MARCH MONTHLY
REPORT

Page 1

In our March Report, We look at how some developments within Kenya
and across the world will affect Kenya’s economy in the longrun.
Here are the topics analyzed in this report:
1
2
3
4
5

Locusts Invasion
CoronaVirus
Sugar Taskforce Report 2020
Knight Frank Wealth Report
PWC Global Economic Crimes 2020
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LOCUST INVASION IN KENYA
How the Government has downplayed its Effects
On 28 December, after an absence of more than 70 years, locust swarms
returned to Kenya. Residents of the arid counties of Mandera and Wajir
in the north-eastern part of the country saw the sky and land covered
with countless small yellow and brown locusts arriving from Ethiopia
and Somalia.
The locusts have since spread to 20 other counties and destroyed almost
all the crops on their way.
Pressure has been mounted on President Uhuru Kenyatta to announce
the invasion of locusts as a national disaster and one that would require
assistance from the international community.
Already Somalia and Pakistan have declared the invasion of locusts in
their countries as national disasters and emergencies, asking international communities to help.
The United Nations estimates that it might take at least 5 months of
intensive spraying to completely do away with the locusts though saying
that is unlikely to be achieved due to limited resources by the affected
countries.
It might take at least 5
months of intensive spraying
to completely do away with
the locusts

