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AN E-NEWSLETTER BY KENYA ASSOCIATION OF STOCKBROKERS AND
INVESTMENT BANKS (KASIB)

The Kenya Association of Stockbrokers and Investment Banks (KASIB)
is running an aggressive countrywide investor education programme
that will change public perceptions on the stock market.

Investor education to
transform stock market

According to Jane Njeru, the KASIB 2030 Hon. Wycliff Oparanya on behalf of
Chief Executive Officer (CEO), the in- the Prime Minister, Raila Odinga.

vesting Kenyan public has a great deal of To further support the education initiative,

interest in the stock market as witnessed :
in the Kengen and Safaricom Initial Pub- KASIB compiled an easy-to-read handbook

lic Offers (IPO)s, but they do not com- for investors familiarize themselves with the
pletely understand it. ~ That lack of stock market. KASIB is distributing the 48-
knowledge that is essential for investing page handbook which contains information
is what has spurred the association to
institute an investor education pro-
gramme, country-wide. “Many decisions
that investors make today are not backed

to assist investors understand operations of
the stock market. “KASIB has responded to
the numerous appeals from the investing

by any formal knowledge of how the public to initiate a program that will shed
stock market works,” Ms Njeru says. The light and bring clarity to the otherwise com-
launch of the investor education pro- plex capital markets industry,” Ms Njeru
gramme was held at Sarova Hotel, Nai- adds.

robi and presided over by the minister for
Planning and Vision

EDUCATION HANDBOOK

Once they read the handbook, investors will be better equipped to make informed investment
decisions that will enable them to not only register growth in income generated from the stock
market, but to also grow their investment portfolio in leaps and bounds.

During the launch, Ms Njeru intimated that the handbook was the first of a series of publica-
tions that KASIB will roll out in the medium and long term.
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Self regulation to
inspire investor

As investor confidence drifts back to the bourse,
stock market players will admit that self regulation
has indeed borne fruits.

SMARTER
INVESTING:

Be Informed

Behind the scenes in 2009, the
Kenya Association of Stockbrokers
and Investment Banks (KASIB)
initiated tangible mechanisms of
self regulation in order to inspire
investor confidence and enforce
professionalism in the bourse.
Indeed, by overseeing the drafting
and launch of the Code of Ethics
was a major milestone for the As-
sociation in 2009. The code will
promote and uphold

A laudable commitment by the
stockbrokerages was publishing
their half year results in at least two
daily newspapers of national circu-
lation, in a united show of

compliance. This was done by all
KASIB members without excep-
tion.

“This was indeed proof that they
are committed to promoting trans-
parency of the financial positions
of their respective stockbroker-
ages. Although the implementa-
tion of this regulation would have
been done at a better time so as
not to erode investor confidence,
KASIB members nevertheless
complied to the letter, a move that
won them praise from the regula-
tor and investors alike,” says Ms
Jane Njeru the Chief Executive
Officer, KASIB.

Another milestone for the stock-

of the Anti-Fraud Unit by CMA.
This unit will undoubtedly re-
duce the incidents of fraud in the
industry that has caused the
members to suffer huge financial
losses. KASIB members were
indeed grateful to CMA for
launching the unit. Stockbrokers
had for a long time insisted that
there was need for such a unit.
The NSE also launched the
Complaints Handling Unit_ for
centralized complaints handling.
It not only gives an important
overall insight on the nature of
complaints, but also reassures
investors that their investments
are safe

brokerages was the launch

All these corporate governance measures have con-
tributed to the recovery of the stock market in one way

or the other.

Bull and Bear Markets

These terms are well defined by the
recently launched; Investor Education
Handbook by Kenya Association of
Stockbrokers and Investment Banks
(KASIB).

There are two ways to describe the
general conditions of the stock market:
it can be a bull market or a bear mar-
ket. A bear market indicates the con-
tinuous downward movement of the
stock market. Conversely, a bull mar-
ket indicates the constant upward
movement of the stock market. A par-
ticular stock that seems to be increas-
ing in value is described to be bullish
while a stock that seems to be decreas-
ing in value is described to be bearish.

