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NAIROBI: Kenya, like other nations on a conti-
nent that boasts some of the fastest growth
rates in the world, is racing to upgrade neg-
lected infrastructure, improve regulations and
revise often outdated economic figures to
spur investment. For some, there are echoes of
the start of Asia’s rise.

But Kenya’s challenges, many of which are
mirrored across Africa, are formidable if it
wants to build on recent gains. It cannot boast
the high savings that helped boost Asian
economies and its efforts to attract the kind of
new industry that will create jobs and boost
exports have had mixed results. “It needs a
higher rate of savings and more investment in
infrastructure to boost the country’s produc-
tive potential,” said Razia Khan, the head of
research for Africa at Standard Chartered in
London. Gross national savings are 11 percent
of gross domestic product (GDP), the
International Monetary Fund says, below the
26 percent target set in the Vision 2030 eco-
nomic blueprint and the kind of level seen in
some Asian nations. Savings are vital if Kenya
is to avoid loading up too heavily on foreign
debt to fix roads, pave dirt tracks and build
power plants to meet the needs of businesses
which frequently complain about the cost of
electricity and outages.

French retailer Carrefour is one several
new investors in Kenya, shrugging off the east
African nation’s infrastructure and other chal-

lenges to bet instead on the growing number
of middle class Kenyans with money to spare.
Through its Dubai-based franchisee Majid Al-
Futtaim, Carrefour will become the anchor
tenant of the new Two Rivers mall due to
open next year in Nairobi. “There is huge
demand,” said James Mworia, chief executive
of Centum Investment, the main investor in
the mall, which is part of a bigger commercial
and residential development. “What is lacking
today in Kenya and Africa generally is quality
places for people to do business,” he said at
the building site.

Mobile money pioneer 
But while Kenya’s consumers may catch

the attention of companies like Carrefour and
Porsche, the country needs to draw manufac-
turing and other industries if it is to generate
more jobs and help expand exports beyond
commodities. Textiles are a bright spot. Kenya
exported garments worth $335 million in 2013
and the business already employs 40,000 peo-
ple, industry executives say.

“We are making very good progress in the
textile sector,” Adan Mohamed, minister for
industrialization and enterprise, said in
October, adding a new factory employing
5,000 people would open in Mtwapa on the
coast in November. But other firms are strug-
gling. Even budding clothes makers complain
about expensive power supplies and poor

infrastructure, saying it drives some investors
away. Eveready East Africa said in October it
was stopping production of batteries in Kenya,
with the loss of 99 jobs, and shifting to Egypt.
“It is not competitive,” said the firm’s chief
executive, Jackson Mutua. “There are a num-
ber of factors that they need to put right.”

When Kenya revised data last month, the
economy was judged to be 25 percent bigger
in 2013 than originally estimated, at $53.4 bil-
lion, reducing the ratio of debt to GDP from 57
percent to a healthier but still hefty 50 per-
cent. GDP per capita rose to $1,246, entering
the World Bank’s $1,045-to-$12,746 band for
middle income states. Growth was revised
upward, with 2013’s figure set at 5.7 percent.
That is still below the 6 percent economists
say is a minimum needed to make a tangible
impact on the poor in a country where around
40 percent live below the poverty line, broadly
defined as those living below $1.25 a day. The
economy has also been hurt by what turned
out to be unfounded worries about election
violence in 2013 as well as militant attacks
including several in 2014. Economists say gov-
ernance and corruption issues remain a drag
on performance.

“We are behind,” said Gachao Kiuna, chief
executive of conglomerate TransCentury, who
helped draft Vision 2030. “People put a lot of
emphasis on foreign direct investment, which
is important, but the bigger driver is domestic

direct investment.”
Kenya also languishes low down in the

World Bank’s rankings on ease of doing busi-
ness. In the 2014 table, it crept up one place
but was still in 136th position out of 189 coun-
tries, where No. 1 is the easiest place to do
business. Officials and a private sector lobby
group said this year’s ranking did not properly
reflect changes that came into effect around
the time when the positions were settled in
June. A single window system set up in May to
speed up the clearance of imports and an elec-
tronic tax payment system to cut paperwork
for firms filing returns would boost Kenya’s
position next year, the Kenya Private Sector
Alliance (KEPSA) said. “We are as a govern-
ment committed to ensure we improve the
business environment,” the industrialization
minister said.

Seeking to address complaints about infra-
structure, the government aims to expand
power generation capacity by 5,000
megawatts (MW) by 2017, adding to installed
capacity of 1,664 MW. It is also building a
faster railway line and new roads.

“Having ambitious infrastructure plans and
projects is a positive step because of the
knock-on effects it has to overall economic
development,” said Ahmed Salim, an analyst
with consultancy Teneo Intelligence in Dubai.
“But the challenge will continue to be project
implementation.” — Reuters

Kenya pulls in brands but growth path still rocky

LONDON: Brent crude oil fell more than a
dollar towards $85 a barrel yesterday as a
firmer dollar and a well supplied oil market
pushed the benchmark towards its steep-
est monthly decline since 2012.

The US dollar rose to a three-week high
on Thursday, after data showed the US
economy grew 3.5 percent in the third
quarter, topping market estimates for a 3
percent rise. A strong dollar makes com-
modities such as oil more expensive for
buyers using other currencies, suppressing
demand. “The market is asking how low
the price must go before output is
trimmed,” said Bjarne Schieldrop, chief
commodities analyst at SEB in Oslo. Brent
for December was down 85 cents at
$85.39 a barrel by 1135 GMT, after touch-
ing a low of $85.11. The oil benchmark has
fallen 10 percent so far in October, its
biggest monthly drop since May 2012.