For maize farmers in Kenya, the
planting season starts in March and
now concerns are being raised of what
the farmers will do if the locusts will
continue spreading.
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The government of Kenya has not given the invasion the seriousness
it deserves.
The Ministry of Agriculture seems to be moving from the hands of one
comedian to another. From Mwangi Kiunjuri who told Kenyans to take
pictures of the vicious locusts and post them on social media to now
Peter Munya who said the locusts were too old and will soon die and
now says they are pregnant.
Why It Is Difficult To Eliminate The Locusts In Kenya
The government, through the Ministry of Agriculture, has been using
planes to spray the affected counties in an effort to get rid of the locusts. “But the more they spray, the more the locusts multiply.”
Experts say some of the locusts must have mutated and adapted to the
chemicals being used to spray given that the same is being used from
their countries of origin like Somalia and Ethiopia.
The fact that the locusts move in large numbers (millions) make it difficult to fight them. They are able to cover a large area within a short
time. They are also driven by wind and not easy to contain them in one
particular county.
Wetter and hotter weather than usual is forecast until May, providing
locust eggs with ideal conditions to hatch and grow. FAO says it is in a
“race against time”
And the rains complicate desert locust control as it is not suitable to
spray insecticides during rains.
Stephen Njoka, director of the Desert Locust Control Organisation for
Eastern Africa, said one female could lay eggs three times, with each
pond containing up to 100 eggs. “It is a big challenge as they are billion
mobile swarms, some already laying eggs.” Njoka said female desert
locusts can lay eggs at least three times in their lifetime, usually at intervals of about 6-11 days.
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Agriculture is a key sector in Kenya, accounting for 26 percent of
GDP in 2019.
As the world’s largest exporter of black tea and the second-largest exporter of fruit and vegetables, the country, which is highly dependent
on these exports, is now facing the threat of a depreciation of the Kenyan shilling, which could complicate the repayment of the government
debt — 62 percent of GDP in June 2019.
Kenya has experienced a major drought followed by several floods in the
last two years, which have weakened its resilience.
Economic growth has fallen from 6.4 percent in 2018 to 5.1 percent in
2019 and the Ministry of Finance states in its fiscal policy statement for
the year 2020 that the recent invasion is a further threat to agricultural
production.
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CORONAVIRUS
In this section we are looking at how Covid-19 has damaged the Global economy, the African economy and finally the Kenyan economy as a
whole.
The Global Economy
The novel Coronavirus rampaging across China could have a damaging
effect on the Global Economy and Businesses. Given the fact that China
is an indispensable part of global businesses, the ripple effect could be
rough and lasting.
China has grown into the world’s factory, churning out a variety of products for various industries. The country witnessed extraordinary economic growth in the last 40 years and has become the second-biggest
economy of the world. Therefore, with this Covid-19 having originated
from china is a big threat to the Global economic Growth according to
CNBC.
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1.Disturbing the supply and manufacturing chains
Reports on how the Covid-19 outbreak is affecting supply chains and
disrupting manufacturing operations around the world are increasing
daily. The most vulnerable companies are those which rely heavily or
solely on factories in China for parts and materials. The activity of
Chinese
manufacturing plants has fallen in the past month and is expected to
remain depressed for months.
Additionally, such cost-cutting measures mean that when there is a
supply-chain disruption, manufacturing will stop quickly because of a
lack of parts. After the outbreak of Covis-19, there has been temporary
closures of assembly and manufacturing facilities in china, forcing
Companies to look for alternative suppliers who turned out to be very
expensive. Thus disruptions in the supply chains.
For example, Apple announced it expected its quarterly earnings to be
lower than previously expected. The company refers to two challenges,
a constrained global supply of iPhones and significant drop in demand in
Chinese markets.
Companies are expected to lose billions of money especially after the
current shutdown of Chinese manufacturing facilities specializing in
these products will lead to a significant supply shortage resulting in to
literally no sales.
2.World Wide Accumulation of Debts.
Asian countries especially China and Italy have ordered all stores,
except for pharmacies and groceries which will automatically cease
commercial activities especially in the world’s eighth-largest economy,
China followed by Italy.
Business closure shall force Cash-strapped businesses and households to
stop repaying their bank loans. At the same time, the government bonds
that make up a big chunk of bank assets may lose value as Rome’s costly
anti-crisis spending spooks investors. That would erode banks’ capital
reserves and crimp their lending, further slowing the economy and
accumulating debts.
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China over the past year has witnessed a number of bank closures and
depositor runs. With the country’s economy slowing sharply, an
accumulation of nonperforming loans could become a bigger headache.
Therefore, having been directly hit by thisCovid-19 is another big blow
it its financial systems.
Covid-19 pushed has pushed Asian countries especially Italy and China
from slow growth to no growth. So think about the African 3rd world
countries, Covid-19 has not spared many of them, therefore, they are
to resort to borrowing so as to rebuild their crushed economies. Hence
DEBTS.
3.World Wide Company Closure.
Major Companies, shops, restaurants and tourist destinations are
shuttering their doors across as global businesses begin to feel the
effects of the deadly Wuhan virus outbreak.
The supply chains have been disrupted after China one of the leading
producer of raw materials closed almost all her factories. Additionally, manufacturing has been slowed down since many industries now are
facing shortage of supplies worldwide.
As a result of the supply disruption, many companies in China and several dozen more in countries such as the United States, Australia and Japan with over 57 million are on lockdown, the crisis is hitting the retail,
travel and tourism industries particularly hard.
Here are some companies that closed down.
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*Starbucks
*KFC and Pizza Hut restaurants
*Parent company Yum China (YUMC)
*McDonald’s (MCD
*Disney (DIS)
*Nike
*Apple
*Patagonia
4.Inevitability of Global Recession.
According to CNN, The coronavirus outbreak has triggered extreme fear
in financial markets as investors face up to an unsettling reality: The
pandemic, unprecedented in modern times, could tip the world into a
recession.
Since the coronavirus is encouraging people to stay at home and avoid
travel, slashing demand for flights, hotel rooms and restaurant
bookings. At the same time, factory shutdowns in China and elsewhere,
and fears of more disruption in other parts of the world, have snarled
supply chains. This dynamic is squeezing companies, which have issued
a steady stream of warnings about how the virus will hit their profits, a
recession is inevitable.
GDP growth, Morgan Stanley forecasts, will dip to an annualized rate
of 2.3 percent before recovering to 3.1 percent in the following six
months, boosted by stimulus from governments and central banks.
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5.Production and Manufacturing disruptions.
According to CNBC, the manufacturing sector in China has been hit hard
by the virus outbreak.