The bull and bear terms do not refer to the
short term fluctuations in the stock market.
Prices, even during a bear market, may tem-
porarily increase. Bull markets, being the
opposite of bear markets, indicate a rise in
the prices of the key stocks over a certain
period of time.

The economical state of a country is usually
reflected through the stock market condi-
tions. The stock market of an economy with
reasonable interest rates and low unemploy-
ment rates is considered to be bullish since
it is doing just well. Bear markets, on the
other hand, usually occur during a slow-
down in an economy. The investors
tend to lose their confidence and the com-
panies begin to lay off their workers.

Bear markets are considered to be opportunities of picking

up stocks at bargain prices.

The term “bullish” was frequently used to describe the Nairobi
Stock Exchange (NSE) in the pre-2008 period when the Kenyan

An exaggerated bear market may eventually lead to
a crash that is brought on by panic selling while an
exaggerated bull market will actually result to a
market bubble that is brought on by investor over-
enthusiasm.

Even if most money can be made during bull mar-
kets, bear markets also present a lot of financial
opportunities. Investors use their knowledge of the
characteristics of each type of market as an invest-
ment strategy. It is expected that a bullish market
will generate a huge number of investors who wish
to buy some stocks. Because a bullish market could
also mean that the economy is doing well, there
will be a lot of people interested in buying stocks
since they have the extra money to spend. This kind
of situation will cause an increase in the prices of
the stocks because there will be a shortage in the
supply of stocks.

During bear markets, it is expected that a lot of
investors will have the desire to unload their stocks
and put their money in fixed-return instruments like
bonds due to the continuous decrease in the prices



Stocks and Mutual
Funds

Many Kenyans are yet to understand mutual
funds, though they are aware of what stocks
are.

If stocks lose their value, the effect will be less if they belong
to a portfolio that is spread across twenty stocks than if they
belong to a portfolio that consists of a single stock.
Diversification is always a good idea in making investments.
The problem for small investors is that usually don’t have
enough funds to buy a variety of stocks. Despite their limited
funds, small investors benefit from diversification through

The Kenya Association of Stock Brokers
and Investment Banks (KASIB) has pub-
lished an Investor Education Handbook
that compares Stocks and Mutual Funds
in a reader friendly manner.

According to the handbook, mutual funds
are diverse stock holdings which are

mutual funds.

Mutual funds, aside from stocks, can be consisted of a variety
of holdings that include bonds and money market instru-
ments. Mutual funds also carry some downsides. Besides
paying some fees no matter what the performance of the
funds is, individual investors also have little say in which
securities have to be included in the funds or not.

managed on behalf of the investors who
buy into the fund. Mutual funds allow
investors to take advantage of a diversi-
fied portfolio without the need of invest-
ing a large sum of money. A diversified
portfolio carries the advantage of offering
protection against the rapid market losses
of any particular stock.

In addition to this, the actual value of a mutual fund share is
not as precise as that of the stocks on the stock market.
Those with limited funds or investment experiences may
consider investing on mutual funds.

When choosing the right fund, inves-
tors have to consider how much risk
they are willing to take against their
expected investment returns.

Be Informed

What is Stock?

It is also known as a share
of stock. A stock is a small

share that represents a
partial ownership of a com-
pany. Stocks are issued by

companies in order to
raise capital and are
bought by investors in or-
der to acquire a portion of
the company. If you own a
share of a company’s
stock, you are a part
owner of the company.

Stock Pricing and Splitting

Many people are still confused about the
pricing of stocks and the movements of
prices when they read through the list of

This means that rumors spreading in the
stock market usually affect the fate of
stocks.

