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Dear Honourable Minister

I have the honour on behalf of the Authority to present to you the Capital Markets
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Authority Act Cap 4854. The report also reviews Kenya's capital markets operations

for the period 1990 to 1998 and highlight major progress and challenges ahead.
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c,qPiTAL
MARKEIS AUIHORTY

Mission Statement

The mission of the Capital Markets Authority is to

promote the development of an orderly, fair,

efficient, secure, transparent and dynamic capital

markets in Kenya within a framework which

facilitates innovation through an effective but

flexible system of regulation for the maintenance of

investor confidence and safeguards the interest of

all market participants.
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A
CHAIRM,{N'S STATEMENT

I am pleased to make this fbrwardin-r statement ol'the

Capital Markets ALrthority Annual Report and Review ol'

Capital Markets operations lbr the period 1990 to 199g.

In lny last y'ear's staternent I made rel'erence to regional

initiatives and co-operation with other reguratory authorities

and the enabling environlnent created by thc Governntent

that has cnabled the Authority to pursue its objectives ol'

promoting the development ol'lair and orderly capital nrarkets in Kenya

The Authority was honoured dLrring I 99tt to play host to over 300 delegates ll-om the

world's developed and ernergin-e I'inancial markets associated with the International

Organisation ol'Sccurities Conrmissions (IOSCO) fiom Seprernber l2- 18, 199g. The

Gol'ernntent and ttlany pri vittc' sector organisations gi.lvc trcmendous sllpport to the

conf'erence. I am pleasecl.therelbrc. in this message to acknowlecl-ue their invaluable

participation which conlributecl to the sLrcce ss ol'this historic rneeting, when IOSCO's

anltual conlcrettce was taking placc on African soil lirr the l'irst tilne. The Authority

was l'utlhet' honourcd by thc elcction of the Chiel'E,xecutivc. Mr Paul Me lly, as the Vice

Chairrtlart ol'Errterging Markets Conrrrrittee, a position that also nrakes him a prenrbcr

o1' the ExecLrtivc Conrntittee ol' IOSCO.

This augurs well lirr our cflirrts to develop the rnarket in linc with

intcrnationalstandards. and attract lbrcign invcstnrcnt into Kenya. both ol'which are

prerec;uisites lirr a vibrant rnarkct.

At thc re-uioltal levcl. thc Authority continLrcs to play its part in thc el'lbrts lirr integra-

tion ol' East All'ican capital nrarkets, lirllowing thc signing ol'a Mcnroranclum ol'Un-

derstaltdin-u ol'the tsast Aliican Me rnber Stales SccLrritics RegLrlalory Authoritics
(EASItA) in lL)L)7. Dtrl'ing thc past ycar. reasonablc prcgress has been madc towarcls

identilying policy. legislativc and [c-uulalory ntcilsures nccessary tocrcatc a conlnton

regirnc filr the rc-gional capital rnarkets opL.l-i.rtiotrs.
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As the Authority braces itself for the challenges of the new lnilletlnittr. , the Authority

ip colsultatiop with the industry, has devoted a lot of effort iu reviewing the

legislative iind regulatory framework based on cxperietlce ol the past nine years, with

a view to creating a framework that allows for innovation and development of tlew

products to give investors and issuers more choices'

Nerv lcgislation by way of arnendment to tlie Capital Markets Authority Act is

cxpected to be tabled in Parliament during tlie conring year ainied at creatiug a

flexible legislative regime that can respottd to the needs of a growing market and

accommodate emerging issues in a dynamic and vibrant cttvirottulettt.

The details of the Authority's contributions and performauce during the years utlder

review are provided in the Chief Exectttive's report'

I wish to thank rnernbers and managernent of the ALrthority lor their dedication to duty

anclwatnnly welcome on board the Pcmianettt Secretary to the Ministry of Finauce,

Ms Margaret Cfterrrepgich who replacecl Mr Simeon Lesinna dtrripg the year under

review following his reassignment to the Ministry of Rural Devclopment'

I

Denis D. Alande, CBS

CHAIRMAN
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l
THE CHIEF EXECUTIVE'S ANNUAL REPORT AND REVIEW OF
CAPITAL MARKETS OPERATIONS FOR THE PERIOD 1990 TO 1998

It gives me great pleasure to report on the activities and

operations of the Capital Markets Authority and

Kenya's capital markets for the period beginning July

1997 to December I 998. The Capital Markets Authority

has been in operation for nine years now, four of which

I have served as the Chief Executive.

First' I wish to record the contribution made by the founding
members of the Board under the readership of Mr. Nick Asinjo, chairman and my
predecessor' Bill Arap Chelashaw, Chief Executive, in laying important foundations. I
wish also to record appreciation and thanks to the current Chairman, Denis D Afande,
Board Members and Staff for their continued support and dedication towards the objec-
tives and realisation of the mandate of the Authority. This report seeks to review the
performance of thb Authority in fulfilling its mandate of developing and regulating the
capital markets during the period l99o/98. It in parricular highlights the main achieve-

ments and challenges during the last four years and identifies critical measures that have
to be implemented in order to position Kenya's capital markets

appropriately in the global financial markets.

Global Financial Market Continued Volatility

During 1997 the South East Asia financial crisis contributed to major financial

turbulence in the global financial markets. The impact of the South East Asia crisis
continued to be felt during 1998 across the emerging markets as investors took a critical
look at these markets and shifted their investments to markets considered to be more
secure' A number of emerging markets saw increased market volatility in East Asia
such as Thailand, Malaysia, Hong Kong and Korea. The effect subsequently spread to
Russia and Latin America countries such as Argentina, Brazll and Mexico as well as

closer home in the South African markets, among others.

The consequence of this volatility in the financial markets has had f-ar reaching effects
in the emerging markets which have suffered a great loss of confidence.

ll

u



It is also apparent that during this period most investors were largely engaged in an

cffort of "preservation olvalue" rather thatr yield driverl investments decision.

This has now darrrpened the global ecorlollly, growth prospects and given rise to

recessionary pressures. It woulcl appear from receut trends that 1999 is likely to be

characterised by continuecl global financial markets volatility in view of the continued

Brazilian fi nancial trarkets crisis.

This report is being prepared against a backdrop of rnajor challenges in the global

fi^a.cial system that has seetr continued volatility irr the financial nrarkets across

various regions. Theperiod has also seen renewed call fora critical revierv of the

overall gtobal finar-rcial systetlr architecture'

Kenya's Economic Grolvth Challenges

'l'he perlbnnance of the economy for the last two years has been significantly lower

than the projected growtli (gross domestic product) rate' For exatllple, during 1997

tlre economic growth rate was projected to grow at a rate of 5oh but only 2'3(Yo was

realised. During 1998 the econoulic growth rate realised was 1'6% against a

projected target of 5oh.lt has thereflore been elusive to achieve the widely held view

tl-rat a minimunt grorvth ratc of Tohis require<l in order to contribute significantly

towards poverty reductiotr. improvement of per capita income level and creation of

ernployment, amoug others.

During the l99g/99 Budget Speech the Minister for Finance ttnderscored the need to

increase private sector investt-nents as part of rneasures to achieve faster economic

growth. The crltictll factors that have to be addressed in order to stimulate the

economy inclr-rde the lollowing:

Reduction in dornestic debt;a

o Reduction iu the level of interest rates;

o hnprovement in physical infrastructure, pafticttlarly roads;
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a

a

a

a

a

Inrprovenrcnl in the delivery of critical public services such as

l.cIecont nt unicatiorrs, power and rvater;

Inllrrovct-nent itt the efficiency of the Civil Service ancl public sector nranageurent;

Improvcment in public sccr,rrity and administration oI'justicc;

Recluction in corruption cspccially in areas of tax evasion; ancl

Illlproverrcrrt irt rclalions with clonor comrnunity and other clevelopr-nent partuers,

ilnlong otlters.

It is ncedless to cnipltasise that the solution to thcse challenges lie lvith tfie

tlctct'tttittatiott ancl collectivc responsibility o1'private sector ancl Govemnrent. The

Iattcr plays a clitical rolc in policy Ibrnrulatiorr tou,ards creating arr enablipg

cttvirotrnlcnt to fhcilitate private scctor invcstntent. It is in this regard that the

Presidertt o['the World Bank in tlrc 1998 Annual Report underscored the irnportance

of African lcaclership in ccottonric developnrent o1'Alrica lbllowing a nreeting of
Afiican leaders itr Kan.rpala and Dakarrespectively in January 1998. He statecl

"Afi'ican leaders hold the key to the success of the continent's economic, social

and political grorvth and stability but they face a tougher challenge to deepen t1e

macro-economic stability and economic reform that many have begun antl to
reshape the role of the state, to improve capacity to manage resources anrl state

of social services and inliastructure and creating attractive business

ertvironment".

IL is clcar 1l'orn tlris legitinratc vicw that thc solr.rtion of crealing ancl buildipg on a

strstaittatrlc basis a Inarket drirrerr ecolrorlly rests with the dornestic resourccs

irlclLrding httlllalt capital that rnust all lre nLrrturetl ancl appropriately cIannelled

towards productive ventures.
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Kenya's Financial Markets Confidence

Duripg the period undcr revierv Kenya's financial rnarkets in particLrlar the money

urarkets faced major challcnges. These events, however, appear to be largely

ilfluenccd by the domestic situations and not as a direct cottseqttence of thr: evetrts in

the global finzrncial mzirkets.

11 is i1 this rcspect that the financial mzrrkets in Kenya mttst continttc to be nurtured

aud strengtfietrecl in orcler to safeguard their soundness and stability. This is crucial if

thc copfidepce of the financial system is to be mairttained as a critical pillar o1'

economic develoPnlent.

Tlre recept events in tlre ntoney markets that saw the lirilure olsome banks and

threatened stability of otl-rcrs including some ol'the large banks denronstrate 1r-rrther

thc need to preserve cotrtidettce of the sector.

The followitrg itre ttseful lessot-ts that emerged from the banking crisis

Filalcial intermediaries must be well managed regardless of the levels of

pruder-rtial supervisiou or regttlation notwitl-rstauding apparent need for

strengthcuing of ctlrrellt strpervisory altd regulatory tools;

Neecl 1o strelgthen the evaluation and lending criteria as lending pr-rrely on

collateral may riot necessarily provicle adequate security due to market risks or

excessive sectoral exposltre;

Deprcssed ecolomic activities have direct bearing on corporate earnings and

ability to service financial obligations thercby contril'ruting significarltly to notr

perfonning loan portlblios of the barlks;

a

a

a

Nee6 to clevelop maximum financial gearing requiremeuts as part ol'lending

criteria i11 order to compel sorne of the companies with good track rccords seeking

bank fin:rncing to venture into thc capital t-narl<cts;

a
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a

a

a

a

Mis-nlatch of assets could rapiclly occur in an environment wherc shoft terr-n

nloney is gcnerally applied to long tem usage in absence of a well developecl

vcnturc capital irrdLrstry;

Nectl to cttrb against excessive corporatc exposure and possible defaLrlt as well ,s
system risks' This in parlicularly applies to large corporate concems whose

firtartcillg requirements czrnnot be fulfillecl by one bank but lrave to borrou, fi-onr

several banks in view olcurrent single client exposlrre requirernents;

Ncccl tbr banl<s to sltare confideutial inlormation as well as the use ol.creclit

t'ctcrence bttreattx and rating agcncies. It is also inrporlant at the saute tiure to

sitfeguard the bonorvers' cotifidentiality ili order to pronrote co1fidelce ip the

systent;

Need for intemal battk compliance officers to ensure conipliancc r,vith regglatiols

arld tlie lerlding procedures as part of essential risk managemcnt practices ancl

intcrnal checl< and control systems.

It is irnportant to notc that the tnoney market confidence has a direct irnpact on t1e

capital tlrarkets perfonrrance as it constitutes an alternative source of fipancipg for
l'rotlr plivate and ptrblic sector. It also oflers tlie investors an altemative optiop for
savings in financial assets. In this regard confidence across the spcctrurn of thc

llrlancial systettt is critical and must be nurlurctl at all costs as it cannot bc

lcgislated.

Challenges oI' Regulating and Facilitating Capital Markets Development

'fhe capital ttrarkets ltave cotrtittued to play an intportant role i1 the rnobitisatio, of
dottrestic and intentational capital zurd facilitated cfficient allocation to procluctive

investnlents. 'l'hc coming into operation of the Capital Markets Autlrority in 1990

coltstitttted olte of thc tttztjor steps by the Goventnrent towarcls strcngtheling t5e

donrestic capital markets as part of cssential financial sector reforms.

Thc dLral t-nandate of regulating and cleveloping tlie capital markets poses a najor
cliallenge to any regulatory organisation.
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Ilr lhis regarcl, it is essential to cnsure that thc regulatory frameworl< grows in tandetn

tvith thc cleveloplnent of the market aud at the same tirne avoicl cxcessivc rcgulntiorls

u,lich could inhibit market innovation and growth. On the other hand lack of

regulation can only help serve to uttdernritre ntarket confidetlcc.

'l-he Capifal Markets Authority has, theretbre. cndcavottrcd to balance these clual roles

ot'devcloltir-rg zrn<l regr-rlating the nrarket reasonably rvell over the last nine years. '['lte

Aurthority has also established itself as an independent lead regulator and facilitator.

T6c Nairobi Stock Exchange has also achicvecl trenlendous transfornlatiou as

eviclenced in its increascd tumover and its cnhanced regional profile

Essential Govemment Support for the Capital Markcts Environment

Tl-re Goverrtmcpt fias supported the growth of tlie capital markets through creatiotr of

ap enablilg epvironmcnt and removal of inrpedinretrts. Thesc nleasures have seen

signilicant growth of the capital nrarkets activities as evidenced frot]] thc perfornlAllce

lor thc poriod ttttdct' revicw.

