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Kenya's Stock Index posts best week in 3 years on inflows
Pension funds urged to keep NSE equities despite poor 2015 returns
Higher lending boosts Kenya's HF Group's 2015 profit by a quarter
Centum's Rea Vipingo coastal city deepens foray into Real Estate
Centum gets Kenya dealership for the high-end Courvoisier cognac
Japan loans Kenya KES 40 billion for construction of 140MW plant
Tullow discovers traces of oil in Kenya’s Kerio Valley
Tanzania makes big onshore natural gas discovery
15 IPOs expected across Africa in 2016
Private funds inject KES4.3tr in African firms
Black Mountain inks HoA to acquire Namakera Mining
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PART II: MONTHLY COMMENTARY
We feel the stirrings of some real confidence in the region, in particular Kenya with the currency strengthening, interest rates
falling and the equity markets begining to rally after last year’s sell off. Dealflow continues at a great pace and we forsee a strong
year ahead, including a pick up in public markets activity in Q2 & H2 2016.
In private equity 5 investment deals (12 deals YTD) were announced in the real estate, media services and infrastructure sectors
in Kenya while Tanzania recorded one deal in the manufacturing (plastics) sectors.
In M&A we saw 3 deals (9 deals YTD) in the construction (Kenya), petroleum (Tanzania & DRC) and in the banking sector in Uganda. BC’s deal of
the month was Pan-African private equity firm AfricInvest’s investment in Tanzania-based plastics manufacturer Silafrica Plastics and Packaging
International Limited. Prior to the investment, Silafrica was wholly-owned by the Sumaria Group, a conglomerate with interests in numerous
industries across Africa. (see Deals on page 5).
In the energy sector, Kenya and Japan signed a USD 408 million loan agreement that will go towards building a 140 megawatt (MW) geothermal
power plant that is expected to be operational within the next two years. Kenya Electricity Generating Company (KenGen), will build the plant,
known as Olkaria V, which its construction is expected to begin in July, with the supply of electricity to the national grid expected by the end of
2018.
In the oil and gas sector, Tullow Oil announced that it had discovered oil traces at its Cheptuket 1 Well in Kerio Valley, raising hopes of Kenya's
oil reserves, although further test have to be carried out to prove the resource. Pancontinental Oil & Gas announced the closure of its
previously announced private placements of USD 700,000 to be used for exploration activities, business development, payment of expenses
and general working capital purposes. In neighboring Tanzania, Dodsal Group announced the discovery of an additional 2.17 TCF of possible
natural gas deposits raising the nation's total estimated recoverable natural gas reserves to more than 57 TCF.
The NSE 20 share index registered a slight 2.4% gain in February (-4.4% YTD) to close at 3862.24 points. Equities turnover declined 21.7% to
USD 99.36 million from January’s USD 126.92 million. Large caps continue to dominate trading with Safaricom, KCB, EABL and Equity Bank
registering turnovers of USD 20.35 million, USD 19.14 million, USD 18.61 million and USD 10.84 million respectively. The bourse registered a net
foreign inflow of USD 6.08 million with KCB recording the largest net inflow of USD 3.26 million. The Bank outperformed local peers posting a
12.1% y/y EPS growth. Other counters that registered top foreign buys include CFC Stanbic (USD 1.34 million) and Jubilee Holdings (USD 1.00
million). Kengen was the top gainer up 16.7% in the month with its performance supported by higher earnings as a result of its continued effort
to increase production capacity with focus on renewable sources of energy.
Edward Burbidge, CFA
Chief Executive Officer, & BC EA Review Team

OTHER KEY MARKET INDICATORS
Interest Rates
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6.0%

7.0%

5.9%

5.1%
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5.5%

5.8%
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5.9%
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7.0%

7.0%

5.9%

5.1%
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11.50%
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17.00%
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7.58%
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0.00%

0.05%

Euro Area

1.6%

1.7%

1.1%

1.4%

Bank of England (UK)

Source: IMF

The stock market is a device for transferring money from the impatient to the patient”
- Warren Buffet
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Interview with Alykhan Nathoo of Helios on their Exit From Equity Bank

