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QEub-QBaharan A fica

The slowdown in the largest economies in Africa brings us to the sub-Saharan Africa region. The region is
expected to grow at an average of 3.4% ’oy 2020. This growth would however be limited in many countries
due to poticy mismanagement as governments strive to balance Veforms so as to improve citizen’s tiving
standards. External factors such as protectionist measures by the US with China would also hinder growth.
Nigeria and South Aﬁrica will account for some of this growth and other countries such as Cote d'voire,
Ethiopia, Ghana and Senegal will experience steady and firm growth. South Africa and Nigeria’s share of
SSA’s GDP is however projected to drop to 351% in 2020 from 37.1% according to EIU as a result of
insecurity, power shortages, double digit 'mﬂation rate and ttght credit conditions in Nigeria. On the other
hand, the power cuts South Aﬁfica expevienceot in Qstttt serves as a risk factor as power cuts occurring in the
winter period (June to August) when demand is high will damper growth. Along with this is a 13.8% rise in
tariffs, heavy rainfall which could disrupt agriculture sector output and reoccurring strikes especially in the
mining sector.

Ethiopia’s real GDP growth rate will average 7.1% between 2019-2020 as business conﬁdence increases from
economic Veforms such as the establishment of industrial parks, sale of state-owned interest in
telecommunications and airlines. The government’s Growth and Transformation Plan 11 will help move the
economy from agriculture to manufacturing. The programme will run until 2020.

Uganda’s growth to move from a drop to 51% in 2019 to 5.7% in 2020 on the back of ongoing expansion in
services and an expansionary ﬁscat poticy while Cote d’voire growth will be spuwed on by inﬁ'astmctwat
otevetopments in transportation, electricity and water by private and pubtic sectors. This would improve

productivity in the agricultural and industrial sectors.

The African Continental Free Trade Agreement (AfCFTA) is an opportunity for integration in
the African continent. It will cover a market of 1.2 billion people with a combined GDP of $2.5

trillion. Nigeria, one of the largest economies has agreed to sign the AfCFTA. Along with this is
the upcoming ECO single currency that will be used for trade in Africa. These developments will

lower transaction costs and facilitate payments in the region as well as the creation of

employment and promotion of made-in Africa goods in the economy. However, major constraints

to the obvious benefits of the trade and agreement will be infrastructure, communication and
finance among member countries.



FCONOMIC & POLICY
QBouth Affica’s CGD'R falls 1o its lowest in & dovads at the ond of @ 2079

South Africa’s GDP contracted by 3.2% at the end of Q1 2019, with 7 out of 10 of its industries declining. This

is the biggest quarter[y fau in economic activity since the ﬁrst quarter of 2009, when the economy was

constrained by the g[o’oa[ ﬁnancia[ Crisis.

Kskom drags down manuficturing and mining industries performance

1 . . . . .
The manufacmrlng and Wunlng mdus’cnes were the How did South Africavnlindustries perform in (he first quarter of 20197

th the fourth quarter

bigges’c drags on the country’s growth in Q1'19, having 1.2 02
aggregate contraction 0f 19.6%. Both industries suffered % .
from weak demand for petroleum, iron-ore, coal, wood — :0:5

and diamond, causing them to record their worst ever

-1.1

fa“ since ﬁrst quarter of 2016. Trade and construction

ning 0,8

Agriculture 0.3

industries remained in recession. Weaker wholesale,
retail and motor sales dragged the trade industry down iSTATS,SA &) R R
by 3.6% while agriculture production slumped by 13.2% after registering a 7.9% rise in activity in the fourth
quarter of 2018. Construction entered its third consecutive quarter of negative growth, slipping by 2.2%. The
unemp[oyment rate also increased by 0.5%, and this worsened the economy’s situation. However, the
economy recorded margina[ growth ina few sectors that kept the economy marg'ma“y above recession. The
ﬁnancia[ services sector, government sector, and personal services sector edged up 11%, 1.2% and 11%
Vespecﬁve[y.

After careful analysis of the data, it's quite clear that the load-shedding, corrupt practices and
mismanagement of the giant South Aﬁrican Electrical Company, Eskom, aﬂ%cted the nation’s producﬂvity

thereby forcing the manufacturing industry to yield less revenue this quarter.

! stats SA, Quarterly Labour Force Survey, Quarter 1: 2019, http://www.statssa.gov.za/?p=12200
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Qbouth Afriox's embattled parastatals

South Africa’s economy s fiscally dominant with a more than proportionate role of government investment
and the pub[ic sector. This is part[y because of the existence of [arge state owned enterprises (SOEs) and
monopoﬁes. The country’s negative growtn and recession in recent years is partly attributable to the ﬁnancia[
and technical diﬂku[ﬂeg facing many SOEs. Underpevforming parastata[s impose numerous economic costs,
including the waste of scarce fiscal resources and poor service delivery to private sector firms and households.
Eskom, the state-run power firm, is the most obvious example of a struggling parastatal. n spite of heavy
investment and rising end-user tariﬁé, the company is unable to meet the country's power needs, [eading to
load-shedding and economic disruption. Other embattled parastatals facing a diverse range of challenges
include South Aﬁ'ican Airways, the Passenger Rail Authority of South Aﬁ'ica, the Sound Aﬁfican National
Roads Agency and the Post Office.

Moreover, the management and boards of pavastatal ﬁrms are oﬁen appointed more for poﬁtica[ than
business reasons. This is a particular issue in South Africa and one that has grown worse in recent years.
ln—ﬁghﬁng between boards and management, and direct government intewference in set‘ding these disputes,
is a related chal[enge. Credit Ratings agencies have stated that they are monitoring continuous bailouts and
government guarantees. This is because they pose a serious threat to the government’s pubﬁc ﬁnances and
policy priorities. Standard & Poor’s forecasts government guarantees to parastatals to increase by over R500
billion ($36bn) by 2020. This represents 10% of South Africa’s GDP.

Most advanced and developing economies have aggressively pursued privatisation of SOEs but South Africa
has been reluctant to because of opposition from trade unions. 1t is also reluctant to sanction the break—vqo of
SOEs into smaller units for similar reasons. This leaves the government with the sole option of trying to revive
ailing SOEs in their current form.