Such a slowdown in Chinese manufacturing has hurt countries with close
economic links to China, many of which are Asia Pacific economies such
as Vietnam, Singapore and South Korea. Not forgetting 3rd world
countries like Kenya, Uganda, and Nigeria etc.
Chinese factories temporarily closed down after the outbreak and are
apparently taking too long to resume operations. Several analysts said.
That, along with a rapid spread of COVID-19 outside China, means that
global manufacturing activity could remain subdued for longer,
economists said.
6.Crisis in the Tourism Sector.
Tourism is entering a great crisis due to the worldwide panic of the
Corona Virus, duration and scope still unknown, which is leading to the
stock market crash continued for a week to all the giants of the sector.
The impact of the Covid-19 Corona Virus on world tourism is
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unquestionable, and the authorities’ forecasts are based on previous
experiences with similar crises such as that of SARS or H1N1.
According to the World Tourism Organization (UNWTO), China’s tourism
industry will be most affected due to the virus since tourism represents
11 percent of their GDP in recent years, growing in a steady rate of 7
percent.
Hotels, airlines, and cruise operators are just a few of the hardest hit
travel industries that suffer the most immediate repercussions, mainly
when the outbreak occurs. This results from the cancellations of trips,
public events, temporary employment adjustments, and falls in income.
The International Air Transport Association (IATA) estimates that
global air transport revenues will be reduced by 5 percent this year,
which means 29.3 billion dollars less (about 27,000 million Euros), while
OPEC has lowered global demand of oil to 19 percent, 100.73 million
barrels per day.
The Corona Virus has convulsed the world tourism industry, with large
hotel chains and digital platforms such as Booking being forced to
cancel reservations not only in the Asian country but
Worldwide.
https://www.traveldailynews.com/post/corona-virus-affecting-thetourism-industry-worldwide
7.Disruptions in the Import and Export Markets.
Besides the Covid-19 worrying effects on human life, the novel strain of
coronavirus (COVID-19) has the potential to significantly slowdown not
only the Chinese economy but also the global
Economy. China has become the central manufacturing hub of many
global business
Operations. Any disruption of China’s output is expected to have
repercussions elsewhere
Through regional and global value chains.
China’s exports and imports both plunged over the first two months of
the year, as the coronavirus tore through the world’s second-largest
economy.
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China’s top imports are Integrated Circuits ($207B), Crude Petroleum
($144B), Iron Ore ($59B), Cars ($46.8B) and Gold ($40.3B). The top
export destinations of China are the United States ($476B), Hong Kong
($255B), Japan ($157B), Germany ($109B) and South Korea ($98.1B).

This index is highly correlated with exports and such a decline implies a
reduction in exports of about 2 percent on an annualized basis. In other
words, the drop observed in February spread over the year is equivalent
to -2 percent of the supply of intermediate goods.
China has also become the main supplier (exports) of intermediate inputs for manufacturing companies abroad. As of today, about 20 percent
of global trade in manufacturing intermediate products originates in
China (up from 4 percent in 2002).
However with the outbreak of Covid-19, the disruptions in China’s exports in these sectors is deemed to substantially affect producers and
companies around the world. The measures put in place to contain
COVID-19 (i.e. restrictions to economic activities and
Movement of people) could hinder the export rate of critical parts from
Chinese producers, therefore affecting the output of many companies
worldwide.
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8.Declining oil prices
A reduction in global economic activity has lowered the demand for oil,
taking oil prices to multi-year lows. That happened even before a
disagreement on production cuts between OPEC and its allies caused
the latest plunge in oil prices.
Analysts from Singaporean bank DBS said reduced oil demand from the
virus outbreak and an expected increase in supply are a “double
whammy” for oil markets.

China is the world’s largest crude oil importer, having been the origin of
Covid _19 was such a big blow being that all her ports are on lockdown
and hence decrease in importation.
“The spread of the virus in Italy and other parts of Europe is particularly
worrying and will likely dampen demand in OECD countries as well,” the
DBS analysts wrote in a report.
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9. Disrupting Sporting Activities.
According to New York Times, Canceled games and tournaments were a
major hit. Insurance policies and contracts can only help so much. No
games mean no ticket sales and reduced media payments.
For the first time in nearly two decades, the $160 billion sports world
has gone dark. Certain teams and leagues may have contractual provisions or insurance policies that can cover some of their lost revenues,
but the effects of any lengthy stop will have an impact that will last
long after play resumes.
Here is a look at how coronavirus will affect some of the major sports
organizations.

ORGANISATION

EFFECT Postponed date

Football
1.
Elite football
2.
UEFA
3.
Spanish domestic football
4.
FIFA
5.
Europa League’s last-16 first-leg
6.
French football - Ligue 1 and Ligue 2
7.
Champions League
8.
German Football League (DFL)
9.
Swiss league
10.
Romanian league matches
11.
Bulgarian league matches
12.
Chinese, Japanese professional
13.
Asian Champions League matches
14.
Africa Cup of Nations qualifiers

April 3.
March 13.
April 2
March and June.
Further notice
Further notice
Further notice
April 2.
March 23.
Further notice
March 26
Further notice
September
March 25-31

Marathons
1.
London Marathon
2.
Boston Marathon

October 4.
September 14.