An Equity branch in Nairobi

What was the investment thesis / motivation behind the deal?
First, there was a large market opportunity to bank the unbanked and
therefore drive financial inclusion within Kenya. No other banks in Kenya, at
the time, were pursuing this strategy effectively and therefore there was a
significant segment of the market which was not addressed. Second, Equity
Bank had invested significantly in technology and systems infrastructure, in
order to allow it to successfully address this market, and to do so in a
profitable way i.e. we saw a bank that had the right culture, approach and
technology to effectively penetrate this market. And third, probably most
importantly, this strategy was driven by an ambitious and first rate
management team, lead by the CEO, James Mwangi.
How did Helios add value?
Helios played a major role in driving the strategic direction of the bank.
Examples include the regional expansion of the bank into Uganda, Tanzania,
Rwanda, South Sudan and DRC, transforming the bank from a single country
market leader to a regional banking franchise. In addition the several
innovations that the bank undertook under our stewardship, from agency
banking to launching of Equitel, were strategies developed between Helios,
the management team and the broader board and relevant sub-committees
of the company. Furthermore, Helios played a leading role in the
organizational development of the bank strengthening and deepening the
team supporting the senior leadership in order to support the business’s
aggressive growth trajectory.
Was this the exit you envisaged? Were their contingencies?
Given the strong performance of the bank and its successful growth over
our investment horizon, there were several interested parties in our stake.
These parties ranged from global banks to international insurance
companies to sovereign wealth funds and institutional investors. Our
eventual exit was driven by a goal to marry two objectives: to ensure a valuemaximizing exit for our investors, but also, importantly, to select an
appropriate steward of Equity Bank for its next stage of growth whose own
vision and approach was consistent with that of the company’s growth
aspirations going forward.

as companies seek a private equity
partner, they will be much more discerning
in the qualities of the partner that they will
ultimately choose; ability to provide
connectivity – especially across borders;
does the private equity firm have a good
reputation; do they have a team that
understands the nature of the operating
environment, and are they fundamentally
good partners to work with, in good times
and in bad”.
Will there be increasing Private Equity capital into the East
African region in the medium term?
Yes I believe as the market continues to become more
educated to the benefits of private equity capital and
especially its value-add as an alternative to both public
equity and the constraints of debt financing, there will be
increased demand for this type of growth financing. I
also believe that successful case studies such as Equity
Bank, where all the stakeholders have seen significant
benefits from the private equity partnership - the preexisting investors, the new private equity investor, the
management team, and importantly, employees and
customers - showcase the wide ranging benefits of a
successful private equity partnership. However, I do
believe that as companies seek a private equity partner,
they will be much more discerning in the qualities of the
partner that they will ultimately choose. The ability to
add value to the company strategically, the ability to help
build the organization and the ability to provide
connectivity – especially across borders – to help the
company grow, will be absolutely key. Also key will be
the “soft” factors. Does the private equity firm have a
good reputation, have they invested in the market
before, do they have a team that understands the nature
of the operating environment, and are they
fundamentally good partners to work with, in good times
and in bad.

Mr. Nathoo, born in Kenya, has more than 15 years of
private equity experience. He is currently a Partner at
Helios, based in London. Prior to joining Helios he was at
Bain Capital, one of the world’s largest private equity
firms where he spent nine years in Boston and London.
Subsequent to that he headed up the emerging markets
private equity investing business at Dubai International
Capital. He has experience across multiple industry
sectors including financial services, fintech, media and
telecommunications, industrials, healthcare and mining
services. Mr. Nathoo currently serves on the Board of
Directors of Fawry, Wananchi Group Holdings and Acorn
Group. He obtained a BA in Quantitative Economics with
Distinction from Stanford University and an MBA from
Harvard Business School.
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PART III: DEAL STATISTICS

Total number of deals in East Africa - 2016 YTD1
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PART IV: SELECTED DEALS
Dat e

Buyer

Seller

Invest ment

Sect or

Invest ment t ype

Count ry

Synopsis

23rd February
2016

Taaleri Plc

Cytonn Investments
Management Limited

KES 400 million
(USD 4 million)

Real Estate

PE

Kenya

Kenyan investment firm Cytonn has received KES 400 million
in additional funding for its real estate projects from its
Finland-based NASDAQ OMX listed partner Taaleri Plc.
Cytonn has now raised KES 2.5 billion from the Finnish PE
firm, the main partner for its real estate projects. The funds
came from Taaleri’s first fund and Cytonn expects additional
funding from Taaleri which is raising cash for its second fund.