A pultbcr of preasures havc been impleurcutccl in the last tlitle years to support the

dcvelopnrcrrt of the capital markets. These n'leilsurcs irlclude the following:

Exernlrtiop of stamp duty and value adcled tax ou the tratlsfet'of listed securities;a

a

a

a

Witltholcling tax rate applicable to dividend incorne arising fronr itlvestntetrt on

listeil securities lras becn rcducccl fi'om 15ol, to 5V, for local invcstors atld 7 -SYn l-or

fbreign invcstors;

Costs of ilitial ptrblic offeripgs have been made tax deductible;

Ilvestrnent by insurance companies on listed securities ltas beett exeurpted fi'onl

tax arising out of capital gains on sale of shares,

T6c cost ol-rating has bee6 madc tax dcductible in order to etrcottrage credit rating;a

16



a

a

a

a

a

a

a

N'leasures to Strengthen Institutional Development

Tlrc Autlrority in collaboration with the Nairobi Stock Exchange has implementecl a

rrumbcr olmeasures to strengthen and facilitate capital nrarkets institutional

clevelopment. The nteasures include the lbllowing:

Establislrluettt of a physical presence of thc stock exchange including a tradilg

thcility ancl irrdependent nranagenrent;

Rcgistered veuture capital funds have been accorded major tax incentives includilg

tax holiday of up to l0 ycars on the fund's income;

Elimirlation of double taxation otr collective investment schemes such as Lrnit trusts

atrcl urtttttal flr-utds including exenrption lrom tax inconte earned fi'orn the scheme;

Policy decision has been utade to encouraqe the participation of fbreign blokers

atrd fund lltanagement companies in the domestic capital markets by encouraging

joittt ventures. This is subject to a minirnum of 51% of the sharcholding being

heltl by local rnvestors for brokers and 30'% for fund rnanagement conrpanies.

Policy clecisiott to fucilitatc the participation of foreign invcstors in listecl securitics

strttiect to a tnaximunr of 40'% of the share capital or suclr higher anrount hcld by

foreign investors at thc tirne of prontulgation of the regulation;

Withholding tax rate on interest income arising out of fixecl incorne securities such

as lroncls as well as bank deposits has been reduced to l5oh and nrade a linal tax.

lnrprovetttent in the tradir-rg practices and transpareltcy in the price formatior.r

process;

Increase in the nunrber of stockbrokerage finls lronr six to twenty and

strengthening of thcir operations and capitalization level;

a
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a

a

Licensing of investntent advi sers;

Establishment of investor cornpensation funds at the Nairobi Stock Excharlge and

tut the Capital Markets Authority;

Builclitrg of an appropriate professional capacity to strengthen thc nlatlagcnlent of

Nairobi Stock Exchange and the capacity of thc Authority'

a

Nlarket Perlbrmance 1990 - 1998

It is eviclent from the bench rnark of rnarket tumover, capitalization, index treltd and

the participation of foreign investors as wcll as a ratlge of financial itrstrutrrents uow

available, that tlie market has witriessed a steady growth albcit with several

cSallenges. The rnarket performance cluring 1998 did not recorcl grorvth but declined

in ternrs of ir-rclex level and turnover. This is attributed amollg other tlrirtgs to the slow

down i1the perfornrance of the domestic economy and competltion lrorn high yield

fixed ipconte securities. The confidence in erlerging urarkets lollowing the East Asia

flna6cial rnarkets crisis also affected the participation of foreign invcstors.

Stock Exchange Trading Turnot'er

The aunual turnover stood at KShs.230 nrillion in 1990 when the Atrthority became

operatiolal a1d rose to a position of KShs.824 rnillion by the end o f I 993. During

1994 the nrarket achieved a tremendous grorvtlt r.vhen the tumover grew lnorc thatl

threefolclto KShs.3.08 billion. However during 1995 the nrarket achievcd a moderate

turnover of KShs.3.34 billion and KShs.3.96 billion in 1996'

The market perfbrntance during 1997 was eqLrally impressive as the tuntover rose by

rrearly 55o/oto KShs.6.l5 billion. As was the case in ntost emerging tnarkets, the

turnover in 1998 {eclinecl to KShs.4.56 billion representing a drop of nearly 25.8%.

Market Capitalization Level

'l'he market capitalization in 1990 stood at KShs.l l billion and witnessed a steady

growth to a level of KShs.72 billion in 1993.
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In l994 the market capitalization rose to an all time level of KShs.l3T billion. The

capitalization level however lor the period 1995 declined to KShs.l07 billion,
I(Shs.98 billion in 1 996, KShs.l l4 billion in 1997 and the position by end of l99g
was KShs. 128.9 billion.

Nairobi Stock Exchange Index Trend

The index is a uscful bench rnark in detennining the trencl of price changes and

alrpreciatiotr or crosiotr of valuc of secLrrities. The Nairobi Stock Exchange Index is

ttrade up of 20 listed cornpanies' shares which represented 80.3% of the total rnarket

capitalization during I 998.

lrt 1990 the indcx stood at 915 level and wilnessed an upwarcl trend to a lcvel of 2,514
by end of 1993 wliich indicates geueral irnprovenrent inprices of tracled securities.

Durittg 1994 tlre itrdex rose to an all tirne high level of 4,559 when NSE performance

was ollc of the leading anrong etttcrging nrarkcts in terms of equity investment return

irr dollars equivalent. The index however dropped to a level of 3,469 by epd of 1995

attd nlaitttained an average of 3,1l4 in 1996 and 3,000 dr-rring 1997 allhough in l99g
tlre inclcx closing level was 2,9C2.

Foreign Investors Participation

Irorei-err investors wcrc allowed to participatc in thc Stock Exchangc as part of
liberalizatiotl progralll in .lanuary 1995. Their participation has hclped to stinrulate

the activities of the stock urarket and was a rnajor contributor to increased tumover

realizeddtrring 1997' T'hecxpericncesolarhasnotshorvnany6estabilizilgeff.ecto,

trtarket' Tlrc period 1995 1998 has recordecl a net inflow though not siglificarrt

excelrl cltrring 1997 whelt the net inflow r.vas KSlrs.l.58 billion whiclr indicates tlre

lou' forcign portfblio investnre.ts level in thc equity nrarket.
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Corporate Debt Issues and Bond Market

T5e stocl< market fuad been skewed towards equity issues untilthe emergence oI

corporate lroncls rvlien the East African Development Bank (EADB) cluring 199(r

pioueered thc first issue of a listed bond at the Nairobi Stock Exchange. The Central

Bti6k of l(enya acting as a fiscal agent of the Govemment of Kenya l-ras also nlade

so,cral issucs of floating rate boncls since 1997 which are listed at the Excliange. The

interest on these bond issues is bench marked on the 9l -day treasttry bill rates.

The lepor ol'thc Govcrnment bonds ranges frol-n one to two years while that of EADB

bolcl is upto three years. The value of bonds traded at the Nairobi Stock Exchange

secondary rnarket during 1997 amounted to Kshs.15 billion. The tradcd position

durir-rg 1998 was Kshs.8.22 billion. The low turnover in the borrds is attributed,

autong other tSings, to the attractivc yield and regular prirnary tlarket issues o1'tlie

treasury bonds atrd treasury bills.

In adtlitior-r to t|e corporate bonds, conrmercial papers are becoming irrlportarlt

alterlatives fbr the corporatc sector for short term working capital fiuancing. A

puprber of companies have issued cornmercial papers and many others have already

rnacle applicatiol to the Authority for approval. During 1997 the Authority issued

6er,v guidelines to govem the issuance of corporate bonds aud commercial papers.

Tlicse gr.ridelines continue to apply aud have proved to be useful towards the

<levelopment of au activc corporate clebt market.

Downward Trend on Interest Rates Expected to Stimulate Capital Markets

Dr"rring the last three years the interest rates liave been extremely high but have

recently witnessed a drastic downward trend. In a period of high interest rates the

corporate sector tencls to rely or-r banks for short tetm loans to facilitate their working

capital financial requirements. The environurent has therefore trot beerr condttcive for

active contmercial paper and corporate bond issues for the reasoll that the effective

cost of using these instrurnents to raise capital during a period of high interest regime

is not competitive.
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'fhc elllcrgittg scenario however shows a shift towards the adoptior-r of commercial

paper as ur bzrsis of raising working capital requirenrents. The treasury bill rates for
the lasl. three ntoutlis of 1998 have witnesscd a drastic reduction from an all time high

level o1-28%r ovcr the last one year to an average of I lo/o for the 91-clay bench prark

on treasLtry bills. The drastic fall in the rate of interest may be attributed, amolg

others, to the lblloi,ving factors:

Reclr"tction itt Governtnent bomowings ancl enhanced control of expenditure as well

ers ovcrall itnprovernent in fiscal disciplitre;

Etthatrcecl lreasures ot1 revenLle collecliorrs including preventive nleaslu'es olr

revenue seepage;

a

a

a

a

a

a

a

Central Bank's mouetary policy that has seen continued nranagemenI of inf]ation

at reasonable level ancl relative stability in the foreign exchange nrarket;

Ittcreased liquidity occzrsionecl by the banking sector crisis that saw the placing of
sotrte banks undcr the Ccntral Bank Statutory Managentent and threatened

clepositors conficlence in sorne banks leading to shift of deposits to institutions

considered to be less vulnerable;

Enhatrcecl liqLridity lollowing tlie easirrg o{'tlrc statutory cash ratio level arid

t'nininrum licluiclity ratio to l2n/o tltd20(\t respectively;

Bartks becat.ne risk avet'se lcading to reductior-r in lending level ancl liquidity build-

Lrp following reported cases olhigh profile non-perfbrming loan portfblios;

Itrtprovecl export earnings in particular fronr tea, coffee and horticultural proclr-rcts

clue to improvcd prices ancl relative stability in tlie Kenyan Sliilling cxchange ratc

vis-zi-r,is other cunencies during 1997 and part of 1998 period.
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The real challenge now is to translate the benefit of reduction in the level of interest

rates to stimulate economic growth and ensure that the interest rates continue to be

maintained at a reasonable level. It is also however essential to ensure that interest

rates for bank deposits remain reasonable in order to encourage savings.

This offers an opportunity for the Central Bank to issue more long tenor treasury

bonds of say 3 to 5 years and to readjust the national debt profile further to long term.

It is however important to state that this desirable objective of issuing long term bonds

can only be realised among other factors on a predictable macro economic

environment where the level of the budget deficit, Government borrowing and

Government revenue continues to be satisfactory while expenditure is maintained at

budgeted levels. In this regard the reported high build up of Government's unpaid

bills for services rendered should be resolved by bringing all such expenditure under

budget through budget rationalisation. The settlement of such expenditure will also

contribute to stimulate economic growth due to its multiplier effect. It is needless to

state that investors commit to long term only under predictable macro economic and

socio-political environment.

New Public Issues including Privatisations

The fundamental role of the capital markets is to facilitate the mobilisation of savings

from both local and international markets and their efficient channelling to productive

sectors of the economy.

This raising of capital through the capital markets entails a process of

disintermediation where corporate organisations seeking to raise capital do so directly

by issuing financial securities or investment products to savers or investors.

Over the years the capital markets have facilitated the raising of significant amount of

capital by private sector companies as well as Government through the divestiture or

privatisation programme. For example, during the period 1990 to 1993 there were

seven public issues including privatisation which issued a total of nearly 58.5 million

shares and raised about KShs.900 million.
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The year 1994 was however significant as there were three major public issues

comprising the offer of 98 million shares which raised nearly KShs.2.8 billion from
two private companies and one from the privatisation programme, including one

rights issue. The year 1994 also saw major privatisation issues including the natiolal
airline and two leading national banks. There were, however, no public issues during
the year 1995 which dernonstrates the irregular utilisation of the capital markets by
the corporate sector.

The year 1996 was the most active in terms of public issues as there were five public

issues cornprising about 367 million shares which raised an amount of nearly KShs.5

billion. The period 1997 saw only two public issues which raised an amount of
KShs.400 million. In addition there was a rights issue by one of rhe public listed

conlpanies which raised an amount of KShs.l .5 billion bringing the total amount

raised from the capital markets during 1997 to KSrrs.l .9 billion.

The year 1998 saw only one significant privatisation issue of the largest national bank

representing an offer of 28 million shares and raising of an amount of KShs.l.8

billion. During the year there was also one rights issue from one of the listed

companies which raised an amount of KShs.282.5 million bringing the total amount

raised during 1998 to KShs.2 billion.

It is evident from the foregoing statistics that Kenya's capital markets potential

remains enorrnous. Dr.rring the period 1990 to 1998 the public offering of shares,

including rights and privatisation issues raised an amount of KShs.12.68 billion
through the capital markets. The amount of KShs.12.68 billion excludes any private

placement of shares during the period. This therefore demonstrates that the capital

markets represent an importaut sector of the financial system. tt is also evident that

the Government privatisation programme has been a major boost to the capital

markets operation.
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Challenges in Privatising Major Public Enterprises

lt is, however, a daunting task to progress the privatisation of the major state

enterprises that are earmarked for privatisation such as Mumias Sugar Company,

Chemelil Sugar Company, Kenya Reinsurance Corporation and Kenya Posts and

Telecommunications Corporation among others due to:

Management of the interest of stakeholders;

Need for Balance Sheet restructuring and strengthening of management;

Selection of strategic tnvestor;

Concem on valuation, among other issues

It is therefore essential that a speedy and decisive action be made in order to progress

the privatisation of some of these companies whose targeted implementation dates

have become elusive. lt is also now apparent that advance announcement of the

privatisation dates Serves no basis as it raises unnecessary expectations and

disappointment, especially where such privatisation are planned through the capital

markets. The success in the privatisation programme is also demonstrated through

enhanced corporate performance post-exercise. Hence every effort should be made

towards self sustenance of the privatised institutions for continued value-added

contribution in the economy.