At best, impvoved management and less po[iﬁcal 'mtevference will place troubled SOEs on a more sustainable
footing. However, given the government's propensity to link appointments to politics, South Africa's SOEs will
remain ine]f%c[ent, and will continue to be a dvag on overall growtn and emp[oyment. The privatisation of

SOEs appears to be the most eﬁqcient solution to the coun‘cry’s ﬁsca[ pvo’o[ems.
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Outlook for R2

According to the Statistics South Aﬁrica’s economic data for Aprii,
there has been an increase in vehicle sales, a boost in the
manufac’cwing indus‘cry and a reduction in inﬂation. It is iikeiy

that the beginning of a new administration with an organized and

set miing cabinet, aiong with the absence of ioad—sheoiding and

industrial action in the economy, will heip the economy avoid a second consecutive contraction in GDP.

Cho largest coonomies in A ffiox

The largest economies in Africa, South Africa and Nigeria make up 33% of Africa’s GDP. Both countries have
faiien into a recession in recent years.

Nigeria experienced its first recession in 25years in Q2’2016 when annual GDP growth rate recorded a second
consecutive negative growth of 1.49%. Nigeria took ionger than South Afvica to overcome its recession with
five quarters of negative growth due to a sharp decline in global oil prices and domestic oil production. Oil
contributes 73.2% to Nigeria’s exports. The economy came out of the recession in Q2’2017 with a positive GDP
annual gvow’cia rate of 0.72% due to an increase in oil prociuction.

The second recession in South Africa since 1994 occurred in 2018 when its manufacturing and agricultural
industry lost 29.2% and 0.3% respectively. This led to a 0.7% contraction in Q22018. Agricultural
production was affected by decline in the production of field crops and horticultural products, continued
drought conditions in Western Cape and a harsh hailstorm in Mpumalanga which resulted in extensive crop
damage. South Africa was able to come out of its recession faster than Nigeria because the decline in GDP
growth rate was attributed to power outages and strikes which slowed down production in the mining and
manufacmring indvistry. The country rebounded on the back of positive growths in manufacmring (7.5%),
transport (5.7%) and finance & business services (2.3%). The manufacturing industry increased production
of basic iron and steel, metal pvoaiucts and machinery; wood and paper; petroieum products; and motor
vehicles. 1t recorded it largest bound since Q2'2016. The agricultural industry also rebounded by 6.5% due to
strong growth in the production of field crops, horticultural cultivation and animal products after two

quarters of decline.
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Afiican companies all set to conquer the Afican Gontinent

Over the years many African entrepreneurs have tried to expand beyond their home market and into the rest
of the continent, on[y to fai[ or su’ostanﬁa”y scale back their ambitions. Factors such as poor inﬁastmctwe,
customer acquisition, corruption, poliﬁca[ issues and uncertainty hinder expansion.

The [egacy of colonialism which linked imperia[ capita[s rather than countries together is much to blame for
this. Even to this day American and European multinational companies dominate sectors as diverse as
[ogisﬁcs and soﬁ drinks rather than Aﬁican companies. Cuwen’dy, investment p[edges to Aﬁ'ican countries is
estimated at $72 billion which is g times less than that of companies around the world.

All this has started to change with Vegiona[ banks and airlines stitch'mg the continent up. Recent surveys also
show that more Aﬁfican companies are more interested in expand'mg to new regions in the continent
compared to foreign multinational companies. We see evidence of this in the Vapid expansion of the 30
biggest African companies, now operating in an average of 16 countries. In some sectors like cement, this has
come full circle with regional giants like Dangote Cement overtaking foreign companies like Lafarge to
become the largest producer of cement in the sub-Saharan region with operations in 10 countries.

The increased Ppace of inter-continental expansion can be attributed to two factors. F'Lrsﬂy, a lot of companies
stmgg[e to ﬁnd customers fov their product These customers also tend to be concentrated in small pockets
across vast land masses, necess itating a pan—Aﬁ'ican expansion. Second[y, companies expand to hedge
against the challenges of uncertainty presented by weak supply chains, unstable currencies, capital controls

and fickle regulators. Having a pan-African presence in multiple industries helps firms’ better weather




sudden set-backs caused by one of these factors. Provision of credit facilities and safe keeping of funds are
done ’oy banks. United Bank for Aﬁica (UBA) has presence in over 15 countries in Aﬁrlca. Banks use this as
an advantage to draw investment capita[ into the region. Shoprite, a well known South Africa retail ﬁrm,
operates in ﬁﬂeen (15) countries is Africa’s [argest food retailer with over 500 outlets.

We have also noticed a selection of winners and losers by Aﬁ'ican companies with most companies choos'mg
to focus on on[y the biggest economies while divest'mg fvom smaller

countries. For instance, MTN is resilient with its coverage in

Nigeria, where it holds 38.4% of the market share in the telecoms

industry. In spite of regulatory actions and sanctions the company

proves it is there to stay for the [ong term. The Group reeenﬂy listed

its Nigerian subsidiary (MTN Nigeria) on the country’s stock

exchange mak'mg it the second [argest company on the bourse aﬁer

Dangote Cement Ple.
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Russia and (Rwands sign a nuclear onerqy deal

Russia’s state owned nuclear group
Rosatom has signed a deal with

Rwanda to deve[op a nuclear science

and techno[ogy centre in Rwanda. The
agreement allows for greater dia[ogue
and cooperation between Russia and

Rwanda in the ﬁe[d of atomic energy

as well as creating a ﬁfamework for

implementation of future projects. A

cornerstone of this agreement is the access Rwanda will gain to Russian reactor designs and nuclear
expertise. Increased expertise in this ﬁe[d is also expected to jumpstart techno[ogies as diverse as detection of
animal diseases to treatment of cancer. The nuclear centre is part of Rwanda’s ambitious goa( of
simu[taneous[y deve[oping a green economy and reach'mg 100% e(ectricity access ’oy 2024, & bigjump ﬁrom
the [ow[y 30% e[ec’criﬁcation rate present today. Rwanda’s cuwent[y has 26MW of installed power capacity
which it hopes to more than double to 512MW by 2023. The use of Nuclear power will complement Rwanda’s
commitment to cut emissions ’oy 64% by 2030 under the Paris Climate Agreement and achieving the
country’s own goal of attaining climate neutraﬁty ’oy 2025.

