The bourse registered net foreign outflows of USD 14.7m with EABL (USD 22.9m) and KCB (USD
17.6m) recording the highest foreign investor offloads. ARM was the top gainer at 29.9% buoyed by debt restructuring efforts that include a
KES 10 billion, five-year bond private bond issue. Proceeds from the same will be used to repay commercial paper and settle other short term
debts.
We wish you all a Happy Christmas, and best wishes for the new year.
Edward Burbidge, CFA
Chief Executive Officer, & BC EA Review Team

OTHER KEY MARKET INDICATORS

Interest Rates
Country/Region

Current Base Rate Previous Base Rate

Central Bank of Kenya (Kenya)

11.50%

11.50%

Bank of Uganda (Uganda)

17.00%

17.00%

Bank of Tanzania (Tanzania)

7.58%

7.58%

South African Reserve Bank (RSA)

6.25%

6.25%

Central Bank of Nigeria (Nigeria)

11.00%

13.00%

Central Bank of Egypt (Egypt)

8.75%

8.75%

Bank of England (UK)

0.50%

0.50%

Federal Reserve Bank (USA)

0.25% - 0.5%

0.00% - 0.25%

European Central Bank (EU)

0.05%

0.05%

Inflation and GDP growth
Country / Region

GDP

Inflation

2015

2016

2015

2016

Kenya

5.6%

6.0%

6.3%

5.9%

Uganda

5.2%

5.5%

5.7%

6.5%

Tanzania

6.9%

7.0%

5.6%

5.9%

Nigeria

3.5%

4.1%

9.1%

9.7%

South Africa

1.4%

1.3%

4.8%

5.9%

Sub-Saharan Africa

3.8%

4.3%

6.9%

7.3%

UK

2.5%

2.2%

0.1%

1.5%

USA

2.6%

2.8%

0.1%

1.1%

Euro Area

1.7%

1.8%

0.2%

1.1%

Source: World Economic Outlook , IMF

2

EFG is the marketing name for EFG International and its subsidiaries. EFG International’s global private banking network includes offices in Zurich, Geneva,
London, Channel Islands, Luxembourg, Monaco, Madrid, Hong Kong, Singapore, Shanghai, Taipei, Miami, Nassau, Grand Cayman, Bogotá and Montevideo.
www.efginternational.com

WISHING YOU A

MERRY
CHRISTMAS
AND A HAPPY NEW YEAR

WWW.BURBIDGECAPITAL.COM

PART III: SELECTED DEALS
Investment
type
Country
PE
Kenya

Date
Buyer
2nd December 2015 Generation
Investment
Management
LLP

Seller
M-KOPA

14th December 2015

Pancontinental Oil AUD 738,000
& Gas NL
(USD 530, 000)

Oil & gas

Share
Kenya
private
placement

17th December 2015 Woolworths
Holdings

Deacons Kenya
Limited

Retail

M&A

Investment size Sector
KES 1.9 billion (USD Renewable
19 million)
energy

Kenya

Synopsis
Kenya's solar light distributor and financier M-KOPA Solar
announced the closing of a USD 19 million financing round led by
London-based Generation Investment Management LLP who
committed USD 10 million. The new investment from Generation
and others will be used to further expand the company’s
management team, product range and international operations.
The company's aim is to reach its initial target of one million
homes in East Africa by end 2017.
ASX-listed exploration company Pancontinental Oil & Gas NL has
completed raising AUD 738,000 in a private placement through the
sale of 184,500,000 shares to professional and sophisticated
investors at an issue price of AUD 0.004 per share. The funds are
part of the drive by the company to bolster its cash reserves by
AUD 2.2 million to settle debt and for its exploration activities.
Clothing and household goods retailer, Deacons Kenya Limited,
has sold its remaining 49 per cent stake in Woolworths Kenya
Limited to South Africa's Woolworths Holdings ending a three year
joint venture between them. The proceeds from the sale will be
invested in new franchises, stores, brands as well as funding its
existing operations.