Olympic Games
spectators will not attend

Athletics
World Athletics Indoor Championships
Formula One
1.
Formula 1
2.
Bahrain and Vietnam Grand Prix
3.
Chinese Grand Prix in Shanghai
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Next year.

Cancelled
March 20-22 and April 3-5
Called off.

Tennis
1.
Women’s Tennis Association (WTA)
2.
BNP Paribas (India)
3.
Xi’an Open (china)

May 2
Canceled
Canceled

Boxing
1.
Tokyo Olympic boxing qualifiers
Moved to Jordan from China.
2.
European, American and final world Further Notice
qualifying boxing tournaments for the Olympic Games
NBA

Further notice

Rugby

postponed

Cycling

Canceled

Baseball

Postponed

NCAA

Canceled

Cricket

Postponed

Judo

Canceled

Weightlifting

Canceled

MotoGP

Postponed

Table tennis

Postponed

Winter sports

Canceled

Australian Rules

Postponed

NHL

Suspended

Wrestling

Moved from Xi’an, China to Bishkek,
Kyrgyzstan.
Postponed
Canceled

Golf
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The African Economy

The outbreak of the coronavirus is likely to disproportionately affect
Africa given its relatively underdeveloped healthcare sector, insufficient
infrastructure and porous borders. Similarly, the economic fallout for
the continent is likely to be severe and long-lasting.
With widespread confusion and uncertainty around the economic, political and security aspects of the virus, policymakers, civil society and
business are scrambling to adequately prepare for its consequences.
1.Volatile currencies
With Chinese demand subsiding dramatically, sharply lower commodity
prices and the fleeing of foreign capital, African currencies have inevitably weakened while bond yields have soared. The rand shed 5 percent
against the greenback while South African 10-year bonds jumped 32.5
basis points. The Zambian kwacha lost more than 3 percent to the dollar
in the same period.
Violent sell-offs have ensued in the past fortnight and African currencies have been in the firing line. The South African rand, as a proxy for
emerging market risk sentiment, has been particularly hard hit, while
currencies like the Brazilian real and Mexican peso have also sold off
aggressively.
The operators of the currency exchange offices have suffered considerable losses in recent days as People are no longer coming to the exchange office to buy foreign currency because nobody wants to travel to
China. They are all afraid to come into contact with the virus, so many
avoid touching bank notes at all.”
2.Disruptions in the tourism sector.
African conference venues are already feeling the impact of travel restrictions which have forced the cancellation of events. Countries like
South Africa, Mauritius, Madagascar, Kenya, Tanzania and the
Seychelles, all heavily dependent on tourist income, will be hardest hit.
Since the outbreak of Covid_19, many African borders have been closed
and this has led to dramatic falls in revenue that the countries would
have collected from all tourists and leading to curtail African economies.
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3.Disruptions in Trade and commerce.
While trade under the African Continental Free Trade Area agreement
has yet to commence, any border closures or dramatic falls in trade
volumes could push out free trade ambitions and curtail acceleration in
African growth over the medium term.
Most African countries have narrow tax bases, weak tax collection
mechanisms, and a heavy reliance on commodity revenues. All these
sources are likely to come under significant pressure, placing further
strain on already constrained resources.
Businesses have closed, exports and imports disrupted and worse of all
production, manufacturing and supply chains have also been disrupted.
These have disorganized the trading sectors as commerce comes to a
standstill with nothing to sale and still no one to purchase as people are
in self quarantine.
4.Disruptions in the Production, Manufacturing and Supply chains.
Most Chinese factories are on lockdown as African countries scrambles
to contain the outbreak, disrupting supply chains inevitably.
East African Countries import a wide range of goods from China including consumables, electronics, construction materials, vehicle spare
parts, clothing, furniture, kitchenware, raw materials and machinery.
A standstill in the importation sector directly affects the production
sector as companies lack raw materials to facilitate the production process. This does not spare the supply chains as less or no production proportionally escalates rate of limited supply.