Stock prices can be found in the daily market sum-
maries of newspapers or online sources.
Your stockbroker will also provide quotes which can

For example, an ongoing rumor stating
that a particular company is planning to
make a strategic move will cause inves-
tors to come flocking just to buy stocks
from that company. The principle of
supply and demand applies in the stock
market. A sudden upsurge in the interest
of investors will cause the stock prices
to rise while a fear among investors will
cause the prices to plummet. The worth
and performance of a company are still
considered to be the biggest factors in
determination of stock prices.

stock prices in the newspapers.

According to Kenya Association of Stockbro-
kers and Investment Bankers (KASIB) there
is a wide variety of stock prices and there are
many people who keep on wondering why
some well-known companies are being traded
for relatively low prices while some lesser
known companies are trading for excessively
high prices. Stock prices, to a certain extent,
are determined by the confidence of an inves-
tor that is based on either a real or a per-
ceived performance. The financial status of
companies is reported on a quarterly basis
when their cash flow, sales, and earnings are
disclosed.

A company’s worth is based on its financial
status but it can be overrode or undermined

Stock Splits

actually reduced.

investors to feel that-

be accessed either via the Internet or via a telephone.

The prospect that a certain stock may be split to give
stockholders twice as many shares as they had before
is one of the most alluring myths that surround the
stock market. Although investors have more stocks
after a split, the value of each share they receive is

A company that decides to split its stocks will issue
one new share for every single outstanding and will
cut the value of each share in half. Even if the shares
of the stockholders actually double, the total value of
the stocks are still the same as before.

The reason why companies do stock splits can be
explained by investor psychology. A stock retailing
at an excessively high price-per-share will cause the

by investor speculation.

The principle of supply and demand applies in the stock market. A sudden up-

surge in the interest of investors will cause the stock prices to rise while a fear
among investors will cause the prices to plummet.




Stock Prices Continued

it is out of their reach. To make the shares more affordable to smaller investors, the company will opt
for a stock split in order to reduce the price of the stocks.

Small investors can actually buy a smaller number of pre-split shares for the same price but they some-
times opt to buy split shares due to the appeal of buying stocks for much lower prices.

A low price per share can result to greater liquidity since stocks with lower prices are easier to sell.
This is true especially for the stocks which are priced in hundreds of shillings because small investors
consider them to be out of their budget.

The high bid/ask spread, which is the difference between the buying and selling prices, can also put off
bigger investors. A stock split is considered to be an indicator of a bullish market, which is a market
condition where the prices of the stocks and the profits of the companies both increase.

Even if there is a short-term rally around a stock that splits, the market tends to normalize after a short
period of time. The reduction of the number of outstanding shares that will cause the stockholders to
have fewer shares than before is called reverse splitting. Reverse stock splits are less common than
stock splits.

There are several reasons why companies do reverse stock splits. These may be due to an attempt to
stave off possible de-listing on the stock exchange, an effort to push out minority stockholders from
the company, an attempt to shed off possible consideration as a poor investment, or an effort to push
through ideas of going private.

The bottom line is that stock splits do not have any effects on the worth or the perform-
ance of a company. Although it may be nice for the investors to own more shares, they
also have to face the fact that the value of their shares still remains the same.

What is Stock Split?

This is a corporate action in
which a company’s existing
shares are divided into multi-
ple shares whereby each
shareholder receives more
shares in direct proportion to
the amount of shares they
own on the record date. Stock
splits normally happen when
the price of a share is so high
that many investors can not
afford to buy it. Example; in a
10 for 1 split, each share-
holder receives an additional
9 shares for each share he
holds.

Venture into Diaspora paying dividends

Interest in the Nairobi Stock Ex-
change (NSE) from individuals
and institutions in the United
Arab Emirates (UAE) has grown
tremendously since Kenya show-
cased her investment opportuni-
ties during the annual Dubai
shopping Festival.

Members of the Kenya Association of
Stockbrokers and Investment Banks
(KASIB) were responding to numerous
enquiries that they have received from

Recent developments like the Automated
Trading of Bonds at the NSE, the Govern-
ment Infrastructure Bonds, the ever more
popular corporate bonds and the pro-
posed demutualization of the NSE has
generated tremendous interest among
Kenyans.