Opportunities exist for further privatisation in the energy sector in such companies as

Kenya Power & Lighting Company and Kenya Pipeline Company Limited. The

privatisation of tl-rese companies could also provide an avenue not only for significant

coltribution to the Exchequer through divestiture but also raising of additional capital

for further investment within the same sector.
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Current Capital Markets Regulatory Framework

The capital rnarkets regulatory framework is governed by the Capital Markets

Authority Act cap 485,4 of 1989 and its subsequent promulgated Rules and

Regulations. This framework has served the purpose of facilitating the maintenance

of appropriate regulatory environment essential for the growth of the capital markets

The Authority's regulatory structure entails the building of an effective system of
ntarket oversight including nrechanism for monitoring compliance with specific

regulatory requiremetrts. It also includes a strong enforcement programme, all of
which are aimed at safeguarding the integrity of the market.

The regulatory framework.also entails an annual licensing programme for all rnarket

practitioners in order to ensure they continue to comply with oversight regulations as

well as the self-regulatory rules of the stock exchange in case of stockbrokers and

dealers.

The Authority has now in place an effective compliance and enforcement capability

which is essential for enhancing investor confidence and maintenance of the integrity

of the markets and that of market intermediaries.

ln exercising its regLrlatory role over the last nine years the Authority has faced a

number of cliallenges in compliance and enforcement. This also includes the need to

ensllre that the regulatory framework remains relevant and adequate to deal with the

challenges of developing the capitalmarkets.

The Authority has therefore effected the following specific lneasures:

Sanctioned market intermediaries who have failed to comply with the regulatory

requirenlents including revocation of licences of one investment adviser and one

brokerage firm;

Sanctioned some public listed companies for failing to fulfil listing requirements

and continued reporting obligation to the stock exchange.

o
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Tlris has resulted in at least four companies being suspended and delisted from the

official list of the stock exchange;

Enharrccd the capital requirernent for Stockbrokers and Investment Advisers from

an initial paitl up share capital of KShs.100,000 in 1993 to the present anrount of

KShs.5 million fbr brokers and KShs.l rnillion for ltrvestment Advisers;

Reviewed the rules and regulations and issr.red zrmendment or additional rules

wlrere necessary to strcngthcn the regulatory fiamework during the years 1992,

1994,1995 and 1996;

Issuecl guidelir-res to govent issuance of cotporate bonds atld commercial paper

during 1997;

Issued specific guidelines in 1998 to promote good corporate govertrance practtces

by listed companies through constitution of audit committees with efl'ect fronr

.lanuary 1999.

Major Capital Markets Legislative Review Under Way

A contprehensive review of tlie legislativc fratnework is underway as parl of measures

ail-red at elhancing the regulatory powers of the Authority as wcll as strengthettiltg

the sel{'-rcgr.rlatory mechanism of tlre stock excltange.

This comprehensive review has been completed and is awaiting publication and

tabling i1 Parliament for legislative approval. This also envisages the renaming of the

Act as the Capital Markets Act in place of the present Capital Markets Authority Act.

As part of this legislative action the Authority will also carry out a cotrrprehensive

review of rules and regulations. The revised rules and regttlations will be reisstted

dlri69 1999. The main l-riglilights of this legislative review include the following:

Specific provision 1'or regulating collective investment schemes to be included in

tlrc ncw Capital Markets Act,
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Powers to lacilitate the establishment of an independent appeal tribunal to

cotlsidcr and detennine appeals against decisions of the Authority in place of tlre

curretrt rcqltiretnettt where sucli appeals are refered to the Minister for Finance;

Powers to facilitatc appointntent of statutory managers to oversee the activities of
licensed intermediaries where it is deenred it is in the investors' and public

itlterest. This is an additional requirement to address the current situation wlerc

tlre other sanctiotts available entail suspending the licence or delicensing of sLrch

internrcdiary;

Specific provisiolt to empower the Authority to lully regulate the issuance of
public artcl private placements of securities including prornulgaition of regulation

or gtridelines to govern disclosure requirements. This is to address the cument

rveakness of fiagmented requirements under the Companies Act and the Capital

Markets Authority Act.

Legislative Delay Inhibits the Central Depository Project progress

As part of the major lcgislative programme a Central Depository Bill has been

prcpared and is awaiting pLrblication and tabling in Parliament. This Bill is aimed at

providing an errabling legislation lor the establishment of an important nrarket

irlll-astrLrcttrre to facilitatc efficicnt clearing ancl settlernent of capital markets

tratisztctiotts. TIte Cetttral Depository system is also to facilitatc tlre intmobilisation of
all share ccrtiflczrtes and an electronic transf'er of ownership witltout the physical

lllovelllellt ol'such certiflcates. This rvill contribute towards ntinintising systernic risk

ancl the settlettrent period which is envisaged to drastically incrcase trading operatiorr

at the stock exchatrge.

J'hc Authority has spcnt cortsiderable resources itr the drafting of the Lcgislatiol alcl

Project brtsittess plan. It is, howevcr, rcgrettable to report that this Central Depository

Bill arrd tltc Incidentiil Anrendrncrrt to the Capital Markets ALrtliority Act l.rave been

Pcncling lbr pLrblication and tabling in Parliantent for the last two years due to wltat

llre Attorncy General's office say is attributccl to othcr priority legislatiol.
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The Authority continues to press for the enactment of this now very priority

legislation, the absence of which is inhibiting progress in the development of the

capital markets and the economy at large. We have also been assured by the Attorney

General that the legislation is now receiving priority attention.

Human Capital Development and Improvement of Terms of Service

The most valued resources of the Authority are its human capital or the employees,

being a service organisation. During the last four years the Authority has recruited

additional professional staff to strengthen its functions. The Authority has further

reorganised lnanagemenl functions in order to position the Authority's services in line

with its demanding role.

The Authority continues to spend significant resources on the development of its

human capital as part of measures to ensure the maintenance of appropriate capacity

to deal with the challenges of developing and regulation the capital markets.

The Authority has in this regard spent significant resources on training during

lggT lgS when several staff members were sent overseas for exposure training and

attachment. CMA plans to continue with its training programmes albeit with limited

financing which has in fact necessitated a reduction on allocation for this purpose in

the financial year 1998199.

It is also important to note that the Authority has endeavoured and will continue to

enhance the terms of service for its staff in order to ensure continued attraction and

retention of professional staff, in the very competitive field of the financial markets.

The Authority's current staff establishment is now adequate and future recruitment

will only be restricted to cases of replacements.
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CMA Hosted Top Financial Markets Regulators in Nairobi

The year 1998 was significant in the history of the domestic capital markets as the top

world securities and futures market regulators gathered for the annual meeting of the

International Organisation of Securities Contmissions (IOSCO) in September. Tl-re

meeting significantly raised the intemational profile of the Capital Markets Authority

and the capital markets in general as it was the first such meeting to be held in the

African continent.

A detailed reporl on the milestone decisions made during the conference that will
have significant impact on the operation of the global capital markets is given

elsewhere in tliis report.

Capital Markets Authority Moving Towards Self Financing

As a public agency, the Capital Markets Authority continued to be wholly financed

from the Exchequer upto I 994. In July 1995 the Authority developed a framework to

facilitate the charging of fees for its services. This was a negotiated arrangement with

the capital markets practitioners and the stock exchange.

This period also saw the establishment of the Capital Markets Investor Compensation

Fund. The Minister for Finance gazetted the new fees structure in July 1997 that

empowered the Authority to charge fees for its services rnainly from public issues,

stock exchange transactions and licensing.

It is significant to note the following on the Authority's finances and accounts:

o The Authority's total revenue for the period 1991192 amounted to Kshs.20.8

rnillion comprisir-rg of Government grant of Kshs.18 million while the total revenue

position for the period 1994195 was Kshs.35.I million comprising Government

grant of Kshs.23.2 million.

The Authority's total expenditure for the period 1991192 amounted to Kshs.l3.7

nrillion while the total expenditure for the period l994lg5 amounted to Kshs.38.2

rnillion inclusive of depreciation of Kshs.2.2 million.

a
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Follolving the approval of the Authority to charge lees for its services, the total

irrcome Il'om services lbr the period 1995196 arroutrted to KShs.32.5 nrillion and

the Govenimeut grattt stood at Kshs.31 .l rnillion.

During the period 1996191 the Aulhority's income fi'our its services rose to

I(shs.4l.7 rnillion while Govemment grant stood at Kshs.25.8 million.

Tlre total iucome fiont services lbr the period 1997198 from its services was

KShs.46.9 r-nillion while Govemment grallt dropped to Kshs.2l.3 niillion'

Tlre Autltority's total expenditure for the period 1996197 amounted to Kshs.57.9

nrillior-r ipclusive of depreciation of Kshs.4.8 million. During the period 1997198

cxpelditurc rose to Kshs.76.5 million inch-rsive of depreciation of Kshs.4.8 rnillion.

'l-he rnaip contributing factor to thc increase in expenditure durirtg 1998 is largely

attributed to increased training, conference expenditr,rre and enhanced temrs o1'

service for the CMA staff.

l'lre Authority's surplus for the period 1991192 was Kshs.7.1 million wlrilc during

1994195 the Authority recorded a deficit of Kshs.3.1 million. Dr,rring 1995/96 the

Agthority achicved a surplus of 21.6 million. The surplus position reduced to

I(shs.9.5 rnillion during the period 1996197. The Authority recorded a deficit of

I(shs.8.2 million during the period 1998.

Reduced Dependence on the Exchequer

Thc [oregoir-rg positior-r derlonstrates that the Authority's total budget and revetrue

level flas incrensed over the last few years in line with its expanded capacity and

demand of its urandatc.

'l-he overall dependency on the Exchequer has also significantly reduced from 100%

dependency during the period preceding 1 995 to a position of less than 28o/o

clcpendency on Govemment support during the period ended June 1998.
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This position is expected to decline lurther during the period ending Jur-re 1999 as the

grarrt to the Authority has reduced to Kshs.l5 nrillion.

'fhe Authority has further undeftaken budgetary rationalisation in order to ensure its

self sttstenaltce within the next five years. In this regard the Authority's budgetary

policy entails a zero-based budgetary approach which requires each bLrclget itenr to be

revieweil artd justified afi'esh every financial year regardless of the position of
expenditure or revellue in the previous year. In this regard the Authority's total

btrclget lbr the periocl 1998199 is about Kshs.60 million as compared to the total

expenditr:re of Kshs.7(r.5 rnillion durir-rg the period errded June 1998.

It is also worthr,vliile to note that the investor compensation funcl which was non-

existent prior to the period 1994195 stood at Kshs.14.8 ntillion during tlie financial

year endecl .lttne 1998. The details of the accourlts are set out as annexes to this

report.

Irinally, it shoLrld be noted that the Authority's operations are geared towards a llon-

1trofit making but self sustenallce basis where reverllle equals expenditure.

CMA Plans of Action - 1999

As a leadirrg institution in the capital markets the Ar-rthority ntust continne to be pro-

active in positioning development of the markcts. lt must therefore implernent an

action orierrted progralnme that will contribute towards modemisation of the market

arld place the local capital markets appropriately in line with emerging development

of global financial markets. It is evident from the rcview of the perfonlance of thc

ALrthority lor the Iast r.rine years that the Authority lias rnade rnajor contribution

torvards the growth of the capital markets. There are, however, enonnous challeriges

yet to be tackle<l in tlie tasks of builcling a nroclenr capital market. The Authority will
etldcetvottr to ittrplement the following as part olcurrent priorities during 1999.
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l. Implementation of the Central Depository System Project

As alrcady stated, the unforesccn lcgislativc delay has ntacle the Cetltral

Dcpository Systcm project inrplcrlcntittion target datc elusive. 'l'he Atrthority

i1 collaboration with the Nairobi Stock Exchangc attd other stakc holclcrs will

epclcavour to see the implcnrentation of this project durirrg 1999. A two-protrg

irpproach elrcollpassing the pursuancc ol'thc legislative progralrtlle and the

sclectiol of ilvestors zrnd systenrs has been put in placc as a last track stratcgy

o l- i nipletrentatiott.

2. Ilstablishrnent of a Credit Rating Agencl'

l'5e cstablishmept of a credit rating agency has been in the Authority's plan

fbr tlie last lew ycars. Follorving tlic creatiotr of an enabling etlviroumetlt atrd

poticy clccisions i1 is now cxpected that thc intplemetitation of tliis desircd

olr.jcctivc rvill bc realiscci dLrrirrg 1999. Thc Autltority wi.ll collaborate with

el6er stzrke ftolders in {acilitating the cstablishmcnt olan East Al'ricatt ratitig

ag13lcy to be spcarheaded by an intcrnational rertirtg ageltcy. This is csscntial

in orclcr to clecpen the developttlctrt olatr active corporate debt markct.

T6e Authority rvill also sLrpport and rvork towards the issuance of guidelines to

qovcrn operations of creclit relcrencc burcaltx as llaft of its efforts to contributc

torvarcls crcclit discipline arld conlldetrce in tl-rc frnancial market.

(lonrprehensive Review of the Capital Markets Regulatorl' Ilramelvork

and Re-lssue of Revised Rules and Regulations

As alrcady indicated in this report thc rcview of thc capital tnarkets rules attd

rcgglations will bc undefiaken in adclition to the estzrblishrlent of a lcgal

h'antervork lor the Certtral Dcpository Systctl (CDS) and Incidcrltal

Anrenclnrcltts to tlie CMA Act. Thc Atrthority will complete this revicrv

clgripg 1999. It will also continue to press lor apublication and tabling of thc

CDS Bill 1nd htcidental Amendnrents to the CMA Act. The Authority also

plans to reissue tlte revised rules atld rcgLrlations during 1999.

3
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4. New Financial Disclosure Requirements

Thc Authority is in the process of finalising trre developrnent o1'a

ct'rtllllrehettsive sct ol'ttew capital rnarl<cts disclosurc requirentents lor both

pLrblic oflcring of secLrrities as wcll as continucd rcporting obligations, alror-lg

others. A stLrdy rvhich is underway is expected to be conrpletecl shortly and the

resultant recomtlrendations, wliich will be comparable to the best intematiolal

practice on disclosure requirements, will be issucd by thc Authority rluring

I 999.