23rd February
2016

Centum Foundation

Elimu TV

USD 100,000

Media

VC

Kenya

KenolKobil Limited

Petroleum

M&A

Tanzania, DRC

Centum Foundation, the venture capital arm of NSE-listed
investment firm Centum Investment, has invested USD
100,000 in Elimu TV, a television station that offers the
Kenyan secondary education curriculum. Elimu TV
broadcasts locally through a free to air channel and across
East Africa through the ESAT Satellite Link.
Kenyan oil marketer KenolKobil has sold its subsidiaries in
Tanzania and the Democratic Republic of Congo (DRC),
marking an exit from the two countries. The company said it
had disposed of all its interests in Kobil Tanzania, which had
17 fuel stations, and Congo SPRL whose only asset was a fuel
depot in Lubumbashi due to operational challenges it faced
in those markets. The company had invested KES129.5
million in Kobil Tanzania as of December 2014.

Construction

M&A

Kenya

Banking

M&A

Uganda

Atkins Plc, the london based engineering consulting firm
famous for designing the Burj Al Arab in Dubai, has acquired
Howard Humphreys East Africa Limited, a Kenyan
engineering firm. The acquisition sets Nairobi as the Africa
headquarters of Atkins Plc. Howard Humphreys East Africa
Limited has been operating in East Africa since 1931 and
some of its recent completed projects include the new
airport terminals at the international airports in Nairobi and
Dar es
Salaam.
Exim
Bank
Tanzania, the 5th largest bank in Tanzania, has

Tanzania

acquired a majority stake in Imperial Bank Uganda, formerly
owned by Kenya's ill-fated Imperial Bank Limited, for USD
6.788 million. This ends the statutory management of the
Ugandan bank by the Bank of Uganda. Exim Bank now holds
a 58.6% stake in the newly formed entity Exim Bank (Uganda)
Limited while Amazal Holdings (representing the Mukwano
Group) and Export Finance Limited hold 36.5% and 4.9 %
stakes respectively.
Pan-African
private equity firm AfricInvest has invested an

Manufacturing Share private
placement

Ethiopia

undisclosed amount in Tanzania-based plastics
manufacturer Silafrica Plastics and Packaging International
Limited. Silafrica, which has a presence in Tanzania, Kenya,
Ethiopia, Uganda and India, will use the new capital to
expand both its product range and its geographic presence
in Africa. Prior to the investment, it was wholly-owned by the
Sumaria Group, a conglomerate with interests in numerous
industries
across Africa.
LSE and NSE-listed
Atlas African Industries Limited ( formerly

Investments
PE
(infrastructure)

Kenya

Atlas Development & Support Services Ltd ) announced the
completion of its USD 5 million share placing at a price of
GBX 0.325 per share by issuing 1,064,307,692 new ordinary
shares. The proceeds of the placing will be used to finance
the development of its industrial division, in particular
advancing the Chancho Project in Ethiopia, a new state-ofthe-art bottling facility 45km North of the capital, Addis
Ababa.
New York based Africa focused alternative investment

Kenya

manager Kenya based investment company Kuramo Capital
Management LLC has entered into an agreement with
Kenyan NSE-listed infrastructure investment firm
Transcentury to invest USD 20 million in the company. The
investment will complement other funding options to settle
the outstanding convertible bond and fund infrastructure
projects.
Kenya's third-tier bank Fidelity Commercial Bank has agreed

25th February
2016

3rd March 2016

Atkins Plc

Howard Humphreys East
Africa Limited

8th March 2016

Exim Bank (Tanzania)
Limited,
Export Finance Limited

Imperial Bank Limited

AfricInvest

Silafrica Plastics and
Packaging International

11th March 2016

15th March 2016

15th March 2016

23rd March 2016

Kuramo Capital

Duet Group

USD 6.8 million

Manufacturing PE

Atlas African Industries
Limited

USD 5 million

Transcentury Limited

USD 20 million

Fidelity Commercial Bank

KES 1.9 billion
Banking
(USD 19 million)

PE

to sell a significant equity stake to UK-based alternative asset
management firm Duet Group for KES 1.9 billion. The capital
injection will be made through the Duet East African Financial
Holdings Fund. The the deal, which is subject to regulatory
and other approvals, will see the bank’s capital base grow to
over KES 3.8 billion.