This will be Russia’s 9th nuclear agreement with an African country. The recent agreement with Rwanda

accord'mg to leaked documents constitutes a part of Russian strategy to drive out colonial powers like France

and the WK from Africa and match the influence of countries like China and  uick facts-Rwanda

Unemployment rate 15.10%
WS.A in Africa. It is part of a broader strategy to dominate Africa by helpin (2017)
ﬁ P f &Y ﬁ Y helpig GDP (2017) $9.14bn
Inflation rate 0.40%

countries economicaﬂy and aiding candidates favouvab[e to Russia and hostile

to the West win elections.
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KNever gonna let you go. Ghana hapes 1o put the SICMSF behind it

Culled from the Economist
“Debt is back under control, but an election is coming up”

Sirens wai[ing, a black government car pushes through the traﬁ'tc, past the beggars and street vendors, up a

potho[ed road. Vehicles like these, the perks of a growing number of po[iﬂca[ appointees, are a common sight

in Accra—and a source of popular-outrage: Since Nana Akufo-Addo became president in January 2017 the

number of government ministers has soared by 42% to 125, each with a car, guards and a taxpayer—ﬁmded

home .

Outside Ghana Mr Akufo-Addo has been hailed as a hero. When he was sworn in, it was as 90 he was a

passenger in a plummeting aeroplane who had just been handed the controls. His predecessor, John

Mahama, had taken a high-flying economy—growth was 17% in 20m thanks to the first production of oil

from its Jubilee Field—and promptly put it into a nose-dive. Under Mr Mahama inflation soared, the

economy slowed and pub[ic debt ballooned, with much of the borrowed money squandered on higher wages

or public emplovyees.
forp ploy

m—|
Waving or drowning?

Ghana, central government gross debt
As % of GDP

70

M Domestic M External 60

50
40
30
20
10

5 16 17 18 192

*Forecast

2014
Source: IMF

Many of the government’s ﬂagship investment
programmes have been sunk by mismanagement.
One especially embarrassing example is that of the
Komenda Sugar Factory, which was built three years
ago with a loan ﬁrom the ndian government, and
which was supposed to provide more than 7,000
jobs. Yet it is idle because it does not have any sugar
cane to process. In all about one-third of

infrastructure projects in Ghana are never finished.

Worse still, many were paid fov with borrowed money. A Ve’oasing of GDP last year has ﬂat’tered the country’s

balance-sheet. Ghana's debt-to-GDP ratio, which hit 73% in 2016, looks quite tame this year at 62% (it would

have been 76% under the old GDP measure).
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However, simply changing the estimated size of the economy does not magically bring in more tax. Interest
payments still consume one-third of government revenues, which is more than it spends on education or
health. Increasing the amount raised in taxes will be ’cough, because most of the economy is informal.
The IMF notes that taxes make up a smaller share of GDP (14% in Ghana) than in most other deve[oping
countries and classifies it as being at “high risk of debt distress”.

Investors are also wary and demand much higher interest rates to hold Ghana’s foveign-cuwency bonds
compared with Nigeria’s or Kenya’s. One reason is that they worry the government will start spending ﬁ'ee[y
ahead of elections in 2020, as governments oﬁen have in the past. Gregory Smith of Renaissance Capi’taL a
bank, points out that budget deficits were almost one percentage point of GDP higher in each of the seven
election years since 1990 than in non-election years. The trend has accelerated: in 2012 and 2016 deﬁci’cs
ballooned by almost three percentage points of GDP.

Mr Akufo-Addo won the election in 2016 with the preposterous promise of a factory in every district. This
time he might do better ’oy bveaking the old pattern of running up debts before an election, only to turn to
the IMF afterwards for another bail-out.

|||Fm% 12



Now CBanking Law proposed in Eqypt

The main aim of the new legis[ation is to protect the banking

sn1nns
T

7 : system during a crisis, modemising laws to keep pace with globa[

. u deve[opments, a[ong with upgrading the governance structures
of the central and commercial banks. The law also lifts a ban on

®) crypto currencies, instead out[ining a lega[ ﬁamework for its

regulation. More conventional services like tendering of payment

and financial technologies will also face greater scrutiny under

the proposed law.

The changes in the governance structure will reduce the murky nature of the ﬁnancia[ sector in Egypt. 1t will make
identifying conflicts of interest more easily; ensure the independence of these banks and ultimately reducing the
percentage of Non—PeUCorming Loans (NPLs) in the ’oanking sector. The new regulaﬂon on online payment sevvices will
make them more trustworthy which will in turn increase their attractiveness and speed up their adoption. In the long run
this will shrink the informa[ sector and increase tax revenues for the government. The forward thinking policy of
provid'mg a [ega[ framework for crypto currencies will serve to reduce the attractiveness of the medium for criminals and
can po’centia“y set up Egypt as an African hub for crypto currency ﬁrms

The new law has also called for higher capital requirements for domestic and foreign banks operating in Egypt. Domestic
banks will be required to raise their reserves to EGP5 billion from the earlier EGP500 million, while foreign banks will now
need to hold $150 million compared to the $50 million required earlier. Cuwen’dy on[y 6 banks meet this new capita[
requirement. The imp[ementaﬁon of higher capital requirements is expected to encourage mergers between the 33 banks
and thus increase the solvency of Egypt’s cash strapped banks. 1t will also leave Egyptian banks in better health to cope
with another ﬁnancial crisis.

The new law will also a[ign Egypt’s banking sector with best g[oba[ practices and laws, faciﬁtaﬁng greater ﬁnkages
between banking sector in Egypt and the rest of the world. The law in contrast to earlier legislation also places special
focus on financial inclusion and strengthens the protection of consumer rights. 1t also prevents the risks of monopolies
and anti- competitive behaviour emerging by ou’c[ining measures for monopo[y prevention. Thus bank mergers are

un[ike[y to dampen the dynamism of the banking sector and raise fees for consumers.