5. East African Capital Markets and Securities Regulatory Authorities

Collaboration

As part of the initiative within tlie East African Co-operation, the East Afi-icap

Secr-rrities Regtrlatory Authorities have agreed to collaborate in the task of
builcling thc East Alricarr capital markets.

Thc Atrthority wrll cotrtinue durirrg 1999 to play its rolc towarcls this imporlalt

citLlsc in ortlcr to lacilitatc the hanronisation ol'the legal fi'amework and

policics goverling thc opcration of the caltital rnarkets as well as rnodalities

for building an East African capital nrarkcts irrfiastructure.

6 Policy Framelvork Governing the participation of Foreign portfolio

Investors

Tlre policy govertritrg the parlicipation of lorcign porlfolio investors in listcd

secttl'ities as piu't ol'the olt-going liberalisatiou of the capital r.narkets will be

revicwed during 1999 in consultation with other stake holders and the

Govcntmcut. Tlre Attthority will rnake specific proposals to the Government

ol'l s;lecific llleasures to facilitate cnhanccd parlicipation of foreign porttblio

illvcstors in order to supplenteut the lorv dor-nestic savings level. The plalled
review will, howevcr, cllsllre that the local investors will continue to play their

clue role in tlrc capital rnarkcts and will ainr at elinrinating perception of
irnposition o1'barriers on foreign investnrcuts.
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7. Establishment of a capital Markets Annual Review Forum

An annual review folunt will be facilitated by the Authority comprising of the

stock exc|ar-rge, stockbrokers, investnlent advisers, lund managers alrd listed

cotnpanies among others. This is airned at providing an opporlunity fbr

caltital trrarkets stake holders to share ideas, experiences and review the

pcrlomlnce of rhe market. It will also act as a forum for clevelopment and

scnsitising the rndustry of the plans of actiotr for the trext year.

8. Measures to Enhance Liquidity through Dealers

'flic Authority's plan to licence rnarkct dealcrs at the stock cxchangc as part of

llteasurcs to enftance liquidity was postponed. Tliis was due to the finagcial

nrarket volatility during 1998 ancl neecl for furlher consultation witli the

stakeliol6ers alnong other factors. The Authority plans to issr"re during1999

guidclincs on the operating ar-rd licensing modalities for the Dealers'

9. Nelv Financial Instruments

It is iprportalt to facilitate the erlergency of additional financial instruments tn

tlie capital markets. This is part of efforts to facilitatc increased savings ilr

finalcial assets and at the same time to develop alternative finaucial nrarket

instrunrents to raise capital. In this regard the Authority will, during 1999,

collaborate witli the Ccntral Bank of Kenya and other capital markets

practitioners to clevelop guiclelines whicl-r will help rnortgage finance

companies to issue "asset backed securities" on the basis of their well

perfoglilg mortgages. These new instrumerrts will facilitate the raising of

additiolral lotrg temr capital which will contribute towards the development of

the housing sector.

34



10. Development of Action Plan to Facilitate the Establishment of Collective
Investment Schemes

Thc lcgal l'ralltcw'ork to proviclc a suitablc cnvirorrrlerrt lor the cstatrlishntent

o1'collectivc ittvcstrt.tctrt schemcs is cxpectccl 1o be passcd cluring 1999. Thc

ALrthority willdtrring 1999 issuc specific guidelincs to prornotc and serrsitise

inslittrtior-ral ittvestors to creatc invcstnrcnt schemes such as nrutual furrds, unit

tnrsts ancl propcrty trusts.

I l. Development of an Ovcr the Counter N{arket (OTC)

During 1999 thc ALrthority plans 1o carry out a study to lacilitatc the

devclopmetlt ol'an iippropriatc ovcr the countcr markct. The ovcr the counter

rrlitrl<ct rvill facilitate high growtlr potential contpanies ltot yet cligible for

Iistiltg at thc Exchangc to raise capital through privatc placenrents ancl to lrave

esscrrtial sccondary nrarl<ct liquidity lor the issued securities.

'Ilre study will also devclop and tletcnlinc trading systerns and rules of
tradiltg, clearirtg and settlenrent rnechanisnr as well as cligible investors and

fl nancia[ products.

strategy Tolvards a consolidated Financial services Regulatory

Framework

Thc Capital Markets Authority welcomes the enactment of the Rctirement

Bencflts Authority Act in order to rcgLrlate the retrrentcnt and pcnsion sector.
'[his llrings tlte regLrlatory authoritics to threc, namely the Capital Markets

ALrthority, the Iltsurancc Comnrissioner and tlrc Retircment Berrcflts ALrthority

which regulatc a ltighly ilttcgratcd finarrcial services sector u,itlr potential

ovcrlappiug rcgLrlatory jurisdictiotts that coulcl impedc nrarket clcveloplt-rcnt. It
rs thcrefbrc ttecossary to harmonise and u,ork towarcls building a consolidated

fl'anlework lor the financial services sector in order to address the fragmentecl

positions.

12.
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In this regard the Capital Markets Authority plans during 1999 to consult with

the Commissioner of Insurance and the Advisory Board, the Retirement

Benefits Authority Board, the Central Bank of Kenya and the Ministry of

Finance on development of appropriate modalities that will help in building a

suitable regulatory framework for the financial services sector relevant for the

next millennium.

The emerging global trend now is to establish a consolidated regulatory

regime such as the Financial Services Authority of UK, the Financial Services

Supervisory Board of Japan, the Financial Supervisory Commission of Korea'

the Financial Supervisor of New Zealand,the Financial Services Board of

South Africa, the Securities and Investments Commission of Australia among

others

Conclusion

Finally, I wish to conclude by underscoring that financial markets are important

national assets essential for the enhancement of economic growth and prosperity'

Hence, every effort must be made to nurture them through the creation of a supportive

environment and the maintenance of an appropriate regulatory framework that

promotes market confidence and safeguards investors interests'

Paul K MellY
CHIEF EXECUTIVE
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'[op World Securities and Futures Regulators Annual Conference in Nairobi

'fltc w'orld's securities attd futttres rcgulators and members of tlrc financial comlnu,il.y

gatheredinNairobi fi'orn l2-l8ScptemberlggSontheoccasionoftlie 23''l Annual

Cotrlerence of the lntemational Organization of Securitics Comnussions (IOSCO),

hosted by the Capital Markets Authority of Kcnya. The Conference took place at a

tirlre of significant market volatility, and presented an invaluable opportunity to

ciisctrss the regulhtory and tnarket issues that currently conccrn the intematiolal

fi nancial coltrmunity and regr,rlatory authorities.

IOSCO's Contribution to Global Financial Markets

Dtrring the Nairobi conferencc certain nrilestone decisions were nrade particularly the

lutlt-rption of the lollowing:

(i) IOSCO docttntent orr Olr,iectivcs and Principles of Securities Regulation

IOSCO docutrcnt ott Itrtcnrational Disclosure Standards lbr Cross Borcler

Olfcrings and Initial Lislings by Foreign Issuers.

(ii)

(i) Regulators Agree to Adopt an Internationally Acceptahle Document on

Principles of Securities Ilegulation

lrl an cl'fort to itttprove tlte rcgulatorv ll'anrervorlt tor sccuritics. thc rcgulators meetiug

in Nairobi adopted the IOSCO Objcctivcs and Principlcs ol'sccuritics Regulation

cloclttlent.'l'his docun-tcnt scts out 30 principles ol-sccurities regulation, wliich are

lrased upon three objectives of'sccuritics rcgulertion. 'fhesc zrre:

Thc protection of investors;

Ensuring that nrarkcts arc lirir, efllcient and transparent; ancl

'flre reduction of systenric risk.

TIle 30 principles need to be practically irnplemented uncJcr the relevalt legal

fi'antework to achieve the objectives of regulation clcscribctl abovc. The principles are

groupcrl into eiglrt catcgorics.

a

a
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A. Principles Relating to the Regulator

l. The resporrsibilities of the regulatory shor"rld be clear and objectively stated

Tlie regulator shoLrld be operationally independent and accoLurtable in tlie

exercise of its functions and powers.

The regulator should have adequate powers, proper resources and the capacity

to perforrn its fiructions and cxercise its powers.

4. The regr"rlalor shoLrld adopt clear and consisteut regulatory proccsscs

The staff of tlre regLllator should observe the highest professional statrdarcls

incl udin g appropri atc stattdards of confi dentiality.

B. Principles of Self-l{egulation

The regulatory t'cgintc shoitld tnakc altpropriatc use of Self-R.egLrlatory

Organizations (SI{Os) that crcrcrsc sonrc dircct oversight responsibility fbr

tlreir respectivc arcas ol'conrpctcncc, to thc cxlcnt appropriate to the size and

conrplexity of thc tnarl<cts.

SROs should be subjcct to thc ovcrsight of'thc lcgulutor ancl should observe

standards of fairncss atid conlidcntiality rvltcrt cxcrcisiltg powcrs and

delegated responsibi liti cs.

C. Principles for the Enforcement of'Securities Regulation

The regulator slroulcl havc cornprehcnsivc ittspcctiott, irrvcstigatiotr atrd

strn,eiI latrcc powcrs.

The regulator should lravc comprchensive enforcenteut powers.

2

5

6

l

8

9
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l0 The regulatory systenr should ensure an eff'ective and credible use of
inspcction, investigation, surveillance and enforcernent powers and

irlpIementation of an effective compliance program.

D. Principles for Co-operation in Regulation

ll The regulator shoulcl have authority to share both public and non-public

infonnation with don-restic and foreign counterparts.

t2 Regulators sl-rould establish infotmation sharing mcchanisms that set out when

attd how thcy will sharc botli public and non-public inlormation with their

rlonrcstic aucl foreigu courrterparts.

l3 'l'he rcgulalory system shoLrld allou, lbr assistancc to be plovided to foreign

rcgulators rvlto need to ntakc inquirics in lhc discharge of their functions and

cxcrcisc o f' thci r po\\/crs.

I:. Principles lbr Issuers

Tlre rcgulatory systenr sliould sct standards lbrthc Iiccnsins and thc rcgulatiorr

ol'thosc who wish to ntarket or operate a collcctivc iuvcstnrent schcure.

l4 'l'ltcrc sltoulrl bc lirll. tinrcly antl accuratc disclosure oIf'rnancial results and

othcr inlbnlatior-r that is nraterial to invcslors' decisions.

15. Ilolclcrs of securities in a conrpany should be treatcd irr a fair and equitable

nliln Ilcr

l6 Accottntittg and auditing standards should be of a high and intemationally

acceptable quality.

F. Principles fbr Collective Investment Schemes

t7
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l9

20

24

The rcgulatory systern should provide for rules governing tlie legal form aud

structure of collectivc investment schemes and the segregation and protection

ofclient assets.

Regulation should requirc clisclosure, as set forlh under the principles for

issuers, which is trecessary to evaluate the suitability of a collective investmetlt

scSeme for a particular investor and the value of the investor's iuterest in the

scheme.

RegLrlatiol sl'rould ensurc that there is a proper and disclosed basis for asset

valuatiotr and tl're pricillg and the redernption of urrits ir"r a collcctive

investtnettt scheme.

Ci. Principles for Market Intermediaries

2l Regulation should provide for ntinirnttrn etrtry standards for market

intennediaries

22 Therc slould be initial and ongoing capital aud other prLrclential requiremetlts

lbr markct intenrediaries that reflect thc risks that the intemrediaries

undertake.

23 Market itrtemrediaries should be required to comply with starrdards lor irttcrtlal

organization and operational conduct that airn to protect the intcrcsts ol

clients, eusltre proper tranagement olrisk, and utrder which tltanagetrrctlt o[-

the intenrrediary accepts pritnary rcsporrsibility lor thesc matters.

There shourlcl bc procedurcs for dealing with thc lailure of a nrarket

ir-rtcnnediary in orclcr to minimizc danrage and loss to itrvestors and to contain

systemic risk.
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H. Principles lbr the Secondary Market

25 l'he esl.ablishutent of trading systenrs inclLrding securities exchanges should be

subject to regulatory authorization and oversigltt.

26 Therc should be orrgoing regulatory supervision olexchanges and trading

systeltls rvhich shoLrld aitn to erlsure that the integrity of trading is rnaintaipecl

throtrglt fair ancl eqLritablc rules thal strikc an appl-opriate balance betr,veen the

clernancls of dillcrcnt nrarket participants.

27 Regulation sliotrld pronrote transparency of trading

28 Rcgulation should be dcsigned to detect and dcter rnanipulation and other

rurtfttir trutling practiccs.

29 Rcgtrlation shotrld aim to ensure the proper manageulent o1'large exposllres,

dclault risk and nrarket disruption.

30 Sysletns fbr clearitrg and scttlemcnt ol'secLrrities transactions shoulcl be subject

to rcgulatory oversight, artcl designed to ensurc that they arb fair, effective ald

cf'llcient ancl tlrat thcy rccluce systcntic risl<.

(ii) Regulators Agree on International Disclosure Standards for Cross Border

Listiug

llt ortlcr Ibr sccurities rcgulators to l-acilitate cross border oflerings antl listings by

Iltttlttttatiottal issucrs, thc IOSCO agreed to adopt hannoniscd disclosure stanclarcls.

l'his wits tlottc througlr thc adolrtion o1'thc document "lntemational Discloslrc

Standards 1-or Cross Borcler Oflcrings and Initial Listings by Foreign IssueLS".

'l'his clocurtrent sets out the lbllowing disclosure standards to enhance cor-nparability

ol'inlbrrnation whilc cnsuring a lrigh levcl of investor protcction.

4l



a

A. Definition of Critical Terms

Affiliate of specified person/entity is one who, directly or indirectly either

controls, is controlled by or is under comnloll control with, the specified

person/entity.