PART VI: OTHER NEWS (1/2)
Porsche is fastest selling make as sales of new luxury cars up 12pct
Sales of new luxury cars rose 12.0 pct. to 326 units in the first nine months of the year, underlining increased demand from rich
individuals and private firms. Data from the Kenya Motor Industry Association shows that luxury car dealers including RMA
Kenya, DT Dobie, Porsche Centre and Simba Corporation sold 291 units in the same period last year. Growth in luxury car sales,
however, trailed that of the overall new motor vehicle market that jumped 15.6 pct. in the nine-month period to stand at 15,101
units. German brand Porsche emerged the fastest-selling in the luxury car segment, moving 92 units in the review period. This
was up from the 82 units sold by its local dealer Porsche Centre Nairobi a year earlier. The Cayenne SUV model —priced at
between KES 10 million and KES 14 million— accounted for most of its sales, moving 78 units. Sales of Mercedes, which
previously dominated the high-end car market before the entry of Porsche in May last year, came second at 82 units. Mercedes
sales were also up, with DT Dobie Kenya selling 53 units of the brand the year before. Sales in the nine-month period mark a
strong recovery in the industry that took a hit in 2009 when the government banned the purchase of fuel-guzzling luxury models
for top civil servants in a bid to reduce wastage of taxpayers’ money.
BC Analysis
The Porsche brand which is owned by the Volkswagen Group has observed impressive sales in Kenya informed by rising demand
from private firms and wealthy individuals seeking high –end luxury vehicles. The New World Wealth report between 2000 and
2014, the number of high net worth individuals in Africa (people with net assets of USD 1m or more) in Africa increased by 145%.
This has created a substantial market for luxury goods with various high end brands setting up shop in Africa including Porsche,
Hugo Boss, Prada, MAC, the Cartier watch brand and Pernod Ricard. According to the Wealth Report by Knight Frank, the
number of ultra-high net worth individuals (people with more than USD 30m in net assets) in Africa is set to increase by 59% over
the next 10 years. Africa’s youthful demographics is also likely to increase demand for luxury consumer brands in the future.
(Source: Business Daily, BC Analysis)

Olsuswa Energy plans to construct a 140MW power generation plant
Olsuswa Energy, a company owned by Mayfox Mining’s chairman Manga Mugwe, is the latest joiner in the power production
with a planned construction of a 140 MW geothermal plant in Turkana County. Olsuswa Energy is seeking to construct the
power plant at a cost of USD 402 million (KES 42.8 billion), with planned transmission into the national electricity grid. Most of
the capital outlay is expected to be in the form of debt from development finance institutions including Denmark’s DI Frontier
Market Energy & Carbon Fund.
BC Analysis
According to the company’s website, Olsuswa Energy has applied for a geothermal resource licence in the northern geothermal
prospect- Barrier Volcanic Complex in Turkana County. The company’s intended prospect covers an area of 136 sq.km.
Reconnaissance surveys of the prospective area by the British Geological Survey indicated an occurrence of strong surface
manifestations, signifying a hydrothermal system. Olsuswa Energy plans to tap into this geothermal resource for the production
of clean, affordable electricity that will be fed to the national grid via the 400kV Loyangalani-Suswa transmission line which is
currently under construction by KETRACO and is due to be completed by the end of 2016.
(Source: Business daily, BC Research)
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PART V: OTHER NEWS (1/2)
America’s Pizza Hut set to open at Westgate Mall
American restaurant chain Pizza Hut is set to enter the Kenyan market with two stores planned for Nairobi by the end this year,
seeking to cash in on the growing demand for fast foods by an expanding middle class. The pizza chain which owns and
franchises 13,616 stores in more than 90 markets globally is setting up the two shops at Westgate Mall and College House. Pizza
Hut is a subsidiary of New York Stock Exchange-listed Yum! Brands Inc, which also owns KFC and Taco Bell brands. Kenya is
now Pizza Hut’s fourth market in the continent after South Africa, Zambia and Mauritius. Pizza Hut, which currently operates 17
restaurants in Africa, said it plans to expand to Uganda, Tanzania, Mozambique, Ghana and Angola in the coming year. The
restaurant styles itself as a middle-class eatery specializing in pizza but also sells other meals such as pasta, chicken,
breadsticks, fries and soft drinks. The Kentucky-based pizza chain said the Kenyan stores are franchisee owned, and would be
operated by Liberty Eagle that also owns the Subway franchise in Kenya and Tanzania.
BC Analysis
Pizza Hut’s entry into East Africa’s largest economy comes at a time when foreign restaurant chains have been jostling to set up
shop in Kenya, cementing Nairobi as the region’s foodie hub. Kenya is now is now in the league of the world’s lower middleincome nations, having crossed the United Nation’s USD 1,045 gross domestic product (GDP) per capita. South African seafood
chain Ocean Basket, Naked Pizza, American fast-food giant KFC, Sandwich chain Subway, ice cream seller Cold Stone Creamery,
Japanese firm Toridoll and Domino’s Pizza are some of the big players who have recently opened stores in Kenya. McDonald’s
has already invited investors to put in applications for a Kenya franchise, sending out the strongest signal yet of its plans to open
shop in Nairobi. These global players are turning to emerging markets such as Africa for growth, attracted by a rise in
households’ disposable incomes, fast economic growth and a young population, according a study by McKinsey & Co. The growth
has not been limited to foreign franchises as local names including Java, Big Square, Artcaffe, Dormans and Carnivore expand
their outlets.
(Source: Business daily, BC Research)