Others
If companies in the Far East remain closed or restrictions are imposed
on Africans travelling to China, customers in Africa will be left out in
the cold. Sales are falling dramatically. African exporters also fear the
consequences of the COVID-19 outbreak: China is Africa’s largest market
for crude oil and other raw materials.
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Nigeria is depressed as no country imports more goods from China than
it does. According to sources, Chinese products are usually found in all
ports of Nigeria than any other country in Africa. Therefore, with the
lock down of Chinese production factories puts Nigeria’s economy in
shambles as imports come to a standstill.
Uganda is in no different situation as about fourth of Ugandan imports
come from China. Supply chains have been interrupted for weeks
because many Chinese factories shut down production. Small traders
selling textiles, electronics or household goods are in trouble.
Kenya its self needs divine prayers as this Covid_19 is not sparing its
economy either. According to a report by South Africa’s Rand Merchant
Bank, Kenya’s economy has the highest overall Covid-19 risk score of 27
points, followed by Ghana on 24 and Egypt at 23. African countries with
the least risk are Nigeria with a score of 11, Botswana on 13 and Mozambique on 17.
According to Kenyan Wall Street, available figures indicate that China is
Kenya’s largest source market accounting for about 20 per cent of Kenya’s import requirements.
The economy and finances of Angola depend almost entirely on oil. The
slowdown in trade with China due to the epidemic is affecting oil exports and jeopardizing the recovery of the country’s struggling economy.
The Kenyan Economy
Kenya’s economy started derailing even before any cases of corona virus
were reported this owing in part to its extensive trade relationship with
China.
Now that Kenya has registered four Coronavirus cases, different sectors within the economy are bound to start feeling the heat, including
the tourism, Imports and Export sector then the manufacturing sectors
shan’t be spared either.
The Kenyan shilling has already caught the fever and has tumbled to
trade at a three-month low of 102.9 against the dollar. This is after the
Central Bank of Kenya (CBK) started buying dollars to increase its
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stockpile and boost its foreign currency war chest in preparation for the
bad days ahead.
1.Crisis in the tourism sector.
Airlines have lost up to Ksh 502 Billion Due To Corona Outbreak
The tourism sector is already feeling the heat. In Malindi and Lamu,
tourists have stopped coming. Most of the tourists in the two places are
Italians. Italy is currently on lockdown. People have lost jobs and hotels
in the region are contemplating closing down.
With the cancellation of the International Tourism Fair in Germany (ITB
Berlin) Kenya is bound to even be more over shadowed since this is one
of the platforms it uses to market its facilities and country to the world
especially for MICE
Tourism in Kenya is the second-largest source of foreign exchange revenue contributing almost 56 percent of the country’s economy, 790 Billion and 1.1Million jobs. Therefore with the outbreak of this Covid_19
the Tourism industry has lost Billions as Hotels are closing down and
flights being cancelled.
When Kenya Airways yielded to pressure from Kenyans who called on the
government to suspend flights to China as a measure to stop Coronavirus
from landing into Kenya it ended up
Losing a whopping 800 Million shillings in just one month.
In response, the tourism and Wildlife Cabinet Secretary Najib Balala has
said that the Ministry of Tourism has set aside five hundred million shillings for its post Coronavirus (Covid-19) recovery plan
2.Disruptions In The Manufacturing Sectors.
Since Kenya’s manufacturing sector is dependent on imports from China
for their inputs, the country is likely to crush since all Chinese factories
have been and remain close till further notice which may even take longer than expected.
According to the Kenya Private Sector Alliance (KEPSA), about 82 per
cent of manufacturers source their inputs or export to China thus they
face direct risk of supply chain disruption. The industry also stands to
lose investments. Manufacturers got Sh210 billion from different invesPage 19