PART V: OTHER NEWS (1/4)
Tullow discovers traces of oil in Kenya’s Kerio Valley
UK exploration firm Tullow Oil has discovered oil traces in Kerio Valley, raising hopes of boosting Kenya’s oil production potential. The
firm reported seeing oil traces within a depth of 700-metres while drilling at Cheptuket 1 Well. It said the strong oil shores showed the
presence of an active petroleum system with significant generation. The objective of the well was to establish a working petroleum
system and test a structural closure in the south-western part of the basin. The strong oil shows encountered in Cheptuket-1 indicate
the presence of an active petroleum system with significant oil generation. Post-well analysis is in progress ahead of defining the future
exploration programme in the basin. On the back of the encouraging Cheptuket-1 and successful Etom-2 results further exploration
activities are being evaluated. Tullow operates Block 12A with 40% equity and is partnered by Delonex Energy with 40% and Africa Oil
Corporation with 20%.
BC Analysis
This is not the first time that Tullow Oil is making a discovery on Kenyan soil, although this discovery boosts Kenya’s dream of being an
oil producing country - as this is the first successful discovery beyond the South Lokichar basin. The Kerio valley discovery has the
potential to increase Kenya’s oil reserves currently estimated to be about 600 million barrels. Since its entry into Kenya, Tullow has
made several oil discoveries such as Amosing 1 and Ewoi 1 on block 10BB and Etom 1 on block 13T in 2014, with the earliest being
the Ngamia-1 discovery in 2012. These discoveries were made in joint partnership that Tullow shared with Africa Oil Corp before its
recent farmout to Maersk earlier this year.

(Source: Company filing, BC Research)
Tanzania makes big onshore natural gas discovery
Tanzania discovered an additional 2.17 Trillion Cubic Feet (TCF) of possible natural gas deposits, raising the East African nation's total
estimated recoverable natural gas reserves to more than 57 TCF. The onshore reserves were found at a field licensed to the United Arab
Emirates' Dodsal Group located at Ruvu basin in Coast region, near the country's capital, Dar es Salaam. Most of the gas discoveries in
Tanzania have been made in deep-sea offshore blocks south of the country near the site of a planned liquefied natural gas (LNG) plant. BG
Group along with Statoil, Exxon Mobil and Ophir Energy plan to build the onshore LNG export terminal in the southern Tanzanian town of
Lindi in partnership with state-run Tanzania Petroleum Development Corporation (TPDC).
BC Analysis
The recent discovery by Dodsal Group means the total hydrocarbon surpasses the government’s earlier estimate of recoverable
natural resources by 3.8% over the 57 TCF estimate as of December 2015. The additional reserves are a boost for Tanzania’s fledgling
natural gas sector as the nation continues with its plan to build a gas export plant targeting the Asian markets. With more than 100 TCF
of natural gas already discovered in neighbouring Mozambique, the region is poised to become the next natural gas hub of the
continent with analysts speculating that it could also become the world’s third-largest exporter of natural gas. Tanzania has constructed
a 532 km pipeline that is expected to transport up to 130 million standard cubic feet per day. The pipeline, which was constructed with
a USD 1.2 billion loan from China, will advance Tanzania’s gas production and support its plan to increase its electricity generating
capacity to 10,000MW by 2025 with deliveries already underway.
(Source: Energy-pedia, BC Research)