US crude was down 60 cents at $80.52
per barrel, having lost 11 percent this
month, also its worst performance since
May 2012. Outside the United States, other
major economies show signs of slowing
economic growth, suggesting a slowing
demand for oil.

The Bank of Japan surprised global
financial markets yesterday by expanding
its stimulus spending, boosting Japanese
equities but raising concerns about the
economic health of the oil importer.

China’s manufacturing sector is stable
but faces relatively big downward pres-
sure on growth, the Ministry of Industry
and Information Technology said yester-
day. In contrast to slowing demand, global
supply has increased, and the
Organization of the Petroleum Exporting
Countries has given no indication that it
will cut output targets at a meeting on
Nov 27. Hans van Cleef, senior energy

economist at ABN AMRO in Amsterdam,
told the Reuters Global Oil Forum that
there would be “tough discussions” at the
OPEC meeting, but that the output quota
was likely to remain unchanged at 30 mil-
lion barrels a day. 

OPEC Secretary General Abdullah Al-
Badri said on Wednesday the cartel’s out-

put was unlikely to change in 2015, and
said he was not concerned about falling
prices. “OPEC will be happy to see prices
languish in a lower range in order to
regain market share against US produc-
ers, whose costs are higher,” said Tony
Machacek,  a  broker at  Jeffer ies  in
London. — Reuters

Oil falls towards $85 on 

strong dollar, oversupply

No sign of OPEC cutting output

ISTANBUL: Turkey’s inflation will be
higher than previously forecast this year
and in 2015, although falling oil prices
could temper its rise, the central bank
said yesterday, pledging to keep policy
tight until the inflation outlook
improves.

Presenting the bank’s quarterly infla-
tion report, Governor Erdem Basci said
inflation was now expected to be
around 8.9 percent at the end of 2014,
an upwards revision from a mid-point
forecast of 7.6 percent in its July report.

Basci cited higher food prices as a
result of bad weather and lagged effects
of currency depreciation as the main rea-
sons for the change in this year’s fore-
cast. The bank sees food prices rising
12.5 percent this year, more than the 9
percent it had previously expected. The
inflation forecast for 2015 was increased
to 6.1 percent from 5 percent previously,
while the bank’s medium-term inflation
forecast remained at 5 percent, Basci
said. The new projections were lower
than the inflation forecasts of 9.4 per-
cent for 2014 and 6.3 percent for 2015
included in the medium-term program,
unveiled by Deputy Prime Minister Ali

Babacan on Oct. 8.
The bank revised downwards its oil

price forecasts, to $102 per barrel for
2014 from $108 previously and to $92
per barrel for 2015 from $106, and said
cheaper oil would limit upward pressure
on inflation for this year and next.

Turkey imports almost all its energy.
Turkish inflation has remained stubborn-
ly high even though interest rates are
considerably above their levels of a year
ago. The central bank left its key rates
unchanged at its latest policy meeting
last week. “With the continued decline in
cumulative exchange rate effects, the
return of food inflation to the average
level of previous years and the fall in
commodity, especially oil, prices, infla-
tion is forecasted to record a notable
decrease in the upcoming year,” Basci
said. A measured rate cut could be on
the agenda in the coming period if glob-
al conditions allow a significant decline
in long-term interest rates and in infla-
tion, he added. “Monetary policy stance
should remain tight in order to bring
inflation outlook in line with medium
term target,” said Finansbank economist
Gokce Celik in a note. —Reuters

EDINBURGH: A signage displayed at a branch of the Royal
Bank of Scotland (RBS) in Edinburgh, Scotland. RBS
revealed yesterday that net profits rebounded to £896
million in the three months to the end of September,
buoyed partly by cost-cutting, after a net loss of £828 mil-
lion in the same part of last year.  — AFP

Turkish CB raises 2014, 

2015 inflation forecasts

LONDON: Marks & Spencer is set to report a 13th straight quar-
terly fall in underlying non-food sales, with trading hurt by
Britain’s warm autumnal weather, the continuing “settling in” of a
new website and a sluggish economic recovery. Marc Bolland,
M&S CEO since 2010, has spent over 2.3 billion pounds to address
decades of under-investment, overseeing the redesign of prod-
ucts and stores. But a new clothing team he set up in 2012 has so
far failed to deliver a sustained increase in sales and, for the first
time, M&S earned less in the year to the end of March than faster-
growing rival Next.

The retailer publishes second-quarter sales figures on
Wednesday and is expected to report a fall in sales of general
merchandise - clothing, footwear and homewares - of 3.7 percent
from shops open over a year, according to a consensus of ana-
lysts’ forecasts provided by the company.

That compares with a first-quarter decline of 1.5 percent. The
130-year-old firm - Britain’s No.1 clothing retailer by sales - also
reports first-half results which are expected to show a 3.7 percent
fall in pretax profit to 252 million pounds ($403 million), down for
a fourth straight year.

M&S is expected to say the results for the 13 weeks to Sept.
27, its fiscal second quarter, reflected Britain’s mild autumn - not
helpful for shifting high-margin winter coats, knitwear and boots.

Official data published on Oct. 23 also showed British retail
sales fell more than expected in September, the most important
month in M&S’s second quarter.  —Reuters

Warm weather set to push 

M&S non-food sales down 