tors, a substantial chunk of which might be at risk if the pandemic persists.
Chinese factories temporarily closed down after the outbreak and are
apparently taking too long to resume operations. Several Kenyan analysts said that Kenyan Businesses have resorted to looking for other suppliers but unfortunately the few available are very expensive.
3. Declining Import and Export sector.
According to Cytonn Investments, the shortage of imports from China
for instance, which accounts for an estimated 21.0 percent of the country’s imports, is likely to cause local importers to look for alternative
import markets, which may be more expensive and as such higher demand for the dollar from merchandise importers
Kenya’s import cargo of electronics and surgical gears are reportedly
stuck in China because their suppliers have not made it there due to
travel restrictions.
Kenya exports were valued at Sh541.4 billion in 2018, which is likely to
drop if the situation persists.
Kenyan exports are set to be affected as different carriers cancel flights
to some countries, meaning that delicate products such as fresh produce and flowers might not get the fastest means to the market. Already, many have been left to wilt as airlines cancel flights with firms
staring at huge losses.
Both importers and exporters should expect a delay in their cargo since
“shipping is a global business and with many ships doing transshipment,
they are avoiding China while some are taking more time to screen and
inspect crew and vessels, which will affect imports.”
4.Panic In The NSE
The confirmation of the first Coronavirus in Kenya sent the Nairobi Securities Exchange (NSE) in panic mode during the day on Friday 13th
March.
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The panic saw most of the listed companies falling in the red leading to
the NSE suspending trading activities for the day at 2:38pm while promising to resume on Monday.
Most of the losers are blue chip companies that saw the NSE 20 dropping
by 15 percent, the largest drop since the spread of the deadly Coronavirus.
Safaricom share price has been dropping with each passing day this
week. On Friday, the price dropped by 5.44 percent to 24.35 shillings
per share as investors engaged the flight mode.
During the day, almost all the listed companies were blinking red as investors stayed away from buying shares for fear of the price falling further given what is happening around the world.
Others
The Kenyan aviation industry was the first one to feel the heat. Word
has it KLM is considering laying off employees because planes are landing at JKIA with less than 20 passengers and going back without any passenger. Taxi providers at major airports are having a rough day.
Due to coronavirus, Kenyans are losing jobs as so many businesses are
closing down, this will directly affect retailer and wholesalers as people
are not purchasing anything due to unemployment.
The CBK Governor, Patrick Njoroge on 18th March instructed all Kenyan
banks to extend individual loan repayment periods to up to one year
given the current economic state due to the Coronavirus pandemic.
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SUGAR TASKFORCE REPORT 2020
Currently, sugar is grown mainly in western Kenya around Nyando,
Migori, Mumias, Busia, Nandi and the coastal region. There are about
250,000 small- scale sugarcane farmers who supply most of the cane
milled in Kenya. The sugar industry supports the livelihoods of about six
million Kenyans directly or indirectly, contributing to rural household
economies.
In recent years, sugar production has declined from about 635,700
tonnes in 2015 to 491,100 tonnes in 2018 of milled sugar. Meanwhile,
sugar imports have been increasing. The annual domestic demand is
over 900,000 tonnes, meaning the country is a net importer of sugar.
Even then, Kenya exports small quantities of sugar mostly to South Sudan and Somalia. Marketed sugar is mostly for domestic consumption,
generating about USD5 billion annually, underpinning the importance of
the sugar sector.
Sugarcane production in Kenya has declined due to several challenges.
At the farm level, sugar productivity is low due to poor seed of long
maturing varieties, smut disease, high costs of inputs and delayed payments to farmers. Sugarcane in western Kenya takes 18 to 24 months
in the field. By contrast Sudan grows early maturing cane varieties that
mature within 14 months. Also, the production costs of sugar have increased, from about US$676 per tonne in 2014 to US$1007 per tonne in
2018. This compares poorly with production costs of USD 350 per tonne
in Malawi and USD 400 per tonne in Zambia.
In the sugar factories, mismanagement has contributed to inefficiencies.
Most of the state-owned sugar mills are operating below capacity and
are burdened by huge debts. They have inefficient, poorly maintained
machinery which suffer frequent breakdowns. Although the Government
has privatized most of the sugar factories, e.g. Mumias, they still make
losses. As a result, locally produced sugar remains uncompetitive with
the cost of production reportedly being 60 percent higher than in Uganda and Tanzania, and 50 per cent higher than in Zambia. Instability in
world sugar prices and trade barriers impact the sugar industry which
also faces competition from low-cost sugar produced within COMESA and
low world market prices.
Page 22