Japan loans Kenya KES 40 billion for construction of 140MW plant
Kenya and Japan on Wednesday 9, March 2016 signed a 46 billion yen (USD 408 million) loan agreement to go towards building a 140
megawatt (MW) geothermal power plant that is expected to be operational within the next two years. The plant, known as Olkaria V, will be
built by Kenya Electricity Generating Company (KenGen), which has said it expects to begin construction in July. The plant is part of
KenGen's plans to add 720 MW of electricity - most of it from geothermal sources - to the grid between this year and 2020, at a cost of
over USD 2 billion. Kenya, which depends mostly on renewable energy such as geothermal and hydropower, plans to increase its power
generating capacity to about 6,700 MW by 2017, from about 2,500 MW currently. It also aims to cut electricity bills, tackling problems
regularly blamed for holding back Kenyan businessess. KenGen has a commitment to produce 844 MW for the grid under the plan, and
says it has already added 374 MW. The 300 MW Lake Turkana Wind Power - is expected to add 90 MW to the grid by the end of this year,
and another 200 MW by the end of next year.
BC Analysis
The agreement comes at an opportune time when KenGen is in the process of increasing its capacity with its intention to pump in
additional 720 MW into the national grid, of which 580 MW is expected to be from geothermal resource. KenGen is a market leader
controlling up to 74% of the sector with the remaining portion taken up by independent power producers. The state-owned
corporation seeks to tap further into geothermal energy and reduce the country’s over-reliance on “weather dependent” electricity
generation sources. Currently, KenGen’s installed capacity is about 1607.84 MW of which 51% (820 MW) is from hydroelectric while
geothermal accounts for 32% (509 MW). Geothermal energy is considered a cheap source of energy in the long-term despite its initial
heavy capital expenditure. This together with hydro-electric energy and wind generated energy categorizes Kenya among countries
with the highest utility of renewable sources of energy. The continued up-scaling of KenGen’s capacity has seen household electricity
bills fall significantly.
(Source: Standard Media, BC Research)
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PART V: OTHER NEWS (2/4)
Centum's Rea Vipingo coastal city deepens foray into real estate
NSE-listed investment company Centum has started preparations for the construction of an exclusive 9,500-acre coastal city in Kilifi County,
deepening its foray into high-end real estate development. Centum, which is also behind the Two Rivers Mall, tipped to be Kenya’s biggest
on completion, is building the city on land that it purchased last year from Rea Vipingo Holdings - a plantations firm that sold part of its land
as it de-listed from the Nairobi Securities Exchange (NSE). Regulatory filings show that the project will be developed in phases. The first
phase of the project will see Centum put up infrastructure on 900 acres of land at a cost of KES 794.3 million. Centum has divided the 900
acres-dubbed the economic hub- to include residential, commercial, industrial, institutional, recreational, and public zones. The
infrastructure development points to a likelihood that Centum will be inviting investors to set up or settle in the area under lease in the
same way as similar developments like the planned Northland City by the Kenyatta family and Tatu City. This is the latest in a string of
recent high profile investments that have accelerated the NSE-traded firm’s diversification away from just having a portfolio of listed and
non-listed equities.
BC Analysis
Centum Investments has in the recent past been diversifying its portfolio of assets from the traditional equity investments into other
investments. This is in furtherance of their Strategic plan dubbed Centum 3.0 where the largest investment firm in Kenya seeks to shift
from being a passive investor into being an active developer of investment grade opportunities. This saw the company rebalance its
portfolio which are now concentrated in four main sectors; Financial Services, Consumer Goods (FMCG), Energy and Real Estate. The
company has been involved in high ticketed investments, with the most auspicious being: Investments in multibillion Two Rivers project
and Pearl Marina project, securing a contract to develop a 960 MW power plant in Lamu, acquiring majority stake in K-Rep bank and
Almasi Beverages. Of note is that the investment firm is betting big on Real Estate and Consumer goods that now constitutes the
largest proportion of its investments.

(Source: Business Daily, BC Research)