FINANCIAL
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Qbouth A fricax becomes the first African Gountry to have a carbon tax

On June 1 South Aﬁ'ica’s carbon tax came into eﬁrect, making the
country one of the 40 countries and the on[y Aﬁ'ican country in the
world to imp[emen’c one. The tax prices carbon at $8.34 per ton of

CO2 until December 2022 after which the policy will be reviewed for

eﬁrecﬁveness and rates recalibrated. The eﬁrective rate per ton is
su’ostantia[[y reduced with a 60-95% tax reﬁmd allowed in the ﬁrst
phase due to various loopholes. The current price on carbon is believed by many to be too low with studies
saying a price of $50-$100 is Vequired for any transformaﬁonal change in South Aﬁrica. The carbon tax alone
will be insu)fflcien’c to meet South Africa’s Paris agreement goa[s of level[ing greenhouse gas emissions ’oy 2025
and start reducing them by 2036. At present South Africa’s greenhouse gas emissions have been increasing at
a rate of 2.3% per year, far above the 1.8% average for the rest of the world and it seems that the country is

not on track to hit its goa[s.

However, Climate Change activists have celebrated the carbon tax c[aiming it will serve to raise awareness
about emissions and send a signal to polluters to decarbonise or face higher costs in the form of carbon tax
increases. The act will also increase reporting standards on emissions, a[[ow'mg for more targeted focus on
decarbonisation for various industries. 1t will also signa[ a move away ﬁfom coal for power generation in a
country heavily dependent on it for generating electricity. This is in line with South Africa’s plan to diversify

away from coal as the primary energy source and instead re[y on gas, nuclear, hydvopowev, solar and wind.

The carbon tax will therefore in practice serve less as a tax punishing firms and more as a boon for the South
African economy. Plans released by the treasury currently funnel tax revenue into energy efficiency projects
potentially reducing energy costs for firms. Other plans floated by activists use the tax revenue to subsidise at
least 100,000 rooftop solar systems per year for poor households, this will partially alleviate the blackouts
cwrrently faced in South Africa. The tax may also serve as a boon for fums in the long run by boosting the
competitiveness of South African furms and give them an edge in a world where consumers are increasingly

worried about the environmental impact of their consumption.
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CWorld's most neglectsd displacement crisis

The top ten (10) neglected countries in 2018 include
seven (7) African countries according to Norwegian
Refugee Council (NRC). Four (4) of them appeared in
2017.This list was compiled based on lack of media
attention, lack of ﬁmding and po[iﬁcal neglect.
Cameroon, DRC, Central Africa Repub[ic (CAR) and
Burundi were the top fowr (4) on the list while Mali,
Libya and Ethiopia were also on the list. Other
countries on the list include Ukraine, Venezuela and
Palestine. The affected countries are fleeing into
Rwanda, Tanzania, Uganda, Ethiopia and DRC.

This situation is critical as it inhibits not Just the
countries deve[opment but also the continent. 1t shows
how unbothered we are about one another and
consequences of political instability. Cameroon is
edging towards a full-scale war due to a violent conflict
between the miﬁtary and non-state armed groups.
Hundreds of villages have been scorched while
approximate[y 450,000 citizens have been forced out of
their homes and 780,000 children are no [onger in
school. The root of this crisis breeds from the country’s
colonial history which resulted into French and British

mandates. The English speaking part feel alienated.

|I|m '
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However, this isn’t the on[y dilemma the country is in,
there is still the Boko Haram violence which has created
a disp[acement issue in the north and Veﬁ,tgees crisis in
the east that has led to CAR citizens seeking protection.

DRC is not just facing a displacement issue from fights
between armed forces but the Ebola crisis in the nation
has compounded its predicament. Unable to raise the
needed aid, citizens are be'mg [gct in acute hunger. The
United Nation (UN) reported a 70% rise in acute
hunger between year 2017 and 2018. More than 60% of
Central African Republic populaﬁon of 4.6million
'mdigenes is in need of support. Citizens are ’oeing killed,
forced to ﬂee and aid workers are being victimized.
Buwrundi, Mali, L'Lbya and Ethiopia are not in a better
situation. Ethiopia also has the combined burden of
about 900,000 refugees which it is trying its best to
assist. A lot of humanitarian aid is needed and
international attention is paramount in order to restore
peace and order in these countries. All the affect African
countries were unable to raise half of the required
assistance in 2018. Cameroon raised 44% of the

$320million needed to respond to the crisis in 2018.

15



2017 Appcal Funded (%) 2018 APPcaI Funded (%)
DR Congo 57 (ameroon 44

South Sudan 54 DR Congo 43

(entral African Repub]ic 41 (entral African Kepublic 50
Burundi 27 Burundi 40

[ thiopia 46 (Ikraine 37
Palestine 47 Venezuela No APPca]
Myanmar 77 Mali 56

Yemen 76 Libya 26
Venezuela No Appeal [ thiopia 56

Nigeria 68 Falestine 46

Source: Norwegian Refugee Council

Kol case in Lgands

Ebola outbreak between 2014 and 2016 was a serious epidemic situation. The gvowth rate was exponential as the
cases were doubling every 20-30days. Unfortunately, there is still the fear of a looming Ebola outbreak especially in
Africa. The Democratic Republic of Congo still battles with the disease and with the ongoing situation, citizens
have been displaced. Some of these citizens have moved to Uganda. The epidemic has infected at least 2,062 people
and killed 1,390 of them in eastern Congo. 28,000 peop[e have so far been infected in West Africa and among them
11,300 peop le have died. Majority of those aﬁfected are ﬁfom Liberia, Guinea and Sierra Leone.

Uganda has recorded at least three (3) confirmed cases of Ebola. The first case recorded was a five (5) year old boy
who entered the Uganda borders from Congo. The other two cases were that of his brother and grandmother.
A[though, Uganda is seen to have the situation under control, the concerns are rising as regavds the spread of the
disease which could kill more people not only in Uganda but also in South Sudan as eastern Congo is at its border

and the nation ab’eady has an ongoing civil war that needs to abated.
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MARKETS ACROSS SUB-SAHARAN AFLRICA

(May till date)”
Nuirobi

The Nairobi Stock Exchange started out the month of May on
Nairobi Stock Exchange a positive streak. The ASI has however lost 6.76% to close at

150.11 on July 03 from 161 on May o2. The exchange recorded

18 positive and 24 negative days in anticipation of its

derivatives market launch.