Private equity goes bargain-hunting in Norwegian oil sector
Private equity investors are buying up assets in Norway's crisis-hit oil sector, betting on a recovery in crude prices and cutting
deals with energy firms whose focus is elsewhere and are happy to generate some cash. Russian billionaire Mikhail Fridman
and Sam Laidlaw, former chief executive of British utility Centrica, are among those taking or seeking stakes in existing fields in
the seas off the coast of Norway. Their interest is a boon for oil firms slipping into the red after years of large profits as the
slump in oil prices shows no immediate sign of ending. Oil firms have cut spending, axed thousands of jobs and scrapped
projects as they look to protect dividend payments to shareholders. The price of Brent crude has fallen by around 60 percent
since June 2014 and some energy companies see scope to trim assets. Private equity investors are prepared to take on the risk
of investing at this point, with a view to getting their rewards if oil prices do recover over the next few years. The International
Energy Agency says oil prices could return to a range around $80 by 2020, but oil prices are hard to predict and estimates vary
widely. Fridman's LetterOne bought the Norwegian oil assets of Germany's E.ON for $1.6 billion last month.
BC Analysis
The oil price plunge has wreaked havoc on shares of energy companies making them attractive to investors seeking a bargain.
The volatility of oil prices has however kept cautious investors at bay. Private equity firms with their deep pockets and long term
approach are uniquely positioned to capitalize on the opportunities in the energy sector locking in money for a long time period
as they wait for the oil prices to rebound substantially.
(Source: Reuters, BC Research)

Solar firm M-KOPA secures USD 19 million investment
M-KOPA, a pay-per-use solar energy provider targeting customers who are not connected to the national electricity grid, closed
a USD 19 million (KES 1.9 billion) financing round led by London-based group of investors. The firm indicated the new
investment from Generation Investment Management LLP and others will be used to further expand the company’s
management team, product range and international operations. The Generation Investment Management, founded by former
US Vice President Al Gore together with David Blood, led the financing round, which also includes new investments by Sir
Richard Branson, (founder of Virgin Group), and Jean and Steve Case (founder of AOL) as well as re-investment by existing
shareholders.
BC Analysis
The demand for M-KOPA products is being driven by lack of electricity supply in rural areas and the payment flexibility
accorded to its customers who are mainly low income earners in East Africa. The impact of the company’s products has helped it
attract funding from social impact investors such as Gray Ghost DOEN Social Ventures, Lundin foundation, Treehouse
Investments and DOB Equity. M-KOPA started its commercial business in October 2012 and as of August 2015, the company had
connected over 280,000 homes to affordable solar power. This is the fifth round of financing after M-KOPA early this year
announced that it had closed its fourth round of investment through a USD 12.45 million equity and debt deal. The investment
will be used to expand the company’s product range, grow its operating base in East Africa and license its technology to other
markets.
(Source: Business daily, BC Research)
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PART VI: UPCOMING EVENTS/CONFERENCES
Events
The Powering Africa Summit:
2016