Private funds inject KES4.3tr in African firms
Private Equity firms spent KES 4.3 trillion (USD 4.3 billion) in African companies last year even as the region weathered strong headwinds
from currency shocks and falling commodity prices that slowed down overall growth. The amount released by London-based African
Private Equity and Venture Capital Association (AVCA), indicate that last year’s investment flow to Africa was a five-year high for companies
operating in the continent. The East African region is reported to have accounted for 17 per cent of the share of the regions PE deals over
the last five years and a seven per cent share of the deal value in the same period. Kenya leads the region, taking up 55 per cent of the
transactions in East Africa and 76 per cent of the transaction value of deals made between 2007 and 2014. Last year, consulting firm
Burbidge Capital reported that PE firms have bought into local companies in 18 deals valued at about USD 953 million (KES100 billion) in
the 2015 calendar year.
BC Analysis
Despite 2015 being slow year with the most African countries being hit by currency depreciation and largely bearish stock markets, the
continent continued to experience influx in funds that saw the total value of deals in East Africa increase. This was so despite the slight
fall in total number of deals. Kenya is ranked third best investment destination in Africa behind South Africa and Nigeria. The total value
of deals in East Africa has been rising over the years with 2015 recording a total value of USD 3,811.17 million an increase of 12.4%
compared to USD 3,391.12 million in 2014. Financial services sector continues to dominate with 2015 having a total of up to 36 deals.
Some of the biggest deals in the region included Helios selling its 12.22 per cent stake in Equity Bank to Norwegian funds Norfund and
NorFinance for USD230 million and UK firm Old Mutual USD 156 million acquisition of a 37.7 per cent stake in Kenyan financial services
company UAP Holdings being one of the biggest.
(Source: Standard Media, BC Research)

Black Mountain inks HoA to acquire Namakera Mining
ASX-listed Black Mountain Resources announced that it has entered into a Binding Heads of Agreement with African Phosphate Pty Limited
to acquire Namakera Mining Company which operates a high quality producing vermiculite mine and a high grade phosphate project with
historical production located in Uganda. The Company will further commit to investing up to USD 2.5m in new capital investment into the
operation over the next two years and will also assume vendor finance obligations of USD 3.0m that is to be repaid from a percentage of
net profits over the first 5 years of operations.
BC Analysis
The Namakera acquisition will be a boon to Black Mountain with the African Development Bank forecasting that the African fertiliser
sector is set to increase to USD 500 billion in value over the next five years. The acquisition would include the existing mining and
exploration licenses which include the Busumbu phosphate project. It is located on the Busumbu ridge 3km east of the Namakera
vermiculite mine and is considered highly prospective for vermiculite, phosphate, copper, iron, zircon and rare earth mineralisation.
The mine is located in Eastern Uganda and close to the border with Kenya where there is favourable transport logistics.
(Source: Miningweekly, BC Research)
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PART V: OTHER NEWS (3/4)
Centum gets Kenya dealership for the high-end Courvoisier cognac
Centum has signed a distributorship contract with one of the world’s premium alcoholic spirits makers in a deal that will see one of the
NSE-listed firm’s subsidiaries exclusively market brands like Courvoisier and Jim Beam locally. King Beverage, a subsidiary of the Nairobi
Securities Exchange (NSE) traded Centum, will solely distribute the portfolio of Beam Suntory, a USD4 billion (KES408 billion) spirits maker
based in Illinois. Centum is already the exclusive local distributor for Danish brewer Carlsberg. The latest partnership was signed through
Edrington Fix Middle East (EFME), a joint venture spirits distribution business operating in the Middle East, the Gulf and North Africa.
BC Analysis
This deal comes at a time when consumption of spirits in Kenya is on the rise. The Scotch Whisky Association, which monitors the
industry, revealed that Kenyans drank KES 568 million (USD 5m) worth of whisky in the year 2015. This was attributed to a growing
middle class who indulged on middle to high end alcoholic spirits. This data however only includes Scotch whisky thus indicating that
Kenyans drank much more than the value reported when spirits from American, Irish and other distillers are included. Centum,
through its subsidiary King Beverage, is set to tap into this lucrative market which is currently dominated by East African Breweries.
EABL, which sells premium spirits, continues to post sustainable double digit growth proving that the industry has great profit
potential. It is for this reason that Beam Suntory is keen to enter the local market, partnering with a well-established firm that has
financial, distribution and marketing strength.
(Source: Business Daily, BC Research)