Beneficial owner of securities is a person who, even if not the recorded owner

of the securities, has or shares the underlying benefits of olvnership.

a

a

a

a

a

a

company - the company whose shares are being offered or listed

Directors and Senior Management - includes company directors, members

of its adniinistrative supervisory or mallagelnent bodies, parttlers with

unlirnited liability, nominees to sere in any of the afore mentioried positions

and founders.

Documents - prospectuses and offering docurnents used in cotruection rvith zl

public offering of securities.

Equity Securities - includes conllnon or ordinary shares, prelerence shares,

options or rvarrants and any secr,rrities other than debt securities.

Group - a parent and its subsidiaries.

Home Country- the jurisdiction in which the company is legally organised,

incorporated or established.

Host Country - jurisdictiou, other than tl-re honte country' in which the

conlpany is seeking to offer, register or list its securities.

Pre-emptive issue - offering made to the company's existing shareholders in

order to permit thern to maintain their pro-rata ownership in the company.

a

a

a
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B Identity of Directors, Senior Management and Advisers

Idelltil'y the cornpany representatives and other individuals involved in the

listing.

Provide nantes and addresses of:

. directors

senlor tnanagement

principal bankers

legal advisers

sponsor of the listing

auditors (for the preceding three years, together with the rnernbership

of a professional body).

C. Offer Statistics and Expected Timetable

Provide key infonnation regarding the conduct of any offering and the

idcnli fi cation o I irnportant dates.

metlrod of offering (e.g. rights, general etc)

Expccted anrount of issue

expected issue price or ntethod of determining the pricc

nunrber of securities to be issued

trnre period during which the offer will be open

recervlng agents

rranner and dates on which amounts due are to be paid

nrethod and tirne limits for delivery of securities to subscribers
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procedure for the exercise of any pre-emption rights

tull description of the manner in which results of the distribution are to

bc nrade public.

D. I(ey Information

Sunrmarise key infonttation about the company firlar-rcial condition,

capitalizatiott atid risk factors.

five prost recent filancial years' data (or such shofier period that the

compally has been in operation).

such data shall include, at minimum; net sales or operating revenue,

itrcorle (loss) net income (loss) per share, total assets, net assets,

capital stock (excluding long tem-r debt) r-rumber of shares adjusted to

reflect changes in capital, dividend per share (in both the cttrreucy oI

thc liost and home countrY)

clisclosure o1'exchange rate betweetr home cottntry currency and host

country cllrrencY

statentent of capitalisation and indebtedness (distinguishing between

guaranteed altd uuguaranteed, secured and uusecured debt) as ofa date

not earlier than 60 days prior to the date of the document

estimatcd tret amount of the trlroceeds and each principal use thereof

clescription oIany assets to be acquired from the proceeds and their

cost

clescription of any othcr bttsinesses to be acquired frorn tlie proceeds

clcscriptiori of interest rate and maturity of any debt to be discharged

using thc proceeds
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disclosure of risk factors that are specific to rhe company or inclustry irr

order of priority.

E. Information on the Company

Providc inibmration about tlic conrpany's business operatiorrs, proclucts or

scrvices a,nd factors which affect the business

legal and commercial name of the conlpany

date of incorporation arrcl country of incorporation

donricile and legal form including the legislation under rvhich it

operates

registered office including address and telephone nuntber

rtame ancl address of agent in host country

important events in the development of the conlpany e.g. ruatcrial re-

c Iassi fi cation, lnergers, consol idati on, acquisitions or di sposal of

nraterial assets, etc.

principal capital expenditures and divestitures in the last three years

indication of any take-over offers by third parties for the contpauy or
i'

by the conrpany for other companies

description of the company's operations and its principal activities

including main categories of products/services for the last three years

clescription of conrpariy's principal markets, and other related maters

such as raw rnaterials, patents, licences, etc

clcscription of the group and the company's position irr the group
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F. Operating and Financial Review and Prospects

Management's explanation of factors that have affected the conrpany's

financial condition and results of operation for the historical peliods covcred

by the financial statements; and managemerlt's assessment of factors and

trends wliich are anticipated to have material effect on the company's financial

condition and results of operations in future periods. These explanations rvill

inclr,rde factors such as:

material new developments al'fccting the company's income

irnpact of inflation and foreigrl cun'ency fluctuations

impact of govemment economic, fiscal, rnonetary and political policies

licluidity and capital resources (sources)

research and development, patents, licenses

trends in products, salcs, inventory etc

G. Directors and Employees

Inftlnnation on the company's directors and managers that will allow investors

to assess such individuals' experience, qualifications and levels of

corlpeusation.

nalles, business experience, functions and areas of experience in the

a

description of matcrial tangible assets including leased propertics,

productive capacity of the company's facilities, how the assets are

held, etc.

company
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business activitics performed outside the cornpany

age

nature of any falnily relationship between any of the persons

amount of compensation paid and benefits granted

anrounts set aside by the conrpany to provide pension, retirement

benefits, etc.

dctails of directors' service contracts

number of employecs

clescription of any share ownership schernes 1'or ernployees and

directors

H. Ma.ior shareholders and Related Party Transactions

Provide informatior.r regarding the major shareholders and others that control

or rnay control the company.

Provide itrfomration regarding transactiorl's the company has entered into with
persons affiliated with the colnpany.

narles ancl number of shares of major sl'rareholders (5oh beneficial

ownership)

significant changes in percentage ownership

voting rights of major shareholders

Financial Information

Specify which financial statements must be included in tlre document, as well

as the periods to be covered, the age of the financial statements ancl other

irtflorrlation of financial nature; e.g.
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balance sheet

income statement

cash flow statement

changes irr sltareholders equity

audit reports

dividend policy statetnents

.1. The Offer and Listing

Provide information regarding the offer or listing of securities, the plan of

clistribution and re lated matters, e.g.

. olfer statistics

. Llllderwriting agreements

. targeted (potcntial) investors

. allotment criteria

. expcnses ofthe issue

K. Additional Infornration

Ar-ry infomration, uot covercd elsewhere in the docttment. Most of it is

statutory, e.g.

. urellorandtttn and articles of association

nraterial contracts

taxatlon
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(iii) Regulators Agree to Develop Guidelines on Regulation of Securities

Offerings through the Internet

Itttcrltct technology is profbLrndly aff-ecting the evolution o1'finalcial services

activitics. At a relertivcly low cost, the Intemet oflers unprecedented inlletliacy,
t'lexibility ztttcl itrterarclivity, nragnifying the financial services iriclustry's ability to
reach ittto the invcstirtg public. Thcse developrnerrts provide significant advaltagcs

lbr [lrlarlcial scrvice ltroviders and investors alikc, but they also present ncw

cha l l cngcs lbr sccLrriti es rcgulators and sel f-rcgulatory organ izati ons.

Itt t'cspoltse to thcse challcnges, thc IOSCO Tcchnical Conrn.rittec's Intenret Tzrsk

Fot'ce. rvith participation ll'om the EMC and the SRO Consultative Cornntittee,

prcparcd a rcport that provides guidance on the inrpact of the [ntentet on securities

l'cgtrlatiotl. 'fhis Report, w.hich ltas been endorsed lor publication by the Technicai

Cottltttittec, addrcsses the rcgulatory and enlbrccnrcnt issucs poscd by sccurities

activilics conducted ovcr the Interrrct.

-[-lrc 
RePort scts out live l<ey principlcs that shoLrld guiclc regulatory approaclres to thc

Ilttcllet atrd that shoulcl be consiclered rvhcn fomrulating policies regarding specific

activities on the Internct:

tlle lirrlclantental prirtciplcs of securitics rcgulation apply eclually to securities

tctivity oll thc Ilttcntct as to securities lctivity using nrorc traclitioltll

cottltltLtlticittiotts Ittctltocls. Hcucc. the usc o['tltc Intcrnet {br sccurities

lratlsttctiotls shottlcl be subject to regulatiorr that pronrotes the fgrrdarneptal

objcctivcs of tltc protection olinvcstors, marl<et thintcss, efficieucy lpcl

trzursltarency, and thc redLrction o1-systcmic risk;

a

a ctltlsistctlt rvith tltc lttttcliulcntitl principles o1'secLrritics regulation, rcgulators

shotrlcl tlot t-tttttccessarily impede the lcgitintate use o1'thc Intcnret by r1:rrket

llartrcillants attcl Itrarl<cts. They shoulcl resist imposing any ntorc restrictiops orr

tltc ttsc of the Ittterttet thatr arc neccsselry to prot.ltotc thc liru<iantental

objectivcs of sccurities rcgulation in thcir countries;
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regulators should strive for transparency and consistency regarding how their

regr"rlations apply in an Intemet environment;

regulators should cooperate and share infonnation in order to rronitor and

lrolice securities activity on the Internet effectively; ancl

regulators should recognize that electronic media and the use olsuch meclia is

likely to evolve.

(iv) Statement of the IOSCO Technical Committee on Year 2000

The Year 2000 issue presents a serious challenge to tlie world's financial markets.

Calendar dates are part of every securities transaction, and directly or indirectly alfect

sLrch critical processes as delivery and payment obligations, risk managemeltt, and

procluct design.

At rnidnight on January 1st, 2000, the internal date in many of the world's computers

will clrange froll " l2l3ll99" to "01/01/00". All hardware zrnd software that uses the

two-digit year convcntion will potentially malfuuction because the systems will

incon'ectly read tl-re latter date as the year 1900 or some other emoneous date. It has

been estimated that, without corrective measures, 90% of all computer applications

worldwide will fail or create erroneolls results because of an inability to properly

recognize the century change.

Two leatLrres of the Year 2000 event stand out, that is, it will occur simultaneously lor

all organizations, and it cannot be delayed or del'erred. The potential operational

problents will range from the obvious, such as hardware shut down, to subtle, such as

data corruption resulting from embedded date calculatious. Because the world's

securities tnarkets are highly interconnected, a disruption in one segment can spread

cluickly to others.

Thc Technical Contn,ittee is concemed that securities rnarket participants and related

parties slioulcl be adequately addressing thc risks associated with Ycar 2000 in

sul'ficient time.

a
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While the Technical Cornmittee recognizes that there are corrrpeting resource

detnands on firms and regr,rlators alike, the failure to adequately confront this problenr

tlay lietve very serious, and in some cases catastrophic, collsequences for firms ar-rd

tnarkets. The Technical Committee therefore exhorts all IOSCO rnembers and

market participants in their jurisdictions to take all appropriate and necessary

action to address this critical matter.

Year 2000 is not simply a technology issue, but a core busincss and regulatory

corlcem. As such, it rnust receive the attention and support at the highest levels within

all alfected organizations. The risks that Ycar 2000 pose must be carefully identified

and addressed. The following risks should be considered, at a minimum:

a completion risl<: priorities nrust be established and a business plan developed ir-r

the event that all cornputer processes cannot be converted in tin-re;

irnplernentation risk: adecluate planning must consider that projects may be

delayed or encounter unforeseen problems;

relationship risl<: all extemal systern relationships (e.g., vendors, counterparts,

agents, clients, regulators) must be evaluated lor their potential eflbct on the

organization if thesc cxtcrnal systems are not ready ir-r time;

continrlcncy risk: the organization ruust identily reasonably lorcseeable

operational dismptions that could occur even if it believes that all of its internal

and extcmal systerns arc Year 2000 cornpliant; and

lcsal risl(: the organization rnust evaluate what liabilities it will incur if its systems

zrre not ready in time, including the likelihood that market authorities will not

acccpt a lailr.rre to prepare lor Year 2000 as an excuse lbr non-cortrpliance with

rcgLr I atory requirenrents.

a

a

a

'fhc l<ey elements of dealing with these and other risks are thorough evalnatiorr,

planrr ing ( inc l uding conti ngency planning fo r possible post-implementati on

probIems), inrplementation, arrd testing.

As o1'the date of this statcntent, evaluation, planning, and irnplementation should be

well under lvay, rvitlr the objective of completing tlrese stages by the end of 1998 in

order to alloiv for a year of testing in 1999.
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Timely preparation for this event also requires co-operation and communication

within and across markets. The Technical Committee encourages IOSCO members to

consult with each other on efforls within their jurisdictions to meet this challenge.

Moreover, members should have ir-r place effective infonnation sharing arrangements

to cleal with firm or market disruptions that may occur at the start of the next

rnillennium. In this regard, the Technical Committee directs members to its

publications dealing with co-operation and infbrmation sharing to deal with market

and firm disruptions.

To further promote member readiness, the IOSCO Secretary General will serve as a

clearinghouse fbr references to Year 2000 materials that members consider useful.

This information will be available on the IOSCO Internet Web Site, located at

http ://www.iosco.org/.
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(t') Kenvil's Minister For Finance Advises Top Global Financial Markets Regulators

l(ctlya's Niiltistcr fbr Fittitt-tcc, I-lon. Simeorr Nyachae, bcgun by cxtcuding a very warm apd

hearty rvclcottte to the visitors and u,ishcd them a pleasant stay in Kcnya. He encourage6

tltetrl to takc tinte alter tlic conl-erence to scc our tourist attractions. I-lc intinrzrted tliat

Ketlyittts felt horroLrred that thcir courttry hacl bcen choscn as a veuue lor such an iprportllL

ittterttatiottal conlcrence that r,vas being helrl on thc Afi-ican soil lbr thc first tinrc.

'fhe Ministet'nolecl that cluring the last one clecadc, il ncw world order has enrergccl

charactcriscd by clrastic ecol-tot-ttic changu's rtcccssilrrtirlg a concerted progratl of litrcralisation

of thc afflectcd econotries rvhich has nrinimisecl the rolc of the state in conrncrcial business

u'hilc streugtltening the rolc of stiite in the clevelopnrerrt olappropriale ltolicies in orcler to

intprovc the olterating envirot.tnrcrtt. including the clcvcloprntent ol'ap1'rrollriate legal

liat-ncrvork. In adclition, hc obscrverl. this nccessitated a rcvier.v olrcsponsibilities of

rcgulatory auct-lcics to eusurc thcy remained up to clate. Furtherntorc, crnergeuce of this ncw

u,orltl ot'cler ltas givcn risc to thc cstablishntcnt olucu, rcgulatorv agencics to prol,icle

oversiglrt in a rrunrbcr ol'specialiscd llclds.