Date
27 - 29 January
2016

Venue

Theme
The Summit is a platform to showcase power, trade and infrastructure investment opportunities across
the continent, engaging principle decision makers from the American and African public and private
Marriott Marquis Washington, USA sectors to explore how project bankability can be increased.
The Ai Presidential CEO
28 - 29 January
The Africa investor (Ai) CEO Presidents Investment Summit, held in association with the African Union
Investment Summit and
2016
Commission and NEPAD, builds on the Ai Heads of State Investment Advisory Council partnership with
Awards 2016
the AUC and UNOSAA, launched at the New York Stock Exchange during the UN General Assembly. It is
AU Headquarters,
an exclusive annual dialogue platform for CEOs and investors with African Heads of State on trade and
Addis Ababa, Ethiopia
investment opportunities on the continent.
Investing in African Mining
08 - 11 February
Investing in African Mining Indaba™is the world’s premier mining investment conference,dedicated to
Indaba
2016
the capitalisation and development of mining interests in Africa. A must attend event for investors,
mining executives, government ministers, and other mining professionalswith an interest in African
Cape Town, South Africa
mining.
FT African Infrastructure
25 February
FT African Infrastructure Financing and Development: Powering sustainable African growth draws on
Financing and Development 2016
the success of 2015’s inaugural event to bring together policy makers, regulators and C-level
representatives from pension funds, asset managers, investment banks, family offices and multiWestminster
family wealth offices – as well as product specialists, economic development thinkers, lawyers and
London, United Kingdom
consultants – to debate the potential for sustainable African growth.
Tanzania International Forum 21 - 22 March
The inaugural Tanzania International Forum For Investments (TIFI 2016) is under the theme “Increasing
For Investments
2016
private sector participation, public-private partnerships and regional integration”. With confirmed
participation from global investors and funding institutions in control of more than US$200 billion, the
Julius Nyerere International
Tanzania International Forum For Investments will see the biggest congregation of serious investors in
Convention Centre, Tanzania
Tanzania.
Africa CEO Forum
21 - 22 March
A unique platform for thought-provoking discussions, the Africa CEO Forum is an excellent opportunity
2016
for you to develop your business, shape your strategy and enhance your company’s competitiveness.
2016 will mark the fourth edition of the Africa CEO Forum. Since its inception in 2012, the Africa CEO
Hotel Sofitel Ivoire,
Abidjan, Côte d’Ivoire (Ivory Coast) Forum has established itself as the foremost event devoted to promoting the African private sector.
Africa Hotel Investment Forum 06 - 07 May
The event will tackle the challenges particular to financing and developing hotels as determined by
2016
Radisson Blu Hotel,
their respective markets. In addition wider topics such as connectivity, infrastructure and economic
Lome, Togo
trends will also be explored.
Africa Financial Services
05 - 06 May
Many of Africa’s most significant investors attend AFSIC with the objective of meeting banks,
Investment Conference
2016
insurance companies, microfinance, leasing and other regulated financial services companies from
Park Plaza Riverbank Hotel,
across Africa. This high level event offers African Dealmakers significant business development
London, UK
opportunities on the African continent.
The East Africa GRI 2016
30 - 31 May
A senior real estate meeting focusing on the East African region stretching from Ethiopia to Zimbabwe
2016
and everything in-between. East Africa GRI will bring together real estate investors, developers and
lenders with interest in East Africa from all parts of the African continent and globally for a series of
closed-door discussions which enable you to interact with everyone in the room.
Nairobi, Kenya
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Disclaimer
THIS DOCUMENT HAS BEEN PREPARED ON THE BASIS OF INFORMATION AND FORECASTS IN
THE PUBLIC DOMAIN. NONE OF THE INFORMATION ON WHICH THE DOCUMENT IS BASED
HAS BEEN INDEPENDENTLY VERIFIED BY BURBIDGE CAPITAL LIMITED NOR ITS AFFILIATE
BODIES AND ASSOCIATES, WHO NEITHER TAKE RESPONSIBILITY FOR THE CONTENT THEREOF
AND DO NOT ACCEPT ANY LIABILITY WITH RESPECT TO THE ACCURACY OR COMPLETENESS,
OR IN RELATION TO THE USE BY ANY RECIPIENT OF THE INFORMATION, PROJECTIONS,
OPINIONS CONTAINED IN THIS DOCUMENT.