Pension funds urged to keep NSE equities despite poor 2015 returns
Pension funds should not rush to ditch equities on the back of poor 2015 returns but instead, stick to long-term investment plans. The
chief executive of financial services firm Alexander Forbes, Sundeep Raichura, said that pension fund investors ought to take a long-term
view of investments, noting that previous trends from 2008 and 2011 have shown that stock market dips tend to be followed by
extended periods of growth. Pension schemes had a rough 2015, recording returns far below the rate of inflation mainly on the back of
an under-performing equities market.
BC Analysis
2015 proved to be a tough year for pension funds with the schemes growing by a mere 0.5 per cent against an inflation level of eight
per cent. These poor results were largely attributed to a slump in the performance of the stock market as a result of the falling value of
the shilling, a spike in interest rates and a decline in profitability of listed companies. Last year alone, 17 publicly traded companies
issued profit warnings. Despite this, pension funds are urged by market analysts to avoid changing their investment strategies and
policies by selling off equities and instead monitor the situation over a longer term. For the past three years, returns have averaged 16
per cent showing that a long-term view of investments will pay off once the stock market bounces back. Analysts have already
predicted a favorable year at the NSE due to economic recovery because of infrastructural investment and recovery of sectors such as
tourism.
(Source: Business Daily, BC Research)

Higher lending boosts Kenya's HF Group's 2015 profit by a quarter
Kenya’s mortgage lender Housing Finance Group announced a 23 per cent rise in profit after tax to KES1.2 billion for the year ended
December 31, 2015, compared to KES 975 million in 2014. Group Managing Director Frank Ireri attributed the leap in earnings to a rise in
interest income from its banking and mortgage lending subsidiary HFC and profits from the sale of properties by HF Development and
Investment (HFDI) during the year. The company’s net interest income grew by 19 per cent to KES3.6 billion from KES3 billion. Its total
non-interest income increased to KES1.17 billion from KES843 million registering a 39 per cent increase.
BC Analysis
Diversity in the group’s investment focus - banking, property development and insurance - enabled the bank to book higher profits in
2015. The increase in noninterest income was driven by the sale of 500 residential units and a retail commercial development by HF
Development and Investment (HFDI) while net interest income growth was a result of 17.2% growth in the loan book. 2015 marked
the lender’s 50th anniversary during which it unveiled an ambitious growth strategy dubbed “Vision 2020” through which the Group is
looking at growing its mortgage lender and banking subsidiary HFC to be a top 10 commercial bank by 2020 through tapping into
retail and corporate banking as well as property finance.
(Source: Nation, BC Research)
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PART V: OTHER NEWS (4/4)
15 IPOs expected across Africa in 2016
Africa will need to fast-track market integration in order to enhance the potential for initial public offerings, even as the value of flotation
on the continent is projected to exceed last year’s. Some 15 IPOs are expected across the continent in 2016. Chicago-based legal
advisory services provider Baker & McKenzie said integration would increase liquidity, adding that Rwanda is expected to float three IPOs
this year and London should remain the key global financial centre for Africa. Egypt, Nigeria and South Africa are seen likely to be the
most active stock markets, with technology, consumer essentials and industrials set to be the busiest sectors due to the expected surge
in private placements and rights issues.
Nigeria’s Interswitch, which processes payments for banks and operates in five countries on the continent, could be Africa’s first billiondollar IPO, if it proceeds with plans to dual-list in London and Lagos. Africa’s equity capital markets are set for a strong 2016 following a
reasonable 2015, despite commodity price falls and capital flight from emerging markets hitting the continent’s major economies. Baker
& McKenzie said these are challenging times for African economies dependent on commodities for much of their income, while “hot
money” flows out of emerging market funds investing in Africa.
BC Analysis
BC Analysis
As history shows, the most active stock markets in Africa are of South Africa, Egypt and Nigeria, with East Africa’s markets trailing close
behind. Therefore, it is no wonder that the predictions that activity within these markets will continue to go onto 2016. However,
given the recent news: what with the decreasing investor confidence within South Africa given the political crisis currently facing the
country, a crisis that has caused a sharp depreciation of the rand over the last six months and called for an upward rise in interest
rates by the South African central bank twice alone this year just to curb inflation; and a similar fate facing the depreciating naira due
to a fall in the country’s most prized revenue contributor, all call for a different outlook. However, the shift in activity might gradually
move to the other promising African markets such as Kenya’s and Ghana’s should the situations in either of the countries not change
for the better.
(Source: The East African, BC Research)