The Ministry of Foreign Affairs, Kenya co-
sponsored the event with KASIB. . The
key targets were Kenyans living in the
Diaspora in the United Arab Emirates
(UAE) and foreign investors who are resi-
dent in the UAE.

Kenyans living in the Diaspora on in-
vestment opportunities at the Nairobi
Stock Exchange (NSE).

Though individual Stockbrokers and
Investment Banks outline the available
investment opportunities through their
respective websites, a good number of
Kenyans in the Diaspora have encour-
aged KASIB to seek opportunities
where they can meet face to face with
the investors and shed light on the dif-
ferent investment avenues available at
the NSE.

The successful Kenya Week took place
from December 6 to December 13 2009 at
the Global Village. The event was just
after the famous IRB Sevens Rugby Tour-
nament on 3rd to 5th December 2009 in
Dubai.

The United Arab Emirates is a federa-
tion of seven member Emirates that is
located at the crossroads of three
continents; Africa, Europe and Asia. It
has a vibrant economy that boasts a
GDP of US$ 129.5 billion




Dubai Venture Cont'd

The UAE visit is the first of many such visits that KASIB intends to make to ex-
pose Kenyans in the Diaspora (and potential foreign investors in those coun-
tries) on the investment opportunities available to them.

KASIB members participating in the UAE visit had a packed itinerary. They trav-
elled to Dubai on December 7, 2009 and immediately got down to business
meeting with Kenyans living in the Diaspora. December 8 2009, was the Kenya
Trade, Investment and Tourism day. KASIB made presentations at the Global
Village and at the Kenyan Cultural Night on investment opportunities available
in the Kenyan Capital Markets.

The next day, December 9, the delegation of Stockbrokers and Investment
Bankers visited the Dubai Stock Exchange. On the 10th, they visited the Abu
Dhabi Securities Exchange.

December 11 was the “Kenya Diaspora Day”, a day dedicated to Kenyans
living in the Diaspora that was hosted at the Air Emirates Training Institute in
Dubai. KASIB members made presentations on investment opportunities avail-
able in the Kenyan Capital Markets and had an opportunity to interact and an-
swer questions from Kenyans living in the UAE.

On December 12, the delegation of Stockbrokers and Investment Bankers went
to the Global Village and interacted with potential investors from the UAE and
the other 30 participating countries.

And finally, on the December 13, the Jamhuri Day celebrations were officially
held in Abu Dhabi and the entire Kenyan delegation were hosted by the Abu
Dhabi Chamber of Commerce. A large number of Kenyans living in the UAE
attended the event.

Kenya opened a diplomatic mission in the UAE in 1982 and it is
estimated that well over 10,000 Kenyans work and live in differ-
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On days, ‘Kenya Night’ celebrations were taking
place at the Meridian Hotel, during which the KASIB
delegation had a more relaxed opportunity to meet
and interact freely with Kenyans living in the UAE.
The Kenya Week at the Global Village in Dubai at-
tracted many participants from Kenya. In attendance
were government parastatals, large corporate com-
panies, smaller private companies and individual
businesses. KASIB believes that given the proper
information and encouragement, Kenyans living in
the Diaspora across the world would be more com-
mitted to investing in the Capital Markets in Kenya.
This is especially so against a backdrop of disap-
pointments by many who have suffered from
‘misdirected investments’ by families and friends
living in Kenya.

The Global Village is an integral part of the annual
Dubai shopping Festival, a 98 day event organized
by the Government of Dubai. It ran from the Novem-
ber 22, 2009 to February 27, 2010. There are over
thirty (30) participating countries, each showcasing
their cultures, cuisine and investment opportunities.
Kenyan companies and government were housed in
a pavilion called the “East and West African Pavilion”
and over 4 million visitors attended the festival.
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