The ﬁrst oil marketer to list on the exchange, Kenol-Kobil has

delisted making it the fourth company to delist ﬁ'om the NSE

I T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T 1
SO oIO35 S5 SSS5SS555555555S53 in three (3) years. Total Kenya is now the only oil marketer on
S35 3333 N il A A A Rt
NTONONTONONTOND SN N tl’l h
HEEEENNNANN®N € excnange.
NSE ASI

Sfore AMarker

The Kenyan shilling opened the month of May at KES100.86, depreciated by 1.49% against the US dollar and closed
at KES102.39 on July 03. This was as a result of rise in the demand for dollars especially among oil importers and
excess [iquidity in the local money market. Kenya Vecen’c[y issue new banknotes fov its currency in order to combat
corruption. In a bid to aid Kenya, Tanzania and Uganda no longev allow the exchange of Kenya’s old notes. This

would he[p curb counteyfeits and permit for an eﬁcient ﬂow of the new currency.

Croasury S8ills

24Jun(p.a) 01jul(pa) Variance The rate decreased by 0.076bps, 0.091bps and

91-day 6.814 6.738 -0.076
182-day 2578 7 487 20.091 0.291bps for the gi-day, 182-day and 364-day
364-day 9.050 8.759 -0.291 instrument vespectively from results on June 24

and July o1.

2 Nairobi Stock Exchange, Bloomberg, Bank of Tanzania, Central Bank of Kenya
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Canzania

Dar es Salaam Stock

Exchange
The ASI index lost 4.40% to close at 1,887.68 on July o3
from1,974.54 on May o2. Market capitalization declined by
4.40% to TZ$18,606.23bn on July 03 from TSZ19,451.52bn
on May o2. The decline can be attributed to the banks,
ﬁnance and investment index which declined by 3.26% to
§I§I§§I§I§I§I§I§§§§§§I§§§ééééééééééééééé 2,056.39 ﬁfom 2,125.58. The exchange recorded 21 positive
HYEPRNISRRRNRRR DSE AS| TR and 20 negative days. The ASI has lost 0.08% YTD.

CSforex CMarket

Tanzania shilling appreciated by 019% from TSh2,304.23 on May o1 to TSh2,299.88 on July 03. The nation’s effort towards
curbing money [aundering and shi”ing depveciaﬁon seems to be working out a[though at a slow pace. Its currency has
appveciated 0.41 % since April when some fovex shops shut down in order to aid its cwrrency. Tanzania is also help'mg Uganda

ﬁgh’c money [aundering by ’oanning exchange of its old bank notes.

Croasury S8ills

12 Jun (p.a) 26 Jun (p.a) Variance The rate increased on o.11bps, o.oGIops and

91-da 4.28 4.39 0.11
y 0.02bps for the oi-day, 182-day and 364-day

182-day 5.13 5.19 0.06
instrument Vespective[y ﬁrom results on june 12

364-day 9.03 9.05 0.02

and June 26.
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uPdate on /imbabwe

Zimbabwe issued a new local interim currency at the beginning of the year in order to manage the currency
crisis. The currency which is called RTGS dollar (Real-time Gross Settlement) is an electronic money transfer
system set up on the Interbank Foreign Currency Exchange Market. The president made known that Zimbabwe
will have its own currency before the end of year 2019 while the nation’s stock exchange plans to delve into the
use of block chain technology in mineral commodities, exchange real estate investment trust securities and
exchange traded funds. After this disclosure, its AS] performance improved and hit as high as 231.74 but the

disclosure of its [egal tender has reversed this trend to 194.20.

In order to support a new currency the President declared the use of RTGS as well as bond notes paper money
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POLITICAL UPDATE
Qbudan in a political predicament

It all began when the [ong—sewing President Bashir took severe measures to hinder an economic co[[apse. This
led to cuts in subsidies which sparked anger in the nation and spread to its capital, Khartoum. Along with this
anger came a protest to dethrone President Bashir who had served for thirty (30) years. On April 6 protestors
occupied the front of the military headquarters and demanded for an ousting of the president. They got their
wish ﬁve (5) days [ater as President Bahir was removed ﬁrom power on Apri[ 1.

Security fovces opened ﬁre on pro—democracy protesters in its capita[, Khartoum on June 03 which led to the
death of thirty (30) individuals. The protesters representatives had been in talks with the military on who
would take control fo”owing the ousting of [ong-ﬁme President Omar al-Bashir. However, negotiations between
the two sides are at a standstill as the militavy has scrapped all agreements with the opposition and declared
for elections to hold within nine (9) months. This has inﬁuiated the opposition side which insisted on the

nation having a transition phase for at least three (3) years to ensure the elections are free and fair.

Tl‘:c qucstion now is who is in c}‘;argc and who the oPPosition side?

A seven-member council of generals assumed power on April 1 to
maintain order and security. The Transitional Mi[itary Council (TMC)
which was led by Lt-Gen Abdel Fattah Abdelrahman Burhan has however
s‘tmggled with creating a form of norma[cy in the country. This is because

the army is not a cohesive fovce in Sudan as there are other paramiﬁtary

organizations and various Islamist militias that hold some inﬂuence.

The opposition side is the Sudan Professionals Association (SPA) which is made up of lawyers, health workers
and doctors. The resistance is made up of mostly young people and the protest was led by a woman named
Kandaka meaning Nubian queen. When the military took over 1 April, the protestors insisted on a transfer of

au’chovity to civilian administration.
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This led to the formation of Alliance for Freedom and Change which brought together ruling generals and
protest organizers who agreed that Bashir’s regime was deeply entrenched in the country’s culture and
therefore a transition period will be necessary for the nation. Also, a new government structure including a
sovereign council, a cabinet and a [egis[ative body was agreed on. The mi[ltary has however defau[ted on this

and created the current situation in the country.

\What does this mean?

Already, the international eye is on the country and they are not happy with the developments in
Sudan. Shutting the internet down is a major sign the country is in need of fast solutions. The

shutdown of The Aﬁfican Union has suspended the nation ﬁrom membership until a transitional

This deve[opment supports the fact that the former President culture is deep[y imbedded in Sudan.
Apart ﬁrom ﬁufther deterioraﬁng the nation’s economic growth and deve[opment, security becomes a

major issue a[ong with the possibiﬁty of mﬂaﬁon increasing fvom 44.60% as food nsecurity increases.