These changcs, he litrther obscn,cd, had enormous inrpacts on tlic capital and finatrcial

ntarl<cts aucl continucd to cxcrt pressurc ou tlrc regulators as thcy eudeavour to cope with

rcgulation ol'ttcr'v attd introvativc flnaucial proclucts that have enrergcd ars thesc markcts

tliversily ancl cxpartd as a result of mobilising capital and nranaging ncu,risks. The Minister

otrscn'cd that the nc\\/ sccuario coLrplccl rvith lechnological advances ancl globalisation of

thcse tlarkets, crcatcd new challcnges aurclotrrporturrities lbrboth rlarkct practitioners and

rcgulators alil.:e rtcccssitating the added neecl lormorc collaborative anclcollective eflorts

vr'itliin artd betrvecrr cor.urtries. He statccl that this rvas esscntial in order to enhance and

lrarttcss tltc rtcrv clcveloprnent in tl-re capital and flnzrncial marl<cts, fbr lirster econortric growth

arrtl lor inrpror.,enrcnt of thc living standards ol'tlie r,vorld's poor.
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Nonctlieless, he pointecl out tltat, altliough thc new scenario offcrcd ltope for tl-re

crrierging ccorronries of thc worlcl to access cxtenral capital, it was irnperativc that

tlreir Ilrrancial systcnrs trc transparent, cfficicnt ancl well managcd which coulcl only

liappen if lhc regLrlartory cnvironnrenl lacilitates the developmcnt of crediblc markcts

that rrurture innovation otr a sttsterittable basis.

Globalisation ol'thc capital and financial niarkets, lte intirnatecl, rnadc it imperativc lor

c\/ery country to pay attcntion to thc dcveloptnettts in otlter parts of thc worlcl. For

this rcason, national devcloprrent stralegies, in the field of firtancial trtarkets, treed to

bc consistcnt r.vith global cxpectations of thc tnarkct playcrs. lndeed il-thcsc

expectation are not ntet, capital will rnove out quicl<ly to tlarkets that are more

cnabling. It is this phenomenon that is niaking the world ecottottties closely irtter-

clepcndent with capital flowing freely lrom one tlarket to another. Similarly, the

ilhcrcr1t ntarl<et risl<s nrove swiltly ll'oln onc ntarket to attother. This has bcerl clcarly

clentonstratccl by the recent developnrcnts itt both Sotrth East Asia and Russiti. Market

ipstabilitics in thc trvo rcgions rcsultecl in hugc losses artcl alfected all nra.iorcapital

rnarl<cts o l' tlrc u'orld.

IIc lirrther urrdcrscored the fact that in a globalizcd world econonly. all financial

ntarkets, whcthcr large or srlall, are inrportatrt actors itt otte fon-u or anotlter ancl

raclical ntarket fluctuations can be minirnizcd if thc appropriatc Inessage is

disscnrinatccl to thc ntarrkct players and thc rcgulations used to redttcc ovcr rcactiotr.

The Ministcr told tlre gathcring that the Governntctrt o1'Kenya attachcd a Iot of

intltortancc to thc clevclollntent of tltc capital ntarkets arttl tltc overall strengtliening of

thc fitrar,cial markcts as a l'ccognition of thc lact tltat an cfficicnt financial sector

constitutes one olthe critical pillars of a well fi-rnctioning markct economy. It rvas in

this rcgarcl, l.re notcd that the Governnrent cstablished thc Capital Markets Autl-rority

which hacl playccl an iutportant rolc in thc firrther clevcloprnent ancl stabilizaliotr o['the

sccuritics nrarkct in Kenya. Hc furthcr noted that sincc inception, thc Atrtliority had

intprovecl the opcrating cnvirolrment to thc extcnt tliat intetnational ittvcstors are ltow

an cssential component of tlic Nzrirobi Stocl< Exchangc.
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[]e further told the gathcring that the Central Bank of Kenya and the Capital Markets

Autllority are tlte two lcading regulators in thc ntoney and capital nrarkcts antl are

vcstecl witlr aclequatc ltowcrs to ensure development of viable financizrl markets

opcrating in a souncl regulatory environment and also irt nccordance rvith thc

itttcrnational standards. Thc two institutions, lic.ot-rserved, hacl the aclded

rcsporlsibility of enforcirrg both cthical and operational standards rvhich are necessary

to position the local I'rnancial markets appropriately in thc global rnerrkct.

I-{c observed that antong the most challenging tasks of capital and financial rnarkct

t'cgulators is the creation of f inancial harmony in thc erncrging economic ancl

Ilotrctary ut-tions. Transition fi'om national to rcgional rnonctary and capital

aLrthorities though, callecl lbr a high degree of co-operatior.r and collaboration. -[lre

Minister notecl tliat Kcnya, likc many other countrics reprcsented at the conference

was a tretnber of a regional group namely the Comnron Market for Eastcrn and

Soutltcrtr Afi'ica (COMESA) which brings together scvcral indeperrclcnt national

regulettors to rvhon-t, rntcgration proceeds, the nccd {br hannonization and consistency

o1'{lscal and monetary policy rvill become important. Otherwise market l'ailurc in one

country can lead to a rcgionul collapse as occurrcd in Soutlr East Asia.

Aliica, the Minister notcd, nceded to attract invcstrnents l'ront extemal sourccs to

supplcment thc lorv dotncslic setvirrgs to finance the rcsource gaps ivhich was only

lbasiblc lry turning to thc global {lnancial niarkets. Thc onLrs, hc added, restccl with

thc capital tnarkcts regLrlators whosc duty it is to ensurc the elimination of lrarricrs to

caltital llorvs.

On thc l(cnya ccoltonry thc Minister inlomecl thc gathering that various policy

tllcasllrcs to revitalize thc ecortorly and achicve high grorvth rates had been

itttpletrrented u'tth a vicw to cnhancing private sector growth. He observecl that

tttat'l<ct rcgLtlators hacl au eltonlous responsitrility ol' rcshaping tlie worlcl lmarrcizrl

ntarl<cts attcl to ensLrrc thcy rctain intcgrity, cultivatc confidencc of all the lilaycrs ancl

cltsut-c snrooth integratiott of thc global financial systcnrs. He lurtlier statcd that it is

ttcccssary that regtrlators nccclccl to dcvelop gLridelincs rvhich rvill ruintmize

clistortiot'ts on financial ntarkets opcrations and influcnces caused by financial

spcculators.
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In this regard, the Minister emphasised the need for regulators to understand the

rnarkets well if they were to ensure the regulatory environment did not become an

iurpedilnent to ntarket growth and efficiency by curbing on such vices as r.rnfair

niarket practices, insider ttading, price manipulation and money laundering.

l'he Minister concluded his opening statement by underscoring the essence of

maintaining market intcgrity, confidence and protection of investors through

rnaintenance of high ethical and performance standards in all market operations.

Finally, he wished the participants well in their deliberations and looked foreword to

rcceiving their final reconrurendatior:s and suggestions which could be adopted For

irnplementation in order to improve capital and financial markets in l(enya as part of

global initiatives.
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Comparative Market Statistics: 1990. 1998

Table 1 - Gross Market Statistics uities

* Provisional

l,(
1990 l99l t992 t993 1994 I 995 1996 t997 1998t

Tumover
Ksh. bm)

0.23 0.30 0.38 0.82 3.08 3.34 t.96 6. 15 4.56

Shares
vol. (m)

I1.0 16.60 14.80 27.30 42.76 62.10 I13.60 r43.47 111.11

Mkt Cap
(Kstr. bn)

10.9 12.71 23.O 72.O 135.83 107.20 98.68 I 14.31 128.94

Index 915 958 tt67 2514 4559 t469 31 14 3l l5 2962
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1995 1996 1997 1998*
Market Cep.
(Ksh. bn)

Agricultural 14.50 13.62 11.74 14.88

Commercial 7.25 12.50 13.81 15.23
Financial 50.85 41.77 43.93 48.01
Industrial 34.61 30.80 44.83 50.82

Turnover
(Ksh. bn)

Acricultural 0.25 0.20 0.59 o.45
Commercial 0.50 0.83 0.97 0.64
Financial 1.53 1.75 2.50 1.86
Industrial 1.06 1.18 2.09 1.61

Table 2 - Sectoral Statistics (Equities): 1995 - 1998

* Provisional

Sectoral Market Capitalisation 1995 - 1998
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1995 1996 1997 1998*
Turnover
(Ksh. bn)

0.22 0.99 2.23 l.l6

Net Inllow
(Ksh. bn)

0.t7 0.60 1.58 0.08

Table 3 - Foreign Investors Statistics (Equities): 1995 - 1998

* Provisional

Table 4 - Bond Statisticsz l99T - 1998

1997 1998*
Turnover (Ksh. bn) 15.08 8.22
* Provisional

Table 5 - New Public Offerings and Rights Issues: 1990 - 1998

1990 l99l 1992 1993 1994 1995 1996 t997 1998 Cum.
Total

No. of
New
Issues

I I 3 2 3 5 3 2 20

No. of
New
Stures
(m)

9 3.20 42.63 3.60 98.0 366.90 63.89 37.42 624.64

Value of
New
Strarcs
(Ksh. h)

0.30 0.04 0.50 0.06 2.80 4.93 1.94 2.to 12.67

r 15. d new stene (M)

{- Valrrof rcwslws

Number of New Shares Vs Value of New Shares 1990 - l99E
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L

Table 6 - NSE 20-Share Index Companies (Market Cap., Kshs. bn.)

Kenya
Ailrv s,/('lvlC 'k

N4 otols

n ('M(l I Io lngs was an SE-20 Share In conlpany replaced by Kenya

Airu,ays in 1996 otru'ards.

T'able7-NSETop l0 Companies in Market Capitalisation, 1995

t r Nl lt (t lt.l llitrl,tl ( .lsrilrtli*utit'tt t{t rllr. hrl;

2

-)

4

5

6

7

8

9

1

. Barclays Bank

. Brool<c Bond

. Stanclarcl Chartered Bank

. Kcrrya Cotnuercial Bank

. British Arnerican Tobacco

. Biintburi Ccmeut

. Total Kertya

. National Biurk of Kcnya

. Fircstonc
0. Diamond l'rr"rst

'I'otal
ir ",, r;l /,,irtr .l lttt'i,i i { tllt

16.82

9.29
8.74
7.15
(r.(r8

5.73
4.7 5

4.65
4.59
4.t3

72.56

1 995 I 996 1997 I 998

9.29 8.21 5.38 6.89Blooke []ond

0.6 r 0.7 5 t.230.7 5

1.9t 1.88 2.76Kakuzi

GcorEle
Williaurson

1.84
1.50 2.3 8 2.66Sas irr i 1.62
3.95 3.46 3.760.72

2.74 2.49 1.402.34
1.30 2.34 4.88Nation l\4edia I.t6

2.34 2.641.60 2.14LIclrumi
Supelnrarkets

14.79 20.06l(r.82 12.79Balclays Bank

1.73 1.754.13 2.54I)iarnond Trust

6.908.08 8.647 .15Kcnya Comrn.
Bank

8.327.99 7.5 88.74Standarcl
('hartercd Bank

13.0713.16513 4.72
5.7 43.7 54.73

IJanrhuri Cetnctrt

Ur itislr Aurcricart
'[-obacc<-r

(r.(rS

1.28 1.391.05BOC Gases t.42
3.1 8 6.273.313.52Llast All'ican

Rlcrvelics
o.t20.53 0.380.53Ilast All'ican

Packaging
L00 l.l40.911.03Kcnya National

Mrlls
9.50 9.892.48Kertya l)on'c-r 3.08
2.94 2.744.79 3.64J'otal Kcuva

r 03.6488.9382.21 75.12-l'otal

77.80% 80.38%)76.13%82.29n1,,\s'2i, ol'-[otal
Market ('ap.
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Table 8 - NSE Top l0 Companies in Market Capitalisation, 1996

Table 9 - NSE Top l0 Companies in Market Ca ation, 1997

Table I0 - NSE To l0 Companies in Market Capitalisation, 1998

('tltt,/,{tn.l \ Ittrf,t| {'tt1tiluIitrtlirttr t h.' r/tt {tn I

l. Barclays Bank
2. Brooke Bond
3. Kenya Commercial Bank
4. Standard Chartered Bank
5. Firestone
(r. British Arnerican Tobacco
7. Banrburi Cement
8. Ker.rya Airways
9. Total l(enya
10. East Alrican Breweries

Total
i. r.,1.r r!lii, irl,l:fr,,fi ,1,

12.79

8.21

8.08
7.99
5.10
4.73
4.72
3.95

3.64
J.-1 I

62.52
,.,.: :it, ,,

l. Barclays Bank
2. Barnburi Cemcnt
3. Kenya Powcr & Lighting
4. Kenya Conrmcrcial Bank
5. Standard Clrartered Bank
6. Brooke Bond
7. Firestone
8. British American Tobacco
9. Kcnya Airrvays
10. East Aliican Brcweries

Total

14.79

13.16

9.s0
8.64
7.5 8

5.38
4.36
3.7 5

3.46
3. 18

73.79

{ *nrlttut,y' llut'l,t,t ('rrptituli**tittrt Ihtlr*. htt t

l. Barclays Bank
2. Bar-nburi Ccrnent
3. Kenya Porvcr & Lighting
4. Standard Chartered Bank
5. Kenya Comrnercial Bank
6. Brookc Bond
7. East All'ican Brcwerics
8. Brrtish Anrerican Tobacco
9. Nation Media Group
10. Fircstonc