Kenya's Stock Index Posts Best Week in Three Years on Inflows
Kenya’s benchmark stock index posted its best weekly gain in three years as an improving growth outlook, slowing inflation and a stable
currency lured foreign investors back to East Africa’s biggest economy. The Nairobi Securities Exchange All Share Index climbed 1.2
percent to bring its advance this week to 4.1 percent by the close in Nairobi, the most since the five days ending March 8, 2013,
according to data compiled by Bloomberg. Kenya Electricity Generating Co. and Limuru Tea Co. led gains as 40 of the index’s 62
members rose last week.
BC Analysis
With the KES currently stable exchanging at about KES 100 mark and the interest rates declining to levels seen mid 2015 we believe
both local and foreign investors are gradually shifting focus back to the equities market. While foreign investors remain sceptical over
other markets in the continent such as that of the JSE and Nigeria’s NSE we find this may place some added advantage to Kenya’s
securities market supporting its recovery in the year.
(Source: Bloomberg, BC Research)
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PART VI: UPCOMING EVENTS/CONFERENCES
Events
The East Africa Property
Investment Summit

Date
06 - 07 April
2016

Venue
Radisson Blu Hotel,
Nairobi, Kenya

The SME Fest 2016

07 - 09 April
2016

KICC,
Nairobi, Kenya

13th Annual AVCA
Conference

25 - 27 April
2016

Sheraton,
Addis Ababa, Ethiopia

Africa Hotel Investment
Forum

06 - 07 May
2016

Radisson Blu Hotel,
Lome, Togo

4th Africa Financial Services 05 - 06 May
Investment Conference
2016

Park Plaza Riverbank Hotel,
London, UK

The 14th Africa
24 - 26 May
Independents Forum 2016 2016

London, UK

The East Africa GRI 2016

30 - 31 May
2016

Nairobi, Kenya

Africa Energy Forum 2016

21 - 24 June
2016

The O2 Continental hotel,
London, UK

The 14th session of the
17 - 22 July
United Nations Conference 2016
on Trade and Development
(UNCTAD 14)
Super Return Africa 2016
29 Nov - 01
Dec 2016

Nairobi, Kenya

The Westin Cape Town, South
Africa

Theme
The East Africa Property Investment Summit will focus on opportunities created by the
overwhelming and sustainable real estate growth and structural changes witnessed in the
East African region over the past decade.
The event provides SMEs with a unique opportunity to learn global best practices for business
network and develop relationships with prospective partners further enhancing their growth
potential. It will bring together various experts entrepreneurs, government representatives
and regulators providing an annual platform for thought leaders to meet, network for the
growth of the sector.
The AVCA Annual Conference is the association’s flagship event, which provides the private
equity and venture capital industry in Africa with an important platform to discuss the most
pertinent opportunities and issues of the year.
The event will tackle the challenges particular to financing and developing hotels as
determined by their respective markets. In addition wider topics such as connectivity,
infrastructure and economic trends will also be explored.
Many of Africa’s most significant investors attend AFSIC with the objective of meeting banks,
insurance companies, microfinance, leasing and other regulated financial services companies
from across Africa. This high level event offers African Dealmakers significant business
development opportunities on the African continent.
The event gathers together leading independents and corporate players worldwide and from
across Africa, both listed and unlisted, large and small, established and new entrants, and
provides enhanced exposure to the wider Africa-wide upstream industry in oil, and gas,
exploration and development, including in E&P technologies and financial markets, engaging
equity financiers, banks, private equity and investors found on the AIM and LSE, in London,
Paris and Frankfurt.
A senior real estate meeting focusing on the East African region stretching from Ethiopia to
Zimbabwe 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.
AEF has established itself as the international marketplace where governments and power
utilities of Africa unite with the energy industry to focus on delivering power infrastructure
projects across Africa. Over 1800 industry stakeholders are expected to attend in June 2016
including; government representatives, utilities, financial investors, power technology
providers, power developers, EPC contractors and more.
The 14th Session of the United Nations Conference on Trade and Development (UNCTAD
14) will bring together Heads of State and Government, ministers and other prominent
players from the business world, civil society and academia to tackle global trade and
economic development issues.
Africa’s Largest Conference For The Global Private Equity LP & GP Communities. A forum to
connect LPs and GPs while getting a pulse of where opportunities in the continent are and
the direction of the PE industry.
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