1 1
I |
1 1
I |
: authovity is established while the UN has begbm to remove all non-essential s’cegﬁf ﬁ'om Sudan. '
I |
1 1
I |
1 1
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‘Brotasts over cloction results rock Mowmi

=,

>

President Peter Mutharika was sworn in for a second term with

a narrow margin of 159,000 votes late last month amid
allegation of vote rigging. The opposition candidate Reverend
Lazarus Chakwera called the outcome “daylight robbery” and
submitted a court case for the annulment of the results on the
grounds of fraud. The opposition accused the Malawi Electoral
Commission (MEC) to be biased, a[[eg'mg it turned a blind eye
to the ruling party’s blatant ballot stuffing and use of Tipp-Ex
to invalidate votes. The MEC in twn has vebutted these
allegations saying that it has acted fairly and without bias,
respecting the concerns of both candidates during the election.
The dispute has now ﬁufther culminated into widespread
protests over the past two weeks across the country cal['mg for
Chakwera to be sworn in as President. In recent days, the
broadly peaceful protests have shown signs of becoming violent
with the police having to break up protesters with teargas.

President Mutharika in a nationwide televised address called
out Chakwera claiming the real objective of the opposition was

to topp[e the government through the use of violence and force.

FINANCIAL
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He asked all Malawians to remain calm and wait for the court’s
result. Meanwhile, even 'LfPVesident Mutharika is able to claim
victory in court he will have difficulty in claiming a real
mandate to govern with only 38.5% of the vote share. This is
fw’cher compounded by the fai[ure of the president’s party to
gain a majority in parﬁament having on[y 63 out of the 193
seats forcing it to lead a minority government with its ally DPP.
Political ana[ysts have also noted that Chakwera has missed a
real opportunity to pick up the mantle of leacler of opposition
and present an alternative agenda to the country with his sole

focus of victory meaning being President.

The ruckus created over the results has also put real challenges
Malawi faces on the backburner. The after effects of the
devastation wrought by the disastrous Cyclone Idai still needs
to be addressed, with ordinary Malawians still struggling to get
back on their feet in the aftermath. The agricultural output of
the country already strained due to the cyclone has come under
further duress due to a terrible drought in growing regions.
The culture of graft remains widespread as well and shows no

sign of disappearing under President Mutharika.

The most damaging effects however concern the impact of the
election on Malawi’s political culture, dampening hope and
dimming enthusiasm in citizens for democracy. No matter who
wins u[ﬁmate[y in court, it is the Malawian peop[e who have the

most to lose.
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CGabon in political turmoil

President Ali Bongo has sacked both his vice president and his
minister of forests along with 13 other officials, due to a scandal
caused by the illegal logging and sale of kevazingo (a type of
umber). A type of lumber that is illegal to log, but often logged
still due to the high prices it can fetch in Asia ($2000 per cubic

meter). Authorities came to_know about the i[[ega[ [ogging in

February and March when they uncovered and seized 5000
cubic meters of the banned wood, equiva[en’c to 150 [arge container loads and worth $8 million in monetary
terms. The contraband timber was held in the warehouse of a Chinese company bearing the stamp of the
forestry ministry. If that wasn’t enough the seized wood was later found lost and apparently stolen causing
concerns of corruption at the highest echelons of the government. The scandal got the name “Kevazingo
Gate”. These deve[opments gave rise to growing calls in recent days ’oy the press and civil society to sack Vice
President Mapangou and the head of the ministry of forests for their involvement in the trade. President Ali

Bongo eventuauy relented re[iev'mg them ﬁrom their duties.

The government has now appointed Lee white also known as Mr
Green, a British born green activist who later took Gabonese
citizenship. He was earlier head of the National Park Agency in
Gabon and has been given the mandate by the President to put an
end to the bad practices as well as the corruption prevalent in the
ministry of forests. He has a delicate task managing the
competing and conﬂicﬁng concerns  between [ogg'mg and

conservation especially in a country like Gabon which has an 80%

forest cover and a large population dependent on the forests for
their livelihoods.
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TRAVEL & AVIATION
RwandAir launches direat flights to Slsradl this SSune

On June 25th, 2019, Rwanda’s national carrier, RwandAir, will start ﬂy'mg to Tel Aviv — the main hub of Israel
— from Kigali. 1srael would become their second flight destination in the Middle East after UAE and their
29’(’/1 ﬂight destination in the world. RwandAir will ﬂy to Israel three times a week, Tuesday, Thwsday and
Friday by a Boeing 737-800NG aircvaﬂ with a total of 138 seats in economy class and 16 seats in business
class.

This expansion is to improve ties between the two countries and generate business for their people. Israel is
one of the [eading tech hubs in the world and direct ﬂigh‘cs there

would open up more business partnership between the two countries.

RwandAir

T R .

Moreover, Rwanda’s p[an to expand their economy to foveign
investors allows business travellers and pilgrims over the world to fly

to lIsrael and indirecﬂy, other Middle Eastern cities through their

network.

This is Rwanda’s second expansion this year and it hopes to keep on
reaching out to other cities outside their flight destinations in order to boost its hospitality sector
performance and improve their businesses. 1t's newly added flight destination was DR Congo’s capital,

Kinshasa in April 2019.

Bir Obeyohelles inoreases fraquency of flights to ~Sohamesbury

Seyche“es’ national carrier, Air Seyche[[es, launched new o{ai[y service to )ohannesburg on June 4th, 2019.
Flight HMo61 from Seychelles to Johannesburg operated by the airline’s Airbus Az20 aircraft featuring 16
business class and 120 economy class seats would now begin to
fly daily, departing from 1.45pm at O.R. Tambo International
Airport and arriving at 8.40pm from Johannesburg. Charles
Johnson, Chief Commercial Officer of Air Seychelles said the

airline was constant[y looking at ways to maximize

convenience and ﬂexibiﬁty fov our guests.
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Air Seychelles just added a sixth weekly frequency last year, and will be now offering daily service between the
two countries to stvengthen business, tourism and cultural ties between the Seyche[[es and South Africa. The
new dai[y service would not on[y cater to their leisure and business travellers but create a combined

experience to South Africa and beyond.