Total
: " 

l l' 
" 'l' l"'t 

'

20.06
13.07
9.89
8.32
6.90
6.89
6.27
5.7 4
J+.88

4.48
86.51

t trutlltttt.r' \ltrkt,t ( irltitulitttliorr (ltslt.,. lttrj
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Table I I

Other Market Statistics 1994 1995 1996 1997 1998

No. of listed cornpanies
No. of licenced market operators

5(r 56 57 57 56

Stock Exchanges 1 1

. Stockbrokers 13 12 20 20 20

. Investment Adviscrs 19 19

Authori sed Depositortes 5 5
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FOR TI-IE YEAR ENDED 30 JUNE 1998

('( )N'fI1N.l'S

Authority rnenrbers anti advisors

I(cport ol'thc rucmbers of the Authority

llepolt ol' lltc auditots

Inconrc irncl cxpcncliture accolurt

Ilalaucc she'ct

('ash florv stateruent

Nolcs to tlrc llnaucial statements

PAGES

64

65

66

61

68

69

7o-14

(r3



CAPITAL MARKETS AUTHORITY

AUTHORITY MEMBERS AND ADVISORS

M ITMBITRS OFTHE AUTHORITY

I-he present nrcntbet's of the authority are

Mr Denis D Afhndc
Mr Isaac Awuondo
Mr George Ayino
Mr' .lanres lloyd McFie
i\,h'Kinranthi Mutua
Mr Leonalcl Njagi
Dr li.du'ard Santbili
Ms Malgaret Clhemengich
N4r N'licah C'hesereur

Ilon Amos Wako
Mr .loscph Kinytta
l)r'l'horr.ras Kibtra
Ml Dan Au.reyo
Ml l)aul K Melly

(]HIEI'EXECUTIVE

Mr Paul K Melly
P O Rox 74800
Nailobi

I}ANKERS

Kcnya ('omtnercial Bank Lirnitecl

I'laranrbce I)laza
P O Box -58166
Nairobi

Savings and l,oans Kenya Limited
Mama Ngina Street
l'O Box 49 129

Nairobi

AtIDIl'ORS

Deloittc & Toucl.re
"l(ilungii", I{ing Road, Wcstlands
P O Box 40092
Nairobi

(lhairnran

Pcrnranent Secretary to the Treastrly
Govenror, Centlal Bank of Kenya
Attorney Gcneral
(Alternate to the Permanent Secretary, 'l'reasury)

(Alternate to Governor, Central Bank of Kenya)
(Alternate to Attorney General)
Chief Executive
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CAPITAL MARKETS AUTHOzuTY

REPORT OF THE MEMBERS OF THE AUTHORITY

The members of the authority have pleasure in presenting their report and audited financial sratements
for the year ended 30 June 1998.

INCORPORATION

Capital Markets Authority is a body corporate established under the Capital Markets Authority Act,
Cap 485A, 1989, which became operational on l5 December 1989.

ACTIVITIES

The Authority promotes and facilitates the development of an orderly, fair and efficient capital market
in Kenya. It licences, regulates and supervises the operators in the capital market.

RESULTS

I 998
Sh

Total income from services for the year
Total expenditure for the year

46,992,092
76,551,961

Gross deficit from services

Government grants

(29,565,87 5)

21,328,700

Deficit transferred to the general fund (8,237 ,17 s)

AUTHORITY MEMBERS

The present members of the authority are shown on page 64.

AUDITORS

The auditors, Deloitte & Touche, have expressed their willingness to continue in office.

BY ORDER OF THE BOARD

Chief Executive

Nairobi, October 22, 1998
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lleloitte s
Iouche

A Certified Public Accountants
(Kenya)

"Kirungii", Ring Road, Westlandt
P.O. Box 40092
Nairobi, Kenya
Telephone: 254-244 1 344 I 05- 1 2
Facsimile: 254-2-448966
Dropping Zone Box No. 92
E-mail: admin@dtti.co.ke

REPORT OF THE AI.]DITORS
TO THE MEVIBERS OF CAPITAL MARKETS AUTHORITY

Wc have auditcd the llnancial statcmcnts on pagcs 61 tol4 and have obtaincd all the inlirrnration and cxplanations
considcrcd necsssary tor our audit.

The financial starernents are the responsrbrlity of the members of the authority. Ourresponsibiliry rs to express an

opinion on the tlnancial statements based on our audit'

We conducted our audit in accordance with generally accepted auditing standards. These standards require that we

plan and pertbrrn the audit to obtain reasonable assurance as to whether the financial statements are liee of material

misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the

financial statements, assessing the accounting principles used and significant estimates made by the directors, and

evaluating the overall financial statement presentation.

In our opinion, proper books of account have been kept by the Authority and the financial statements, which are in

agreement therewith, comply with the CMA Act and give a true and fair view of the Authorify's state of affairs at

30 June 1998 and ofits deficit and cash flows for the year ended on that date.

L<. { /1a.*cLa

I b NoUev,,l-et rrsl

Partners:
D.M. Ndonye V.M. Allen' H. Gadhoke'
N.R. Hira S.O. Onyango J.W. Wangai
British'

0ddtteTude
Iohmatsu
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CAPITAL MARKETS AUTHORITY

INCOME AND EXPENDITURE ACCOUNT
FOR THE YEAR ENDED 30 JLINE 1998

FEE INCOME

INTEREST INCOME

OTFIER INCOME

TO'|AL INCOME FROM SERVICES

EXPENDITT]RE

GROSS DEFICIT FROM SERVICES

GOVERNMEN-| GRANTS

(DEFICIT)/SURPLUS FOR T}IE YEAR

Note

10

2

I 998
Sh

1997
Sh

40,678,184 34,678,550

3 .951 .452 5 ,77 3.fl 5

)

2,356,456 1,2t9,359

46,992,092 4t ,611 ,084

16,551 .967 57,971,431

(29,s6s,875 )

21,328.100

( r 6,300,347)

25,853,980

(8,231 ,t7s) 9,ss3,633
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CAPITAL MARKETS AUTHORITY

BALANCE SHEET
3O JLINE I998

FIXED ASSETS

STAFF CAR LOANS - LONG TERM

CURRENT ASSETS

Debtors
Investors Compensation Fund bank balance
Staff Housing Loan Fund bank balance
Staff Benevolent Fund bank balance
Fixed deposits
Bank and cash balances

CURRENT LIABILITIES

Creditors
Investors' Compensation Fund
Staff Benevolent Fund

NET CURRENT ASSETS

Financed by:

CAPITAL FUND

GENERAL FLND

Note

4

9

9,803,211 13,811,495

3,226,403 3,949,921

1 998
Sh

9,242,133
I 3,603,130
12,850,000

531,552
r2,000,000

1,379,601

7,942,460
14,839,522

474,052

29,884,508

9,495,488

1997
Sh

6,179,136
12,748,168
7,850,000

344,352
20,533,555

3,079,071

6,099,209
14,867,466

286,852

29,509,508

11,732,663

5

6

49,606,4t6 50,134,282

7

8

23,2s6,034 21,253,527

26,350,382 29,480,155

39,379,996 47,242,171

10

39,379,996 47,242,171

The financial statements on pages 67 to 74 were approved by the Members of the Authority on

October 22, 1998 and were signed on its behalf by:

CHIEF EXECUTIVE

CHAIRMAN
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CAPITAL MARKETS AUTHORITY

CASH FLOW STATEMENT
FOR THE YEAR ENDED 30.ITINE 1998

NET CASH (OUTFLOW)/TNFLOW FROM
OPERATING ACTIVITIES

RETURNS ON INVESTMENTS AND SERVICING
OF FINANCE

Interest received

NET CASH INFLOW FROM
RETURNS ON INVESTMENTS

INVESTING ACTIVITIES

Purchase of fixcd assets

Ploceed of sale oI'fixed assets

NET CASH OUTFLOW FROM
INVESTING ACTIVITIES

NET CASTI (OUTFLOW)/INFLOW
BEFORE FINANC]ING

INCREASE IN CASH AND CASH
EQUIVALENTS

Note

I l(a)

11(b)

I 998
Sh

1997
Sh

(8.567.433) r8.890.327

4.881 .611, 5,008,230

4.887,671 -s.008.230

(51 1, r 0r) ( 1,782,88s)
81,750

(_sl r,l0l) (r,70r,r35)

(4.190.863) 22.197.422

(4.190,863) 22,191,422
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CAPITAL MARKETS AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS
FOR TI{E YEAR ENDED 30 JLTNE 1998

2

A('COUNTINC POt-ICIES

(a) BASIS OF ACCOUNTINC

'l'hc financial statements havc bccn preparcd under thc historical cost basis, nrodified to

include thc rcvaluation ofcertain fixed assets.

(b) COVERNMENT GRANTS

Covct'nntcnt grants are accountecl for rvlrcn received.

(c) FEES, INTEREST AND OTI]ER INCOME

Fccs, interest and othcr inconrc arc accounted for on thc accruals basis.

(d) DEPRECIATION

Dcprcciation is calculatcd to rvritc off tlrc cost of fixed assets ovcr thcir cstrn-ratcd Lrscful livcs

ut thc follorving rates:

Furniture and fittings lZ.5%
Equipnrcnt 20%
Motor vehicles 25%

I 998
Sh

1997

Sh

FIIE INCIOME

NSE - Transaction fcc's

Application and liccrrsing fces - currcnt ycat'

- pnor ycar
(lrpitalisltion, rights and ncw issues fccs

EXPENDITURE

Personncl costs
Mcdical Schctne and Insurancc cxpenscs

Motor vchiclc running cxpenscs
'['raining and confercnces
1'clcphonc and postagc

Entcrtainlllcnt and public rclations
Subscliptiorrs
A Lrthority trrctlbers al lowanccs

urilitics
PLrblic Education, printing and stati<lnery

Staff unilornrs
Rent
Prolessional and Markct Dcvcloplrrcnt Serviccs

Conrputcr uud cqttiprrrent opcrating cxpcnscs

Audit lecs - currcnt year
- priol year

Dcpreciation exPcnsc

t4,341,604
4,989,500

l(r,073,958
4,(t19,174

( r 8s,000)
14, r69,8 r 82 t,147,080

40,678, r 84 34,678,550

-1

32J27,328
t,934,599
t,\D2,074

r I,I 73,730
1,7(t4,356
l,(r24,-168

I .1 r 7,876
I,t74,626

842,422
4,862.907

212,384
10,034,534

r,550,328
I ,50e, I 84

210.000
3 2,8(16

4,89r1,3 E5

t8,653,722
2.20(;,170

65 8,030
6,576,095
r,053,553
1,55 r,024
l ,38s,6 l l

923,_129
(r9l ,895

3.013,t8t
t 39,67'7

9,1 13,-155

5,55 6,908
|,432,3-75

I r0,200
40.000

4,86(r,304
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CAPITAL MARKETS AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS (Continued)

4 FIXED ASSETS
Furniture

Motor
vehicles

Sh

Office
equipment

Sh
fittings

t4,149,771
68,904

Total

29,332,415
511,101

( r s3,23s)

and

ShSh
COST

At I July 1997

Additions at cost
Deficit ou revalnation

As at 30 .hrne 1998

COMPRISING:

At cost
1996 valuation
1998 valuation

At 30 .lune 1998

DEPRECIATION

At I July 1997

Charge tbr the year
Eliminated on revaluation

6,572,912

( l s3,235)

8,609,666
442,197

6,419,137 9,051,863 14,218,68r 29,690,281

4,420.737
I,624,000

375,000

9,05 I,863 14,2 I 8,68 I

6,419,137 9,051,863 14,218,681 29,690,281

21,691.281
r,624,000

375,000

2,490,062

1,601,700
(s28,23s)

4.431,t60

1,,s 1 I,042

8,599,698

1,781,643

15,520,920

4,894,385
(s28,23s)

As at 30 June 1998

NET BOOK VALUE

At 30 June 1998

At 30 June 1997

3,563,527 5,942,202 10,381,341 19,887,070

2.856.210 3,109,661 3,837,340 9,803,211

4,082,910 4,178,506 _s,550,079 13,811,495

One motor vehicle was levalued on 26 June 1998 by the Automobile Association of Kenya.
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CAPITAL MARKETS AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS (Continued)

5 DEBTORS

Staffcar loan - short term
l'ransaction fees receivable
lnterest receivable
Prepayments
Liceucc t-ees receivable
Staff advances
StafT insurance advances

Sundry debtors
Fees receivable on treasury bonds issues

Other fees receivable
IOSCO 98 confereuce prepaid expenses

7 C]REDITORS

Office rerrt payable
Professional fees

Sundry creditors
Audit i'ees

Statutory deductions
IOSCO 98 conl-erence receipts

I 998
Sh

148.536
2,690,245

341,026

200,000
1,762.945

36.954
I 14,500

I,500,000
1,012,654

835.273

788.946
2,588,029
1,211,245

455,000
200.000
559.414
90,657

225,185

1991

Sh

1991

Sh

2,073,895
3,1 63,500

711,614
150,200

9,242,133 6,119.136

6 Sf'AI.F HOUSING LOAN FUND BANK BALANCE

This represents the aurount deposited as security with Savings and Loans (K) Limited {br staff
mortgage scheme which was established in 1996.

I 998

Sh

5,501,706

'278,308

2,50,000

851,394
r,061,052

1,942,460 6,099,209
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CAPITAL MARKETS AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS (Continued)

INVESTORS' COMPENSATION FUND

Under Section 18 of Capital Markets Authority Act, Cap 485A, the authority is reqr.rired to
rnaiutaiu a Fund to be known as the Investor Compensation Fund for the pulpose of granting
compensation to investors' who rnay suffer pecuniary loss resulting from the thilure of a
licensetl broker or dealer to meet its contractual obligations. This lequirement was
impleurented in July 1995.