Another problem facing the sugar industry is corruption and
mismanagement of the institutions in the sugar-sub-sector. The issues
range from tendering, issuance of licenses, sugar importers, milling
factories and traders. Political interference in the appointment of
managers of milling firms has led to lack of professionalism and
accountability in management boards and importation of illegal sugar,
distorting business.
Therefore, unless and until corruption and mismanagement are tackled
across all levels, the sugar industry in Kenya will continue to decline.
At the end of February 2020, the highly anticipated Sugar TaskForce
Report was released and handed over to President Uhuru.
The Taskforce report which after implementation will see the sugar industry in Kenya reformed highlighted three major reforms: the
re-introduction of the sugar levy, privatization of public sugar mills to
enhance their efficiency and the enactment of the Sugar Act.

Major reforms by Sugar Taskforce Report:

1.re-introduction of the sugar levy,
2.privatization of public sugar mills to enhance their efficiency and,
3.the enactment of the Sugar Act.

The team, co-chaired by former Agriculture Cabinet Secretary Mwangi
Kiunjuri and Kakamega Governor Wycliffe Oparanya was set up on 8th
November 2018.
Matters pertaining to the sugar levy, it will be charged on consumers so
as to raise the revenue needed to assist farmers to develop their
sugarcane crop.
Other proposed reforms include the gazettement of the sugar sector
regulations including import rules, amendment of the AFA Act and Crops
Act in line with the 2010 Constitution, and a review of the taxation
regime in the sector to enhance investor incentives.
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Other Reforms:

1. gazettement of the sugar sector regulations
2.review of the taxation regime
3.amendment of the AFA Act and Crops Act
The taskforce also proposed strict compliance with the COMESA
regulations and outlined a raft reforms needed to increase the sugar
sector’s productivity.
According to the report, millers have, for the last five years, failed to
meet cane requirements due to unavailability of raw materials.
The shortage has been attributed to farmers abandoning cane for other
crops due to preferential delays in payments by the millers, with arrears
running into millions of shillings.
Currently some 191,215 hectares are under cane with a production of
4.75 million metric tonnes.
The report says “At an average factory efficiency level of 80 per cent,
the cane requirement will be 9.84 million MT, which translates to sugar
production of 1.09 million MT per annum.”
To meet the requirement for adequate cane supply by millers, planting
must be done on at least 263,959 hectares.

263,959 hectares required
to meet sugar production
of 1.09 million MT per
annum.
Only 191,215 hectares are
currently under cane with
a production of 4.75
million MT.
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ailing sugar sector to Governor
Oparanya said the taskforce is
convinced that with the implementation of their report, the country
will be able to revive its benefit
millions of farmers.
Mixed reactions followed the presentation with Mr Ibrahim Juma,
chairman of the Kenya National
Federation of Sugarcane (KNFSF),

welcoming the report, saying it contains a clear formula for paying
farmers, reports Daily Nation.
“On behalf of farmers in the region, we are very happy and fully agree
with the proposals. If implemented, the report will impact positively
efforts for revival of the ailing sugar industry,” he said.
But some farmers have accused the government of attempting to rubber-stamp “unrealistic and impractical” decisions through the report.
While rejecting the proposals, they appealed to President Kenyatta to
recall and reconstitute the committee.
Kenya Sugarcane Growers Association (Kesga) Secretary-General Richard
Ogendo accused the 16-member committee of drafting the proposals
without engaging key stakeholders.
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KNIGHT FRANK WEALTH REPORT
Wealth continues to be created around the world – particularly in Asia’s
economic hubs. The world’s UHNWI population is expected to rise 27
percent in the next five years, however, the changing geopolitical and
regulatory environment, and shifting social attitudes to wealth, means
there should be a reassessment of what it means to be wealthy. The
dominant investment trends in this edition are wellness, impact
investment and Environmental Social Governance (ESG).
The continuing rise of the super-rich
Results of Knight Frank’s new global Wealth Sizing Model suggests that
geopolitical uncertainty is failing to slow wealth growth. In 2019, the
world’s UHNWI population was 513,244 and is expected to increase by
27 percent in the next five years, taking the total to 649,331.
The US dominates with 240,575 UHNWIs, more than Europe and Asia
combined. However, Asia’s forecast five-year UHNWI growth is double
North America’s projected rate, with high growth expected in India (+73
percent), China (+58 percent) and Indonesia (+57 percent).
USA and China dominate the market
China and the US are under the spotlight once again. Although both
countries dominate the market, research has shown that they have created two distinct economic ecosystems. In addition, both the US and
China dominate the unicorn landscape in 2020.
Cities and wellbeing
For the 2020 edition of The Wealth Report, Knight Frank looked at 100
cities around the world, inspecting each city’s global appeal as a place
to invest, live and spend time. The metrics were based on three main
categories – wealth, investment and lifestyle. New York claimed the top
spot, with London pushed into second place. Paris, Hong Kong and Los
Angeles complete the top five.
According to The Wealth Report Attitudes Survey, 80 percent of UHNWIs are dedicating more time and money into their wellbeing. However,
there is a growing focus on wellness as a measure of national
performance. Oslo tops topped the bill, followed by Zurich and Helsinki
tied in second place.
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The quest for more sustainable travel
Superyachts and private jets are staples of luxury travel but as concerns
over the climate grows, questions are being raised about their impact
on the environment. William Mathieson, Intelligence Director of The
Superyacht Group and Thomas Flohr, Founder and Chairman of Vistajet
share their views and insights on how their business are working to
become more sustainable.
Global residential trends
The latest results of the Prime International Residential Index (PIRI)
showed that only 22 percent of the 100 prime residential locations we
tracked saw average prices fall last year. Cities outperformed the second homes market with Frankfurt (+10 percent) at the top of the list.
The US remains the top destination for Asian buyers according to The
Attitudes Survey. Driving this attraction is a combination of tax reductions, rate cuts and an increase in annual price growth.
Number of Ultra Rich Individuals in Kenya Drops to 42 in 2019 from 125
in 2018
Research firm, Knight Frank released its Wealth report 2020 and among
the most important revelations was that Kenya’s ultra-rich individuals
had drastically decreased.
The report revealed that Kenya had only 42 ultra rich individuals as at
the end of 2019, from 2018, where the number ultra rich individuals
stood at 125,
While the number of Ultra High Net
Worth Individuals (UHNWIs) in Kenya
83 ultra-rich individuals
fell by over 66 percent, the total
lost some of their wealth
number of UHNWIs in the world
during the course of 2019.
actually grew by 6.4 percent in
2019 as compared to 2018