Qbouth African Ainvays partners with Radisson SBly

South African Airways (SAA), Africa’s most awarded airline

‘R aJ'b“!\ has partnered with Radisson Blu Anchorage Hotel, Lagos to
provide exceptional travel and hospitality experience for
corporate travelers in Nigeria and beyond. At a corporate
travel managers’ forum held at the Radisson BluAnchorage
\\ ———— —— Hotel, Lagos, both SAA and Radisson Blu management
offered better travel and hospitality deals and packages for the growing corporate travelers’ community in

Nigeria.

SAA corporate deals allow travelers to save.up to 15% discount on flight tickets. Their Voyager programme,
SAA’s awavd—winning [oya[ty reward program accrues fov travelers beneﬁts accoroﬁng to their spending

amongst other numerous gains.

During the fomm, We“ington Mpoﬁl, Radisson Blu Anchorage Hotel Lagos Director of Sales, said the
Radisson Blu brand with ﬁve properties in Nigeria is available to comp[ement SAA’s amazing ﬂight
experience ’oy offer'mg hospitab[e service to guests who can call any of the Radisson Blu hotels and book

easily.

Radisson Rewards Program, the Radisson Blu [oya[ty rewards initiative covers all the Radisson Blu brands all
over the world. The Radisson Blu Anchorage Lagos is currently giving 15% discount on room bookings with

10,000 bonus points which will end 14 June this year.

The ﬁve Radisson Blu brands cwrrenﬂy in Nigeria are, Radisson Blu Anchorage Victoria Island, Park Tnn

Hotel Victoria Island, Radisson Blu 1kej a, Park ITnn Weeja and Park Tnn Abeokuta.
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Konpa Aineays intends 1o double flect over the nesst § years
Kenya Airways is 48.9% owned by the government and 7.8% owned
by Air France-KLM. It restructured $abillion debt in 2017. In order to
curb loss making and compete with rivals like Ethiopian airways,
Kenya Airways plans to double the size of its fleet in five (5) years by

opening new routes in the hope of proﬁt retwrns. The airline had a

ﬂeet of 41 airp [anes at the end of 2018 while Ethiop ian airways have more than 100 planes.

Although plans to increase revenue through the takeover of Nairobi’s Kenyatta International Airport were
thwarted last month by a par[iamen’cary committee, the airline p[ans to reorganize its a'wcraﬁ [easing
agreement and other debts so as to allow for cash ﬂow for new p[anes investment. The par[iament’s transport
committee instead proposed that the government he[p in other ways such as by exempting it ﬁrom paying

taxes.
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it's not about falling
..it's about helping you fly.

In life, people are often limited by their fears; failing to soar
because they are afraid to fall. At Custodian, we've got your
back if the unexpected ever happens. So while others say

"what if you fall"; we say "...oh, but what if you fly." x

# CUSTODIAN AND ALLIED INSURANCE LIMITED  ~ CUSTODIAN TRUSTEES C u S tO d i a n

# CRUSADERSTERLING PENSIONS LIMITED ~ CUSTODIAN LIFE ASSURANCE LIMITED ...exceeding expectations
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SOCIAL K LIFESTYLE PRECINCGT
Cech development hub in A frica by AMisrosoff

- - : The rate of investment in Africa continues to rise and the Tech

sector has not been left behind. The Tech industry in Africa is
experiencing a Vapid growth which is evident in the number of
active tech hubs. In 2018, tech hubs in Aﬁrica increased by 4% to
442 tech hubs from 314 hubs. Tech giants such as Facebook and
Alphabet Inc are topping up their investments in the continent.
Microsoft Corp is planning to invest a sum of $100million over the
next five (5) years in Nigeria and Kenya. The investment will be used to set up an African technology
development centre which will employ more than 100 local engineers. The entity already has six (6) hubs
located in other parts of the world.

The engineers will customise appﬁcaﬁons with arﬁﬁcial inte“igence for the African market. This is an
opportunity to drive innovation in various sectors and foster collaboration between governments and its

citizens.

Ciwa Qdavage makes history by signing onte LMY
Renowned Nigerian artist Tiwa Savage has decided to leave Mavin Records, signing instead an exclusive
recording agreement with the world’s leading musical platform Universal Music Group (UMG). The
organization is home to top artists like Ariana Grande, Akon, Marshmello and many others.

This agreement will give Tiwa access to the vast infrastructure and
distribution tools possessed by UMG. Thereby allowing her to expose her
music to a glo’oal audience and thus be able to cultivate a g[oba[ foﬂowing

for her talent. At the same time increasing access and deve[oping an

international fo[[owing for Nigerian music, this growth promises to take the
African Music Industry to newer and greater heights, opening new doors

for artists from the entire continent.
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AdiAis Abiba to hast the nesst ~5FSSFA Gongress in 2020

Ethiopian Capita[, Addis Ababa has become the accommodation centre in

Aﬁfica as it hosts various organizations meetings. The nation hosts the Aﬁrican

®
Union (AU) conference and in addition to this, the capital hosted the World FI FA

Press Freedom Day activities-which lasted for over three (3) days. Earlier this

For the Game. For the Worlo.

year it was announced that it would host the World Economie Forum (WEF)

2020 edition. In [ight of this, it was announced ’oy at the 69th FIFA Congress in

Paris that the nation will host the 7oth FIFA Congress in May 2020.

(Rihanna becomes the world s richest femeds musician

Rihanna has faﬂen upon a winning formu[a in her work,
amassing a $600 million forhme to become the world’s richest
female musician. Becoming a prominent household name ever
since ’caking the music scene by storm with her 2005 debut

album “Music of the Sun” and with famous hits like What's My

Name, Run This Town and many others. n recent years she
has exempﬁﬁed what pop music at its best can be: a combination of rock, EDM, dancehall, trap and even dub
step transformed to become accessible to everyone. Each and every album shehas released has upended and
revolutionized the world of music with her distinctive take on music and her far Veach'mg artistic vision.
Rihanna amassed most of her fortune with the release of her cosmetics brand Fenty Beauty in collaboration
with Louis Vuitton in September 2017. She successfully delivered new value to the cosmetics industry by
tapping into the under-served market for women of colour, by releasing 40 shades targeting their specific
skin tones and an ad campaign novel for employing black and brown models.