The lund derives its income from the following sources:

(i) J5'2, ofthe interest accruing on funds received from subscribers to public issues,
betrveen the day of closing the issue and making of the refunds.

(ii) 0.01%, of the consideration from sale and purchase of shares through the Nairobi
Stock Exchange.

(iii) lnterest eamed tl'om investment of the funds

The authority charges the fund management fbes as follows:

The fees are charged at the rate of6% ofthe Fund balauce at the end ofthe each financial year
subiect to a minimum ol' Ksh 600,000 aud a maxitnurl of Ksh 800,000 per year.

'l'he nrovenrent in the fund balance during the year is as shown below:

Sh

New shares issued 163.918
Nairobi Stock Exchange trausactions fees 947,848
Intere st on investments 1,020,290
Management fees charged fbr tlrree years to 30 June 1998 (2, 160,000)

(27,944)

1 998
Sh

1997
Sh

9 CAPITAL FUND

At 1 July
Deticit on revaluation
Depreciation written back on revaluation of assets

At 30 Jurle

GENERAL FUND

At I July
(Deficit)/surplus lbr the year

29,-s09,508
( 1-53,235)
528.235

29,509,508

29,884,508 29,509,508

l0

11.732,663
(8,237.11s)

8,179.030
9,s53,633

At 30 June
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CAPITAL MARKETS AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS (Continued)

II NOTESTOTHECASH FLOW STATEMENT

(a) Reconciliation of operating surplus to
net cash (outflow)/inflow from operating activities

Operating (deficit)/surplus
Depreciation
Increase in debtors
lncrease in creditols
(Decrease)/increase in investors con-rpensation fund
Increase in stalTbenevolent fund
Interest receivable
(Decrease)/increase itr staff loans

I 998
Sh

Net cash (outflow)/inflow from operating activities (8,567,433) 18,890,327

(b) Analysis of cash and cash equivalents

I 998
Sh

(8,237 ,t7 s)
4,894,385

(3,9c)3,216)
t,843,251

(21,944)
187,200

(3,957,452)
723,518

1997

Sh

3,019,011
7,850,000

344,3s2
12,748,168
20,533,555

1997
Sh

9,553,633
4,866,304
(896,737)

I,885,212
10, I I 5,688

48,3s2
(s,773,r7 5)

(908,9s0)

Movement
Sh

Bank and cash balauces
Staffhouse loan fund bank balances

Staffbenevolent fund bank balance
Investors compensation fund bank balance
Fixed deposits

1,379,601
12,850,000

531,5s2
l 3,603,1 30
12,000,000

(1,699,410)
5,000,000

187,200
854,962

(8,533,s5s)

(4, r 90,863)

74



CMA UNAUDITED INCOME AND EXPENDITURE ACCOUNT FOR SIX

MONTHS TO DECEMBER 31, 1998

1998
Kshs

1997
Kshs

FEES INCOME 23,324,613.00 17,339,275.00

INTEREST INCOME 2,875,664.00 2,896,597.50

TOTAL INCOME FROM SERVICES 26,200,277.00 20,835,542.00

EXPENDITURE 27,276,649.00 28,985,715.50

GROSSDEFICITFROMSERVICES (1,076,372.00\ (8,150,173.50)

GOVERNMENT GRANTS 7,976,250.00 72,926,990.00

suRPLUS (DEFICIT) FOR THE PERIOD 6,899,878.00 4,776,816.50
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Summary of Revenues and Erpenditure ( Kshs lll): 1993/91 - 1997198

1993/94 t 99.t/9-s 1995D(r 1996/97 1997/98

Rcvenuc from

Scn ices

5.7 I l.ll 32.6 11.7 170

Gor1. Grants 21.7 23.3 3l.l 25.9 21.3

Total

Revenues

27.4 35 I 637 67.6 68.3

Total

Expendituro

2tt.4 38.3 42.0 5tt.0 76.6

GMA Revenue

E
o
o
Y

50.0

40.0

30.0
20.o

10.0

0.0

,"'

-/'J-

1994 1995 1996 1997

Year Ending June 30

1 998

-.- Revenue from Services

-+- Government Grants

CMA Revenue and Expenditure

=o
o
Y

100.0
80:0
60.0
40.0
20.0

0.0

+ Total Revenue
+ Total Expenditure

1 994 1 995 1 996 1997 1 998

Year Ending June 30

]====='4
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A
NOTABLE EVENTS IN PICTURES

H.E. President Moi visited the Nairobi Stock Exchange on January 15,

1998. The President underscored the Government's continued support and
the important role of the Jinancial markets in the Kenyan economy.

H.E. President Y Museveni of Uganda rings the bell to cotnmence trading at the

NSE on his visit to the bourse on July 18, 1996. The visit symbolised the

increasing proJ'ile of the NSE as a regional market.
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The US Commerc'c Scc'retary, Mr William Dalev, the CMA Chie.f'Executive,

and the lJnited State,s Ambussador, Prudence Bushne ll a.fte r the US envo-v

uddressed.finunt'iul murket reguktturs during the 1998 IOSCO Annuul

C on fe re nc' e i n N a i ro bi.

East A.frit'an Set'urities Autlutrities (EASRA) lnlds u c'onsultalive meeling on

slrutegies and motlulitie.\ lov'lrc\s building an integrutetl re gionul capital

market. The mecting wos openacl o.fficiullv by Ambassutlor Francis

Mulhuura, Sec'rctary kt tlrc East AJ'rit'an Co-ope ration Secretariat (seutetl

centrc)
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L'ST OF LICENSED MARKET OPERATORS

STOCK EXCHANGES

Nairobi Stock Exchange
Nation Centre
Kimathi Street
P O Box 43633
Nairobi
Tel: 230692
Fax:224200

STOCKBROKERS

Ashbhu Securities Limited
Ambank House, 21st floor
P O Box 41684
NAIROBI
Tel: 2101781211088
Fax:210500

Discount Securities Ltd
Phoenix House
PO Box 57746
NAIROBI
Tel. 2195381244468
Fax: 336553

Equity Stockbrokers Ltd
Queensway House
PO Box 47198
NAIROBI
Tel:221452
Fax 221672

Francis Drummond & Co. Ltd
Queensway House, Kaunda Street
PO Box 45465
NAIROBI
Tel: 334533
Fax'.223061

Hak Securities Ltd
Rehani House
PO Box 678
NAIROBI
Tel: 33'18911220517
Fax:215554

Crossfield Securities Ltd
Vedic House, 2nd floor
Mama Ngina Street
P O Box 34137
NAIROBI
Tel: 246036
Fax.245971

Dyer & Blair Ltd
Reinsurance Plaza
P O Box 45396
NAIROBI
Te|.227803
Fax:218633

Faida Securities Ltd
Union Towers, I\rloi Avenue
P O Box 40100
NAIROBI
Tel.243811l2l3
Fax:243814

Francis Thuo & Partners Ltd
lnternational House
P O Box 46524
NAIROBI
Tel: 226531
Fax'.228498

Kenya Wide Securities Ltd
Kimathi House
P O Box 43858
NAIROBI
Tel: 2510O112
Fax:246197

I
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11

13.

'15

17

19

Kestrel Gapital (EA) Ltd
Hughes Building, 7th Floor
Kenyatta Ave./Muindi Mbingu St.
PO Box 40005
NAIROBI
Tel: 251815/251893
Fax:243264

Nyaga Stockbrokers Ltd
IPS Building, Kimathi Street
PO Box 41868
NAIROBI
Tel:33278314
Fax332785

Shah Munge & Partners Ltd
Nation Centre
PO Box 14686
NAIROBI
Tel:2273001230672
Fax:213024

Standard Stocks Ltd
Hazina Towers
PO Box 13714
NAIROBI
Tel:220225
Fax240297

Suntra Stocks Ltd
Commonwealth House, Moi Avenue
PO Box 74016
NAIROBI
Tel:3372201223294
Fax:224327

INVESTMENT ADVISERS

Alico Assets
Management Limited
Alico House, 8'n Floor
Mamlaka Road
P O Box 30364
NAIROBI
fet 711242
Fax 723146

Barclaytrust lnvestments
Services Ltd
Barclays Plaza
Loita Street
NAIROBI
Tel:332230
Fax:218207

Ngenye Kariuki & Co Ltd
Travel (UTC) House
P O Box 12185
NAIROBI
Tel:2243331220052
Fax:217199

Reliable Securities Ltd
Eagle House
P O Box 50338
NAIROBI
Tel: 241350154179
Fax'.241392

Solid lnvestment
Securities Ltd
20th Century Plaza
P O Box 63046
NAIROBI
Tel:2442281244272
Fax:244228

Sterling Securities Ltd
Bruce House, 14th Floor
P O Box 45213
NAIROBI
Tel:211751
Fax:211843

Town & Country
Securities Ltd
Hazina Towers
P O Box 22512
NAIROBI
Tel:244739
Fax:24O7OG

Amicable lnvestments Ltd
Embassy House
P O Box 44033
NAIROBI
Tel: 243001
Fax: 243055

Bridges Capital Ltd
No.209/362 Lenana Road
P O Box 62341
NAIROBI
Tel:714372
Fax:714657

12
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C)5 CBA Capital Limited
Commercial Bank Building, 5th Floor
P O Box 30437
NAIROBI
Tel: 228881
Fax: 335827

Citibank, NA.
Citibank House
Upper Hill Road
P O Box 30711
NAIROBI
Tel: 711211
Fax: 714811

Genesis (K) lnv. Management Ltd
Lonrho House
P O 8ox79217
NAIROBI
Tel: 251012
Fax: 250716

Loita Assets Management Ltd
Ambank House
University Way
P O Box 39466
NAIROBI
Tel 219015/219033
Fax:218992

Natbank lnvestments Services Ltd
Nat. Bank Building
Harambee Avenue
P O Box 72866
NAIROBI
Tel: 3396901226471
Fax: 330784

Co-operative Merchant Bank Ltd
lnternational Life House
Mama Ngina Street
P O BOX 48231
NAIROBI
Ie|22871113,228090
Fax 219821

AIG Global lnvestment
Company (East Africa) Limited
2nd Floor, ICEA Building
Kenyatta Avenue
P O Box 40034,
NAIROBI
Tel 227803
Fax 218633

Old Mutual Assets
Old Mutual Building
Kimathi Street
P O Box 30059
NAIROBI
ret 22118718
Fax:340718

Venture Capital lnv.
Management Limited
Corner House
Mama Ngina Street
P O Box 62213
NAIROBI
Tel:22255011
Fax 222553

Dry Associates Limited
Old Mutual Building,4'n Floor
Kimathi Street
P O Box 20541
NAIROBI
lel:227948
Fax:227966

Merchant Bank of Kenya
View Park Towers, 7'h Floor
NAIROBI
T el : 2489 1 2 I 2433 1 5 I 242669
Fax 244203

Meghraj lnvestment
lnvestment Services (K) Ltd
Fuji Plaza
P O Box 66290
NAIROBI
fet 4401481440372
Fax'.447189

Endeavour Securities Ltd
NSSF Building, Eastern Wing
Block A, 12rh Floor
P O Box 62420
NAIROBI
Tel:720848
Fax:721425

Stanbic lnvestment
Management Services
(East Africa) Limited
Stanbic Building
Kenyatta Avenue
P O Box 30550
NAIROBI
Tel:335888
Fax:330227

Kenya Capital Partners Ltd
Norfolk Towers
Kijabe Street
P O Box 43233
NAIROBI
Tel:2288701337828
Fax:330120/219744

ABN AMRO lnv.
Services Limited
ABN AMRO Building
Nyerere Road
P O Box 30262
NAIROBI
Tel:710455/6
Fax:713391
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2

AUTHORISED DEPOSITORIES

National Bank of Kenya Ltd
National Bank Building
Harambee Avenue
P O BOX 72866
NAIROBI
Tel: 3396901226471
Fax: 330784

Stanbic Bank of Kenya Ltd
Stanbic Building
Kenyatta Avenue
P O BOX 30550
NAIROBI
Tel: 335888
Fax:330227

Barclays Bank of Kenya
Barclays Plaza
Loita Street
P O BOX 30120
NAIROBI
Tel: 3322301220688
Fax:213915

Kenya Commercial Bank Ltd
Kencom House
Moi Avenue
P O BOX 52290
NAIROBI
Tel: 339441
Fax: 336422

Barclaytrust lnvestments Services Ltd
Barclays Plaza
Loita Street
NAIROBI
Tel: 332230
Fax:218207

3
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T,IST OF CN{A ENABLING AND SUBSIDIARY LEGISLATION (ACT,

RULES AND REGULATIONS)

1 . 'fhe Capital Markets Authority Act Chapter 4854. Laws of Kenya

2. Capital Markets Authority (Anrendment) Act 1994 KenyaGazette Supplernent

No 4 orr .lanuary 27,1995

The Capital Markets Ar"rthority Regulations 1992, Legislative Supplement

Lcgal Notice No 428 dated 4th December 1992;

1. The Capital Markets Authority Rules, 1992, Legislative Supplement No 69,

Legal Notice No 429 dated 4th December,1992:l

J

5 'fhe Capital Markets Authority (An-rendment) Regulations, 1994, Legislativc

Supplernent No 35, Legal Noticc No 233 dated 72nd July, 1994;

The Capital Markets Authority (Antendruent) Rules, 1994, Legislative

Strpplerrrent No 35 Legal Notice No 232 dated 22ttd .lvly,1994;

The Capital Markets Autlrority (Arnendment) Regulations 1995, Legislative

Strpplement No 28 Legal Notice No 212 dated 1 5th Jttne, I 995;

The Capital Markets Authority (Foreigrr lnvestors) (No 2) Regulations 1995,

Legislative St4rplernent, No 39, Legal Notice No 291 dated 24th August,

l 995;

The Capital Markets Authority (Amendment) Rurles, 1996 Legislative

Supplen-rent No 40, Legal Notice No 286 dated l3th September, 1996.
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