42 is a small figure as
compared to the total
number of Ultra rich
individuals globally, which
stood at 513,244 at the
end of 2019.

The growth in the number of UHNWIs
did not come as a surprise since there
was growth around the globe in many
asset classes such as equity markets.
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Stock exchanges in the US, Germany, and Australia, for example, saw
double-digit growth in 2019, although the UK and Japan saw more modest returns.
According to the wealth report by
Knight Frank, on average 23 percent
In Kenya, equity turnover
of UHNWI investment portfolios are
at the Nairobi Securities
made up of equities, meaning that
Exchange (NSE) during the
their performance makes a large
year declined by 12.9 percontribution to rising wealth.

cent to USD 1.5 billion, from
USD 1.7 billion in FY’2018.
This could be one of the
reasons why the number of
ultra rich individuals in the
country dropped by over
half.

PWC GLOBAL ECONOMIC CRIMES
2020
At the beginning of March 2020,
PricewaterhouseCoppers, PwC,
released the 2020 PwC Global
Economic Crime and Fraud Survey,
which cut through 5,000
stakeholders across 99 territories,
making it one of the largest and the most comprehensive surveys on
economic crimes globally.
Economic Crimes in Kenya have reduced but Still Higher than Global
Average.
The report revealed that 58 percent of the respondents from Kenya
experienced economic crimes in the past two years, down from 75 percent, although the number is still higher than the global average, which
is 47 percent.
In terms of monetary cost, 44 percent
of companies have lost an estimated
5.5 billion while a third of all
respondents from Kenya have lost an
excess of 10 million shillings up from
23 percent in the 2018 survey.
The report also showed that most
perpetrators of economic crimes in
the last 24 months were internal
actors at 36 percent, with external
actors accounting for 27 percent of
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44 percent of companies
have lost an estimated 5.5
billion
1/3 of all respondents have
lost an excess of 10 million
shillings

the reported incidences.
Procurement, Bribery, and Corruption fraud, according to the report,
were the most costly and disruptive types of economic crimes experienced mostly by organizations in Kenya. The report shows that Bribery
and corruption rose to 42 percent from 30 percent in 2018, while
procurement fraud increased from 34 to 39 percent in 2020.
The 2020 report has observed encouraging trends in Kenya where 8 out
of 10 Kenyan respondents that reported having suffered economic crime
conducted forensic investigations, 63 percent instituted
disciplinary proceedings, and terminated services of the implicated
employees, and 61 percent
Implemented enhanced internal controls.
Another aspect that the report addresses is customer fraud. Customer
fraud has been on the rise across the globe and remains high in Kenya,
especially in the financial sector, insurance companies, consumer
market segments, and banks. The report recognizes that customer fraud
and cybercrime were the most disruptive forms of economic crimes
globally being solely caused by third parties in organizations.
So far, organizations have put in place disruptive fraud-fighting techniques to counter the increased threat of external and technology-driven frauds. The survey found that more than half of the respondents
found the communication and transaction monitoring to be of the most
significant value. At the same time, a third of those that reported using
Artificial Intelligence (AI) noted Biometric Authentication as the most
widely and beneficial AI technology in fighting crime.
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