Always a beacon for black power, she has come a long way from her home in Bridgetown, Barbados suffering

a childhood marred by her dad’s dmg abuse and later domestic violence at the hands of Chris Brown. An
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inspiration for immigrants everywhere wishing to achieve the American dream, we wish her the best in her

ﬁAture endeavours.

Afrioa Qﬁz‘a;w Guim with Paice of Affica meditation

Voice of Aftica is an initiative started by the Art of Living
foundation to unleash a tidal wave of peace and positivity in
Africa by bringing together large numbers of people to meditate
together for peace and security.on Africa day. The pan-African

initiative encompassed 22 countries in Africa.

Sri Sri Ravi Shankar, the head of the Foundation led the
meditation on May 25th and afterwards answered queries on how Africa can solve some.of its most pressing
issues in a Q&A session. The organisation is renowned for its famous breathing technique Sudarshan Kriya,
taught through its Happiness program with proven benefits such as reduced stress, depression, anxiety and

participants report an overall increase in their mental and phys ical weﬂ—being.

2079 @C@@ﬁA CWomen's W orld &yp Kicks off

The 8" edition of the Women’s Fifa World Cup kicked off on
in France on June 7", Nigeria, South Africa and Cameroon are
 the only 3 nations to qualify’ successfully from Afvica, with
South Africa qualifying for the first time in its history. The

towrnament consists of 6 groups of 4 teams each, with the top

two in each group p[us the four best 3Vd p[aced teams
progressing to the knockout stage.
The reigning champions USA are considered favourites to win the World Cup, with France coming a close
second. Underdogs for the towrnament include Norway and Brazil. Among the African countries Cameroon

is seen as the country with the best chance of staging an upset and winning the cup.
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FINANCIAL AND ECONOMIC INDICATORS

Current 2019f Current Trend Current Per $
Angola 220 Q4’18 0.40 17.14  May Downwards 15.50 34369 T
Botswana 430 Q1’19 3.90 2.60 May Upwards 5.00 1062 U
Cameroon 460 Q3’18 4.40 2.30 Dec Upwards 3.50 582.97 "‘
DRC 410 Q418 4.30 6.41  Apr Downwards 9.00 1,649.89 T
Ethiopia 770 Q417 7.70 1540  Jun Upwards 7.00 2012 T
Gabon 2.00 Q418 3.10 4.20 Mar Constant 3.50 58297 ¥
Ghana 6.70 Q1’19 8.80 940 May Downwards 16.00 544 §
Guinea 5.80 Q418 5.90 9.70  Mar Constant 12.50 9,24500 W
Ivory Coast 7.70 Q3’18 7.00 080 May Upwards 4.50 58205 T
Kenya 560 Q1’19 5.80 570 Jun Upwards 9.00 10239 T
Liberia 250 Q417 0.40 23.30  Apr Downwards 12.40 19729 ¥
Mozambique 250 Q1’19 4.00 242  May Downwards 13.25 6222 T
Nigeria 201 Q1’19 2.10 11.40 May Upwards 13.50 35067 B
Rwanda 840 QI’19 7.80 -040  May Downwards 5.00 89750 J
Senegal 570 Q1’19 6.90 1.50 May Upwards 4.50 58205 T
South Africa 0.00 QI’'19 1.20 450 May Upwards 6.75 1406 §
Tanzania 6.80 Q3°18 4.00 350 May Upwards 7.00 2,299.88
Uganda 6.60 Q4’18 6.30 340 Jun Upwards 10.00 3,702.25 #
Zambia 370 Q4’18 3.10 8.60 Jun Upwards 10.25 1284 B
Zimbabwe 400 Q418 -5.20 97.85 May Upwards 9.23 N/A

July 03 June 28 % Weekly Change YTD %
Dar es Salaam Stock Exchange 1,887.68 1,892.27 0.24 l 7.72 l
Ghana Stock Exchange CI 2,324.61 2,394.82 203 & 063 &
Johannesburg Stock Exchange 58,012.18 58,203.84 033 & 10.00'
Nairobi Stock Exchange 150.11 149.61 033 T 689 T
Nigerian Stock Exchange 29,375.25 29,966.87 197 & 654 4
Uganda Securities Exchange 1,627.15 1,614.82 076 T 135 B
Zimbabwe Stock Exchange 194.20 204.75 515 4 280 ¥
July 03 ($) June 28 ($) % Weekly Change YTD %

Cocoa 2,433.00 2,425.00 033U 070 ¥
Wheat 514.00 527.25 251 & 214 ¥
Corn 441.25 43150 226 T 1767 @
Sugar 12.54 12.62 063 § 420
Brent 63.82 66.55 410 § 18620
WTI 57.34 58.47 1.93 l- 26.27'
LNG 2.29 2.31 087 & 2114
Gold 1,420.90 1,413.70 051 W 1090
Copper 268.30 271.35 112 & 198 ¥
Silver 15.35 15.34 007 ¥ 12 8

3 . . .
Trading economics, IMF, Bloomberg, African markets
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IMPORTANT NOTICE: This commentary has been prepared by Financial Derivatives Company. Opinions and any other content including data and market
commentary in this document are provided by us for personal use and informational purposes only. Nothing contained in this document constitutes investment,
legal, tax or other advice and is not to be relied on in making an investment or other decision. Any pricing included in this communication is indicative and is not
intended as an offer or solicitation for the purchase or sale of any financial instrument. The information contained herein has been obtained from sources believed to
be reliable; however Financial Derivatives Company does not represent or warrant that it is accurate and complete. Neither Financial Derivatives Company, nor any
officer or employee thereof accepts any liability whatsoever for any direct or consequential loss arising from any use of this publication or its contents. Any securities
recommendations made herein may not be suitable for all investors. Past performance is no guarantee of future returns. Any modelling or back-testing data
contained in this document is not intended to be a statement as to future performance.

© 2019. “This publication is for private circulation only. Any other use or publication without the prior express consent of Financial Derivatives Company Limited is
prohibited.
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